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Dear Patrick,
Bounce Bank Loan Scheme — Ongoing Fraud Checks by Accredited Lenders
Thank you for your letter dated 3 July responding to my letter dated 26 June.
One key issue remains unresolved following our exchange of letters and we set out our members’
position below. Additionally, we wish to discuss the need for an appropriate change control process
to deal with changes that may be required to the Guarantee Agreement, whether resulting from this
issue, the HMT recoveries work or other changes that may be required as the Scheme and its

regulatory framework matures.

You helpfully confirm that most of our observations generally align either with your understanding
and expectations or the Guarantee Agreement itself.
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Irrelevant & Sensitive :and state “if a fraud is identified either through the minimum standards; or

as a result of voluntary additional checks; or simply because a situation has arisen; then the lender
is expected to take reasonable action” including reclamation of those funds.

This raises the question of what constitutes “fraud” in the context of the Scheme and whether it is
the expectation of the BBB that wherever a borrower is found, after origination, to have made an
inaccurate self-certification, that such a case should be treated as fraud and the funds reclaimed.
For example, where there is an inflation of business turnover.
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We think this is appropriate given the genesis of the Scheme and the operation of the Guarantee
requirements and, indeed, contemporaneous discussions about this issue and expectations of
lenders with relevant bodies at the point of the Scheme’s development and implementation.

If you disagree with this interpretation and approach or feel the matter should be discussed further,
then the topic should be urgently tabled and explored further via the HMT recoveries workshops. It
is essential to arrive at a common understanding that is reflective of the Scheme rules and Guarantee
requirements and potentially a restatement of expectations in relationi Irrelevant & Sensitive
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Finance co-chair of the fraud collaboration working group) that where lenders become aware of a
duplicate application for Scheme lending, both lenders should always endeavour to reclaim their
respective loans where a fraud is identified by a duplicate application match. We wanted to check
this approach as we consider it may be unduly harsh and could have unintended consequences to
treat all duplicate applications as fraudulent (assuming this is BBB’s intent) and require them to be
recalled.

We wish to discuss this further at the HMT recoveries workshops, including the confirmation of our
members’ view that the efficacy of the Guarantee is unaffected if a lender does not identify a
duplicate application (despite the guidance noted above and the operation and best endeavours of
all lenders under the CIFAS and information sharing scheme).

Taking these issues together, we would also welcome clarity on how the reputational and FOS risks
can be managed in these circumstances. We would then wish to test the proposed approach to
these issues through the HMT recoveries workshops and fraud collaboration working group.

These issues are of prime importance to lenders. Lenders must be in a position where what is
required of them should be clearly discussed, agreed and then set out in the Guarantee. However,
there is some concern the obligations on lenders in relation to the Scheme are potentially being
sought to be amended or extended through a mixture of meetings and correspondence, with the risk
that this cuts across the primacy of the Guarantee itself and resulting in lenders being on uncertain
and untenable ground. Moreover, it is, of course, self-evident, that these discussions and any
conclusions taken from them, without formal amendment or ratification of the Scheme or Guarantee,
do not enjoy any legal force.
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Consequently, if as a result of the points raised in this letter and subsequent discussions, we need
to include the additional clarity in the Guarantee then a formal and appropriate change control
process to draft and amend the document should be convened, including the resolution of the
potential different treatment of loans written under different versions of the Guarantee as well as
those written on a go forward basis.

We are aIso dlscussmg these issues d|rectIy with HMT in the context of the fraud section they

In terms of the other issues we have raised in our correspondence, we agree that the HMT recoveries
workshops are a good opportunity to raise these concerns and seek clarity as to HMT’s and BBB'’s
expectations We have sought to commence this approach in our written response to the HMT

by Worklng Groups.
That said, | wanted to raise two wider issues about which our members are concerned:
Management of “Look-back risk” and loss of context

At present, the Scheme and its component parts are viewed through the lens of the coronavirus
pandemic and the economic damage it is causing to the UK economy. Our members remain deeply
concerned about what happens when that context is lost, either as a result of the passage of time, a
change in political or policy approaches to the Scheme, a new Government or a combination of these
(and other) variables.

Amendments to the Scheme, legislation and ongoing regulatory certainty

As we move forward and the Scheme and its regulatory framework matures, members wish to
ensure that any proposed Scheme changes are accompanied by evident demand and sufficient
rationale for change, appropriate consultation, preservation of rights and sufficient implementation
periods such that that lenders can marry their participation in the Scheme, their rights under the
Guarantee and their broader obligations under the UK’s regulatory framework.

We would welcome a discussion on these wider issues. In the meantime, | would be grateful if
confirmation of our outlined position or clarification could be provided on the specific issues identified

in this letter.

Yours sincerely

Personal Data

Managing Director, Commercial Finance
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