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GOVERNMENT SUPPORT SCHEMES FLA RESPONSE 

Introduction 

 

1. The Finance & Leasing Association (FLA) is the leading trade association for 

the UK consumer credit, motor finance and asset finance sectors. FLA member 

companies include banks, the finance subsidiaries of major manufacturers and 

independent finance firms. They offer credit services to customers from all 

social groups, via credit and store cards, personal loans, point of sale finance, 

motor finance and a number of other consumer credit products, as well as a 

wide range of leasing and hire purchase services to businesses of all sizes. 

 

2. In 2019, FLA members provided £140 billion of new finance to UK businesses 

and households. Nearly £105 billion was in the form of consumer credit, 

accounting for over a third of all new consumer credit written in the UK. Over 

£35 billion of finance was provided to businesses (including £20 billion to 

SMEs) and the public sector to support investment in new equipment, 

representing over a third of UK investment in machinery, equipment and 

purchased software.  

 

3. The FLA welcome the various schemes that have been announced in the last 

few weeks to support businesses and funders, including the Coronavirus 

Business Interruption Loan Scheme (CBILS), Term Funding for SMEs 

(TFSME), Contingent Term Repo Facility (CTRF), and the Covid Corporate 

Financing Facility (CCFF).   

  

4. However, the reach and effectiveness of the schemes could be further 

increased if access was open to all funders, which in the case of our 

membership includes lenders who provide leasing and hire purchase. These 

products are vital to capital investment needs across the economy that will help 

to ensure the readiness of SMEs to resume business once the UK is out of this 

isolation period.  

 

5. Support for the UK finance and leasing sector is critical to ensure they can 

continue to support their customers at this time without taking on perilous levels 

of business risk. It is also essential that otherwise solvent and successful 

businesses can be supported in meeting their existing funding obligations to 

ensure their survival. No business that would otherwise be successful should 

be put at risk by this crisis as a result of their obligations. 

 

6. This document sets out a number of recommendations to channel the right mix 

of funding that the UK economy requires and guarantee the effective delivery of 

maximum support to business and individuals. 
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Summary of recommendations 

 

7. While the funding schemes that have been announced are designed to assist 

the UK economy in general, both TFSME and CCFF are currently inaccessible 

to FLA independent and non-bank funders; the TFSME does not cover non-

bank lenders, and the CCFF facility is only open to non-finance businesses. 

FLA funders play a critical role in funding British businesses, and we would 

urge the Government to harness this capacity within their schemes.   

 

8. We urge the Government to ensure that CBILs can be applied to existing 

funding agreements that businesses may have. Currently this facility can only 

be used for new borrowing and offers no way to support businesses currently 

struggling with their existing obligations. This would allow funders to quickly 

meet the needs of otherwise viable businesses which cannot make their assets 

pay, due to Government restrictions. 

 

9. We would also recommend that the Government considers other urgent 

measures to help businesses restructure existing debt, such as via equity 

release, aside from the CBILs scheme. Businesses require immediate support 

to meet their existing funding agreements. 

 

10. We would strongly support funders becoming pre-approved “appointed 

providers” of the various funding schemes on offer, where those funders had 

previously drawn on funding from the British Business Bank (BBB). This could 

work on a time-limited basis and would allow funders to rapidly deliver finance 

to firms that need it, without having to enter a long or drawn out approvals 

process. This would ensure that funders are able deploy their services as 

quickly as possible to the businesses that need it.   

 

11. We suggest that, where funders are limited by covenant, that these covenants 

are relaxed or underwritten by the Government to a certain degree, to allow 

further funding to be provided to small businesses. Many smaller funders are 

limited by such covenants and with Government support these restrictions 

could be relaxed to allow further support to be provided to businesses.  

 

12. As the number of agreements in arrears is likely to increase during this period, 

we suggest that the BBB offers a facility for otherwise ineligible funding to free 

up capital. 

 

13. We also recommend that funders are consulted on the implementation of the 

schemes, as their expertise is unique to the sectors in which they operate.  

They could speed up implementation, and feed into an ongoing review process, 

allowing administrators of the schemes and facilities to be more fleet of foot if 

changes are required.  
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14. Finally, we would support the extension of the Annual Investment Allowance 

increase to £1 million beyond the originally planned end date of 31 December 

2020. Many businesses will now be unable to take delivery of plant and 

machinery eligible for the allowance, funded by our members. This will 

dramatically change the business case for taking on this equipment and will 

increase its cost to these businesses at a time when they may be struggling.  

Pre-approval of “appointed providers” and rapid accreditation 

15. Where a support scheme requires approval or accreditation by the BBB, we 

would urge the Government to ensure that any such process is quick and easy.  

 

16. To further increase the take up of these schemes, we suggest allowing funders 

that have previously drawn on a facility with the BBB within the last year to 

become pre-approved “appointed providers” of the various funding schemes on 

offer. These firms will already have met the strict due diligence required to draw 

on BBB funds, and in the interests of speed, the requirements for an additional 

approval process could be relaxed or removed.  

 

17. This proposal would allow businesses to very quickly access the help they need 

from a much wider range of funders, including smaller specialist funders.  

Term Funding Scheme for SMEs (TFSME)  

18. The Bank of England’s Term Funding Scheme is only available to banks. While 

FLA banking members are some of the biggest providers of asset finance, our 

non-bank / independent members provide a wide range SMEs with £7 billion of 

finance.   

 

19. If those lenders could access TFSME, even more support could be given to UK 

businesses facing significant disruption due to the coronavirus. Therefore, we 

strongly recommend that funders without banking licences are made eligible for 

the scheme. In addition, where banks fund “captive” funders, they should be 

able to apply for TFSME separately from their parent organisations to further 

enhance the availability of cash for businesses, reduce potential market 

distortion and increase choice and competition in the funding market.  

 

20. The Bank of England are allowing banks which do not have accreditation to 

apply. While it is right and proper that a funder goes through a rigorous due 

diligence process, it is imperative that a funder seeking accreditation in order to 

access the scheme, should receive accreditation as quickly as possible so that 

they can help their customers.  

 

Covid Corporate Financing Facility (CCFF) 

  

21. The CCFF is open to companies - and their “captive” finance subsidiaries - that 

make a material contribution to the UK economy. Participation will be through a 

bank. Companies that meet the eligibility requirements would include:  
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• UK incorporated companies, including those with foreign-incorporated parents 
and with a genuine business in the UK;  

• Companies with significant employment in the UK; 

• Companies with their headquarters in the UK.  

• Companies that generate significant revenues in the UK, serve a large number 
of customers in the UK or have a number of operating sites in the UK will also 
be considered. 

 
22. These criteria, however, exclude a significant number of non-captive and non-

bank finance companies that also make a critical contribution to the UK 

economy, and serve large numbers of customers. It is vital that these 

companies are included. 

 

23. We would also urge the Government to review the facilities criteria, as it may be 

that some firms do not reach the investment grade required. By creating as 

flexible a facility as possible, more support can be given to businesses 

struggling to continue. It is crucial that any ratings process does not require a 

significant administrative burden which would deter application. Small funders 

may also need to draw on these funds as borrowers, as well as deploying them 

in their capacity as lenders.     

 

Coronavirus Business Interruption Loan Scheme (CBILS) 

 

24. CBILS will greatly assist funders in supporting SMEs, especially with the 

additional flexibility and changes to the guarantee that have been introduced.  

 

25. This does not help existing businesses, including those that are part of the 

Enterprise Finance Guarantee Scheme (EFG), who may now need urgent 

action to keep afloat. We would strongly support an extension of the CBILS 

scheme to cover existing agreements, to allow firms to offer payment holidays 

and moratoria to the widest possible range of businesses that need them. 

 

26.  Businesses which would otherwise be solvent should not struggle as a result of 

the crisis, and such a facility can only exist with Government backing. We also 

recommend that the existing EFG schemes dating back six months become 

retrospective and are ‘grandfathered’ into CBILS. 

 

27. The current threshold for CBILS is £45 million. We would urge the Government 

to consider raising this threshold and to apply it flexibly so that, for example, a 

business that only just falls outside of the threshold can still make use of this 

facility.  

 

28. Under the existing EFG rules, the guarantee is not assigned. We recommend 

that HM Treasury and British Business Bank consider assigning the CBILS debt 
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to large financial institutions, which should increase liquidity in the market by 

providing additional stability to the scheme.  

 

29. Finally, we strongly recommend that the Government considers other urgent 

measures to help businesses restructure existing debt, such as via equity 

release, or direct grants to SMEs, aside from the CBILs scheme. Many 

businesses are already proactively contacting their funders to seek flexibility 

and forbearance. Funders risk being overwhelmed by these requests without 

further direct help to the businesses themselves. 

 

EFG Asset Finance Variant Sales & Leaseback 

 

30.  In the last few months, the British Business Bank has been developing the 

Enterprise Finance Guarantee Scheme Asset Finance variant so that sales & 

leaseback can be included. The refinancing of assets could play a critical role in 

ensuring liquidity and business survival.  

 

31. We recommend that the British Business Bank fast track its work, and we urge 

the Government to fully support this work. 

 

Covenants and restrictions on borrowing for funders 

 

32. Many lenders’ ability to support customers is limited by covenants and 

restrictions set by their own secondary funders. It is difficult for these funders to 

quickly adjust their existing facilities to cope with the forbearance requests from 

businesses. This will cause capital issues and prevent non-bank lenders from 

providing forbearance or from providing new lending, as this could breach the 

funder’s covenants. We suggest that the Government provides a facility to allow 

funding providers to waive covenant breaches within facilities to other funders 

for a specified period of time to prevent the facilities from being called or put 

into run off.   

 
 Support for ineligible funding 
 

33. Many businesses’ funding requests are now likely to be ineligible for existing 

funding lines due to the changed business environment for many SMEs. We 

would urge the Government to consider provision (potentially by the BBB) of a  

funding facility that would fund leases/loans/assets that are ineligible for 

existing funding lines. Such a solution reduces the need to enact changes to 

facilities across the market and so is a solution that would be within the 

Government’s and the underlying lenders’ control. This could be at a lower 

advance than existing facilities (to reflect the risk) but would have the impact of 

softening the capital drag that lenders would experience as forborne deals or 

deals in arrears cease to be eligible.  
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Annual Investment Allowance 

 

34. The Annual Investment Allowance (AIA) was temporarily increased to £1 million 

between 1 January 2019 and 31 December 2020. This change has led to 

businesses making investments in plant and machinery which they may 

otherwise not have made.  

 

35. This equipment is often funded by our members. In the current climate delivery 

of this equipment may be delayed which will significantly change the cost of 

such equipment if it falls under the lower allowance from 31 December. 

 

36. We would urge the Government to extend the temporary increase in AIA for at 

least a further 12 months and to implement reasonable tapering arrangements 

beyond that point.  


