Message

From: Raw, David - HMT [/O=EXCHANGELABS/OU=EXCHANGE ADMINISTRATIVE GROUP
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=6978E78C93BB4622A98A988E4B85E037-DAVID.RAW]
Sent: 10/03/2020 09:45:50

To: E NR HMT [/o=ExchangelLabs/ou=Exchange Administrative Group e
(FYDIBOHF235PDLT)/cn Recipients/cn= acfe32d54a3248b8a086694899e0faf0- ________ NR ]
Subject: FW: Coronavirus information

David Raw | Deputy Director, Banking & Credit Team | Financial Services Group,
HM Treasury | | Blue, | Horse Guards Rd | London SWIA2HQ || 1&S

PAE NR ‘@HMTreasury.gsi.gov.uk |} 188 i

From: Oakley, Gareth (MD Business Banking) <Gareth.Oakley@lloydsbanking.com>
Sent: 09 March 2020 22:52

To: Raw, David - HMT <David.Raw@hmtreasury.gov.uk>

Subject: RE: Coronavirus information

David,
Good to meet with you today.

Further to your request for a high level view on how we might adapt EFG to reach the most amount of impacted
businesses and importantly implement this quickly. | provide a summary of how we think this may be achieved, in good
faith. As | am sure you appreciate, this has been developed at pace and should not be seen as a formal proposal or
commitment from LBG.

In approaching the problem we have considered known points of friction and disincentive for customers, the ability for
the Bank to implement the changes and how we might address the highest level of working capital needs.

High Level — Coronavirus EFG

To support an easy to execute, fast and simple to understand EFG Coronavirus fund we propose focusing solely on
working capital as set out below. This can be built out in the coming days. While this is easier to set up in a short time
frame we would also welcome an opportunity to feedback on the existing EFG product to enhance its attractiveness to
customers separately.

Proposal

. Overdraft only fund to existing customers
. Simplified criteria and broader eligibility
. Simplified reporting process

U 0% g'tee fee

Product
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Overdraft only, consider a max amount [TBC] which isolates this from the existing Term Lending product that would
continue unchanged. It is anticipated that at this stage the customer need is based on working capital not a need to
extend premises/asset purchase hence this focus. This also reduces the impact on the existing product availability and
concerns from existing EFG customers if the guarantee fee were to be varied.

The Guarantee would be available for 12m but we would need to consider a step-down structure should this not happen
for some customers to protect the customer and Bank

Consideration of positioning — EFG is traditionally seen as a security shortfall product, this variant is very much short
term cashflow shortfall focussed

Criteria

Simplify the eligibility requirements through:

1. Wider sector availability; agriculture is a key sector but due to state aid makes existing EFG eligibility complex
and deters customers from applying

2. Borrowing amounts are set by tenor — consider a max amount for the overdraft variant

3. Security — requires standard credit policies to be undertaken by lenders. This can create a less than even playing

field when assessing support e.g. differing requirements over Personal Guarantees which add hurdles and time to the
process. Propose to not assess the need for additional security for this variant only. Banks will also need to assess their
own internal appetite for clients with both Invoice Finance and Overdraft products

4, Eligibility — work to simplify the qualifying criteria so these can be self-certified by Relationship Managers to
remove additional process checks. To achieve this a level of risk accept for a non-eligibility pool that can still be claimed
against will need to be agreed

5. Simplified Data Protection Notice to be considered (can BBB rely on Bank, review required).

6. Customer guidance — all of this needs to be very simple and easy to understand for customers, both in terms of
eligibility and how fees are charged and what happens at the end of 12m

Reporting

As Overdraft balances are variable, the guarantee will apply to the limit and a report will be generated on a monthly
basis to share limits and utilisation levels together with stock and flow reporting. Therefore a simplified portal upload
will need to be developed ideally at portfolio level rather than customer level given the manual overhead

Fee

To reach maximum potential, a 0% fee is proposed for the guarantee. This removes the largest hurdle for monitoring
exposure levels against working capital variants of the EFG for Banks and makes it easier to understand for Customers.

We propose retaining the 75:25% loss protection.

Alternatively, the following fee structures could be considered but are more burdensome to administer and may reduce
attractiveness to customers:

. Upfront one-off fee, based on total facility size, OR
. Monthly fee, based on average utilisation at a portfolio level

| hope this provides a useful addition to your options. | would be very happy set discuss this further.

qﬁl He;l;;i_?‘g Gareth Oakley
Britai
P24 Prosper Managing Director Business Banking

LLOYDS BANKING GROUP
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HELPING BRITAIN PROSPER

M:
T:
E: gareth.oakley@lloydsbanking.com

A: Lloyds Banking Group, 7% Floor, 125 London Wall, London EC2Y 5AS, TNT 89

1&S

From: Raw, David - HMT [mailto:David.Raw@hmtreasury.gov.uk]
Sent: 09 March 2020 14:06
To: Oakley, Gareth (MD Business Banking) <Gareth.Oakley@Iloydsbanking.com>
NR -HMT

it o

Subject: Coronavirus information

—-— This email has reached the Bank wvia an external source --

Hi Gareth,

Thank you for your time this morning. In terms of the extra info we spoke about | have discussed internally and because
this is moving so quickly, any information you are able to provide this afternoon would be really helpful (even if it is a
work in progress).

Thanks for all your help

David

David Raw | Deputy Director, Banking & Credit Team | Financial Services Group

HM Treasury | | Blue, | Horse Guards Rd | London SWIA 2HQ | Irrelevant & Sensitive ;
' NR @H MTreasury.gsi.gov.uk |; |rrelevant & Sensitive

This email and any files transmitted with it are intended solely for the use of the individual(s) to whom they are addressed. If you
are not the intended recipient and have received this email in error, please notify the sender and delete the email. This footnote also
confirms that our email communications may be monitored to ensure the secure and effective operation of our systems and for other
lawful purposes, and that this email has been swept for malware and viruses.

Lloyds Banking Group plc. Registered Office: The Mound, Edinburgh EH1 1YZ. Registered in Scotland no.
SC95000. Telephone: 1&S ;

Lloyds Bank plc. Registered Office: 25 Gresham Street, London EC2V 7HN. Registered in England and Wales
no. 2065. Telephone 1&S i

Bank of Scotland plc. Registered Office: The Mound, Edinburgh EH1 1YZ. Registered in Scotland no.
SC327000. Telephone:; 1&S :

Lloyds Bank Corporate Markets plc. Registered office: 25 Gresham Street, London EC2V 7HN. Registered in
England and Wales no. 10399850.

Scottish Widows Schroder Personal Wealth Limited. Registered Office: 25 Gresham Street, London EC2V
7HN. Registered in England and Wales no. 11722983.

Lloyds Bank ple, Bank of Scotland plc and Lloyds Bank Corporate Markets plc are authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority.

Scottish Widows Schroder Personal Wealth Limited is authorised and regulated by the Financial Conduct
Authority.
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Lloyds Bank Corporate Markets Wertpapierhandelsbank GmbH is a wholly-owned subsidiary of Lloyds Bank
Corporate Markets plc. Lloyds Bank Corporate Markets Wertpapierhandelsbank GmbH has its registered office
at Thurn-und-Taxis Platz 6, 60313 Frankfurt, Germany. The company is registered with the Amtsgericht
Frankfurt am Main, HRB 111650. Lloyds Bank Corporate Markets Wertpapierhandelsbank GmbH is supervised
by the Bundesanstalt fiir Finanzdienstleistungsaufsicht.

Halifax is a division of Bank of Scotland plc.
HBOS ple. Registered Office: The Mound, Edinburgh EH1 1YZ. Registered in Scotland no. SC218813.

This e-mail (including any attachments) is private and confidential and may contain privileged material. If you
have received this e-mail in error, please notify the sender and delete it (including any attachments)
immediately. You must not copy, distribute, disclose or use any of the information in it or any attachments.
Telephone calls may be monitored or recorded.
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