
Association of Accounting Technicians response to the 
Public Accounts Committee Call for Evidence on Covid-19: 
The Bounce Back Loan Scheme 

Association of Accounting Technicians (AAT) welcomes the opportunity to provide a short response to 
the Public Accounts Committee call for evidence on the Bounce Back Loan Scheme (BBLS) because 
AAT has previously warned of the potential for fraud, the significant risk of loan defaults and the 
impact on both the small business community and the economy as a whole. 

Default 

BBLS was announced on 17 April 2020 and launched very speedily, for good reason, just a few weeks later on 
4 May 2020. 

In the same month, May 2020, the Office for Budget Responsibility (OBR) forecast a likely 10% default rate on 
these loans.  

However, by the end of May 2020, British banks (who are responsible for all BBLS debt collection) were widely 
reported as predicting a 40%-50% default1.  

By July 2020, the OBR had updated its prediction to assume 40 per cent of BBLS borrowers will ultimately 
default.2 

In September, the BEIS annual report for 2019-20, went further still, revealing there will likely be, “losses 
estimated as at September 2020 to be in a range of 35-60%.”3 

Two thirds of the £40bn loaned through the BBLS has gone to over one million SMEs. 

Last month the Chancellor announced a lengthening of the maximum repayment term from 6 years to 10 years, 
but far from solving the problem, this simply defers it.  

Given the incredible and rising degree of anticipated losses and the costs and other resources involved in 
seeking to recover these loans over a 10 year period, AAT believes there is now a very strong argument for HM 
Treasury to write off this debt for all SMEs.  

This will avoid the need for banks to utilise costly debt recovery agencies, whether centralised or not4 as well as 
eliminating the chances of any small businesses being mistreated, as has frequently happened when banks 
seek to recover funds from SMEs in the past.  

However, the most compelling reasons for writing the debt off for small businesses are that doing so would 
provide a much-needed boost for the SME sector, enable a speedier recovery, more growth, more investment 
and in the long term benefit the taxpayer overall.  

AAT is not alone in making such a recommendation. Earlier this year, former Conservative Chancellor George 
Osborne suggested the same when giving evidence to the Treasury Select Committee5.  

BBLS is due to close to new applicants on 30 November 2020. AAT suggests that on 1 December 2020, the 
Government should announce any legitimate BBLS loans paid to genuine SMEs will be written off in full. 

1 Financial Times, 31 May 2020, “UK banks warn 40%-50% of 'bounce back' borrowers will default”: 
https://www.ft.com/content/8a551c37-2de8-446b-a8b8-d4a61d33ef73  
2 Office for Budget Responsibility – Fiscal sustainability report – July 2020: 
https://obr.uk/download/fiscal-sustainability-report-july-2020/  
3 Department for Business Energy & Industrial Strategy Annual Report & Accounts 2019-20: 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/923597/CCS0320287242-
001_BEIS_Annual_Report-Web_Accessible.pdf  
4 Financial Times, 26 October 2020 ,”Banks look to debt collectors to recover bounce back loans” 
https://www.ft.com/content/52f6ad43-abee-4a5b-929e-921dc4278122  
5 George Osborne, evidence to Treasury Select Committee, 3 June 2020: 
https://committees.parliament.uk/oralevidence/455/html/  
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Fraud 
 
Although AAT recommends complete debt forgiveness for the SME community, it strongly believes that 
recovery action must be taken against any borrower, small or large, that fraudulently claimed monies under the 
BBLS. 
 
AAT’s Professional Standards team have received a number of telephone calls from AAT licensed accountants 
concerned about the behaviour of some of their clients in relation to BBLS.  
 
For example, a client in the process of becoming insolvent, obtained a loan using the scheme in the knowledge 
they will not be paying it back. This is clearly fraudulent, unethical and illegal. It is behaviour that should be 
punished and taxpayer’s money that should be repaid in full.  
 
More commonly, AAT licensed members have advised their clients that they are not eligible for BBLS but 
subsequently discovered the same clients have successfully claimed. This strongly indicates they have 
obtained the funds fraudulently. 
 
Those members who have reported such abuse have all been provided with HMRC’s freephone fraud hotline 
telephone number 0800 788 887 and given the relevant web link.  
 
However, AAT understands that the HMRC fraud hotline has been inundated with calls and is also short-
staffed. Given the scale of the problem, staff shortages are something that should be urgently addressed.  
 
Finally, AAT notes that such offences are punishable with a maximum of ten years imprisonment under the 
Fraud Act 2006. Highlighting this fact more frequently and more widely could have acted as a strong deterrent 
to those considering such behaviour and perhaps more reference to this should be made going forward. 
 
 

About AAT 
 

AAT is a professional accountancy body with approximately 50,000 full and fellow members and over 80,000 
student and affiliate members worldwide. Of the full and fellow members, there are approximately 4,250 
licensed accountants who provide accountancy and taxation services to over 400,000 small British businesses.  

 

AAT is a registered charity whose objectives are to advance public education and promote the study of the 
practice, theory and techniques of accountancy and the prevention of crime and promotion of the sound 
administration of the law. 
 
 

Further information 
 

If you have any queries, require any further information or would like to discuss any of the above points in more 
detail, please contact Phil Hall, AAT Head of Public Affairs & Public Policy: 

 

E-mail: phil.hall@aat.org.uk  Telephone: 07392 310264  Twitter: @PhilHallAAT 
 

Association of Accounting Technicians, 140 Aldersgate Street, London, EC1A 4HY   
 

Monday 26 October 2020 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 


