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THE UK COVID-19 INQUIRY

MODULE 9, INDIVIDUAL WITNESS STATEMENT OF
SIR CHARLES ROXBURGH

1. I, Sir Charles Roxburgh, am providing this statement in response to the
Inquiry’s Rule 9 request dated 4 July 2025 (“Rule 9 request’). | have
dedicated significant time and effort to comply with this Rule 9 request. The
request encompasses wide-ranging matters, and considerable time has
passed since the pandemic period. | have sought to identify relevant
documents within the time available. Whilst | have some independent
knowledge and recollection of matters referred to, | have also read information
provided by HM Treasury to assist my recollection and ensure the contents of
this statement are accurate. Any views expressed in this statement are my

own.

PART A: ROLE AND RESPONSIBILITY

2. | began my career in 1981 at Arthur Andersen’s Management Information
Consulting Division (now Accenture). In 1984, | went to Harvard Business
School, graduating in 1986 with an MBA with High Distinction. | then joined
McKinsey & Company where | spent 26 years, working primarily in London,
but with two tours in the United States. At McKinsey, | specialised in Financial
Services and Strategy. | became a Senior Partner and was elected to the
Global Board in 2011.

3. | left McKinsey in January 2013 and joined HM Treasury as the Director
General, Financial Services. In July 2016, | became the Second Permanent

Secretary. | was initially appointed to a five year term, as is standard practice
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for Permanent Secretary appointments. In early 2021, | requested and was
given a one-year extension to my term. | left the Civil Service at the end of
June 2022. | then served my ACOBA waiting period during which | was not

allowed to take up any business appointments.

| started my portfolio career in March 2023, joining the board of Shell PLC as
a non-executive director and the board of Legal and General America (LGA)
as the non-executive Chair. | joined the Global Council of Herbert Smith
Freehills (HSF) as a non-executive member in November 2023. | stepped
down from LGA at the end of February 2025. On May 1st | became the Chair
of Lloyd's of London. | remain on the boards of Shell PLC and HSF (now
Herbert Smith Freehills Kramer).

Throughout the period under review by the Inquiry (1 January 2020 and 28
June 2022), | was the Second Permanent Secretary (2PS) and had oversight
of the department’s economics ministry functions including financial services,

growth, and infrastructure.

51. Reporting to me were Katharine Braddick, the Director General (DG)
Financial Services and Phil Duffy, the Director, Enterprise and Growth
Unit (EGU); Phil was later promoted to Director General, EGU.

5.2. In addition to providing oversight and leadership of the policy
development within FS and EGU, | had management responsibilities in
support of the Permanent Secretary. | was a member of the Executive
Management Board (EMB) and HMT Board. | chaired the Operating
Committee (OpCo), which oversaw routine administrative and
operational issues relating to the Department. OpCo had no

involvement in any policy issues.

5.3. | represented HMT on the Bank of England's Financial Policy
Committee (FPC) as a non-voting member. | was on the board of UK
Government Investments, the Government’'s centre of excellence for
corporate finance and corporate governance. | was also the senior
official leading HMT's relationships with the business community.

Together with the Permanent Secretary, Home Office, | co-chaired the
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Economic Crime Strategy Board, later the Economic Crime Delivery
Board.

Between 1 January 2020 and 28 June 2022, | was primarily involved in
leading those elements of the Government’s economic response that related

to the provision of credit support to businesses. Specifically:

6.1. | played a leading role in the design and operation of the Covid
Corporate Financing Facility (CCFF) from its inception in March 2020
through its closure to new issuance on 23 March 2021 and the final
repayment of balances on 18th March 2022.

6.2. | played a leading role in Project Birch, which was a confidential
process to evaluate the case for firm-specific support to strategically
important UK businesses facing financial distress due to the pandemic.
This ran from March 2020 until late 2020. The one, and only, loan
made under Birch was agreed in June 2020. We also used the term
‘Special Situations’ to describe this process. Meetings on ‘Special
Situations’ continue in my Calendar into March 2021, though by then
these discussions were not directly related to Covid, but to issues
around potential corporate distress unrelated to the Covid pandemic.
The last Covid-related firm-specific intervention was the UK Export
Finance (UKEF) loan guarantee for Easyjet announced in January
2021. UKEF was at the time an arms-length body of the Department of

International Trade (DIT).

6.3. | was heavily involved in the initial design of the Coronavirus Business
Interruption Loan Scheme (CBILS), but my role in the loan guarantee
programmes reduced once we clarified, after the Budget on March 11th
2020, that leadership within HMT on these schemes should be taken
forward by the DG, Financial Services and the Director, Financial
Services. | had some involvement in the design of CLBILS, was
involved on one specific issue (pricing) on BBLS, and was not involved

in the Recovery Loan Scheme (RLS).
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6.4. Through my membership of the Bank of England’s Financial Policy
Committee (FPC) | was involved in the discussions at that forum on
Covid related matters throughout the pandemic. As a non-voting

member, | had no role in any of the decisions of the FPC.

6.5. | had a minor involvement in March 2020 in the advice on Changes to
the Insolvency Rules, though the policy responsibility lay with the
Department for Business, Energy and Industrial Strategy (BEIS) who
took forward this work.

6.6. | had a minor involvement in some of the policies developed by the
Department for Digital, Culture, Media and Sport (DCMS) — the Cultural
Recovery Fund, Live Events Reinsurance, Film and TV Production
Restart Scheme, where the HMT DCMS Spending Team and HMT
Insurance team worked collaboratively with DCMS officials and

external stakeholders.

6.7. | was involved in discussions with the Airline industry both early in the
crisis when the industry sought financial assistance and later in the
crisis in late 2021 and early 2022 over border restrictions. Teams in my

area of responsibility were engaged in discussions with DfT and DHSC.
6.8. | was notinvolved in any macro-economic analysis or advice.

6.9. | was not directly involved with Support for Transport or Future Fund 1
& 2, though these were developed by teams in my area of
responsibility. The Director Enterprise & Growth (later Director General,
EGU) was responsible for these policies, though in some cases (e.g.
Future Fund) the Chancellor of the Exchequer (CX) worked directly

with the relevant policy official.

6.10. | was not involved in the following policies which were developed by
officials in teams that were not in my area of responsibility: CJRS,
SEISS, Business Rate Relief, Covid-19 Business Grants; Changes to
Statutory Sick Pay; Uplift to Universal Credit and Working Tax Credit;
Eat out to Help Out; Kickstart; Restart; Job Entry Target Scheme.
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PART B: ROLE OF THE SECOND PERMANENT SECRETARY TO HM
TREASURY DURING THE PANDEMIC

7. In formal terms, the role of Second Permanent Secretary did not change as a
result of the pandemic. There was no change in my role description. There
were no changes to my direct reports. | exhibit copies of the HMT
Organisation Charts for February 2020, November 2020 and June 2021.
[CR/001 - INQO00655498], [CR/002 - INQO000655543], [CR/003 -
INQO00609815]

7.1. The move to remote working did change the nature of day-to-day
working for me and all my colleagues. HMT moved to remote working
in the week of 16th March. We continued to work remotely throughout
most of 2020 and 2021. Once we upgraded from Skype to Teams,
remote working proved highly effective. For extended periods during
2021, | worked remotely from the US on UK time. (My wife had been
on diplomatic positions in the US since 2018, while | continued to work
full-time at HM Treasury). | am confident that this had no impact on my
effectiveness in the role. All HMT colleagues were working remotely at
the time, and | worked UK hours, starting at 4am or 5am many

mornings.

7.2.  Naturally, the work of HMT changed significantly during this period, as
it was dominated by the response to the pandemic, particularly during
2020 and, to alesser extent, in 2021 and even less in 2022. That said,
work continued on non-Covid related policy making throughout these
years, with the CX delivering two Budgets (March 2020 and March
2021) and a combined Autumn Statement and Spending Review in
October 2021, as well as addressing a wide range of other major policy

issues.

7.3. My involvement in Covid-related policy was intense in the months
March to May 2020, and then reduced, as the policies | had been
involved in developing moved into delivery and operations, where

responsibility lay mainly with other departments or Arms Length Bodies

5
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7.4.

(ALBs). My Covid-related work in June 2020 and onwards was mainly
focused on firm-specific issues (i.e. Birch/Special Situations) and some
oversight of the CCFF. In the second half of 2020, 2021 and 2022,
work related to these Covid interventions comprised a relatively small

part of my work-load.

Throughout this period, | continued to lead work on a number of policy
areas unrelated to Covid including: the development and launch of the
UK Infrastructure Bank; co-leading on economic crime with the Perm
Sec of the Home Office; representing HMT on the Financial Policy
Committee and (from mid-2021) on the G20 Financial Stability Board;
overseeing our support to Professor Dasgupta’s review on
bio-diversity; leading our patient capital strategy with the British
Business Bank; contingency preparation for a ‘non-negotiated
outcome’ following our formal exit from the EU; working on HMT’s
response to Russia’s illegal invasion of Ukraine and the response to
the energy crisis that had begun in late 2021 and accelerated in early
2022. | was involved in a number of recruitment processes for senior

officials in HMG and other public bodies.

8. As requested, | have set out below the working relationships | had with the

following Ministers, advisers and senior colleagues.

8.1.

With the Chancellor of the Exchequer (CX). | worked very closely
with the CX on Covid-related issues in my areas of responsibility,
especially in the first few months of the crisis. Throughout the crisis, |
was hugely impressed with the leadership shown by Rishi Sunak. He
was decisive, hard-working, bold, and appreciative of the advice he
was getting from officials. He encouraged officials to be ambitious and
innovative in our recommendations. | am proud that my colleagues
across HMT responded to this challenge. He was of course under
huge stress and working extremely long-hours. In my experience, he
remained courteous and gracious throughout. Was his performance

perfect? Of course not. I'd flag three areas:
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8.2.

8.3.

8.1.1. He had a tendency to set unrealistic deadlines. Sometimes, as
with CJRS, these proved to be a vital spur to action in the face
of a national crisis; in that instance HMT and HMRC officials
brilliantly delivered against a deadline that they initially thought
was almost impossible. The loan guarantee programmes were
also launched on very tight timetables. Other times, the short
deadlines were not necessary and put teams under avoidable

stress.

8.1.2. He could also focus too much on detail, particularly in areas of
his expertise. For instance, he took a very close interest —
including taking several long meetings — on the term sheet for a
Project Birch £30m loan to a steel company. This was not a

good use of his time.

8.1.3. Although he was bold and decisive early in the crisis, | felt
privately that, later in the crisis, he was slow to accept the
inevitability of having to extend support, e.g. the CJRS. | was
not involved in the policy formulation here and so my

perspective is not well informed.

But those are minor quibbles. Overall, | believe that Rishi Sunak
provided inspirational leadership to the Treasury throughout this crisis.
He took bold, decisive, innovative decisions that protected the
economy and the nation from the long-term lasting damage that could

have arisen from this economic shock.

With the CX’s advisors. | had very little contact with the CX’s team of
Special Political Advisors (SpAds). With previous CX’s | had had very
good relations with the SpAds, but | did not get to know this CX’'s SpAd
team, except for one that | knew from a previous Conservative
administration, Douglas MacNeil. For me, this is in retrospect a source
of regret. Good relations with a Chancellor's political team are
important and | did not have the opportunity to develop them with most
of Rishi Sunak’s team. The relationships were not bad; they were just

not as close as they had been with previous Chancellors’ teams. |
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8.4.

think this was a consequence of remote working. Typically, officials do
not meet formally with SpAds. They do however spend a lot of time
chatting in the corridor before and after meetings or at the coffee
machine, and that is where the informal official/SpAd relationships are
built. As this CX's team joined just weeks before lock-down, | and many
other senior officials did not get to build personal relationships with
them. This was regrettable, for me at least. With other CX’s, | found it
extremely helpful to be able to test ideas with the SpAd team before
presenting advice to the CX of the day. However, | do not believe this
had any material impact on the effectiveness of our response. | had

very good access when needed to the CX through his Private Office.

There was one important exception. Richard Sharp joined as a Direct
Ministerial Appointment, not a SpAd, just as the pandemic was getting
underway. He continued in this role until early 2021 on his
appointment as Chair of the BBC. Richard knew the CX from their time
together at Goldman Sachs. | also knew Richard who had been a
fellow member of the Financial Policy Committee for 6 years. Richard
brought deep corporate finance and investment experience. It took a
little while for Richard to learn how to work effectively with Treasury
officials — and vice versa. Privately, | was sometimes frustrated at
Richard’s interventions which slowed down progress and distracted the
team. However, overall we established a good mode of working
together and | found Richard a valued source of advice. He and |
worked closely together on many of the Project Birch/Special Situation
interventions. We often disagreed on how to structure deals. Richard
tended to favour more complex, more sophisticated structures that
delivered a higher return to the taxpayer. | tended to favour simpler,
easier-to-implement structures. | was also concerned by the risk of
HMT being seen to profit from the distress of UK companies. The CX
told me that he valued the differing points of view and challenge
between Richard and me on these difficult issues where there was
merit in both positions. Richard also played a critical role in the

Cultural Recovery Fund. Richard’s involvement was a useful example
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8.5.

of HMT officials working with outside experts on complex issues, and

giving the CX the benefit of different perspectives on difficult issues.

Senior Civil Servants in HM Treasury. This was an extremely
stressful time for the senior leaders of the Treasury, as it was for
everyone across the nation. Nevertheless, we remained a cohesive,

unified leadership team throughout the crisis.

8.5.1. Tom Scholar provided calm, reassuring and supportive
leadership to the senior team, collectively and individually, and

to the entire workforce of the Treasury.

8.5.2. Once the crisis broke, we began daily meetings on the
Executive Management Board (EMB). These were partly to
discuss the latest information on the crisis and to share progress
on our respective workstreams with one another. They were
also important team building sessions to keep us all united and
supporting one another. On the whole, each member of EMB
was leading on distinct initiatives and we did not double up on

each others’ areas of responsibility.

8.5.3. Beyond EMB, | worked very closely with the two DGs reporting
to me: Phil Duffy, Enterprise and Growth; and Katharine
Braddich (Financial Services), until she stepped down from that
role in the summer of 2021. | also worked closely, often directly
with Directors, Deputy Directors, and Range E (i.e. below Senior

Management grade) officials.

8.5.4. On the whole, relationships between senior HMT officials were
strong, constructive and supportive throughout the crisis. Were
there occasional tensions? Yes, people (including me at times)
sometimes got frustrated that they were left off copy lists on
important advice to the CX or were not included in meetings with
the CX on issues where they thought they should be included.

But these were minor ‘niggles’.
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8.5.5. | would particularly highlight my strong working relationship with
the Permanent Secretary, Sir Tom Scholar, throughout my time
as Second Permanent Secretary. | believe that he and | worked
effectively as a close team with no tensions or disagreements,
and we provided a lot of mutual support to one another through

these challenging times.
8.6. Senior Civil Servants in other Government Departments,

8.6.1. | worked very closely and collaboratively on Covid policy issues
with senior officials in BEIS and the Department for Transport
(DFT); in UK Government Investments (UKGI), UK Export
Finance (UKEF) and the British Business Bank (BBB).
Likewise on some of the cultural interventions, my teams and |
worked well with DCMS officials.

8.6.2. | also worked extremely closely with senior officials at the Bank
of England on the design and delivery of the Covid Corporate
Financing Facility (CCFF). Andrew Bailey was involved in the
initial design. Alex Brazier, an Executive Director at the Bank,

led on the implementation of the CCFF.

8.6.3. | also had occasional meetings of the Economic Crime Board,
which | jointly chaired with the Permanent Secretary of the

Home Office.

8.6.4. With colleagues from all these different departments / public
bodies, we had regular Teams meetings structured around the
common problem that we were trying to solve. | found all these

meetings very constructive and positive.

8.6.5. | had little direct contact on Covid-related policy with senior
officials in other Government departments as my areas of focus
were quite narrowly focused on specific sector-level or firm-level
interventions. The move to remote working did, unfortunately,
make it impossible to hold in-person meetings of ‘Wednesday

Morning Colleagues’ (WMCs). This is an important part of life in

10
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Whitehall as it allows for weekly, informal interaction between
Perm Secs from different departments. It continued
occasionally on Teams but was less effective than in person.
Likewise, the National Security Council (Officials) (NSC(QO))
committee was not able to continue even remotely as most

members did not have access to secure P(Cs.

8.6.6. In April 2020, Cabinet Office set up a cross Whitehall group of
Perm Secs to share information and views on conditions in the
economy, the Economic and Business Strategy Review Group; |
was asked to be the chair. My responses in Part F address this
more fully. In short though, this was never intended to be a
policy formulation group. It was simply an opportunity to share
views informally among a group of interested Perm Secs. It did
not prove very useful, and attendance declined in seniority. Its
last meeting was on July 22nd, 2020. The meetings then
stopped for the summer break and did not resume. For those
senior members of this group where we had common problems
to solve, we continued to work in issue-specific groups
throughout the crisis. This proved far more productive and a

better use of everyone’s time.

Senior Civil Servants in the Devolved Administrations (DA’s). |
had very few interactions with senior Civil Servants in the DAs. This
was true throughout my time in HMT. Most of the issues on which | led
were ‘reserved matters’ and so the CX’s decisions applied nationwide.
When a Covid intervention specifically touched on one of the DAs (e.g.
the Project Birch loan for a Welsh steelmaker) the sponsoring
department (in that case BEIS) would deal directly with the DA. Those
departmental officials had the pre-existing relationships with the
relevant officials in the Welsh, Scottish or Northern Irish
Administrations. One exception was my relationship with Sue (now
Baroness) Gray who was at the time the Permanent Secretary of the
Department of Finance for the Northern Ireland Executive. | had a

good pre-existing relationship with Sue from her time in the Cabinet

1
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Office. She contacted me directly if there were issues, such as
concerns over connectivity between NI and GB by sea and air in April
2020. In that case, | connected her and her team with the right

colleagues in HMT.

8.8. Groups representing stakeholders. | dealt directly with leaders of
several business representative groups (esp. the CBI and the Biritish
Chambers of Commerce). When we were considering sectoral
interventions, e.g. in the airline industry, | dealt with the relevant trade
associations. On some interventions, | dealt directly with the bankers
advising the relevant company. Some bankers contacted me to share

ideas on potential ideas for interventions — e.g. on equity support.

8.9. Groups representing end-users of economic interventions. | dealt
directly with Chairs or CEOs both 1-2-1 (e.g. on confidential Project
Birch/Special Situation interventions) and sometimes with groups of
CEOs (e.g. all the Airline CEOs on border controls). | also held regular
calls with CEOs of major UK companies to get their input on the
situation facing their businesses. All these interactions were recorded

in my Transparency Returns which are included as Exhibits [CR/004 -

INQO000655581], [CR/005 - INQO00655577]. [CR/006 -
INQO00655578], [CR/007 - INQOOO0G55576], [CR/008 -
INQ0O00655579], [CR/009 - INQO00655580], [CR/010 -

INQOO00655584]. | did not have interactions with the users (mainly
SMEs) of the large scale, programmatic credit interventions (CBILS,
CLBILS, BBLS, Future Fund). Once these moved into delivery,
responsibility lay with BEIS and the British Business Bank. | received
feedback, especially on CBILS early on, from the Business

Representative Organizations.

8.10. With Number 10. For completeness (although not explicitly included

in Q5), | should flag my interactions with Number 10.

8.10.1. | did not routinely join policy meetings on Covid with the Prime
Minister; the CX would typically be accompanied by other HMT

officials, or just by his Private Secretary. | had very few

12
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10.

interactions with the Prime Minister’s political advisors, with one

exception, throughout the Covid crisis.

8.10.2. 1did have regular, at times weekly, calls with Ed Lister, now Lord
Udny-Lister. This was our main channel to keep the Prime
Minister, through one of his closest and most trusted advisers,
up to date on highly confidential discussions we were having
with and about potential interventions in UK companies through
Project Birch/Special Situations. Lord Lister was a valuable
source of advice on the political considerations we should be
taking into account in preparing our advice to the CX and he
was a completely confidential channel for highly price sensitive

information.

8.11. Summary. Overall, | believe that my teams and | were very well
connected across Whitehall, with other public sector bodies, and with
the business community during the crisis. The constructive,
cross-departmental, working relationships enabled us to develop highly

effective, firm-specific interventions at speed.

Other than the minor ‘niggles’ mentioned in my response to Q5/para 8.5.4, |
do not believe that there were any material challenges in my working
relationships with colleagues in Whitehall or other public sector bodies during
the course of this crisis. On the contrary, | am proud of the strong sense of
teamwork and collaboration that we were able to maintain through very
difficult, stressful times, both within HMT and across Whitehall and the wider

public sector.

There were occasional tensions between HMT Officials and the CX’s political
team over leaks. Leaks are, unfortunately, an endemic problem in
government and undermine trust between officials and Ministers. For the
most part, HMT was relatively free of leaks compared to many other
departments. However, there were some leaks over the course of the
pandemic. It is almost always impossible to pin down the source of a leak.
On a few occasions the CX’s Political Team blamed HMT officials for a leak.

On other occasions, HMT Officials thought the leaks came from other

13
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11.

Departments, Number 10 or the political team. Concerns over leaks, when
they happened, would be discussed between the Permanent Secretary and
the CX’s Chief of Staff.

In my direct experience, HMT officials worked effectively and collaboratively

across Whitehall.

11.1. | and the teams in my area had extremely regular, often daily, working
sessions with officials from UKGI, UKEF, BEIS, and DfT in particular.
Tom Scholar and | participated in the regular Wednesday Morning
Colleague (WMCs) and Heads of Department (HODs) meetings. Tom
and | also had regular interactions with the Cabinet Secretary;, Mark
(now Lord) Sedwill and then Simon (now Lord) Case. | joined the

Cabinet Secretary (O) update calls regularly.

11.2. | had relatively limited involvement directly with senior officials in the
Department of Health. There were a few informal calls that | joined
with Tom Scholar, Chris Wormold and Chris Whitty. On the whole, |
relied on information being fed back to the Executive Management
Board (EMB) by other HMT colleagues who had attended meetings
with health officials on the progression of the disease and the evolution

of the Non-Pharmaceutical interventions (NPIs).

11.3. In the early stages of the crisis, there was a desire for more information
sharing about the economic impact which led to the formation of the
Economic Business Response Strategy Group. This was intended to
be an informal, information sharing forum for Permanent Secretaries.
However, as discussed in section F, attendance rapidly dropped off and
the group was disbanded as it was not proving a good use of senior

officials’ time.

11.4. From my perspective on EMB, | saw how effectively my HMT
colleagues were working with other Government departments. For
instance, the teams developing labour market interventions (such as
CJRS, SEISS) worked extremely effectively with HMRC and DWP.

14
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11.5. In terms of areas for improvement, | think | and my senior colleagues in
HMT could have done a better job of communicating with senior
colleagues in other Departments what we were doing, and why there
were limits in our ability to share information more widely (e.g. the risk
of market abuse from sharing material price sensitive information, or
breaking confidences ahead of a major CX announcement, or creating
leak risk on highly sensitive decisions about economic interventions). |
also think the multiplicity of fora for sharing information (WMCs, HODs,
Cab Sec O, EBRSG, etc ) meant that colleagues heard the same
information multiple times and so attendance dropped off. Perhaps
fewer fora, with less duplication and overlap in attendance, would have

been a better approach.

12. My role in sharing economic understanding across departments varied

according to the topic

12.1. In relation to developing and sharing HMT’s understanding of the
macro-economic understanding of the impact of the pandemic, | had no
role. This responsibility lay with my colleagues who had the economic
credentials and expertise, such as Clare Lombardelli, the Chief

Economic Advisor to the Chancelior.

12.2. Likewise in developing and sharing an understanding of its impact on
the labour market, | had no role. This work was taken forward by
colleagues such as Beth Russell (DG, Tax and Welfare) and Lindsey
White (Director, Personal Tax and Welfare Policy (PTWP)). They and
colleagues in PTWP had the expertise on labour market issues and the
relationships with DWP and HMRC.

12.3. In relation to developing and sharing HMT’s understanding of the
impact on specific firms and sectors, | was heavily involved, working

with the senior officials in the relevant departments.

12.3.1. The departments of most relevance were BEIS (e.g. for steel,
automotive, aerospace), DT (e.g. for airlines, airports, shipping),
and DCMS (e.g. for TV/Film Production, Events, Cultural

15
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Institutions), MHCLG (for construction), and the Ministry of
Defence (when issues touched on important defence

contractors).

12.3.2. Given the commercial sensitivity of these discussions, we
worked through tightly defined working groups with membership
determined on a ‘need to know’ basis. We established specific
working groups for affected sectors (e.g. Steel, Aviation,
Automotive) and for individual companies within those sectors

facing financial distress.

PART C: INITIAL RESPONSE TO THE PANDEMIC

13. In summary, my contemporaneous understanding of the path of the virus
during January and most of February was quite limited. | relied on what | was
reading in the papers and hearing on the radio. | received updates at NSC(O)
meetings, as set out below, but these did not provide much, if any, more
information than was already in the public domain. The situation changed
dramatically in the final days of February when it became clear that the UK
was at serious risk of a major outbreak of Coronavirus. From that point on,
the severity of the crisis quickly became apparent. |, along with other Perm
Secs, received detailed briefings at NSC(O) and Wednesday Morning
Colleagues and Heads of Department meetings which set out in detail the
realistic disaster scenarios that we could be facing. HMT's Executive
Management Board started to meet daily from the week of March 17th and we
received updates from colleagues who had attended meetings with the
Cabinet Office and with health officials. Below | provide a more detailed

timeline:

13.1.  During January and February, | became aware of the growing
coronavirus crisis in China initially from media reports. From my
Outlook Calendar and my personal diary, | believe that | attended

official meetings in which coronavirus was discussed as below. | have
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omitted any reference to NSC(O) meetings where the discussions are

classified:

13.1.1. On January 31st, | noted in my personal diary that “Coronavirus
is now getting very serious, and concern was rising about risk of
a pandemic. Work now underway on the economic risks if this
thing continues to spiral out of control.” | believe this refers to
work getting underway in HMT on analysing the economic
impact of coronavirus on the global economy and risks to the UK
economy [CR/011 - INQ000656317].

13.1.2. Between February 1st and February 12th, | was copied in on an
extensive email chain discussing China travel advice and the
work getting underway in HMT on the potential economic impact
of coronavirus/Covid 19. [CR/012 - INQ000655426]

13.1.3. On February 12th, | attended a meeting with business leaders
hosted by the then CX (Sajid Javid). In my personal diary, |
recorded that the CX asked “about Coronavirus in China and
whether they [the business leaders] are having any problems yet
with their supply chains. They say — not yet, but in about 2-3

weeks’ time it might start getting really difficult.”

13.1.4. On February 26", | was copied into an email from the CX’s
Office which said that the CX was concerned by the spread of
the virus and asking for advice to understand the trigger points
for action, when he might need to take action, and how this all
fed into Budget preparation [CR/013 - INQ000658368].

13.1.5. On February 27th, | hosted an in-person business breakfast with
business leaders at HMT’s offices. One of the CEOs, normally
very friendly, declined to shake my hand - my first experience of
‘social distancing’. The CEOs talked about the emerging
Coronavirus crisis and a CEO from the hospitality industry
raised her concerns about the potential impact of the crisis on

the hotel industry. However, it is noteworthy that much of the
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13.2.

discussion was on other issues - net zero, migration, tax, and
levelling-up [CR/014 - INQ000655430].

13.1.6. Later that day, | met with Professor Chris Day (a health
academic). The purpose of the meeting was to discuss health
research funding. In passing, Professor Day expressed
confidence that the scientific establishment would quickly find a

treatment for coronavirus.

13.1.7. On the afternoon of Friday 28th, | convened a meeting of HMT
senior officials, at the request of Dan York Smith (the head of
Strategy, Planning and Budget (SPB)) to respond to the CX’s
request that HMT step up its planning and preparation for the
economic response to coronavirus [CR/015 - INQO00658367].
In that meeting, a colleague provided an update on the
messages shared at a Cabinet Office meeting which included
very serious projections for the realistic disaster scenarios,
suggesting that 80% of the UK population could be infected and
that there could be 500,000 deaths. Financial markets fell
sharply on this day.

13.1.8. During January, | attended Wednesday Morning Colleagues on
22 January, having missed the prior two meetings due to diary
conflicts. In February, | attended WMCs on the 5th, but missed
the other meeting on the 19th due to a diary conflict. | do not
recall discussions of Coronavirus. WMCs did not circulate

minutes of meetings.

From March 1st, responding to the economic consequences of the
Coronavirus/Covid-19 crisis became the dominant focus of my, and
most of my senior colleagues’, time. | attended the following meetings
where Covid (I will use that term from March onwards) was the major

focus of discussion:

13.2.1. On Monday March 2nd, | attended a meeting in the morning with
the CX as he prepared for a COBR meeting on Covid. The CX
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set high aspirations for a comprehensive response package on
Covid to be developed for the upcoming Budget (scheduled for
March 11th) [CR/016 - INQ000658369].

13.2.2. That day’s Executive Management Board (EMB) was dominated
by Covid.

13.2.3. | attended a meeting at the Bank of England where the main
topic of discussion was Covid [CR/017 - INQ000658370]. The
agenda had been circulated the night before in the body of an
email [CR/018 - INQO000658371]. During the meeting, we
discussed a statement that the Governor was intending to make

the following morning as he began his testimony to the Treasury
Select Committee [CR/019 - INQ000658374].

13.3.  On March 4th, | attended a meeting with the CX in Number 11, where
the CX relayed the very concerning outlook as communicated to the
CX by the PM earlier that day. (This CX meeting clashed with WMCs
that day) By this point we were holding daily Covid meetings of HMT
officials [CR/020 - INQ000609203]. Later that same day, it appears |
attended, or dialled in to, another meeting with the CX in relation to the
Coronavirus Budget Package [CR/021 - INQ000658372].

13.4. On March 6th, | attended an early meeting with the CX to brief him
ahead of a trilateral meeting with the Prime Minister and the Governor
of the Bank of England. There was a meeting of the Treasury
Ministerial Board that day, but | do not recall what was discussed. |

assume we did discuss Covid.

13.5. On Sunday March 8th, | joined a teleconference on the Covid package

being finalised for the Budget.
13.6. On Monday March Sth,

13.6.1. EMB met, first thing, and discussed our response to Covid. Then

there was a meeting in Number 11 with the CX to discuss the
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Budget package. This included discussions of the loan

guarantee product that would become CBILS.

13.6.2. | joined a meeting of the Financial Policy Committee at the Bank
of England. This meeting discussed how to respond to the
growing crisis. At this meeting, the FPC decided to cut the
Counter Cyclical Capital Buffer to zero, as recorded in the

minutes of the March 2020 FPC discussions. [CR/022 -
INQ000616248

13.7.  On March 11th at WMCs, Tom Scholar gave the traditional pre-Budget
summary to senior colleagues, including an update on the Covid
package included with the Budget. The tone of the discussion among

Perm Secs was very sombre given the scale of the developing crisis.

13.8.  On Thursday March 12th, | met with HMT colleagues, thanked them for
their work on the Covid package, and explained the health strategy (as
it had been explained to me and other Perm Secs) which was to ‘land
the peak’ of the infections in the summer, build up herd immunity and
hope that the population was sufficiently immune by the late Autumn to

avoid a major NHS crisis in winter 2020/21.

13.9.  On Friday March 13th, | joined a meeting with the CX and the financial
services team. There were problems developing in the travel

insurance market.

13.10. Over the weekend of March 14th/15th, | had a series of calls and
exchanges of messages with Andrew Bailey and senior officials at the
Bank as we began work on what became the Covid Corporate
Financing Facility (CCFF).

13.11. On Monday March 16th, EMB was dominated by a discussion of HMT’s
response to Covid. During the day, | took a call from a bank chairman
who wanted to alert me to the risk of major corporate clients drawing
down billions of dollars or pounds on their revolving credit facilities,
which would put a strain on the liquidity of the banking system. He

encouraged us to think about an asset purchase scheme (exactly what
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we were working on at the time with the Bank of England). | met with
the CX in Number 11 ahead of his chairing a new Cabinet
sub-committee on Covid response. | had a call with Sir Jon Cunliffe,
Deputy Governor of the Bank of England on Covid response. |
accompanied the CX to a meeting of the Economic and Business
Response Committee in the Cabinet Office Briefing Rooms (COBR),
and then following that joined a meeting with the CX on loan

guarantees.

13.12.  On Tuesday March 17th, | met with the CX along with other officials for
further discussions on the economic response to Covid, and
preparation for the CX’s announcement of a new Covid package which
he would announce on Friday March 20th. On this day, the Cabinet
Secretary began daily calls at the end of the afternoon for Permanent
Secretaries - C-19 Cab Sec Daily (O). | also took a call from the Airline
Trade Association on the impact of Covid on the airline industry. |
received an email from Adam Marshall, Director General of the British
Chambers of Commerce, with recommendations for further action.
[CR/023 - INQO000655432], and a follow-up on the next day [CR/024 -
INQO00655434]

13.13.  On Wednesday March 18th, | worked from home as | was running a
temperature (I almost certainly had Covid at this point, and remained
symptomatic for the rest of the month). [ dialled into a number of
update calls on Covid. | spoke with Carolyn Fairbairn of the CBI who
conveyed forcefully the gravity of the situation facing UK business; a
point she reiterated in an email later that day. [CR/025 -
INQ000655433]

13.14. On Wednesday 19th, there was a joint meeting of the Bank of
England’s Monetary Policy Committee (MPC) and Financial Policy
Committee (FPC) to discuss the economic impact of the Covid crisis.
There were also calls with the CX (at the same time as the MPC/FPC

meeting) on CBILS, but | cannot recall if | joined these.
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13.15. During the weeks of March 23rd and 30th, | worked remotely, as did
most of EMB. Most colleagues at HMT had moved to remote working
on 17th March 2020 [CR/026 - INQ000655431]. My Outlook Calendar
shows multiple virtual meetings during these days with the CX (on
CBILS, CCFF), with the FPC which was finalising its March round, with
business representative groups such as the CBI and British Chambers
of Commerce, with airlines concerned about the impact of travel
restrictions. | received input about the risks facing business from
Carolyn Fairbairn on 24th March [CR/027 - INQ000655437] and with
feedback on the CBILS scheme [CR/028 - INQ000655436]

13.16. My Outlook Calendar is exhibited [CR/029 - INQ000655571]. My
transparency returns for 2020, 2021 and 2022 showing all my external
meetings are referred to above in para 8.9. | have referenced above
emails from Carolyn Fairbairn (the Director General of the CBI) and
from Adam Marshall (Director of the British Chambers of Commerce)
who shared information from their members and provided feedback on
the support that HMT should be considering. | do not have any other
relevant documents in this period recording interactions with the UK

Government or other external advisers.

For most of January, and during the first 3 weeks of February, there was little
attention being given to preparing an economic response to a potential
break-out of coronavirus in the UK. Certainly, this was not a focus for my time
during these weeks. There was focus on the emerging crisis in China, but the
probability of a serious outbreak in the UK did not become apparent to us until
late February. Earlier in the month, there was some discussion of a possibility
of a pandemic, but the health advice at that time focused on containment
should the virus reach the UK. | do not recall any advice from health officials

highlighting a high probability of an outbreak in the UK until late February.

At the end of January, advice for the CX was prepared on whether or not to
change advice on travel to China. By February 2nd, work was underway in
the Economics team on the channels through which the economic impacts

could play out, under different scenarios, which culminated in a letter to the
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16.

17.

18.

19.

PM from the CX on the economic impacts of coronavirus on 12th February.
The relevant email chain is attached as [CR/011 - INQ000656317]. In the first
four weeks of February, HMT's focus was on analysing the potential economic

impact, not preparing a response.

The situation changed dramatically in the last few days of February, when
HMT quickly devoted significant resources to preparing a comprehensive
‘Covid’ package for Rishi Sunak’s first Budget, due to be delivered on March
11th. Advice was submitted to the CX on February 26th [CR/030 -
INQO000625746] setting out the potential economic impact of Covid. From my
review of the records, | believe that the date at which HMT moved decisively
into action was Friday February 28th, in response to commissions from the
CX on February 26th and 27th. [CR/031 - INQ000655429].

As explained above, significant resources in HMT were not devoted to crisis
preparation until February 28th. At this point, the senior leadership team of
HMT quickly responded and devoted significant new resources to preparation
of a set of measures, to be included in the CX’s Budget, to address the

economic impact of the emerging health crisis.

With the benefit of hindsight, perhaps it could be argued that we should have
started a few days earlier. It is hard to pin down the exact day when the scale
of the crisis became apparent, but until mid-February there were only a
handful of reported cases in the UK. On the 19th February, DHSC reported 9
cases in the UK [CR/032 - INQ000655428]. At that point | believed, based on
what | was hearing from health officials, that the containment strategy would
work. But, even if we had responded at scale on say Monday 24th, February
rather than Friday 28th, the difference would have been immaterial. | am fairly
certain that we would still, on this hypothetical timeline, have been targeting

the announcement of measures in the March 11th Budget.

A separate question is whether there is any case that HMT could and should
have devoted significant resources to crisis preparation at the beginning of
February or in late January. For HMT to have done so, we would have had to

have known: 1) that there was a high likelihood of a pandemic breaking out in
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the UK, 2) that there would be a very severe economic impact and 3) that

there was a high likelihood of an economy-wide lock-down.

19.1.  On the first point, people were aware of the possibility of a pandemic,
but this was not the central case. Indeed the consensus advice in early
to mid-February was that containment would work. This was not
unreasonable as containment had prevented SARS from becoming a

global pandemic.

19.2.  Second, the internal HMT analysis on the 12th February concluded that
on the reasonable worst case assumptions (RWCS) “GDP could be
between 1% and 25% lower by 2021 compared to current
expectations.”

[CR/033 - INQO000655427]. So, on the RWCS, HMTs economists were

expecting a severe impact on the economy. but not as severe as

This analysis is referenced in an email of 14th February

turned out to be the case once a lock-down was imposed.

19.3. Third, there was no indication in early- to mid-February that HMG
would be imposing an economy-wide lockdown.  Without that
knowledge, it would not have been possible either to justify diverting
scarce resources from Budget preparation to full-scale crisis
preparation, nor would it have been possible to plan for the scale of
economic intervention that was eventually needed once a lock-down
became likely. The need for major interventions such as CJRS,
SEISS, BBLS, CCFF was only conceivable because of the
economy-wide lock-down. Without foresight that a lock-down was
going to happen, any early preparations would have been largely
irrelevant, and focused on smaller-scale interventions such as those
announced in the Budget of March 11th. It is important to note that
lock-downs had not been implemented as part of the SARS response
in 2009, nor in any democratic country before March 2020, and only in
Wuhan on January 23rd. Therefore, | believe it is unreasonable to
believe that HMT could and should have devoted significant resources
to preparing for a major economic crisis, triggered by a nationwide

lockdown, any time before the end of February.
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20.

21.

22.

Even if we in HMT had had perfect foresight and begun preparations on the
full suite of Covid interventions in early- to mid-February, would it have made
any difference? | do not believe so. One test of the effectiveness of these
economic interventions is whether they prevented avoidable business failures
and the associated unemployment. The evidence is clear that they did, even
with the end February start date for preparation. Given the speed with which
the major economic interventions were rolled out, there is no evidence that
viable businesses failed and jobs were lost because the Covid interventions
were “too late”. In fact, the business failure rate in 2020 (at 10.4% - source
ONS) was very slightly lower than in 2019 (at 10.5%).

My one regret in the areas for which | was responsible is that we in HMT,
BEIS and the BBB did not collectively do more to test the operational
readiness and scalability of the Enterprise Finance Guarantee (EFG) product.
As noted below in para 320.3, the EFG was the basis for CBILS and had
originally been launched in 2009, with the expectation of it being a relatively
low volume product. Our prior experience with loan guarantees had been that
take-up fell short of expectations so it was not unreasonable to assume low
volumes of take-up. However, with the benefit of hindsight, it would have
been worthwhile to have tested the operational readiness of an EFG-based
product at high volumes. As noted later in my response to question 81 (para
320.3), these processes now exist and it will be important to keep them

fit-for-purpose in order to facilitate future crisis response.

| do not believe the change in Chancellor following the reshuffle of 13th
February 2020 made any material difference to the timing or effectiveness of

HMT’s crisis response.

22.1. The resignation of Sajid Javid on the morning of 13 February came as
a complete surprise to all of us in HMT. However the transition to
Chancellor Sunak happened with speed and efficiency. Rishi Sunak,
having been Chief Secretary to the Treasury (CST), was well known to
many HMT Officials and had worked through a major fiscal event - the

Spending Review - the previous summer. Through his work as CST,
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23.

24.

he had already established close working relationships with many of

the officials who would play a central role in the Covid response.

22.2. As it happened, | did not know Rishi Sunak particularly well as CST.
Given the focus of my role, | had not interacted with him much, as had
been the case with several of his predecessors as CST. However, once
he became CX, | quickly established a good professional relationship
with Chancellor Sunak. That said, | had had a closer personal
relationship with Chancellor Javid having worked with him as a

Treasury Minister in 2013 and in his Cabinet positions since 2014.

22.3. Chancellor Sunak was in the Chancellor’s office and taking control by
the afternoon of the 13th. He addressed the full Treasury on the
morning of 14th February. He quickly focused on the upcoming
Budget. After the weekend, he made clear that he wanted to ‘clear the
decks’ on the Budget preparation and start again, even though the
Budget was only four weeks away. On  February 27th, he
commissioned advice on a major economic response to Covid.
[CR/031 - INQ000655429]

As noted above, there was a dramatic shift in focus, attention and resources
from February 28th, when HMT responded to the CX’s commission to prepare
a major Covid package for the Budget of March 11th. There was another
step-up in resources following the Budget as work began on the next wave of
interventions such as CJRS, the expansion of CBILS and CCFF, where work
began over the weekend of March 14th/15th. EMB moved to daily meetings
as from the week of March 17th and Covid was the primary focus of those

daily discussions.

For many HMT officials, there was complete change in the focus of their work
before and after February 28th. Some teams dropped all their existing policy
work to focus entirely on Covid response (two examples from EGU are work
on the National Infrastructure Bank and on ‘patient capital’ investment in
scale-ups which were stopped and the teams moved onto Covid response).
However, it is worth noting that the basic business of HMT needed to continue

so many teams were doubling up on Covid-related work and ‘normal’ HMT
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25.

26.

policy work, and some teams were not involved in Covid response at all, or at

least only marginally.

Many teams worked long hours, 7 days a week during the early stages of the
crisis as they responded to the CX’s demanding, but necessary, deadlines to

develop and implement the Covid economic interventions.

In my view, the nature and pace of work in March 2020 was a comprehensive
and impressive response to the challenges presented by the pandemic, and |
am very proud of the work that my colleagues across HMT delivered in
response to the direction set by the CX. | believe that the record of policy

development and delivery in this month was remarkable, with:

26.1. The Covid Budget Package of March 11th, including announcements

on:
26.1.1. A £5bn Covid response fund,

26.1.2. Welfare changes, including changes to Statutory Sick Pay
eligibility;
26.1.3. Changes to business rates reliefs;

26.1.4. The introduction of CBILS, which opened for applications on
23rd March 2020.

26.2. The CX’s announcement of March 17th, which included:
26.2.1. Launching the CCFF,

26.2.2. An extension to CBILS, increasing the maximum loan size from
£1.2mto £5m;

26.2.3. Support for the hospitality industry, including cash grants of up
to £25,000 for businesses with a rateable value of less than
£51,000;

26.2.4. Extending the business rates holiday for Retail, Hospitality and
Leisure businesses in the sector regardless of rateable value,

and
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27.

28.

29.

26.2.5. Increasing cash grants provided to microbusinesses from
£3,000 to £10,000.

26.3. The announcements of March 20th, including:

26.3.1. The Coronavirus Job Retention Scheme (CJRS)

26.3.2. Welfare support, including a £20 uplift to Universal Credit and
Working Tax Credit

26.3.3. Anincrease to Local Housing Allowance rates

Recognising that | am not objective, and without wanting to sound
complacent, | do believe that HMT’s initial response, led by the CX and
supported by teams across HMT, the rest of Whitehall and the wider public
sector, was very effective. Inevitably there were some imperfections in the
initial launches (e.g. CBILS operational efficiency and speed of approvals),
with hindsight some of the detailed initial policy design could have been
improved (e.g. personal guarantees on CBILS) and there were some gaps
(e.g. between CBILS and CCFF). However, overall the early interventions
were launched quickly and achieved their objectives of preventing ‘scarring’ to

the economy. Any deficiencies at launch were fixed quickly.

That said, | agree with the conclusion in HMT’s corporate statement that “HM
Treasury accepts the Inquiry’s recommendation in Module 1 around the
government needing to assess a wider range of scenarios around national
risks and the need to consider the economic impacts of emergencies and
responses on the population.” Had we prepared for a wider range of
scenarios during the period 2017-2019, then we might have had a more well
developed set of responses ‘on the shelf’. | hope in a future crisis, future HMT
officials will be able to draw on the full suite of interventions that now exist and

which need to be kept up to date and fit for purpose.

My understanding of the likely duration, severity and impact of the pandemic
was shaped by the updates | received, along with colleagues, from health
officials (e.g. at NSC(O), WMCs, the Cabinet Secretary’s Daily update calls,
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30.

31.

32.

33.

34.

and from HMT colleagues who aftended meetings such as SAGE and other

meetings with senior health officials.

| was aware by February 28th, that, without serious interventions, the virus
could infect up to 80% of the population and that in a realistic worst case

scenario there could be up to 500,000 deaths.

As explained at various Whitehall meetings in early March, my understanding
was that the plan was to ‘land the peak’ of the infection in the summer, and
then hope that it began to fade in Autumn. There was a high level of concern
among health officials about the risk of Covid continuing into the winter

months and compounding the usual strains on the NHS in the winter.

I do not recall discussions of a second peak in inflections until later in the
Spring/early summer. In retrospect, we should all probably have realised that
there could have been multiple peaks as there had been in the Spanish Flu
and with SARS.

In March 2020, therefore, in designing the interventions for credit support to
businesses, | thought we were dealing with a single peak of infections,
resulting in a lock-down of a few months, creating a liquidity crisis that might
affect businesses over the summer. Therefore if we provided liquidity support
(through loan guarantees and the CCFF), businesses would be able to trade

through until restrictions were lifted in the late summer/early Autumn.

| find it impossible to answer the hypothetical question of what would we have
done differently in March 2020 had we known that there would be three peaks
of the pandemic and that restrictions would continue until February 2022. |
imagine we would have been very concerned by the fiscal impact of such an
extended period of economic restrictions. That said, most of the interventions
were designed to be scalable and extendable (see later, para 93) and were

resilient when the risk of multiple peaks crystallised.
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PART D: MANAGING THE DEPARTMENT

35.

36.

37.

38.

39.

The formal structure of HMT did not change materially in response to the
pandemic. The top team of two Permanent Secretaries and 5 Director
Generals remained largely unchanged, other than the addition of Phil Duffy as
a DG on his promotion in May 2020. Likewise most of the individual
Directorships did not change. We established a new Covid Response Board,
chaired by Dan York-Smith until November 2020, after which Kate Joseph
was appointed Director, Covid Response and head of the Covid Response
Board.

However, the day-to-day work did change dramatically for almost all the DGs,
and many of the Directors. For most of HMT’s senior leaders, Covid response

became our primary focus at least for the initial few months of the crisis.

The Executive Management Board (EMB) (i.e. the senior officials leading
HMT) moved to daily meetings from the week of March 17th. These meetings
proved highly effective at sharing information among the top team and in
providing mutual support and reassurance to one another during some very

challenging times.

A very important Directorship in HMT is ‘Strategy, Planning and Budget’ which
was run at the time by Dan York Smith. SPB contained a ‘Strategic Projects’
unit - i.e. a pool of resources that could be flexibly deployed across HMT
depending on where the demand was. The officials in this pool were rapidly
deployed to support teams working on Covid response. At the start of the
crisis, there were ¢.30 FTE in Strategic Projects as at end January 2020 |
immediately prior to the pandemic. The size of the pool reached ¢.55 FTE in
summer 2021. SPB also had well defined processes for running major fiscal
events and so were able to support the CX in the preparation for the major

announcements that he made during the early months of the crisis.

EMB collectively made a number of decisions in late February and early
March to re-prioritise resources from less urgent policy work to Covid related
work. It helped that the CX had reset the design of the Budget. So, for
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example, the team that had been working on the design of a new National
Infrastructure Bank (planned for announcement in the Sajid Javid Budget, but
cancelled by Chancellor Sunak) was freed up and redeployed onto Covid

related work by late February.

40. The move to remote working was made on March 17th and proved effective,
especially once we upgraded from Skype to Teams. It helped that we had
done a trial run of remote working during President Trump’s visit to London in
June 2019. This had identified some minor gaps in our preparedness (e.g.
insufficient numbers of ports for remote access) that we fixed in 2019. Moving

to full scale remote working went smoothly.
41. I made a number of decisions within my areas of responsibility.

41.1. Initially | had allocated responsibility for developing the loan guarantee
product that became CBILS to a team in EGU. This team had been
involved in No Deal Brexit planning in 2018 and 2019, and had good
relationships with BEIS and the BBB. However, they did not have
relationships with the commercial banking sector which were held by
the Financial Services team. This division proved unhelpful and
following the Budget of March 11th, | clarified that FS should lead on

the loan guarantee products.

41.2. In designing CCFF, we agreed with the Bank of England that they
would handle the operational delivery of the facility, but that HMT would
assume all the credit risk and take any firm-specific credit decisions.
We did not have the capability to do so in early March. So working with
the CEO of UKGI, | recommended to the CX that we set up an
Advisory Credit Committee composed of experienced commercial and
investment bankers who happened to be working in the Civil Service at
the time [CR/034 - INQ000609729].

41.3. In May 2020 with the agreement of the Permanent Secretary, Cabinet
Secretary and Civil Service Commission, Phil Duffy was promoted to
Director General, EGU and the EGU Directorate was restructured into

three Directorates, reflecting the expansion of the workload, partly
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42.

Covid related, but also due to more work on Climate, Productivity,

Industrial Strategy and Infrastructure.

For the most part, the policy work in designing the major interventions were
driven forward by existing teams. To illustrate with interventions developed in

my areas of responsibility:

42.1. The loan guarantee programmes (CBILS, CLBILS, BBLS, RLS) were
driven forward by the Banking and Credit team within Financial
Services, once the responsibility had been transferred from EGU (see
para 41.3 above)

42.2. In March 2020, within EGU, | and the Director, EGU created the
capability to handle Project Birch/Special Situations, by expanding an
existing EGU team ‘Companies and Economic Security’, and then
splitting this into two teams - ‘Companies and Economic Security’, led
by Deputy Director Joe Pitt-Rashid and ‘Special Situations’, which was
led by a second Deputy Director, Claire Wren, supported by two Range
E officials as co-heads. Later leadership of Special Situations was
taken on by Emily Braid when Claire Wren moved over to UKGI. A
description of this team in March 2020 and how it worked is included as
[CR/035 - INQ000655570]

42.3. The BEIS spending team in EGU handled the initial design of the loan
guarantee product but then, once the responsibility had been
transferred to Financial Services, refocussed on the significant
Covid-related and non-Covid spending issues in its areas of

responsibility.

42.4. The expanded Companies and Economic Security team was refocused
entirely onto Covid work. In addition to handling Project Birch/Special
Situations, it explored a number of options which in the end did not
proceed - e.g. “CCFF minus”, a preference share product, a
Collaterialised Loan Obligation (CLO) product, and options to provide
equity injections to SMEs. None of these options proved viable nor

was there a proven level of need.
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43.

42.5.

The policy work on whether or not to intervene in providing support to
the Aviation sector was driven forward by the Transport Spending team
within EGU.

| believe that a number of factors contributed to the agility and speed of
HMT’s response in March 2020.

43.1.

43.2.

43.3.

43.4.

43.5.

43.6.

Decisive, demanding leadership from the CX who made clear that
we needed to work at speed and with a high level of ambition. He set
clear objectives for the interventions which were well communicated

and well understood at all levels of HMT.

A unified and supportive top team. EMB remained very cohesive
and supportive throughout the crisis. When things didn’t go right in one
area, colleagues would offer support and reassurance to one another,

and additional resources if needed.

A flexible, non-territorial culture within HMT. DGs and Directors
within HMT were willing to transfer resources to where they were
needed most. Teams not directly involved in Covid response loaned

staff to those teams that were over-stretched.

A non-hierarchical structure, in which relatively junior officials could,
if they had the expertise and judgment, take the lead on many issues.
The CX was willing to work directly with junior officials. Senior officials
were happy to trust junior colleagues to speak up, challenge and

present their views directly to the CX.

An entrepreneurial approach. The CX and senior officials were
willing to launch new interventions at speed and fix them after launch,
rather than delay and perfect the design before launch. This is more
akin to a tech-start up approach. It led to some uncomfortable press

(e.g. on CBILS) but undoubtedly sped up time to market.

A ‘no-blame’ culture. Things did go wrong. But, in my experience,
the CX was never unfair in criticising teams. Nor did senior officials

create a ‘culture of fear’ among junior colleagues. Our response to
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things going wrong was to fix the problems, not look for culprits to

blame.
43.7. Learning the lessons from the Financial Crisis.

43.7.1. In 2012, the then Permanent Secretary Sir Nicholas (now Lord)
Macpherson commissioned a report from Sharon (now
Baroness) White on lessons to be learned from the HMT's
response to the financial crisis. This led to the formation of a
more flexible, project based organisation structure, the
strengthening of HMT’s financial sector and specialist financial
expertise, and several other valuable recommendations. Her
report is attached as [CR/036~5 INQ000142243 1.

43.7.2. The Financial Stability Directorate ran dress rehearsals for
potential financial crises and maintained a pool of ‘reservists’ i.e.
HMT officials willing to move off their existing work to help with
the response to a financial stability crisis. A number of those
reservists were drawn into the Covid response in late
February/early March 2020.

43.7.3. Several senior officials had played central roles in HMT's
response to the Global Financial Crisis (e.g. Tom Scholar) or to
later, smaller-scale financial crises (e.g. in my case, the Cypriot
Banking Crisis of 2013). Working through those crises helped
build personal relationships and trust between senior HMT and

Bank of England officials.

43.8. Strong pre-existing relationships across Whitehall, the wider
public sector and industry. Most of the major Covid interventions
required strong collaboration across Whitehall for their design and
delivery. In the areas where | was involved, it was important that the
senior teams in EGU and FS had strong relationships with UKGI,
UKEF, BEIS, DfT, DCMS, MHCLG, the BBB, the Bank of England, the
PRA, the FCA, and the banking industry. | also highlight the importance

of continuing positive relationships with the European Commission
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44.

where Katharine Braddick’'s strong relationships with senior
Commission officials were critical in helping navigate State Aid
restrictions on some of the early interventions (e.g. CBILS). Likewise
the Bank of England’s strong relationships with the Commission were

also very important (e.g. in securing Commission approval for CCFF).

43.9. No distraction from other crises. It is notable that during this
extreme economic shock, the UK financial system remained resilient.
That was no accident. In the decade following the financial crisis, there
had been a sustained drive at the international and domestic level to
improve the resilience of the core financial system. Other than a brief
period in March 2020 when we were concerned by some potential
stresses in Sterling Money Market Funds (mainly domiciled in the EU,
not in the UK), HMT and Bank officials did not need to manage any UK
domestic financial stability crises. Likewise, we did not have to cope
with the consequences of leaving the EU without a negotiated
agreement, which could hypothetically have occurred in early 2020 or
in late 2021.

Clearly there were trade-offs in moving at speed during March 2020. The
strong direction from the CX was that these risks were worth taking given the
need to deliver large-scale support to the economy as the full-scale of the

health crisis became apparent. The main risks were:

a. Interventions needed to be fixed after launch. A business would
typically launch a new product after extensive market testing, beta
testing, parallel running and/or soft launches. We didn’t have time for
any of those. So inevitably some of our interventions launched with
imperfections, glitches and design ‘gaps’ that needed to be fixed after
launch. Three examples in areas for which | was responsible were 1)
the need for the BBB to upgrade the operational processes for CBILS;
2) the need to fill the gap between CBILS and the CCFF; and 3) the
need to introduce (after the launch of CCFF) rules on transparency,

executive compensation and dividend restrictions.
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45.

b. Some fraud vuinerabilities needed to be fixed after launch. With
BBLS, we knew at launch that there was a risk of duplicate loan
applications; this was one of several vulnerabilities identified
pre-launch (see paragraph 183 for a more discussion of fraud risk in
BBLS). This particular vulnerability was addressed by the BBB who
installed a new system 8 weeks after launch. The trade-off here was
whether to delay launch for up to two months at a time of urgent
business need and extreme public pressure for a 24-hour, 100% loan
guarantee product, or to launch quickly, accept the risk and fix it as

quickly as possible.

c. Public, Press and Parliamentary criticism was harsh. When
interventions did not launch smoothly, the media, members of the
public and members of Parliament were quick to point out the
problems. This was an acute challenge at the time of the launch of
CBILS, where we had operational challenges and ‘gaps’ in coverage. |

and members of the team felt these criticisms acutely.

HMT is quite used to dealing with economic shocks - e.g. a prolonged
recession, inflation, energy crisis, a major change in our trading relationship
with Europe, bank failures, major flooding. During my time in HMT, we
experienced all of those types of shock and were able to respond within our
normal processes and management structures. What was different about the

pandemic was both the nature and scale of the shock.

451. The nature of this economic shock was unique because, for good
public health reasons, the Government chose to shut down large parts
of the economy - advising people to ‘stay home’, closing schools,
closing the borders, shutting down hospitality and non-essential retail.
This meant that some sectors of the economy faced a precipitous drop
in demand - far in excess of the average drop in demand across the full

economy.

45.2. The severity of the collapse in demand was more extreme and more

sudden than any other shock experienced in modern times. Demand
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in Q2 2020 fell by 19.4% compared to a drop of 6.3% over five quarters
in the financial crisis. The rebound was much more sudden too, with
GDP recovering 17.6% in Q3, whereas the recovery after the financial
crises was slow and prolonged. But while the recovery was rapid
across the economy, some sectors (e.g. transportation) still

experienced depressed demand for much of 2021.

46. The unique nature of this shock HMT required us to respond in
unprecedented ways and presented the CX and HMT officials with some

difficult challenges.

46.1. The need for unprecedented speed and scale in the interventions,
especially the economy-wide interventions such as CJRS, BBLS,
CCFF, and CBILS. Faced with the collapse in demand in Q2, it was

vital that we moved fast, despite the risks set out in para 44 above.

46.2. The need to balance horizontal (i.e. economy wide) and vertical
(i.e. sector specific) interventions. Early on the CX prioritized
horizontal interventions, but as the crisis persisted and different sectors
experienced differential impacts on demand, there was a tension
between continuing with horizontal interventions (e.g. whether to
extend the CJRS) or focusing on sector interventions (e.g. introducing
a sector specific version of the CJRS). In the end, the CX prioritized
very few sector specific interventions. Only a few went ahead - e.g. the
scheme for smaller airports (AGOSS), the Cultural Recovery Fund, the
TV/Film Production and Events interventions. HMT officials challenged
each other on the case for sectoral support; for instance, colleagues in
PTWP asked me to sit on a challenge panel exploring whether we
should have a sector-specific CJRS (October 19th 2020). This was an
informal working meeting so no minutes were kept. The CX decided
against it, but we did test the idea in depth. In retrospect, given that no
sector experienced lasting scarring, in my view the CX got this call
right. We had to develop sector expertise which we did by working
closely with the relevant teams in other departments and drawing on

external support (e.g. consultancies, financial advisors) to supplement
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47.

48.

the sector knowledge in HMT and in the relevant Whitehall

Department.

46.3. The challenge of knowing when to withdraw support As the
economy rebounded, there were difficult choices about when to
withdraw support. These were made more complex by the risks of
further waves of the epidemic and the changing nature of the virus,
especially the uncertainty over the level of protection offered by
vaccination against new variants. These were difficult calls for the CX,
with public, media and political pressure to keep interventions in place,

but with rising fiscal pressures to start withdrawing the support.

There were five key economic objectives, as set out in question 18. In the
areas where | was leading, we particularly focused on:

e Point b. Prevent viable businesses from failing

e Point a. Prevent unemployment and support living standards

e Point e. Maintain value for money and fiscal discipline

The other objectives were important to other HMT schemes but less relevant

to the business support schemes where | was most engaged.

e Point c. (‘protecting the most vulnerable and avoiding unfair impacts’)
was highly relevant to HMT colleagues working on labour market and
welfare interventions, but less directly relevant to my work which was
focused on firm-level interventions.

e On point d. (ensuring economic activity was consistent with NPIs), we
took the NPIs as a given. The best way to ensure rapid recovery was
to ensure that viable firms were still trading and able to rebuild activity

quickly as the NPIs were lifted.

My understanding of the rationale for these objectives is that the CX and
Prime Minister wanted to ensure that the interventions necessary to protect
public health did not lead to lasting damage to the economy (‘scarring’)
through the permanent loss of jobs, the failure of viable businesses or the
collapse of the domestic supply of goods essential to national and economic

security. The CX was also determined to avoid the social costs of long-term
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49.

50.

51.

employment which would have arisen had viable businesses failed or firms

had been forced to lay off staff through permanent job reductions.

| believe that these objectives were clearly communicated and well
understood at all levels of HM Treasury. We discussed them as EMB, with
our direct reports and with our teams. | typically used language with my
teams around ‘avoiding scarring’, ‘protecting against the scourge of long-term
unemployment’, ‘preventing failure of good businesses’. Colleagues in HMT
fully understood the seriousness of the economic crisis and were strongly
motivated to deliver policies that would prevent long-term damage to the
economy. That common understanding of the mission we were all engaged in
was, in my view, critical to the success of the economic interventions which
required extraordinarily hard work, over an extended period, by colleagues

across HMT.

The design of the business support lending schemes also included the priority
of maintaining competition in the banking sector which is why CBILS and
BBLS were open to challenger banks and non-bank lenders. CBILS had 118
accredited lenders. BBLS had 25 lenders. CLBILS had 18 lenders. By
contrast, the CLBILS extension (up to £200 million) had only four banks who
met the additional criteria required for these large guarantees. Had CBILS
and BBLS been limited to the major, established banks we might have had
lower loan & fraud losses but that decision would have compromised banking
competition, restricted access for SMEs, and consolidated the market position
of the major banks. However, we were also concerned not to put public funds
at risk by allowing small banks and non-bank lenders, without experience of
major corporate lending, to extend 80% guarantees on loans of up to £200
million which is why the CX approved the requirement that lenders offering
these largest guarantees had to have had their internal risk models approved
by the PRA.

I made recommendations to Ministers on multiple policy areas relevant to the

business support programmes. As an official, | did not take decisions. The
main areas where my teams and | made recommendations to Ministers were
on programme design (CCFF, CBILS, CLBS, BBLS, the Project Birch
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52.

53.

54.

process) and firm-specific decisions on whether to extend CCFF facilities,

Project Birch loans or UKEF loan guarantees.

Some of the most important recommendations | and my teams made were

recommendations not to take action.

52.1. Towards the end of the crisis, the CX told me that he had particularly
valued my advice not to extend loans to businesses that did not need
HMG support and had viable options for commercial financing. Some
examples of this were the recommendation not to provide support to
airlines early in the crisis, and the recommendations to decline all bar
one of the requests for support under Project Birch. My teams and |
recommended declining billions of pounds worth of requests for HMG

support; none of the businesses concerned failed.

52.2. Another example is the recommendation not to proceed with a
proposal from Pool Re, the UK's terrorist risk insurance pool. In March
2020, Pool Re proposed paying a special dividend to its members who
in turn would pass some of the monies onto small businesses. We
concluded this would set a bad precedent and recommended that
Ministers not proceed. [CR/037 - INQ000655440]

In the areas where | was leading, the prioritisation among the objectives
remained constant. We were seeking to prevent permanent scarring to the
economy from the failure of viable businesses and the scourge of long term
unemployment that would have resulted from large scale business failures.
We remained focused on limiting the cost to the taxpayer of any firm specific
intervention.  That is why we resisted calls for company-specific or
sector-specific grants. For larger company interventions, e.g. through the
Birch loan or the three UKEF guarantees, we ensured that the taxpayer

received appropriate remuneration for the support being provided.

The one material change in the areas for which | was responsible was that the
impact of the crisis became much more concentrated in specific sectors as
the crisis wore on. The aviation, airports and transportation sectors were

heavily affected by the continuing border restrictions which continued until
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