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1. Executive Summary

As those who follow these reports know, my principal focus is to encourage ‘better
conversations’ between the lenders and their Small and Medium-sized Enterprises
(SME) customers. Better conversations make all parts of the lending process, even
being turned down, more of a learning experience for both parties with the aim being
to make each side understand the expectations of the other and, using that, develop
a better understanding of what each needs to do to make it work better.

| have and am seeing many more ‘better conversations’ across all the lenders | work
with although all of us admit that there is still a good way to go before | will be happy
with the final outcome. ‘Better conversations’ also need good systems within the
lender that provide the Relationship Manager and other customer facing and
decision making staff the information they need to make them work as they should.
Again | am pleased to say that now without exception all of the lenders involved in
the Appeals Process have already, or have plans in place to have, systems that
allow that. As | said in my last Annual Report this system and process change across
all the banks is to me one of the key successes of the Appeals Process so far and all
the lenders have approached those changes positively understanding the benefit it
brings to them as well as their SME customers.

On the back of those, though there have been many highlights in the Appeals
Process this year including being now well north of £50 million (see section 6) in
terms of the additional funding that has been granted to SMEs in the UK, three
guestions or issues that were raised with me during the year, still best frame the
issues for me both this year and into next.

The three questions were:

From a customer - What did | feel should be the final outcome of the Appeals
Process and what would success look like to me?

From a banker — Trust between customers and banks while getting better is still not
back to where it was before the crash.

From a Government official — Is the increase in compliance and the way it is being
delivered by the regulators hindering lending?

I will pick up the issues raised by the banker (section 4) and the official (section 7)
elsewhere in my report but will answer the one from the customer now as it ties
together well with what is set out in the rest of this year's Annual Report.



When | started this task four years ago | always said that | saw my role as being one
of education for everyone (banks, SMEs, Government, and me) involved in making
lending between banks and SMEs work better for everyone. | paraphrased that last
year into encouraging ‘better conversations’ between the banks and their customers
and that is now the real focus on everything | do within the Appeals Process and
other related areas | am asked to advise on.

Therefore in terms of what success will look like for me it falls into a number of
categories namely:

SMEs - Understanding more clearly and exactly how banks make decisions, why
they have been turned down for lending if they have, and how they can improve their
chances of obtaining funding should they wish to reapply. Also, being able to choose
as far as that is sensibly possible, where and how to have their banking transactions
done.

Bank Staff (Mainly Relationship Managers) — Having the training and the
information they need to have the ‘better conversations’ they should have with their
SME customers which includes knowing all the areas where the bank may have
issues that could prohibit or hinder lending to an SME customer.

Bank Processes — Banks have in place processes, procedures, delegated
authorities etc., that allow the bank staff to carry out what they need to do to deliver
on their needs above.

Bank Systems — That they have an IT system that can deliver clearly and simply the
information to make the processes work and give the staff the ability to deliver.

Bank Policy — That there is in place clear and unequivocal policy within the bank on
what happens in specific circumstance and particularly in terms of to whom they will
and will not lend and why that it is the case.

Internal Bank Scrutiny — That the banks have their own internal systems in place to
ensure that all that they should be doing on Appeals and the above is working well
and is under constant review and development.

In terms of how | see success, | group the six above into three groups, namely
SMEs, then Bank Staff, Processes, Systems, and Policy, and finally Scrutiny. | do
not get to scrutiny with any of the banks until | am satisfied that they are where they
need to be with staff, processes, systems, and policy.

Where | am with each of the 12 banks | now have in the Appeals Process varies so
there is no single end point for all as all are at different points on this journey.



| said that at the end of my fifth year of doing this task | would fully reflect on and
review where we were with the Appeals Process and that will be one of my major
focusses for the year ahead, but safe to say that while all the banks that are part of
the Appeals Process have and are making positive progress, where they are on the
timeline varies greatly. | have not started yet with any on how they do their own
internal auditing and compliance on how the Appeals Process within each bank
operates so there will still be much work for me to do across all the banks but in
different types, form and time going forward.

Focussing back on year four, of the key points the one that concerned me most at
the beginning of the year was the fact that not all banks at the Relationship Manager
level knew why they had turned down a customer for lending other than in a generic
way (failed credit score, adverse data, etc.) and had stated that | thought this was
unacceptable, as it would not allow the Relationship Manager to have those ‘better
and good conversations’ that are now at the heart of all | do. | am pleased at the end
of this year that | can say that while not all banks yet have that in place, all now
agree with me and are embarked on a process to make that so and by the end of
year five all will have in place either temporary or permanent fixes that will allow
them to do so, and those with only temporary fixes have plans to put in place more
permanent solutions as soon as possible.

In terms of the overall numbers of appeals we have had in year 4, it is up on all the
previous years but that is not relevant as there are many good reasons why the
numbers have gone up but as many as why they should come down for example

a) There are two new banks in the Appeals Process this year so the numbers
should go up for that even though they are just at the outset of their journey.

b) We have brought in more declined at source SMEs again this year which will
increase applications eligible for appeal.

c) As | mentioned throughout last year in my quarterly report we have now got all
banks to include overdraft and credit card increase in the numbers as eligible
for appeal so those numbers have gone up.

d) All the banks are promoting the Appeals Process both externally and
internally well and last year they spent a total of almost £6 million on their
individual awareness raising as well as also helping deal with the issues
which discourage SMEs from applying for credit in the first place. All this
resource is also helping address the question put to me by the banker on
returning trust between banks and SMEs and there is no reason for that to be
anything other than good. As | have said before in these Annual Reports there
have always been issues between banks and individual customers and there
always will be but that is part of any business relationship in any industry and
should not get in the road of the general good relationship that does exist
today between most SMEs and their bank.



e) We are working with all the banks to get them to improve their decision
making process so that less are declined immediately but perhaps referred or
that the bank will make its decline making decision later once it has collected
more information. This with a number of banks has brought their decline and
appeal numbers down and we would want that to continue.

It is a balance therefore between keeping up the pressure on making sure we have
as many SMEs appealing who can and on getting better decisions made at the right
time which will cut down the number of initial declines and therefore appeals.

Suffice to say though that now with almost 13000 appeals across the four years and
over £50 million in additional lending at an absolute minimum going to SMEs that the
Appeals Process continues to deliver the positive results it has. Overturn rates
continue to fall as well but they may level out or stop as time goes on as is explained
in section 6 of this report.

Also it is still good to report, as again | have done previously, that a number of the
banks who are part of the Appeals Process have kept an eye on the performance of
the lending they have done through overturns compared with their standard lending
book and that lending through overturns is performing at least as well as the normal
lending. This shows that the new lending being made through the Appeals Process,
in all the ways it has increased lending, is not increasing a bank’s risk by doing so.

Compliance has become more and more a feature of what | and my team see as we
work with the individual banks to the point that this year’s Annual Report contains a
section 7 devoted solely to it. This also addresses the final of the three questions
that | reflected on this year namely is compliance getting in the way of lending and
there are indications that it could be starting to, so it will be a prime focus for me this
year.

Finally in looking forward to year 5 and beyond, but also back over the last four
years, it is clear that each of the 12 current banks is on its own individual journey in
terms of the Appeals Process and they are all at different places on it. What | need to
do now as part of my focus going forward is to work with each to ensure that they all
reach the same good place for them and their SME customers all be it at different
times over the coming years.

Professor Russel Griggs OBE
Independent External Reviewer

June 2015



2. Introduction

Year 4 of the Appeals Process has been a year of much activity across all the
existing banks as well as bringing two new banks wholly into the Appeals Process.

As | say every year in the Annual Report® 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 | sit on neither
side of the lending fence and try, from the evidence | 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.

My focus for myself and my team continues to be:

1.

To ensure that we ourselves see as many cases as we need to satisfy
ourselves that the process each bank has put in place is working and that we
have a sufficient evidence base to highlight any issues we need to investigate
and like past years there have been some this year.

For me personally to focus more of my time meeting with and understanding
how individual Relationship Managers operate in different parts and sectors of
the bank. This is not just in terms of what they say and what information they
have but also to see how each of the now many varied communication
channels and methods banks have of interacting with their customer are
working.

For me personally to look in detail at each of the IT systems the bank and
especially the Relationship Manager use to see if they are fit for purpose in
terms of giving them the information they require to have the ‘better
conversation’ with the SME and/or allow them to manage the account for both
their and the SME’s benefit.

Both | and my team continue to work with each bank to see that all
applications are included in the Appeals Process including what banks
classify as ‘declined at source’. | am pleased to report that our propensity to
find these is reducing, although not to zero yet, which means that | can be
more certain that all SME applications for lending are included in the Appeals
Process.

| continue to meet 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 | find are being dealt with properly within the bank.

! http://www.betterbusinessfinance.co.uk/independent-reports
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The structure of this year's Annual Report follows the format of the first three and
focusses first on what economic context this fits into and then looks at what | said we
would do in the last Report and what progress has been made. 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.

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.

| 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. All of us are
focussed on making that relationship between the lender and the SME better which
is exactly where we should all be.



3. Current Economic and Financial Context

| think all economic commentators have commented this year that the UK economy is
moving forward better and on a more sustainable path than it has done for some
years. That is not to say that there have not been and will continue to be blips but
these are becoming more manageable and do still effect the confidence of SMEs in
some places and sectors.

In particular a number of reports this year have highlighted specifically progress both
in economic and lending terms for SMEs and | have picked a few below and a few
points from each to illustrate the improving context that the Appeals Process now
operates within.

A. Treasury Select Committee Report — Conduct and Competition in SME
Lending?

‘Official and Industry data, as well as evidence presented to the Committee, show
that the overall availability of credit has improved since the low point of the
financial crisis.’

‘SMES’ negative perceptions of banks’ willingness to lend appear to have resulted
in an increased reluctance of SMEs to apply for credit. However, these
perceptions may also be too pessimistic — SMEs may be more likely to have their
applications for credit accepted than they perceive.’

‘While businesses may not all directly take an interest in lending statistics
themselves, their perceptions of the lending environment are influenced by
commentators and the media, who do. The publication of data on bank lending
can therefore help to improve businesses’ understanding of banks’ willingness to
lend.’

B. SME Finance Monitor Q4 20143

‘14% of SMEs in Q4 2014 rated the current economic climate as a major obstacle
for their business compared to 37% in Q1 2012’

‘6% of SMEs in Q4 2014 rated access to finance as a major obstacle compared
with 12% in Q1 2013’

‘There has been a steady decline in the proportion of SMEs with a worse than
average risk rating — down from 56% at its peak to 43% now.’

2 http://www.parliament.uk/documents/commons-

committees/treasury/Conduct and Competition in SME lending.pdf

® http://bdrc-continental.com/products/sme-finance-monitor/
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‘43% of SMEs were permanent non-borrowers in 2014 compared with 34% in
2011”

‘3% of SMEs were would be seekers of finance in Q4 2014 who would have liked
to apply for a loan/ overdraft but felt that something stopped them which was down
from 7% in Q4 2012’

‘76% of SME applicants applying for new/ renewed loan or overdraft finance were
successful compared with 67% in Q4 2013’

C. Business Access to Finance 2014 — Department of Enterprise, Trade and
Investment Northern Ireland®

‘40% of SMEs reported that they were growing compared with 16% in 2012’

‘Only 13% of SMEs described themselves as in reducing/ survival mode compared
with 45% in 2012.’

‘98% of SMEs who applied for a bank loan in 2014 were either wholly or partially
successful compared with 70% in 2012.’

‘Almost two thirds of SMEs stated that the relationship with their banks was either
very good or quite good.’

‘40% of SMEs agreed that banks are currently lending to viable businesses
compared to 28% in 2012.’

All the above reflect what | have seen from all the individual customers and business
trade associations | have spoken to this year plus what we have seen coming
through for each of the banks, so there is a more solid economic environment to build
all the changes that | am working on with the banks around.

What is also clear though is that SMEs are also in general thinking longer and harder
about each decision they make in terms of their business. This is not a criticism but
reflects the more ‘sensible’ way that SMEs are planning for the future. From the
customers | have spoken to this year part of this is because of the differencing
options in lending that are now available but also on the work/ life balance that many
more are seeking to achieve. This ‘prudence’ is also reflected in the increasing
amount of cash held by banks for their customers and the continuance by a
significant number to pay off existing debt first before taking on new.

* http://www.detini.gov.uk/business access to finance 2014.pdf
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4. Priorities for Year Four

Last year, as | do every year, | set out what my own priorities were for the coming
year to ensure that there is a coherent flow to what the Appeals Process does. All
centred on making sure that the conversation between lenders and SME customers
continues to improve so both parties benefit.

Under that overarching umbrella there were a number of specific issues on which |
focussed attention.

a)

b)

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.

| am pleased to report that all the 12 banks that are now part of the Appeals
Process either can do that now or have in place a plan to make it happen in the
coming year. This is a big step forward from where we were at this time last year
where | had real concerns that customers, and indeed some Relationship
Managers, were only aware of a generic reason why a customer was turned
down — usually failed credit score — which materially and in some cases totally
prohibits a good conversation on how the reason can be resolved. While all the
banks, bar one, will continue to use credit reference data in some form to make
lending decisions on, especially at the smaller end of the lending spectrum,
those that were unable to provide that clear reason will, over the course of the
coming year, be able to do so which is a huge step forward for all sides of the
lending equation. | will still be monitoring progress on the introduction of these
new processes throughout the coming year but no-one now is not accepting the
desire and need to make it happen. As | said last year, that a bank cannot tell a
customer precisely why they were turned down for lending and therefore what
they may be able to do over time to rectify that, is unacceptable not just for the
customer but for the bank itself.

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. | am not
sure we have that just now.

In last year's Annual Report | outlined the ways that | intended to put in place to

ensure that the banks enhanced the awareness of the Appeals Process.
These were:

i) A generic campaign mainly through social media throughout the year which

would enhance SME knowledge of the Appeals Process.

10



The Better Business Finance (BBF) campaign ran throughout 2014,
bringing the Appeals Process and wider campaign messages to more than
10 million people online. It was an integrated communications campaign
which ran throughout the year, supported by online advertising, social
media engagement and public relations activity, as well as information
provided via bank websites, directly to customers and via third party
business groups.

At the heart of the campaign was the new Better Business Finance
website®, which was created for the campaign and promoted across a
range of marketing channels. The campaign site continues to be updated
with guidance pieces and blog posts covering topics of interest for SME
owners, highlighting the Appeals Process, and is supported by active social
media channels.

From the latest figures at the end of 2014, an estimated 10.3 million people
had seen the campaign since it started. Media coverage of the campaign
reached 71% of the key audience of SME owner/managers and there had
been a 122% increase in visits to the Better Business Finance website
compared to the same period in 2013. Overall, the Appeals advertising
performed most highly out of all the campaign executions, reflecting its
strong call to action.

Annexe F sets out more of the detail of the campaign and its impact. While
it was successful and set a good foundation | do not feel that spending
more resource of whatever kind in a generic campaign is the best way
forward as it is clear from the section below which sets out what the
individual banks are doing, that continuing to encourage them each
individually to keep awareness raising at the heart of what they each do is
the best way forward.

i)  While contributing to a generic campaign is one way of showing
commitment to an initiative, for me the way | will know that each bank is
committed itself to the Appeals Process is the amount of awareness raising
— both within the bank and to their customers — which they do individually.
To that end as part of their ongoing Action Plan, which | discuss in more
detail in f) below, | have asked each now to complete an Awareness
Template of what they are doing individually.

The Awareness Template collects the following information for each bank

e A description of that individual item
e Its purpose

> http://www.betterbusinessfinance.co.uk/
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ii)

e What is the customer group it is targeting — external and/ or internal

e When it is taking place

e What media or other form of delivery they will use

e What is its reach in terms of customers and/ or internal staff i.e. how
many people does it get to

e What is the total cost to the bank

e Any other comments that they wish to make.

| have now had templates back from all the banks over the last year and can
report that they have spent almost £6 million between them which is well over
ten times the amount they spent jointly on the generic campaign described in
i) above.

Annexe G gives examples of the many different ways the banks have used
which shows the wide variety both internally and externally.

Personally | think that this spend is more focussed and brings better results
than a generic campaign, and | have sight already of substantial spend on this
issue into next year. Going into next year | have set each of the banks a reach
target of at least 90% of all their SME customers at least once in the year
receiving an awareness message for the Appeals Process, and one internal
message per quarter reminding their staff of the Appeals Process.

In my last Annual Report | described the process | and my team also carry out
to ensure that those customers that are declined but do not appeal are not
latent appellants who for whatever reason have not chosen to appeal. Last
year | reported that for those banks where we had done the sampling and
investigation work there were under 5% of those who were declined who
might have warranted a second look — not that they would be appealable or
overturned — and from those same banks we have looked at again and now
into others we are not seeing any real difference which is encouraging and
shows that those not appealing are not missing out.

| stated last year and in my quarterly reports that one of my targets this year
would be to get each of the banks to start their own internal market research
on customers who had been declined within the last 2-3 months but had not
appealed to see what level of awareness of the Appeals Process they had. |
am pleased to report now that each bank has agreed with me a process of
how they will do this and from the initial results to date — as it is still in its early
days — awareness levels are positive, but it would be wrong to quote exact
numbers until | have more data to look at and the numbers are substantive in
terms of quantity. | would hope in a later quarterly report this year, or the latest
in my next Annual Report, to be able to detail more exactly what those
numbers show.

12



In summary therefore in terms of awareness, | am content that all the banks are
devoting considerable thought and resource to ensuring that both their
customers and staff are aware not only of the process but of the benefits it can
bring. While generic campaigns can be useful | now believe that working with the
individual banks to ensure that they are delivering the positive message they
want around the Appeals Process is the best way forward. Each of the banks |
work with now sees the positive results that the Appeals Process is bringing to
them in extra lending to SMEs which is why not only are they spending resource
on improving awareness but also over the last four years and into the future
improving their processes and systems to give both their staff and their SME
customer the better lending experience we all want.

c¢) Bring in at least two, but hopefully three, new banks into the Appeals Process.

As | have mentioned across the quarterly reports over the last year both the
TSB and Clydesdale (which includes their Yorkshire Bank brand) have joined
which we expected and they are now both up and running. TSB brought a lot
of the work that Lloyds had already done on this with them but have adapted
and developed it to fit with the way of working they are now adopting which is
working well. Clydesdale/ Yorkshire were totally new to this and | have to
commend them for how they have used this as a positive tool of change within
the bank and seen it as | do, as a way of ensuring that customers and staff
are having the type of banking and lending conversations we would all wish
for.

| am about to begin discussions with Williams & Glyn bank which from the
press can be seen will be the spin out from the RBS group sometime in the
next year or so. | am pleased that we have started early on those discussions
as they are building up their own systems on lending and building in the
Appeals Process as they do that will be good for all parties and | hope add
value to all. This will bring the total number of banks involved in the Appeals
Process to 13.

d) 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.

| have been round all the banks now and, while | still have one or two systems
to see, | can say that all now have in place or have plans to put in place
systems that in my view give them the ability to have that good conversation
in terms of data availability and sight of the key information they need to make
their decisions. For those that still have work to do in making their core
systems fully fit for purpose there are project plans in place to deliver them at
an agreed timescale into the next year and in some cases beyond. That |
should say is not because they do not see this as a priority but these large IT

13



systems are complex and development and testing take time and | would
rather that a well developed and tested system was put in place rather than a
quick fix which may not stand the test of time.

Apart from the ways that each IT and input system works, what has interested
me most is how systems are being adapted to reflect the changing ways that
SME customers wish to interact with their bank.

There appears to be a continuing myth that SME customers wish to go into a
bank branch and see someone face to face to transact a lot of their business.
That is no longer the case and while | am sure availability of branches is a key
factor, sometimes being able to speak to someone who can make a decision
the SME desires at a time and place that suits the SME is more important to
them. Therefore | see more and more good examples of banks using
telephony not just with small SMEs but with SMEs of all sizes where the bank
and the customer find it a better way to operate. One of our banks now
operates only on a telephony interface with customers for just now and | have
to say | have witnessed some of those conversations, and they are as good if
not better than ones | have seen on a face to face basis. For example |
witnessed a 45 minute conversation between a bank and their customer for
the renewal of a £10,000 overdraft where the bank had arranged to call the
customer at an agreed time and the customer, who was a builder, had the
conversation from the passenger seat of a car as he was being driven from
one site to another. What such calls do mean is that both parties have to be
clear beforehand what they will need in terms of information to hand and in
this case the call had been planned well and the bank went through their
usual robust analysis of the business which the customer had all the
information to answer well, so a happy conclusion was reached at the end of
the call.

That is not to say that face to face does not still have a place in banking for
SMEs but both the customer and the bank are now using the varying and
growing differing information channels to interact with each other at times, in
places and in ways that they are both comfortable with.

What | have also noticed more this year is how compliance is altering systems
as banks strive to integrate the growing pressure of regulation from the
Financial Conduct Authority (FCA) and elsewhere. | will discuss that more
fully in Section 7 of this report.

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

‘Declined at source’ is a familiar term to any banker and in simple terms states
that the customer was declined before entering the bank’s formal application
system. Those who have read these reports over the last few years know that

14



f)

| was uncomfortable about this when we started and have worked with the
banks to widen this definition so that ‘declined at source’ nhow means only
those customers who have asked informally for lending but no new
information has ever been exchanged between the bank and the customer. If
the customer, having asked for lending, was asked for or gave the bank any
new information that they did not have before — either verbally or in hard or
soft copy — then an application is deemed to have been made and therefore
the customer is entitled to an appeal.

In the first few years we gathered in many applications that traditionally in
some banks would not have been counted as applications so my ability to find
more happily is becoming less. That does not say that | do not come across
some from time to time and have done so again this past year but the good
thing now is that banks pull them in quickly once found as we all agree on the
definition so there is no dispute. That is why it is difficult to look at the Appeals
numbers year on year as the base changes not just upward in terms of those
that have been gathered into the process but also downward in those where a
system or process has been changed which means a decline for that reason
will not happen again. | will discuss this more in section 6 on Appeals
numbers later in the report.

Finally under this heading | am also now focussing on what lenders call
'policy’ decisions where a bank can decline an application because it does not
lend for a policy reason. All banks have areas where for a prescribed reason
they will not lend. This can vary from terrorism and money laundering to, on
specific occasions, a bank deciding for a period that they will not lend to a
particular sector due to its current issues. Where the bank will never lend in
those circumstances then the application is not in scope for Appeals as it is a
'policy’ exclusion. However what | have been working with all the banks is to
redefine that exclusion as it has become clear that in some cases policy
exclusions can be accepted for lending and businesses covered by them can
be provided credit. Let me be clear that is never in the areas of policy where,
for instance, terrorism or money laundering would apply but usually in
sectorial exclusions where the bank does look at individual cases and may
lend out of policy. Therefore | have agreed with the banks now that only policy
exclusions are out of scope where they will never lend are out of scope and all
others are in scope which has again brought some applications into the
Appeals Process..

Continue to use the Action Plans | 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.

All the 12 banks we now work with have individual Action Plans that change
each quarter as | meet with them. The Action Plan is the document | use to
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g)

hold each bank to account across a variety of issues relating to the Appeals
Process. They are of varying size, length, and substance depending where
we are with each bank but all are putting the management and personnel
resource they need to into ensuring that the actions within them are dealt with
and that | have plans and in some cases large project plans for specific items.
| will continue to work with each of the banks to highlight the key areas of
improvement or change and across all on things like awareness, declines
sampling, research, and other generic issues that all have them in their plans.

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

The data set we have is increasing and is allowing us to look in more detail at
many issues. Annexe C shows the case form that a bank is required to
complete on every appealed case they receive. However, not all as yet fill in
one for every appeal and focus has been more for those that are overturned.
This is due to a number of reasons across the banks in terms of where and
how the data is collected etc. but we are working with each bank to increase
the number of case sheets we get and for the first time next year | intend to
add this to the Action Plan to see how we can increase the number.

The table below sets out the detail of how many review sheets we receive
and, as can be seen, it is still almost half of all appeals along with two thirds of
all overturns for the last three years. We also have reviewed almost 90% of all
overturned sheets so | am still happy that in terms of auditing, the banks are
following the Appeals Process.

Appeals & Overturns Table Years 1-4 (April 2011 — March 2015)

Year One Year Two | Year Three | Year Four | Apr2011-

Appeals - April 2011 to March 2015 Apr2011- | Apr2012- | Apr2013- | Apr2014- | Mar 2015
Mar 2012 | Mar 2013 | Mar 2014 | Mar 2015 Total
No. of Appeals Reported by Banks 2177 3311 3518 3752 12758
No. of Appeals for which Review Sheets Received (Data Captured) 946 1777 1759 1772 6254
Appeals Reported by Banks/Review Sheets Received (Data Captured) 43.5% 53.7% 50.0% 47.2% 49.0%
No. of Appeal Case Files Reviewed (Audited) by Promontory 946 1028 972 1103 4049
Review Sheets Received (Data Captured)/(Audited) by Promontory 100.0% 57.9% 55.3% 62.2% 64.7%
No. of Appeal Overturns Reported by Banks 860 1298 1116 991 4265
No. of Appeal Overturns for which Review Sheets Received (Data Captured) 426 816 733 664 2639
No of Appeal Overturns Reported/Review Sheets Received (Data Captured) 49.5% 62.9% 65.7% 67.0% 61.9%
No. of Appeal Overturn Case Files Reviewed (Audited) by Promontory 426 646 611 602 2285
No of Appeal Overturns Review Sheets Received (Data Captured)/(Audited) by Promontory 100.0% 79.2% 83.4% 90.7% 86.6%
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h) 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.

The specific point referred to above is still being progressed both by myself
and by the industry now in conjunction with the FCA but is making slow
progress for various reasons and | will keep pushing this with both parties.

However during this year other issues around compliance, which | have raised
generally before, are now concerning me so have decided to deal with them
under a separate section on compliance later in this report (section 7).

i) Work with each bank to see how they are addressing the issues that
discourage SMEs from applying for lending.

| took on this task after the publication of an academic paper ‘Back to
Borrowing? Perspectives on the ‘Arc of Discouragement”® by Stuart Fraser
from Warwick University in March 2014.

It dealt with what the factors are that could or do deter SMEs from applying for
lending in the first place.

| should point out that from all the research done to date, the number of SMEs
who are discouraged appears to be very small but since we are all striving to
ensure that as few hurdles are put in place as possible, then it is an area
where we can all learn more but it is very much an individual bank by bank
process taking into account how each deals with their customers.

At the heart of this is the banker question | highlight in the Executive
Summary to this report namely:

From a banker — Trust between customers and banks while getting better is
still not back to where it was pre the crash

What the paper highlights is that a lot of SME views and decisions around
lending are based on perceptions which may or may not be true but are how
an individual SME sees the world.

In more specific terms it highlighted that from both a negative and positive
point of view lending habits can be affected by issues and some examples of
those are set out below:

» Perceptions (bias) vary with the economic cycle.

® http://www.enterpriseresearch.ac.uk/wp-content/uploads/2014/03/ERC-White-Paper-8-Discouragement-
Stuart-Fraser-Full-March-2014.pdf
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— Perceptions improving as confidence returns.
» Perceptions are sensitive to levels of satisfaction with bank.
— AKkey reason for dissatisfaction is previous rejection and
how this was handled (see qualitative analysis).
» Perceptions bias bigger for smallest firms.
— Least sophisticated/ confident businesses.
* Awareness of Lending Code/ Principles improves perceptions
— Raise expectations about service entitlement.
* Marginal negative impact of media coverage.
— Not a primary cause of poor perceptions (see qualitative
analysis).
* Negative experiences of business peers more significant.
* A number of issues related to the application process increase costs.
— Perceptions of security requirements/ Terms and Conditions
(T&Cs) in particular.
* Being approached by a bank about lending significantly lowers
application costs.
— Especially an approach by your own bank.
» Awareness of the Appeals Process makes applying seem more
worthwhile.
— Awareness of Enterprise Finance Guarantee (EFG) to a
lesser extent.
» Concerns about the economic climate raise perceived hurdles in
applying.
— State of economy affects perceived success and hurdles.
» Higher hurdles also for younger and smaller businesses
— Role for business support agencies.

From those it was clear that we all:

* Now have a clearer understanding of the mechanisms of
discouragement.

— Reducing discouragement depends on both improving
perceived chances of success and lowering hurdles/
application costs:

* Principal actions for banks in improving service/ handling of rejections
and support.

— Better implementation of Lending Code/ Principles.

— Also banks, British Bankers' Association (BBA) and
business support groups to seek to raise awareness of
lending support initiatives.

— And raising awareness of alternative sources of finance to
improve perceptions generally.
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J)

Over the last year | have worked with each of the banks on this as how each
bank responds to this depends on what their own business focus and appetite
is with different groups of businesses and sectors.

All the banks have responded positively to this and have put a lot of effort and
resource into this. For example one bank has spent almost £14 million in that
last year getting a positive message out to its customers on its desire to lend
to good businesses. Therefore | am happy that the banks have taken this
challenge seriously and understand that it is in their interests to encourage not
discourage SMEs to apply for credit and while all may not get what they ask
for it is again developing those better conversations | strive for all the time that
help both sides make this better and more fulfilling for all parties.

What is needed now is for this positive work by lenders to be followed up by
Trade Associations, Government, SME intermediaries, and others who have
influence on SMEs to highlight that many of the perceptions they have may
not be true and each SME should decide for itself and test the water more to
decide for itself what the real situation is on lending.

Part of discouragement also comes from SMES’ views on credit scoring which
is why section j below remains important.

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

| think I can now say that at the end of this year just passed, no lender is now
relying on just a credit score from a Credit Reference Agency to make their
decisions on. By that | do not mean that they do not use credit scoring or
Credit Reference Agency data as part of that decision process but that they
are not just buying the credit score from a Credit Reference Agency and do
not know how that score was compiled but are buying data from the Credit
Reference Agency which they can then build into their own systems and
algorithms so they know which individual piece of data is causing concern
should a flag be raised. While all banks may not be wholly there yet all have
now accepted that needing to know what lies behind the score is critical if you
are to explain well to a customer why they have been turned down and
therefore what they may be able to do to reverse it. Those that are not quite
there yet now have plans which | am happy with, so this will happen soon and
all with definitive dates for doing so.

Also | have continued to strive to get adverse and non-adverse data defined
more clearly as adverse usually means that it will be difficult to lend to a
businesses for clear and sensible reasons while the other parts of credit data
cover things where a resolution can usually be found even if that may have to
be over a period of time.
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k)

However, new issues keep popping up and it is worth stating that in recent
months another issue has been highlighted which has given me concern
which | am now pursuing.

When Limited Companies do not file their accounts with Companies House on
time they get a letter from them which states that if they do not file them within
a prescribed period then the company will be dissolved. It is only in the last
few months that we have started to see companies being turned down for
lending with that being the primary reason as, technically, it is a threat of
dissolution so would be classed by banks as adverse data and therefore
prohibit lending. One bank had so many of these over a couple of months that
it has had to put in a manual work around as all banks know that the vast
majority of companies that receive this letter submit their accounts, so it is not
a concern. My concern is why all of a sudden this has started to happen. |
have now had the opportunity to discuss it with Companies House and there
appears to be neither any increase in the number of these letters that have
been sent out nor has the wording changed. | am therefore now going to
discuss this with the Credit Reference Agencies to try and determine why this
is happening all of a sudden and will report in one of my quarterly reports as
all parties agree that it is only in extremis that this issue is of concern to a
bank. It does show though, that things can change in data used by banks to
assess lending which sometimes make no initial sense to those looking at it.

Ensuring that credit data is used correctly will continue to be a key factor for
me as all the longitudinal empirical data shows that it does, when used
correctly, give the basis for good lending decisions so it adds real positive
value to the better lending conversations and can help both the lender and the
SME better understand what the issues are they need to resolve.

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

Meeting with staff of all the 12 banks that are now part of the Appeals Process
continues to be one of the most fulfilling parts of this for myself.

While the media and others may not always think so, Relationship Managers
in all the banks | work with do work hard to try and lend to SMEs and in more
cases than not are on the side of the SME either in terms of getting them the
funding they require or working with them to change what they do to make it
possible to obtain funding.

| have also met with some interesting customers this year most of whom have
been successful in looking for funding but what has been clear from them all
is there is now much more thought and good old fashioned common sense
being put in by SMEs deciding what they want to do with their businesses.
While | have seen many who want to grow there have been many differing
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ways of doing that which would lead me to believe that life balance as well as
business growth is now playing an important part of how owners look at taking
their businesses forward.

Returning to Relationship Managers, it is good to see that capability training
across a wide range of issues and subjects continues to be a key theme from
all the banks with gaining knowledge and having that accredited being key
features which can only enhance what they do and also ensures that those
that get into key lending positions or sectors can add real value.
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5. Auditing Practices in Year 4

As | have referred to in my previous reports, when we first started this work, no one
had ever done this before. In the last four years, both | and my review team have
built a deep knowledge of the banks’ different processes and approaches and this
helped to ensure that | 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 eight 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 banking and financial services, has continued with
its methodical approach to reviewing some 1100 appeal case files during the year.
This equates to 29% of the total number of appeals received by the banks (April
2014 to March 2015). As in Year 3, the banks are asked to fill in Appeal Forms
(Annexe G) themselves and submit these on a monthly basis and my review team
generally visit each bank on at least a quarterly basis in line with an agreed protocol
(Annexe D). Where the level of appeals is perceived to be high, or the level of
overturns above what we might expect, additional visits have taken place. Based on
four years of appeal case file reviews, we now have a detailed dataset relating to
over 6,250 cases (49% 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 | and my audit team have looked at lending files at
an earlier stage in the process.

As previously discussed, the decline sampling process required the development of
new methodologies to undertake this work with each bank. My team and | held
detailed discussions with the banks to establish the most effective and efficient way
of undertaking this work. During the year, | and my team have completed reviews
with three of the banks. | have also identified and agreed with the other banks what
issues need to be resolved and/or other action taken before the work can be
completed (Annexe ).

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 lending access
routes. We have and will continue to adapt the underlying principles of the Appeals
Process to reflect these differences. Written recommendations continue to be made,
and these have been positively received by the banks, after each site visit.
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Both the work on the decline sampling and the routine site 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 | and my team bring
to its work has enabled the banks to identify key areas for improvements and
change. Strong relationships have been established with each of the banks which
have resulted in positive outcomes towards recommendations made. We will
continue to challenge constructively, highlighting the strength of the independence
my team and | continue to bring to the Appeals Process.
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6. Key Numbers for Year 4

Year 4 has seen the numbers for the Appeals Process strengthen. | use that word
specifically because the Appeals Process can no longer just be about seeing the
number rise — which they still are — but looking behind what the numbers mean.

Over the last three years, depending on which way you look at it, appeals numbers
while increasing, have actually been quite steady. However that total picture hides
much else across the individual banks and indeed within many as there have been
ups and downs in banks and products within them.

While I, and more and more the banks themselves, have focussed on getting
awareness levels of the Appeals Process higher so on the other hand have | and the
individual banks focussed on getting their processes better so that they decline less
customers they should not have initially or refer more for a second look before finally
deciding. That latter focus is the most important as if all | did was get more SMEs to
appeal without changing the reasons for their decline in the first place, where that
was not what it should have been, then we would all make little progress. Therefore
decline, appeal and overturn numbers are down for some banks but that is good as
we have worked jointly to look at how they operate and put in place processes that
refer more and decline less at the outset which in turn leads to a better explanation if
they do decline which means there are less appeals but probably more re
applications at a later date in a better and more acceptable form. Also not all banks
were catching overdraft or credit card level increase requests in their Appeals
Process so were not allowing everyone the right to appeal they should have. Also
while | have explained elsewhere in this report that my and my team’s propensity to
find new ‘declined at source’ applications to raise numbers is reducing we do still
have one or two more to capture so that will fit future numbers as well. Throughout
last year as | mentioned in my quarterly reports that has been rectified bank by bank
and | think we are just about there now with all being in the same place with all
customer who should being included.

Therefore | continue to be impressed by the way that the banks have taken that on
board and | can now state quite categorically that all the banks that are now part of
the Appeals Process now make better decisions and have better conversations with
their customers than they did before the Appeals Process started. Also their systems
are now better as well. This shows practically in the table below in that the overturn
rate is falling which shows that more correct decisions are being made first time.

The key to that has been us all realising that making better decisions and having
better conversations allows them to lend more safely and thus enhance their lending
book and their own commercial position. The Appeals Process is now seen as a way
to get more and better lending rather than something that the lender has to do which
shows they got it wrong. That has been a huge step forward for all. That also does
not mean just that more SMEs have received lending they might not have otherwise,
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but also those who did not and should not, now better understand why and what they
can do to correct that into the future.

All the above highlights why the numbers are not as important to me in themselves
as they were; it is what lies behind them now that is most important.

The same balance applies to the overturn rate which has continued to reduce which
reflects all the good work that is being done to make good decisions better and
earlier, but it may slow down or even stop reducing in years to come as what each
bank can do to reduce it is not the same as they all operate differently with
customers. Some will refer more but some will work to rectify post decline and both
may reach the same result. While refer is, in my opinion, always better where it can
be applied that is not always possible due to a variety of reasons ranging from where
and how the SME applied, to how the banks structures its risk process; if the same
positive conclusion is achieved then that is all that matters for the SME and the
lender so again there has to be a balance in how the overturn rate is viewed as well.

| still though remain prudent in what | report in terms of numbers and will only show
what | can verify. This applies particularly in terms of the amount of new lending that
the Appeals Process has generated.

The number of £51.7 million which is set out in the table below is only the lending
that we can identify from the individual data sheets that we receive from the banks
as part of the audit process. As can be seen in the table in Section 4 g) above, we
only have data sheets for 86.6% of all overturns. Also | know that the process and
system changes that we have worked with individual banks to put in place, plus
many now doing many more refers before they make the final decision, has also
added greatly to those receiving extra lending. However | do not add any estimate of
either of those to what | report as it would be exactly an estimate, and | only wish to
report what | can categorically evidence. However, what | can say is that the number
of £51.7 million reported is lower than the real figure of new lending that has taken
place because of the Appeals Process but | do not know what that total number is.

This year for the first time | show in the two tables below not only the year on year
comparison data but also the quarterly data for the last two years to give further
detail showing more exact progress.
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The two graphs below show the same data in a different form.

Appeals Table Years 1-4 (April 2011 — March 2015)

Year One Year Two Year Three Year Four Apr 2011-

Appeals - April 2011 to March 2015 Apr2011- Apr2012- Apr 2013 - Apr2014- Mar 2015
Mar 2012 Mar 2013 Mar 2014 Mar 2015 Total
Total No. of Appeals Received (ALL BANKS) 2177 3311 3518 3752 12758
Total No. of Appeals Overturned (ALL BANKS) 860 1298 1116 991 4265
Overturn rate (based on Appeals Received - ALL BANKS) 39.5% 39.2% 31.7% 26.4% 33.4%
Total Value of Appeals Overturned = £ millions £10.0 £18.5 £13.1 £10.1 £51.7
Total No. of Appeals Received (Excluding Credit Cards) 1587 2146 2581 2147 8461
Total No. of Appeals Overturned (Excluding Credit Cards) 518 634 730 421 2303
Overturn rate (based on Appeals Received - Excluding Credit Cards) 32.6% 29.5% 28.3% 19.6% 27.2%
Total Value of Appeals Overturned (Excl. Credit Cards) - £ millions £9.7 £17.7 £12.7 £9.3 £49.4
Total No. of Cases Reviewed 946 1777 1759 1772 6254
Total No. of Cases Reviewed/Total No. of Appeals (as %) 43.5% 53.7% 50.0% 47.2% 49.0%
Total No. of Overturn Cases Reviewed/Total No. of Overturn Cases (as %) 49.5% 62.9% 65.7% 67.0% 61.9%

NB: Cases Reviewed and Overturn values based on data captured to date

Appeals Table Years 3+ 4, 01, 02, O3 + O4 Appeals only

1 2 3 4
Comparison By Quarter Apr 2013 -Q Apr 2014 -| Jul 2013-(J Jul 2014- | Oct 2013-Q Oct 2014- | Jan 2014-‘J Jan 2015-
Jun 2013 | Jun 2014 | Sep 2013 | Sep 2014 | Dec 2013 | Dec 2014 | Mar 2014 | Mar 2015
Total No. of Appeals Received (ALL BANKS) 854 967 797 983 721 861 1146 941
Total No. of Appeals Overturned (ALL BANKS) 310 254 273 284 210 231 323 222
Overturn rate (based on Appeals Received - ALL BANKS) 36.3% 26.3% 34.3% 28.9% 29.1% 26.8% 28.2% 23.6%
Total Value of Appeals Overturned = £ millions £2.8 £4.7 £4.0 £1.8 £3.5 £2.2 £2.9 £1.4
Total No. of Appeals Received (Excluding Credit Cards) 695 540 652 507 609 535 625 565
Total No. of Appeals Overturned (Excluding Credit Cards) 237 127 200 86 156 109 137 99
Overturn rate (based on Appeals Received - Excluding Credit Cards) 34.1% 23.5% 30.7% 17.0% 25.6% 20.4% 21.9% 17.5%
Total Value of Appeals Overturned (Excl. Credit Cards) - £ millions £2.6 £4.4 £3.9 £1.6 £3.4 £2.1 £2.8 £1.2
Total No. of Cases Reviewed 434 422 439 425 456 465 430 460
Total No. of Cases Reviewed/Total No. of Appeals (as %) 50.8% 43.6% 55.1% 43.2% 63.2% 54.0% 37.5% 48.9%
Total No. of Overturn Cases Reviewed/Total No. of Overturn Cases (as %) 67.7% 70.1% 71.4% 53.5% 86.2% 74.5% 45.5% 73.0%

NB: Cases Reviewed and Overturn values based on data captured April 2013 - March 2015
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In terms of the four charts below showing the reasons for SMEs being declined
lending they show only marginal differences with last year, but the numbers around
each reason get more and more precise as | gather more data sets to build them
with. Indeed there has been no real change over the four years nor with the bar at
£25k lending in terms of where the reasons for decline change. Therefore, in
summary of all the charts below the four main reasons for decline are:
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Under £25k Lending
Failed Credit Score — 47%
Affordability — 20%
Adverse data — 11%
Account Conduct — 9%

Another way of looking at those numbers is that apart from affordability which the
lender assesses, the other three — accounting for 67% of all declines — are or were in
the hands of the customer which shows how much influence SMEs themselves have
on whether or not they can obtain lending. While | understand fully how some of
these may have been unavoidable or for good reasons at the time, the ability of the
SME to control their own credit information and performance is critical for them in
having their lending applications accepted so once again highlights the importance of
them understanding what is their credit score and conduct. While | accept that the
lenders themselves can help their SME customers in that, and indeed the BBA does
supply regularly good information on this to many organisations, | still believe that
Trade Associations, Credit Reference Agencies, and Government all could do more
to help.

This category also contains the vast majority of Sole Trader applications where the
only data that can be tracked — outside of the banks own internal account data — is
on the owner, so their personal history is important as well.

Over £25k Lending
Affordability — 48%

Appetite — 19%

Business Experience — 11%
Customer Contribution — 8%

Again, the above highlights that in the over £25k lending how ‘outside numbers and
influence’ have little impact on decisions and it is here that the better conversations
can really take place and where the experience and financial knowledge of the SME
can really impact.
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Decline Reasons all Banks for all Lending: Years 1 -4 (April 2011 — March
2015)
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Decline Reasons all Banks for Lending up to £25K: Years 1 - 4 (April 2011 —
March 2015)
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Decline Reasons all Banks for Lending above £25K: Years 1 - 4 (April 2011 —
March 2015)
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The remaining charts in this section highlight a number of things:

) That the Appeal Process is now covering a wide variety of lending
products.
1)) SMEs and especially smaller ones still tend to stick to traditional lending

products when other alternative ones may be available which may be as
good if not better for them sometimes. While the Better Business Finance
website’ does provide information on other methods of funding again |
believe lenders, Trade Associations, Government and others need to be
more active in providing good information on the wider variety of lending
products available plus helping lenders to take away some of the myths
surrounding where my old hobby horse of invoice discounting fits, where |
still believe that more SMEs could and should use it. Also | expect to see
over the coming years a growth in the number of micro businesses moving
to commercial credit or charge cards as their prime form of financing their
businesses in today’s modern environment where cash and cheques are
becoming less and less used, a well run commercial credit or charge card
can be the easiest and cheapest way to run your business.

iii) In terms of size of lending, size of company and the relation that this has
to the number of declines, appeals, and overturns, the charts continue to
highlight that those SMEs who have the resource and the experience to
have more informed conversations with lenders tend to do better than
others. However the conundrum exists that those who need the most help
tend to be small who neither have the time themselves nor do the lenders
commercially have time to spend upskilling them, which again highlights
how important it is for the processes that lenders have to allow those
better conversations to take place which help to fill a gap in knowledge
and skills that may exist with the SME. It also highlights how important
again Trade Associations, intermediaries and Government are in making
sure that the knowledge of micro SMEs on credit and the lending process
IS raised.

7 http://www.betterbusinessfinance.co.uk/
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Appeals by Lending Product: Years 1 -4 (April 2011 — March 2015)
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Note: these two charts include cases where customers have applied for up to two products and therefore actual number will
be greater than the number of cases captured

Appeals by Lending Product: Years 3 & 4 only
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Appeals by Size of Customer Turnover - Years 1 - 4 (April 2011 — March 2015)
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Appeals by Size of Customer Turnover - Years 3 & 4 only

60%

50%

40%

30%

20%

10%

0%

£0 < x < £100k £100k < x < £250k £250k < x < £1m £lm<x<£5m x> £5m

H Appeals ® Overturns

34



Appeals by Size of Lending Request - Years 1 - 4 (April 2011 — March 2015)
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Appeals by Size of Lending Request - Years 3 & 4 only
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Appeals by Type of Customer - Years 1 - 4 (April 2011 — March 2015)
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Appeals by Type of Customer - Years 3 & 4 only

70%

60%

50%

40%

30%

20%

10%

0%

Existing Customer New Customer Start-Up (< 6m)

M Appeals ® Overturns

Annexe H contains the charts which show other key information in terms of sectors
and geography which again have shown little change from previous years.
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7. Compliance

| have left this section to the last but one in my Annual Report as while | do have
concerns about the level of regulation and scrutiny being applied to the financial
sector | would not want it to take precedent in this report over all the positive benefits
that the Appeals Process is bringing to both lenders and most importantly their SME
customers. Let me also say that | have nothing against, and in fact am a great
supporter of good regulation and it was clear after the crash in 2008 that the financial
sector was in need of a refresh of the regulations surrounding it.

However, one thing that the UK and especially this Government has been pushing
hard is the need for better regulation under the five key principles that regulation
should be transparent, accountable, consistent, proportionate, and targeted. | see no
reason why these principles should not be applied to financial regulation as well.
There has to be a balance between the need to regulate and the need to lend and
how good risk assessment is in place to ensure that the balance does not swing too
much one way or another.

What has caused the difference over the last 18 months in terms of compliance
becoming more of an issue in that balance is that the Office of Fair Trading (OFT)
passed its responsibility for consumer and other lending to the FCA. The FCA is
seen by the financial community as a regulator with powers to enforce and enforce
hard which the OFT never was.

The FCA sourcebooks covering Consumer Credit (CONC) and Mortgages and Home
Finance (MCOB) contain many rules as well as guidance to lenders. However, while
the guidance might look to offer flexibility in approach, the FCA supervisors often find
it easiest when there is less deviation from the strict interpretation. Therefore this has
encouraged the lender's compliance teams to turn the guidance in CONC and
MCOB into standards to follow in conjunction with the rules for the way things have
to be done within the bank, and not take into account any difference in size and
risks.

This is why the question | was asked this year by a Government official about ‘Is
compliance getting in the way of lending’ is very timely.

All 1 will do in this section of my Annual Report is highlight some examples | have
seen which have made me stop and think or reflect on the way things are done in
terms of ensuring that both SMEs get the lending they are open to and that lenders
are not prevented or inhibited from doing that.

One of the key examples | would give this year is the system change that one of the
large lenders put in place to assess lending in one key product which tends to be for
relatively small amounts to small SMEs and can be low risk.
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Their system goes through the steps that all lenders should to comply before
deciding whether to lend to someone. Those steps are set out below.

Step 1 — Has the applicant filled in the form correctly — many applicants do not.

Step 2 - The completed form is then compared with other information that the
lender, or others it can access, may have on the applicant to see if it
matches and if not why not.

Step 3— The lender will make sure that they have all the information they need to
satisfy the ‘Know Your Customer’ requirements, including:

Step 4 — Sanctioning check against the UN Sanctions list to ensure the applicant is
not on any international watch list or doing business in a jurisdiction where
the lender is not legally allowed to be providing finance.

Step 5— Anti-money Laundering checks
Step 6 — Fraud checks covering both the company and the use of the funds

Step 7 — Apply the bank’s own algorithm to see if the applicant passes their own
test in terms of credit-worthiness and policy.

Step 8 — Approve, decline, or refer the application.
Step 9 — Where they are declined and are within scope the applicant can appeal.

| have said before in my Annual Reports that banks are like a manufacturing
business which has to make a profit on each sale it makes. Bank’s sales are giving
people credit and without those they would not be in business which sometimes
people and especially commentators forget. Also if they do not make profit on the
volume sales — which for lenders tend to be the small amounts — then they will go out
of business.

While these nine steps are all essential in the current world we live in, they take time
and that costs, so it is impacting on lender’s ability to be commercially viable in some
areas. While there are instant online ways of applying for credit which SMEs can use
these tend to be only where the lender has done all the above work and sets a limit
on what they might lend to each individual before they apply. Therefore the decline
rate on these immediate applications can be high or many will be referred to go
through a more manual review process.

Other areas where this pressure of regulation is seen are:

1. Fulfilling an agreed application where even though the lender has agreed to
give credit, in whatever form, the application must then go through compliance
to ensure that all the issues a bank needs to cover have been met. Again, this
applies to all sizes and forms of lending and takes no account of risk so
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makes the conversation that a customer can have not as good as it could be
given the string of extra questions they can be asked after having their credit
agreed.

. Because of changes in the way that security over a lender’s main family home
is now treated this can mean that certain SMEs will have to provide the lender
with much more information than they had done previously, even for renewing
their overdraft for example, not just for new lending. This is an unintended
consequence of a rule that was meant to apply to consumers but catches a lot
of SMEs who fall into the ambit of CONC. As far as | can see this adds little to
the risk between the lender and the SME but can detract from a ‘better
conversation’ as the lender strives to gather the information it needs and the
SME does not understand why it is needed.

. All of us will have experienced the now long legal ‘read out’ that lenders have
to give when you want to apply for credit with them or after you have been
approved. These ‘read outs’ are becoming longer and now in some instances
even contain the Appeals Process. My concern is that these ‘read outs’ are
becoming like the ‘Terms and Conditions’ that we are all asked to agree many
times online or when loading software which research has shown hardly
anyone reads and | think from having witnessed a good number of those type
of exchanges between customers and lenders over the last year that the
same is happening to the ‘read out’ in that fewer customers actually listen
properly when that happens as the lender phrases it in such a way that the
customers knows it is coming. | am concerned from my own position on
Appeals that this may be hindering people to appeal. | intend to monitor this
closely.

. Finally, in the Small Business Bill that went through Parliament just before the
election this year, lenders are now being legally obliged to pass a declined
SME customer on to another possible lender through a portal or portals that
will exist to do that. This will apply to loans and overdrafts for SMEs over
£1,000. While the detail around this has still to be put in place, | am concerned
that this adds further complexity to both what banks and SME customers have
to do and since my understanding is that those they may be referred to may
not have to comply to the same strict regulatory and other rules that
mainstream banks do then | think we will all need to be careful how this is
implemented. In terms of the Appeals Process, while | know that the policy is
to align this with the Appeals Process, (and indeed officials have engaged
with me on the design and implementation of the Bill) | do still have a
particular concern in that while this new legislation does not in any way take
away an SME's right to appeal, it may make it more challenging in terms of
how long they might wait to do it. | shall be following with interest how the
detail of this bill progresses and will comment on it, if necessary, in my
quarterly reports over the coming year.
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All of the four above and also the many stepped process now having to be adopted
by lenders is giving me cause for concern and, for the first time, | am hearing noises
by lenders around whether the de Minimis bar for SME lending needs to be raised to
accommodate all this extra resource that has now got to be put into lending small
amounts of credit to SMEs.

Also it is making banks look at how they can make decisions quicker on renewals of
say overdraft or credit card limits and can they make them more ‘automatic’ i.e. the
bank looks at the way the account has been conducted and if it is satisfactory in their
judgement, then they renew it without having any conversation or gaining any new or
up to date information about the business. While many SME businesses will see this
as a good thing, it does mean that the usual annual conversation — which may be the
only interaction the bank has with a customer — does not take place so the bank
loses touch with what is going on with the business. If the business then comes to
apply for new or increased credit it will mean that the bank will have to go through a
much longer and more robust gather of information on the business as it will not
have picked it up as it would have done through annual renewal conversations.
While not all lenders have decided to go the ‘automatic’ route many are considering
it as a way to manage the commercial return from their customer better.

Therefore my answer to the official's question just now on whether regulation is
getting in the way of lending is that it could well be starting to. | have asked each of
the banks who are part of the Appeals Process from now on to provide me with
information on any new regulations or changes to regulation that they think is getting
or will get in the way of lending. That it is already getting in the way of the better
conversations we are striving for between SMEs and lenders is now undoubtedly
true in certain cases and | will work with officials to see if the better regulation
approach that the Government applies to all it does elsewhere, and indeed now also
with Government sponsored voluntary regulation, should be applied to the financial
regulators as well.
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8. Key Priorities for Year 5

As | state in the Summary section at the beginning of this Annual Report, the end of
year 5 would always be a time for reflection and taking stock to see what the impact
of the Appeals Process had been to date and what needed to come next. That does
not mean that | see this as an end point but a time for us all to plan the next stages
of the process and when that could be which | suspect will be different for each bank.
At some time the Appeals Process must become an integral part of each bank’s own
process which they execute because they see the benefit they and their customers
get from it. Also they should have their own oversight and interrogation processes
that watch and develop it. | do not think any bank will be in a place to do that by the
end of next year but | want to develop with each a plan that shows how and when we
might get there. | think it will be different for each and | will judge it on the categories
| set out in the summary at the beginning of this report namely people, process,
systems, and policy, and then integration. Until each bank has satisfied me of the
first four then we will not move to the integration process. Some are nearer than
others, some still quite far away from some of the four, and some new to the Process
so it could well be different for each bank.

While that will be my key priority for the year, there are a number of other specifics
that I and my team will focus on as well namely:

a) Improvements in the decline letter to ensure that better and more precise
reasons for decline are given to the SME customer, which is still not as
consistent as it could be across all banks and product types.

b) Making sure that TSB and Clydesdale/ Yorkshire banks are now embedded
into the Appeals Process and that | and my team make sure they are fulfilling
all the things that we need to do with each bank.

c) Bring in at least one more bank to the Appeals Process.

d) Look for and highlight any further compliance issues that are or could have a
negative impact on lending.

e) Ensure that the new legislative referrals process does not impact adversely on
the Appeals Process and indeed SMEs in general.

f) Change each bank’s Actions Plans to a form which fits with the opening
paragraph of this section.

g) See how we can further enhance the data sheets we receive and target to try
and receive 100% of all overturn cases.

h) Ensure that each bank achieves the awareness targets in terms of internal
and external reach that we have set for them.

i) Ensure that each bank has in place awareness research that outputs
meaningful numbers of those aware of the Appeals Process.

]) Keep meeting as many Relationship Managers and customers as | can to
make sure that what is happening in terms of process and system change is
having a real positive impact with customers.
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9. Appendices

Annexe A —Bank Commitments & List of Banks

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

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

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

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

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.

10.

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

Support the Enterprise Finance Guarantee Scheme, seeking continued
Government backing through to 2012, and accommodating any changes
made by Government

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

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

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.

13.

14.

15.

16.

17.

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

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

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

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

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

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
Barclaycard

HSBC

Lloyds Banking Group
Royal Bank of Scotland
Santander

Bank of Ireland

Danske Bank

First Trust Bank

Ulster Bank
Clydesdale

TSB
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Annexe B — Minimum Standards and Scope of the Appeals Process

10.

The Appeals Process is available to all SME customers with a Group Turnover up to £25million

“In Scope”

All types of lending products, funded and non-funded, required by bank customers to support them in the

performance of their business activities

Applies to all “lending applications” including lending requests to the Bank where the customer has provided
“New” information which then results in a negative view e.g. “Declined at Source”

Applies to applications which are declined where no offer has been made or where the customer does not agree
with the Bank’'s Conditions for lending (excluding standard terms, fees and pricing)

“Out of Scope” (ineligible)

Customers within Bank’s support or recovery units where lending is usually more structured

Where bank is precluded from lending to a customer because of market regulations, including AML or sanctions

Bank to communicate the reason(s) for the lending decline in writing and preferably verbally also. It is important
that the bank keeps a written record of the decline conversation with the customer

The verbal conversation with the customer and the lending decline letter must include information on how to
appeal e.g. signposting to the Appeals Process. As discussed above, a written record should also be kept of the
decline conversation with the customer

Decline letters should be written in plain English and include signposting to Alternative Sources of Finance, CDFI
and business mentoring

Appeal Reviewers will be “Experienced Lenders” who have not previously been involved in the decline of the
original lending application

Appeal Reviews to be undertaken on the basis of ensuring completeness of the original lending application. This
will take into consideration any new or additional information which has been provided by the customer with
their appeal or requested by the Appeal Reviewer subsequent to the receipt of an appeal

Customers are required to submit appeals within 30 calendar days of their receipt of the written decline
communication. To provide for normal posting time we would regard this as 35 days from the date of the decline
letter

The Bank is required to inform the customer of the outcome of the appeal within 30 calendar days of their receipt

of the appeal. Appeal decisions to be communicated to the customer in writing:-

Where the original decline decision is upheld confirming the original decline decision stands an explanation of the
decline reason(s) must be given

Where the original decline decision is overturned, in favour of the customer, it is considered prudent to confirm
the amount that has been agreed, especially in the instance where the amount is less than originally requested by
the customer
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Annexe C — Appeals Case Review Form

Appeal Review Sheet
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Annexe D — Appeals Process Site Visit Requirements for Appeals Files

e 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.

e 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.

e Forindividual files, the following information should be included where available:

0 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

0 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

0 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.

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

0 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

0 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)

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

0 Acknowledgement letter when sent and where part of the process
0 Details of any information submitted with the appeal
0 Name of person who dealt with the appeal

0 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

0 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 E — Appeals Process Site Visit Feedback

Site:
Date:

Attending
Independent External Reviewer:

Promontory:

Professor Russel Griggs, OBE

Appeals Reported to Date

Year

Appeals
Received

Appeals
Overturned

% Overturns

Reviewed by Promontory

Total
Reviewed

Reviewed
This visit

Year 1

Year 2

Year 3

Year 4

By Quarter

Appeals
Received

Appeals
Overturned

Appeals Processed Showing Overturn rates by Quarter

% Overturns

Appeals Completed

Appeals
Completed

Review
Sheets
Received

Year 3. Q1

Year 3. Q2

Year 3. Q3

Year 3. Q4

Year 4. Q1

Year 4. Q2

Year 4. Q3

Year 4. Q4

Positive Themes

Appeals Process Updates / Discussions

Observations / Next Steps / Matters for Consideration




Annexe F — Appeals Process Awareness raising — Generic Campaign

Awareness campaign summary

The Better Business Finance (BBF) campaign ran throughout 2014, bringing the Appeals
Process and wider campaigh messages to more than 10 million people online. It was an
integrated communications campaign which ran throughout the year, supported by
online advertising, social media engagement and public relations activity, as well as
information provided via bank websites, directly to customers and via third party
business groups.

The Better Business Finance campaign’s new, accessible website provides information on
how to launch an appeal, as well as guidance related to finding finance, with more than
500 finance providers represented.

Media coverage® among UK Jan - Dec: Visits on the site
SME
owners/managers/chairmen 133,103

1%

S0%

Target Covered 2013 2014

e At the end of 2014, 10.3 million people (estimated unique users) had seen the
campaign since it started

e There had been 968,782 PPC impressions (the number of times our Pay Per Click
advertising was seen), targeting small business owners with help, support and
advice messages

e There was a 121.89% increase in visits to the Better Business Finance website
compared to the same period in 2013

e There was a 160.91% increase in page views compared to the same period in
2013

e The Appeals advertising was the most successful of the campaign executions,
reflecting its strong call to action

e Both Twitter and Linkedln performed better than their own industry-standard
benchmarks
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0% -

All UK Adults SME managers/owners

Media coverage of the campaign reached 71% of the key audience of SME owner/
managers (see table above). Frequency of exposure to the campaign messages
increased to 2.9 times each, a result above the minimum recommended to ensure
retention of campaign messages. Media coverage included a total of 107 articles to
date.

Media coverage highlights from the campaign include:

THE 882 TIMES Che @Blegm]]ll

Busi ness Bankers in drive to boost SME loan applications
The British Bankers Association {ERA) has laomched a mew campaign to encourages smadl
y V. , basinesses to apply for bank finapee
Banks ‘ready and waiting’ to lend to small
businesses

By Rebecca Burn-Callander, Enterprise Editor
11:4TPM GMT 23 Jan 2014

Hamiryn Hepiarcs, Eoosomacs Coamis pos il
Lnak uprobe of 120180 Jaruwy 23 2090

W Follow < 3 318 folowers

Funds are ready asd walting for Briain's senall and mediem-sized
companie: bus firmes are bolding back from agplving for loans
Bwzaruise Chiy' do oot trink they will be fix] B thear appliati
ancordng o the country's biggest banke,

Bl 1 comment
If aill businesses thal required finance wen! ahead wilh their applications

based on the current approval rates, there would be a significant
economic uplifl, sad the BBA
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Biggest banks join forces to launch
lending campaign

The UK's biggest banks are joining
forces in an attempt to

stamp out a widely-held perception
they are reluctant to lend.

Five lenders - Barclays, HSBC, Royal
Bank of Scotland, Lloyds

Banking Group and Santander UK -
will on Thursday launch a

campaign aimed at encouraging small
and medium-sized businesses to apply

NEWS BuUsINESS

Banks ready to lend to small businesses,
says BBA

Baras 30w mang sUInE 1 Med M3k BT Dt faEpE Ink L
Trol BTTES BRI BAAE LN (REA| SR 1 LILAE T 8 B e
FaTaNng CATRIgT

CITYAM.

Banks tell small
firms to borrow
more to grow

M BY TiM WALLACE

PRODUCTIVITY in the UK is being
held back by small firms’ reluctance
to borrow, the British Bankers®
Association (BBA) argued yesterday.
Borrowing makes firms more

likely to innovate, export and plan
growth, the group said.

e The plea for small- and-medium-
sized enterprises (SMEs) to borrow
more comes after several years of
banks being blamed for cutting off
small firms’ credit lines, and marks
a mood reversal for the industry.

“One of the worries about the
recovery is that there is so far little
sign that Britain's productivity is
improving.” said BBA chief
economist Richard Woolhouse.

“Innovation is one of the most
important ways businesses can make
themselves more productive.”

“The fact that firms who won
access to bank finance were 32 per
cent more likely to have innovated
suggests thal if more businesses felt
confident about applying for credit,
our national preductivity rates could
receive a significant boost.”

The study, using data from BDRC-
Continental's SME monitor, found 37

for finance.

Businesses applying for finance in the Morth
West more likely to get a 'yes' from their bank

7 aolirbed 27 drd ] = prre B =

AT per cent of all SMESs innovarted in the
it e fast year, compared to 49 per cent of
those who successfully applied for
Totwusigy Frana & loans. |

10 important things to know

by
r.l.-'..--.

it small business finance

Tk oy 3535 hokd for v v buadnaga ' iy po s king m ssp e end divendfy. o i 2014 et
e

v . wn b et mptmey my, and b b e

ammndm b e e u g P e
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Social media highlights from the campaign include:

Linked [T}

Better Business Finance Profiassor Griggs. Independent Extemnal Reviewer of the Appeals
Pracess, has rebsased his third Annual Report foday hitp: it ly'1pSHPDK Find out mane about
appeals here fittp b ' 1inelbe

Appeal a bank decline here

hitly - Ifyou've applied to your bank for any finance for your
m’ businass and you have been tumed down, you can appeal here
FIMANCE fou need | ba within 30 days of your ariginal application, and you
GO, wiill need 1o med certain elegbiity conditionsy The
¥ BEF

Hawve you been turned dawn for a business loan® Here's how you can
appeal bit Iy jeqeBL

q'r BEF
Report out today reveals banks are

improving lending conversations, helping
SMEs find the right #bizfinance bit.ly
/1pBHPDk

4 BEF
The independent Appeals Process Annual Report s cut taday bit Ly

(pBHPCx Start an appeal here bitlyMtnakbe

BBF &t

. The independent Appeals Process Annual
Report is out tomorrow. You can appeal
your bank's #bizfinance decision here bit.ly
JltneXbe

mongy  poneyRaisingExpert

raisin?
exper @MoneyRaisingExp

Lom

Some basic ingredients for any
#business plan ow.ly/El3dy
@bbftweets #fundraise

5.15pm - 23 Nov 2014 - Hootsuite

- £ * ses
Reply to @MoneyRaisingExp @bbftwe. .

7 BBF @bbfiweets 18d
@MoneyRaisingExp Thanks for
sharing!

® View

monay MDnEYRaisingExpen @MGI"IE.-- 18d
sapert @bbftweets you're welcome!

® View
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Unhappy with your bank’s #nzlinance
decision? You can appeal it bit ly/1poEGEX

Locate LOCANE Easl Sussex £ & Follow

bbftweets provides impartial information
and support to “businesses &
entrepreneurs looking to develop and grow
ow.ly/DSnBF

2 A o R

Are you a #startup applying for finance?
Here are the top 4 questions your bank will
ask bit ly1xQ2BNa
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Annexe G — Appeals Process Awareness Raising — Individual Action

1. Examples of methods and measures

1/2 yearly reminder issued to all Business Banking staff re Credit
Appeals process and requirements

91 Regional Press

A message on bank statements reminding customers of their right to
appeal a lending decision

A showcase of Barclays products and services designed for meetings
with KBI's and Brokers

Account Application Form

Alignment of Adverse Data rules across the SME product suite
All SMEs to be written to profiling the Appeals Process

All SMEs written to profiling the Appeals Process

Appeal application embedded in Better Business Finance Appeals
section.

Appeal application embedded in Better Business Finance Appeals
section.

Appeal Reviewers

Appeals Awareness Message sent to all Business Internet Banking
Users

Appeals Banner' on Bankline
Appeals Banner pop-ups
Appeals Letters and Leaflets

Appeals Process is a monthly item at Business Banking Leadership
team agenda

Appeals Website
Backing Your Ambition - Local Events
Bank intranet site (brian)

"Bank to compile data on the customers who have been declined but
decided not to exercise their right of appeal. Bank to review 50% of
the cases to assess:

a) Was the basis of the decision to decline correct?
b) Was there merit in taking forward an amended proposal?
c) Did the reason for decline in the decline letter match the
true reason for decline?"
Bank to contact (by telephone) 50% of those had the right to appeal
but did not appeal and ask them if they knew they had the right to
appeal? Bank to solicit a response to the question “Did you know you
had the right of appeal?”

Bank to issue communication to clients (including those who have had
their business credit application approved or not applied for business
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credit at all) advising them of the right of appeal.
Bank Website Pages www.chonline.co.uk www.ybonline.co.uk
Banner messages to appear in customers online banking

Business Customer Service Manager now tracking number of declines
both formal and at source

Central Support

Costs of Fishburn Hedges and BBA awareness campaigns
Creation of annual reminder comms/ training

Credit Related Training

Credit team processing of Appeals submitted by Hotline
Customer Mailing

Decline letter includes appeals process information.

Decline Letter issued to all business customers who have been
declined business credit (any product).

Decline letters issued being tracked against declines reported.
Declines & Appeals Intranet Site redesigned & re-launched
Direct Mail

Director Briefing Packs on the Appeals Process produced for all
Frontline Leadership across Business & Commercial Banking

External Events

External Website

F2F Training delivered to Customer Complaints Centre

F2F Training delivered to Divested Directs Channel @ Waverley
F2F Training delivered to SBM

Facility Documentation to include appeals clause

Fishburn Hedges

Follow up launch training/ communication with the Bank's Specialist
Acquisition Finance (SAF) department

Guide to Business Borrowing Site and Leaflet
Improvements to internal lending decline intranet page
Improvements to letter sent to customers declined for lending

Information on appeals to be included in regular lending training
received by front line staff

Information to be included with customers account opening literature

Insert additional line regarding appeals process on customer
statements

Internal Business procedure etc. established to guide advisors on
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actions.
Internal Communications
Internal Website

Interview with Professor Russel Griggs on the Appeals Process
shared via online Bank publication Business Sense

Intranet messages profiling Appeals and ASOF case studies
Intranet messages to profile new Hotline staff and experience
Intranet redesigned to highlight right to appeal a Credit Card

Introduction of Declines & Appeals into Self Assurance testing in
Business Banking

Launch training/ communication

LBG Lending Process in SME Banking & RBB - Agreed Borrowing
LBG Lending Process in SME Banking & RBB - Declined Borrowing
Lending Appeals Process within LBG

Letters

Letters update communication and learning

Mailing to all Business Customers

Management Assurance Committee (MAC) Reporting

Mandatory Compliance Requirements - Lending Principles &
Regulation Module

Monthly sample of 50% of business credit declines to ensure the
applicant has received the appropriate decline letter (including advice
of right of appeal).

New Guide to Business Borrowing Site and Leaflet

New webpage to be hosted on Barclaycard website specifically on
appealing a decision

Newsletter sent out to customers and colleagues working in
agriculture industry

Newsletter sent out to Key Business Introducers and Brokers
Online Banking banner

Online Promotion of Appeals - Appeals Banner placed on all lending
product pages and Borrowing Guides

Optional Module on Declines & Appeals introduced into Business
Banking Accreditation Programme

PLEDGE
Project costs to deliver Decline Toolkit
Provision of Appeals Team

Right to Appeal Signposting' incorporated into relevant SME facility
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documentation.

Right to Appeal Signposting' introduced into Integrated Current
Account application forms

SME Lending Appeals Director

Staff Communication

Staff Opportunity Cost of following the Appeals Process for Customer

Declines (i.e. letter production/ recording requirements)

Staff training

Statement Message

Training delivered to SRMBB in Manchester and Borehamwood
Website information for Business Customers

Website Update - information re appeals & declines process

WELSH Decline letters signposting Business Wales in addition to BBA

signposting in standard decline letter suite

2. Visual Examples
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Business Lending Appaals
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Manufacturing at forefront of our 'Help Britain
Prosper commitment

The Group conlinues its suppert of UK
manufacturing as the headline sponsor of MACH
2014, Britain's largast manufadtunng echnologias

exhigition, waking clace all this waek 8t the NEC, MAC H
Stwaghan Fagge. Group External Ralsticns Directer,
cpened the avent and is being joined by Traver 07 1 1 Ap ri I

Williarss, Criaf Economing - Commarcial Barking

and Jacqgualine Kecgh. Director of Trade -
NEC e Birmingham UK
machexhibition.com

Commarcisl Banking, who sra delivaring
ErEIENIINONE B MMINSE during NE week

Tha sponsorship of the evant, for the second lire
Semonsirates the Geoup's significant support of
pusiness and manufsduring in the UK, and snother example of how we'ng Helping Britain
Frosper (see below)

“We have slresdy delivered over £1bn of funding during 20 o manufacturing firms aoross the
UK through our Manufscturing Commitment,” said Richerd Holden, Hesd of Manufscturing,

SME Banking

% &
st

“In addition to our strong funding support to businesses, the Group has developed our managens
knowledge and undersianding of the sedor through 8 training pregramme developed in
parnership with the Manufaduring Technologies Association (MTA), Enginesring Employers
Federaticn (EEF) snd the Warwidk Manufaduring Group (WKIG)

More than 180 of our managers have completed the training programme so far gaining the
insioht thew need to build deso and lssting relationshios with manufacturers in domestic and
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Don’t let cash flow hold
your business back
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Sounds ampla? kix

Here to support your business
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Wl sperd tme gettng ta know your busnees snd undersanding your ambitors
Tor the B, and redardiies al the Vype o e of oo busress, we'l pot
tongeeheer & finance package ther surs 15 needs, so o can by the aesees woo
] ot dafay

Competitive, flexible funding
Weell gve youa choioa of epaymant opsans thet wark wath your cash ow, and

recatate foes o charges depanding on your oroumstanoes. This means you
corishd Frive o fonds o use & kiswbuire i Ehie busness arnd grow withiout e op
Feart-esgrmisd copursl

How te find out more
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finanoe you reed? Spesk with your Rsdstionship Manager on 0B00 121 4519 or
vt cur vzl b chonline coukf st hineoe

Wdalra commirned no helpng Spport cur cusomers and ter busnesses. F you
apply for business lending faclmes and wa e unable 12 sppreve your spplicancon,
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Business

Ulster Bank sponsors Nl Women in
Business Conference

Mew membership campaign
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Business

Balmoral Show 2018
Histoey of the Baimaral Snow

Winy we Sponsor (e Bamoral

4

BALMORAL-
SHOW 2015

BALMOREAL PARK

13"-15"MAY
% Ulster Bank

> Read More ...

Upcoming Events

View Full Calendar

> Read More ...

== Read More ..,

ataste of Balmoral Shew & Ticket Competition
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Ulster Bank Business Achievers Awards Final

Upsoming Events
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8 Haelp for what matters - Richard Raniuey and Tesr...

LeUlster Bank

Help for what matters

Richard Ramsey and Terry Robb brief
Causeway Chamber of Commerce
members el - L
B5/05/2015

Helpiul storles and
photos

Today s event wat 3 greast chance fo angage with key ctakehofders locally and to
provide » mesningfil economic update that will allaw them to atter plan there
strategies for the months and vears ahead, Qur colfeapues alf worked well topether to
showcase the wider Uliter Bank offering and the feedback from corstormers has been
excollont
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1. New Business Borrowing and Appeals Website

Business Bomowing and Appeals

 Utean e Bl S g 0%y < e+

2. New Alternative Sources of Finance Signposting

L T
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e | 8 e ey =

B e s e g
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native Sources of Fina

Aopeais Did you know?

You are a lot more likely to get
bank finance than you think! o a—

While only 9% of SMEs planning to apply for finance belleve they will get
approval from their bank, actual spproval rates are a lot higher at almast 785

R T SMIE Firmenca Manitar O T gt

If your application Is refected you also have the right to appeal

[For mare Information about applying for finance or to
appeal @ kending decision please click here

Tam e s
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Replies to this emall are not Contact us | View as webpage | Cookie
monitored polic

W BARCLAYS

ANeed netp Wit your,cash fI3w

over tHeé ba‘f_‘lk foliday?

With a bank holiday coming up, a combination of late
payments from customers, additional staff holidays and delays
in deliveries can impact on both your productivity and your
cash flow.

So, If you're thinking you may need finance for paying
suppliers, bolstering your cash flow or taking advantage of
opportunities as they arise, we may be able to help.

As we've pre-assessed your business for lending and based on
the way you operate your account, we should be able to
provide you with a quick response to your funding application
and avoid any last minute concerns.

Apply in just a few minutes by logging into your online
banking, or if you prefer, give our lending specialist team a

call today on 0333 202 743*,

Yours sincerely,
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$ BARCLAYS

How to appeal against your lending decision

The appeals process

Our SME business bending appeals process anables you to appesl
against a kending deckian IF you've been declined or srer't completely
satlafie with W berms |||r & lercha [u] offer

Irfarening you about this procesa s part of aur commltrmant to
spnortirg voo ard your Business, Tha process s moniiored by &n
Independent, extarmal auditor te ensure that t's fair and affective

When can I appeal?
Wi CEN apnesl e applicatian wag daclirad and

The turmover for vour business s under £25 million (F t's part of

a group of companies, this applies to the full groun)

vour Ending spllcation was distlinged i the past 20 cays

You pravided all the required Infarmation t© yowr Barclays Busimeas
Marager

You have not previcusly appealed this decislon

Your exfsting kending st subjeck to formal demand of enforcement or
legal proceadirgs

Your spplication doesn’t breach L law and regulations, doesn't
Irvelve cross-border ransactions in countries subject 1o UM sanctions,
and sA't linked bo & product may be used to evade tax

You can apoeal if your application was spproved but you're not sabisfled
with th& tarme of this finance, This excludes the costs of barrowing,
Agraisd fesss i gtanclard terme we apgly to tha ending fan_'llllnl-

If WL can't fir & W i oriteria, phaass fak 1o vour Banclave Businsas
Manager 1o discuss athar ways we can halp
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How do I appeal?

Appeals need to be made within 30 days of the original decision about
your lending. Make sure bo outline your reason for appealing and
intlude any additienal infarmation to support your case, To give
yvourself the best chance of success, talk to your Barclays Business
Manager to understand why you were declined, so those reasons can be
addressed.

There are 3 ways to appeal:

1. ¥ou can submit the appeal to your Business Manager, preferably in
writing

1. If vou applied for the landing by phone, you can appeal by calling
0345 605 2345 * (salect the option for lending)

1. ¥ou can submit your appeal online using the Batter Business
Finance appeals form

Who reviews my appeal?

Your appaal will be reviewed by an experienced lending specialist within
Barclays who was not invalved In the original decline decision to make
sure the appeal is handled objectively and fairly.

How long does it take to get a decision?

we'll respond within 30 days of your appeal with written notification.
Folkawing this, you can also have a detailed discussion with your
Barclays Business Manager,

What can I do if I've already appealed
unsuccessfully?

If you've appealed a decision unsuccessfully, you have the right to
make a farmal complaint. IFf you're not eligible to appeal, we urge you
to discuss this with your Barclays Business Manager.

We take our role as responsible lenders very sariously and are

committed to working with you to find ather sources of funding. This
includes a wide range of free support Services to help you make the
most of your existing ressurces. You can find them in Business loans

Alternative sources of finance



Alchough Barclays Business may be unable to suppart your borrowing
request at this time, there are alternative sources available to small and
madium businesses,

You may want to consider approaching & local Community Development
Financial Institution {CDFI}, which can be contacted at wovw.cdfa.org.uk

Other options include finding a business mentor to provide support and
guidance at www mentorsme.co.uk and general advice at Getier
Busingss Finance or Business Finance For You

For more information about the appeals process, see S0peals process
EAds .

Important information

L. Lines ane open Monday to Friday, Bam to 7pme To maintain a quality service, we may
mrnitor or record phone calls, Call charges

Find an International Trade Manager

Our team of experienced International Trade Managers covers the UK, providing
imsinesses with expet support and guidancs an frading averseas,

Gat in bauch
I'm interested in
nell
Business overdrafts
Business loans under £25,000
Buginess lans over £25,000
Commercial maortgages
Commercial conveyancing
Credit cards for business
Alcernativa farms of financa
I need to
Skip | want ta links
Finance my business
Business health check
Keep on top of my cashflow
Release cash tied up In invoices
Tools
Skip 1 want ta links
Business loan caloulator

Find aut how maich it could cost to take out @ small business laan
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Chir business lending
appaals process
firubitinn o b oyl
noaiFed 3 lending
deciion if you've been
Jdiachined.
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Borrowing money
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Alternative funding solutions

The key to helping start-ups get access to finance s offering alternatives to customers whe cannat
source finance through cenventional means.

Launcher Loan

+ Prowided by Schaol for Statiops, badued by the governiment, new businesses can apply
for koans of Up o £9.900, subject 1o meating canain eigibity oiera

r Theloan r a gevamimsert-backad |- inbsrest busine s loan with a rfe of

WRhthe Crdles of e Laar R
aroq o e, SCha 0 Far BTy g w il

B 1589 &FF (fxad) The busineis can chocss a repayrnant perksd from 1 ic S pean o il itmatod o
Enterprise Fimance Guaramnies (EFG) schemea ::,hl::::::.ﬁ::"?':;"::w
& gossEmm et inrThes avallanle o business customers with dabls kerding BCOEEE 10 (T On ke £0 rvanoly T ST,
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bewreraineg criteria ey & hard
+ Logng of bt een £1,000 ard £1 midlion ane avalabla theough T schema, with e Founder, Stheal for Sarups

GEATTIMBNT Quaranteeing 75% of the loan

Community Development Finance Instiutions (CDFL)

+ e can al e Bdeloa on edben Tursding opilero, such i e lean Fein & Comen ity
Drrvaloparient Finanse iratinticn [COF ) -or 86 @ il I ester group, which can lend 1ha
CapEtal 10 faks Bl ek w ey naed IE mcar

Appealing a lending decision

* Dur business-lending appeals process enables businesses 1o appeal sgairat oy lending
decision whether they have been declired or aren't completely satisfed with the terms
of m lending offer
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Telégtaph rna &4 eClips Telégraph o eClips

ONE TOWN, THREE TOP ACHIEVERS...

Craigavon companies
carry off awards at
all-Ireland competition

T Iilasil "This & & lasisas
cwritian of The Nand wrk by

Finpiineevs, wriluisl whin tha
[ I S
[T

-
w11 pesl Bt iviesl

1, 1he Pedlesd
Vitrmrapdi s SveadlHas e

Caromm
Thr armunes s ekt
fieancial

™
vt Al R o malmg g

ey el
Arsaiisle s s e oo
L L L T ]

Ll o Ve Dov B gl Tl
el in Aska andd the Farifl,
arud mew Ga{ Wi will
wgw D R w IR e e

Amrd bl Fuiiet ML idlsin Iihiwta LisdBais, brad o L1
HHMW‘--‘MHH"H i Rt Phathirn fisfaisl aasl
& Fudges’ Speacia) Revogmiimn  fheh U ewesls revgnisod sl
Awarid kv e rl._i.lp'-l.llllurlllu
Taa juilges raiisl wr have
oma In drem CANEPr ml.ru:—r-—:rni..t-
Tesrareh arel dhevel-  (Bose arrras (b inshreskagy, ame-
:m_-ﬂmlnﬂ'ml el serkon
i el skt i | bt Mgl prevyie The

Mhe frm roijlens sums Dbt
A st e klwiin sinl wih
i winmsr o 0%, ik Aieas

Wail iFaimplan] aver ibar b
st S bl S ol

il ekl s l|_rl|i|lirr
il ol L b, s s

“Ulsler  han |.ru1|||-m-|l.
PRkt shune Fa
I'II'-I.I-'I'.I’.'hpI'I.I'I'I.I.I.I'I A
s i e g the Sl gt el
Thaad e fchiver n the rerem
oy i by o

Crap gt S Wb A fap el i iy, P et e b

70

Bank sets
aside £1bn
for loans to
business
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https://boini.bankofireland.com/business/current-account/

Talk to us

The following paints will be helphul in building an
affective working business with us:

F Always keep your account managsr informed,
Your account manager needs o understand
your business, so talk to us and lst us help you
threugh the good times and the challenges

»  Keep us updated on your business performanca,
For instance, you should reguiarly provide up-to-
date management accounts with aged debtor /
craditor Estings. Your account manager will set
this up for you

* Your account manager may ask to visit your
premises; this is a good way for us to befter
understand your industry and operations

» We are hera to help and can take you through
funding arrangemants and business banking
oplions for your business; we know this is vital to
growing your business

et the most from your bank. Ask your business
manager for an annual review and ensura that
you are aware of al the support that is availabla
o you.

[ (=} am

*  How we assess loans to businesses

* Whal information is Key 1o us as your bank
> How you could improve your cash flow

»  Alternative day-to-day banking solutions which
may suit your needs.

Sea section 5 in this bocklet for information on this,
Section 2
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Section 2

Reviewing your
business
for the future

Tha most mportant thing you can doto
eneLre the suctess of your busness &

lex hanne a neabstic plan for the fuure, A
businags plan i more than a tool to use
witile Talkirg B0 LS, this i a doourment which
shouid ba capable of moning with the times.
and kesping up with changing ecanamic
conditiors. Taking fime out o review tha
cument state of your business and to identify
army challanges that your business plan may
bz facing & a grest way to start.

Fenagering your business plan wil halp you
ties hebrttfy sy changes vou need to make
1o hedp your business react its Tull potential
WER this irfarmnatian o hand you can begin
lee dharrkeopy @ plan of acticn which sus your
bisinass and srables you to work with

16 b cirbe your business. This plan could
imeoive ampteng from rechucing wour cost
structune andl mprosving yoor debt callection
procasses fo antering a new markst

I orcer 1o assis] wol i the process of
pukting yowr bueiness plan togetne:

wi Fenee provvided an online femplate

that can be acoessad by visting

wows Dankoireland co.ukibusiness
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Managing your
business today

3
Good credit control does nat just happen. Itis
important that you have an effective system in place
Iz ensure that you get paid on fime, An effective and
organised system will help you to control your cash
fiow and encourage your cuslomers to pay you on
timn,

Don't camy mone stock than you need. High stock

will result in high storage and inswrance costs and the

risk of cbsolete stock if your customers” demands

change, While attractive discounts may maks it ssem

like: & good idsa to hold high stock quantities, you
must consider whether holding the stock will cost
you mora than the discount is worlh.

Make sure you receive bensfits for purchasing In
bulk and that the credit terms ara lavourable lor

tha cash flow of the business, Bulld and maintain
strong businesss with suppliers and understand their
business

h flow

» Ensure you have a cash flow plan in place and

that you or someone in the businass is monitoring

on a weekly or monthly basls

» Ty using ‘what i’ scenarios to ses what wil
happen to your cash flow if sales are 20/ 30%
greater or less than your forecast

»  Stress lest your cash flow, For example, if your
debtors take an extra 30 days to pay or If your
craditors want payment up front, how will this
impact your cash flow?

»  Be cauticus about how quickly you axpact your
customers to pay you. It's batter fo expect slow
payment and then recenve the cash more quickly

» Ty to have a contingency reserve of cash to
cover unexpected costs or a sudden shortfall in
recaipts

*Ifyou run inte difficulty and cannot pay a supplise
on the due date, talk to them mmediately. The
aarfier you talk to them, the more flexibiity they
will be able to show and the more likely they are
to accommodale an exlension
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Section 4
Financial solutions
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What Is it?

»  An agreed amount thal your curent account can
go averdrawn by

¥ Hepayable on demand

-

Interest rate is variable and fuctuates in line with
general inakel rales

What should it be used for?
»  Seasonal or temporary cash flow requirements

» Bridge’ the pariod belween supplying goods and
aetting pald, This ls a key cash flow management
tool

oan / Loan
What is it?

»  Negoliated for a fixed peried
b Repayments are struclured
»  Interest rates can be fixed or variable

What should it be used for?
¥+ To fund capital amangements/purchase of assets

a1 Finance)”

hat is it?
» Afomn of rental
¥ Equipment is chosen by the lessee who will be

responsile for 1he suitability and condition of
the assat chosan

*  Lessor retains ownership of the assat

* Lesses makes regular agreed payments
1o the lessor

» Typically for periods of 3 lo § years,

* What should it be used for?

v

Vehicles, Equipment and Plant.

“Subjeet to Bark of treand UK lending requirements

What is it7?
» A versatile and efficient source of finance that
enables you to convert your trade debts into cash

b Release typically 85% of the value of your
Ivolces wilh The balance avalabde Lo you, less
our charges when your cuslomens pay

* Thers is usudly no need lo pladge additionsl
security as the fadility is secured on your sales
lexiges.

What should it be used tor?
»  Proftable, growing business with a need for
aclditional working capital,
Bus t
What Is it?
F Spedificaly designed for businesses lo assist
in the efficdent management of business expenses

F  Gan have as many cardholders as necessary on
e acoourt

b Accephed worldwide

» Currently an annual fee on the card,

What should It be used for?
b Dusiness expenses e.g. trave, petrd, toll
charges, dienl enlerld@nment, elc,
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Applying for credit

What we
Your application will be assessed under a number
of headings. Some of the key areas includs:

Business owners background

Your account manager will first look to you as the
business owner, and your track record in dealing

with previous bank borowings. We may do this

by searching your records hald by credit reference
agencies. Please refer to our brochure A Guide

to Banking for Business Customers for further
information on Credit Reference Searches or spaak to
your account manager,

Ability

Your ability to provide evidence that you are pranning
for the future and are dealing with the issues that
your business is facing s a key gement in helping us
assess the linance appication. Your account manager
will also look at your frack record in business, and
your management ability and experience.

Purpose

The purpose of the loan is very important, for instance,
Is the loan nsedad for working capita, investment
capital or expansion? Always ensure that the purposs
of the loan fits with the strategic cbiectives of the
company, as we will need to understand how the new
funds will benefit your business.

Amount

You need to ensure that you apply for the right level
of facility and must consider all costs when looking

1o raise new finance. For exampls, the purchase of

a machine might cost £50,000, but with Instaliation
and other costs, the actual cost might be £55,000.
Underestimating the total funding amount needed can
be harmbul as this may eat into valuable cash,

Repayment capacity

Your business needs o be able to repay the finance
taciity. if it's a term loan or leasa, we wil look to see
whather tha income of the business will be able to
meel the repayments of the loan / lease,

Wa will alzo lock at all other financial commitments
and the source of repayment, In the case of an
overdralt, we will nead o sse that this facility is

there to support the cash flow of the business, The
Business Current Account should not have to uss the
overdraft all of the time.



Market

The market and your business’ place within it are
central to an assessment of your application. We
will review the local marked Lo idenlify anyihing (hat
might have dther a poslive or negalive Impact on
your business, as wall as reviewing any assumptions
that you have sel out in your business plan against
normma market trends.

What we look for

Evidence that you are planning for your business e.g.

cash flow projections or briel action plan.

b This allows us to gain an understanding of you
as a business owner, the market, product /

o
service, the assumptlons suppurling the financial
projections and detalls of your future plan,

Lp-lo-dale finandds and management accounts

with up-lo-date informalion on deblors and aeditors,

stock, work in progress, elc,

+ This enables us to gain background infomation
on how your business perfonmed i the past and
how it Is ikely to perform In the future.

Tax confimalion by Accountanl.

» This darifies that all tax payments are up 1o dale
and in order,

Proof of confracts, copies of invoices and letters from
cuslomers.

»  This backs up information on order book,

Business and / or personal bank statements (only if

your account is held with another finandal institution].

» This enables us o review current account
cperation,

Cartification of ncorporation & certificate of business

name,

*  This ensbles us to comply wilh anti money
laundering requirements.

Do tation of directors i.e. proof of

name and proof of address.

» This enables us to comply wilh anli- money
laundering requirements.

Further areas to consicer

Seaully / Collaleral

Seaxity, also known as collateral, may bo requested
as part of the terms of bomowing, Gollateral such

as property or assets are used as security against
aloan. When a borrower repays the loan in full and
of time the collateral is retumed to them. However,
should a defaul ocaw, the Bank will have the right to
the collaleral as part of the terms of the borrowing.
This may irvolve the Bank laking possession of

the assel and rdeasing its value by sding it. The
proceeds would then be applied Lo the balance of
the loan cwed to the Bank, In most cases, this will ba
used as a last resorl and the nstitution will strive to
avoid selling Lhe assels or caling i he guarantes,

Leve of collateral requined

The level of collaleral required will depend on The
nature of risk inhoront in the application. Mos
company account borowings may recuine a Personal
Letter of Guaranies from the drectors of the
compary, This is to safeguard the finandal institution
in 1he unforlurate event of the compary alling. A
personal guarantee shows the owners” personal
commitment 1o the business.

Loan Protecticn

In oriler to safeguard yourself as a borrower, it

Is usually a good idea to ensure that Life, and
sometimes Critical liness, cover on the borrower(s) is
In place. Talk to us to find out more.
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Our risk rating system

The Basel framewoerk is an intemational business.
standard that requires financial institutions to hald
enogh cash reserves so as fo cover their risks, In
accordance with Basel, Bank of Feland UK uses a
rick rating system to assess credil appications from
busness customers. The result of your risk rating
will alfect our willingness o lend, the interest rale
appiicable and the condtions of the loan, I is worth
noting that:

Al customer risk raling levels are updaled onan
ongaing basts based on new loan applications,
1he operalion of the existing account and new /
annual infomation e.q. financial statements

b lyour individual erecht raling weakens over lime
it can result in tighter control of your account and
a reduction In the avaliablity of credit

* Az abusiness owner il ks your responsiolily
to manage your accounts and stay dose lo
your bank, in order 1o betler inform them ol
1he performance of your business.

Interest rates

Wa will assess the level of risk in the application
and determine the cost of the loan / tacilify based
on the risk and cost of us funding the amount being
borrowed, Different rales e avadable wilh different
finance options, so ensure thal you are using ths
camedt fype of solution for your business; othenvise
you could ba paying higher interest rates than
necessary. Talk to your account manager to find out
more,

Timings
Under normal ciroumstances and subject Lo receipt
of all necessary information, your account m

anager

will inform you of the dedsion on your application for
crodil within 2.3 days.
Credit ap al
I your application is succassiul we will write to
you selllng out our agresment, We wil inake o

clear and will rec 1 that you
obtan ndependent advice before entering into any

sernent. Information on the rates applicable 1o

your facility will be inciuded in your facility letter:

Where an application for credit is decined, we will
explain e reason why and how you can appesl

agansl the decision,

Appeals should be sent In wiiting to the following
address within 50 days of receiving your declined
decision:

Bank of keland LK

Business Banking Central Team

Tth Floor

1 Donegall Square South

Bedfast

BT1 65LR

Arranged overdraft limits

If you exceed your amanged overdeaft limit, you may
Ineur increased fees and charges, including higher

Interest rales. Please refer to our Rates and Product
brochare for detads,

If the present limit on your carrent account s not
ardenquate, discass the possibilily of increasing your
limit wilh your acoount marager,



Our doors are
open

\ {=
Business Banking
www bankofireland co.ukvbusiness

Lending Standards Board
www.lendingstandardsboard,org.uk

Companias House
www companiashouse gov.uk

Federation of Small Businesses
www.fsb.org.uk

HM Revenue & Customs
wiww.hmre. gov.uk

Law Society
waww lawsociaty.org.uk

Department for Business Innovation & Skills
www. bis.gov.iuk

Intefiectual Property Office
WWWLIPO.gov.UK

Market Resaarch
WWWLITIFS.org.uk

Imvast NI
wiwwinviesini.com

Business Informaticn
wiww.nibusinessinio.co.uk

Intertrade Ireland
wiwwintertradeireland.com

Ewopean Investment Bank
wiww.eib.org

UK Loan Guarantee Schema

www.gov.uk/understanding- the-enterprise-finance-
guarantee
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Annexe H — General Tables — Updated May 2015
Appeals by Government Office Region — (Apr 2011 — Mar 2015) - Combined

KEY
Scotland

England
Wales

Northern Ireland

Appeals by Government Office Region — Years 3 & 4 only
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Appeals by Lending Product / Type of Customer Years 1 -4 (April 2011 —
March 2015)
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Appeals by Lending Product / Type of Customer Years 3 & 4 only
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Appeals by Industry Sector - Years 1 - 4 (April 2011 — March 2015)

A - Agriculture, forestry and fishing

B - Mining and quarrying
C - Manufacturing
D - Electricity, gas, steam and air conditioning supply

E - Water supply, sewerage, waste manag; andr liation activities

F - Construction

G - Wholesale and retail trade; repair of motor vehicles and motorcycles
H - Transportation and storage

| - Accommodation and food service activities

J - Information and communication

K - Financial and insurance activities

L - Real estate activities

M - Professional, scientific and technical activities

N - Administrative and support service activities

O - Public administration and defence; compulsory social security
P - Education
Q - Human health and social work activities

R - Arts, entertainment and recreation

S - Other service activities

- rd
0% 5% 10% 15%
H Appeals ® Overturns
Appeals by Industry Sector - Years 3 & 4 only
A - Agriculture, forestry and fishing
B - Mining and quarrying ’
C - Manufacturing
D - Electricity, gas, steam and air conditioning supply
E - Water supply, sewerage, waste manag; andr liation activities
F - Construction
G - Wholesale and retail trade; repair of motor vehicles and motorcycles
H - Transportation and storage
| - Accommodation and food service activities
J - Information and communication
K - Financial and insurance activities
L - Real estate activities
M - Professional, scientific and technical activities
N - Administrative and support service activities
O - Public administration and defence; compulsory social security '
P - Education
Q - Human health and social work activities
R - Arts, entertainment and recreation
S - Other service activities v v
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Appeals by Size of Lending Request - Years 1 - 4 (April 2011 — March 2015)

< £10k* 65.5% 32.5%
£10k < x < £25k 16.9% 6.0%
£25k < x < £50k 4.1% 1.2%
£50k < x < £100k 3.8% 0.7%

£100k < x < £250k 5.0% 1.0%
£250k < x < £1m 3.8% 0.7%
x> £1lm 0.9% 0.1%

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

Appeals by Size of Customer Turnover - Years 1 - 4 (April 2011 — March 2015)

£0 < x < £100k* 53.1% 22.4%
£100k < x < £250k 23.0% 9.8%
£250k < x < £1m 18.6% 8.1%
£lm<x < £5m 4.7% 1.8%
x> £5m 0.6% 0.2%

* Includes appeal cases where turnover is
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