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WITNESS STATEMENT OF RICHARD BEARMAN

1 I, Richard Bearman, Co-Chief Banking Officer!, Relationship Management of
the British Business Bank (the Bank), make this statement in response to the
request from the UK Covid-19 Public Inquiry, dated 30 January 2025 under
Rule 9 of the Inquiry Rules 2006 (SI 2006/1838), to provide the Inquiry with a
witness statement in respect of specified matters relating to Module 9 (Rule 9

Request).

2 My role, at the time of writing this statement, is Co-Chief Banking Officer. |
have been in that position since November 2024. This role oversees a new
Relationship Management function, which helps to support and service a
consistent and holistic approach towards the Bank's delivery partners and
enable them to create a seamless growth pathway for business across the
Bank's products. | joined the Bank on 24 June 2019 as Managing Director -
Start Up Loans and my key responsibilities in that role were management of
the ongoing Start Up Loans programme (for businesses under three years'
old) and to develop microfinance lending products to build a portfolio of
lending products to aid small businesses. | also took responsibility for the
Bounce Back Loan Scheme (BBLS) and my job title evolved to Managing
Director Small Business Lending. Prior to joining the Bank in 2019, | was UK
Head of Small Business at HSBC, where | led and supported
1,200 colleagues serving the UK Small and Medium Enterprise market, set
the strategic direction, and led the business to involve its channels and grow
its customer basis. Previously to that role, | led various Mid-Market and

Business Banking Relationship Management teams.

3 In order to address the topics raised by the Rule 9 Request, the Bank has
identified two witnesses - Reinald de Monchy (Co-Chief Banking Officer,
Products at the Bank) and me. | set out below the sections that will be
covered in this statement, the remaining sections will be covered in

Reinald de Monchy's statement.

4 Whilst | made this statement on behalf of the Bank, | do not have first-hand
knowledge of all of the matters covered in this statement. In particular, | was

not directly involved in the Future Fund scheme (FF) (which is set out in

1 As of July 2025, my role changed to Chief Development Officer.
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Section B of this statement). | therefore rely on information provided by other
relevant individuals who were part of the Bank's delivery of the five Covid-19
loan schemes covered by the Rule 9 Request (BBLS, FF, the Coronavirus
Business Interruption Loan Scheme (CBILS), the Coronavirus Large
Business Interruption Loan Scheme (CLBILS) and the Recovery Loan
Scheme (RLS)) (the Schemes), as well as reviewing contemporaneous
records (e.g., emails, minutes of key Bank fora and information published on
the Bank's website) to prepare this statement. During this period, the Bank
had the benefit of in-house and/or external legal advice. The Bank is not
waiving legal professional in relation to such advice and therefore any

documents containing such advice are not referred to in this statement.

5 A final point of note is that the Bank does not generally provide formal advice
directly to Ministers - final advice given to Ministers was in the control of civil
servants. Instead, the Bank provides expertise to Government colleagues
through a number of means, including discussions and meetings and in
writing. The Bank provided views on the Schemes as proposed to it, including
how the objectives of the Schemes might be met and how any risks might be
mitigated, during various senior and working group level meetings and
through correspondence (often email) throughout the design and launch of
the Schemes and subsequently through a series of ad hoc working groups
which were later formalised into a more coherent structure. The use of
"advice" in this statement means the views / expertise provided by the Bank

to Government colleagues uniess otherwise stated.
SCOPE OF THIS STATEMENT

6 This statement will respond to the following sections of the Rule 9 Request

and is structured as follows:

(a) Section A: Bounce Back Loan Scheme

(b) Section B: Future Fund Scheme

(c) Section C: Lender Assurance and Enforcement
(d) Section D: Inequalities and Long Covid

(e) Section E: Internal and External Reviews
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() Section F: Lessons Learned and Reflections
(9) Annex 1 Annex 1: Future Fund data
(h) Annex 2 Annex 2: Costs

REFLECTIONS

7 My involvement with the Schemes came following the launch of CBILS and
was due to the emerging requirement for a larger, scaled-up scheme with
quick delivery of funds, ultimately this became BBL.S. My Start Up Loans
team and | were drawn into this, in part, because the Guarantee and
Wholesale Solutions team looking after CBILS and CLBILS were beyond
capacity but also because the team and | had experience of running a high
volume, lower value “retail/commercial” type product. That said, no one in
financial services had experience of setting up and running a scheme of this

size and scale, not to mention in these timelines.

8 This was an immensely challenging time, not least because of our personal
circumstances, much like everyone else in the UK trying to adapt to home
working, health issues, family concerns etc. In the early months | had to draw
on the Start Up Loans team to support BBLS and it is of note that we also had
to continue to manage the Start Up Loans programme. This meant we had to
support our delivery partners and ultimately the tens of thousands of Start Up
Loans borrowers. We had multiple delivery partners who are Community
Development Financial Institutions and so key for community and social
impact funding across the UK who were very worried about the sustainability
of their businesses through Covid, plus we had to work with our Finance
Partner to consider what special arrangements we should be making for the
Start Up Loans borrowers. Ultimately, along with launching BBLS, we were
also having to consider and agree creative solutions to keep Start Up Loans
as a viable product and support the existing and prospective Start Up Loans

borrowers.

g While 2020 remains one of the most stressful and at times traumatic periods
of my life, | remain hugely proud of the work that we did to support the launch
and then administration of BBLS. While the final decision makers for the
scheme were ultimately HM Treasury (HMT) and the Department for

Business, Energy and Industrial Strategy, we were able to inform, provide
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10

expertise and, where appropriate, advocate/challenge on behalf of Small and
Medium Enterprises and/or the lenders. Despite the challenges, it was also
very rewarding as there was a real “blitz spirit” between us, HM Government
(Government) and the lenders. At the time, the general view from business
groups, the press, general contacts and common sense was that by having
full shut down, Small and Medium Enterprises, without some sort of funding,
would not survive and the mantra, repeated on a number of occasions, was
that the Small and Medium Enterprise eco-system had less than four weeks’
cash left before they went bankrupt. This created a real sense of purpose
leading to the Government and the lenders all taking risks and operating at
extreme pace to see a solution created to ensure that the UK Small and
Medium Enterprise eco-system survived the pandemic. It is worth noting that
the lenders themselves took considerable operational and reputational risks.
To create BBLS, the more established banks were having to unpick and
redesign decades of process maps, operational flows, systems and risk
appetite to meet the expectations of the scheme. Given time, | have no doubt
the scheme would have been different and acknowledge that mistakes were
made, but considering the circumstances, | believe it was a really

collaborative piece of work.

Throughout the launch and then the ongoing administration of the scheme, |
have seen our role as being the interconnect between the lenders and the
Government; to ensure that the lenders are fairly dealt with, public law
principles are followed and that the commitments given to lenders in the
extreme duress of early 2020 are maintained. Lenders took risks based on
promises and often verbal commitments. However, the Bank's role is to also
ensure that the contracts are complied with, public money is protected and
where appropriate lenders are challenged and, if necessary, guarantees are
removed and, if claims have been paid, they are refunded. It has been, and
remains, a delicate balancing act; but essentially, | see us as trying to ensure
we hold lenders to account, minimise losses to the public purse and challenge
when we believe a lender has not acted appropriately; while at the same time
maintaining the integrity and reputation of the Government within the financial
services industry to ensure that trust is maintained so that, should ever the
banks be needed again, they will step in on verbal assurances and trust the

Government. | have heard it said on a number of occasions that in 2008 the
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banks needed the Government and in 2020 the Government needed the

banks.
Section A: Bounce Back Loan Scheme
1 Introduction

11 On 27 April 2020, the (then) Chancellor, Rishi Sunak (Chancellor)
announced a proposed new scheme - the Coronavirus Small Business
Interruption Loan Scheme - to supplement the then existing CBILS and

CLBILS. Later, ahead of its launch, the scheme was renamed as BBLS.

12 BBLS was designed and implemented in 13 days (nine business days} and
formally launched on Monday 4 May 2020. The scheme was initially open to
applications until 4 November 2020, but was later extended until
30 November 2020 and, again, until 31 March 2021.

13 BBLS was developed by HMT and the Department for Business, Energy and
Industrial Strategy with input from the Bank. The scheme was delivered
through the Bank, which was considered the only realistic delivery option for
the extremely short timeframe, notwithstanding the fact that the Bank was
working at full capacity to deliver CBILS and CLBILS, as well as carrying out

work to launch FF.

14 BBLS was a delegated scheme, meaning that decisions as to how to
operationalise the scheme were delegated to the lenders within the
framework of the contractual agreement (Guarantee Agreement) between

them and the Government.

15 Several lenders, reflecting the UK's largest lenders, were accredited on the

same day as the launch of BBLS (Accredited Lenders).

16 Lenders were accredited to BBLS via a similar process to that of CBILS,
involving lenders submitting a request for proposals, which was assessed by
a team within the Bank and then, for those that met the relevant criteria,

submitted for approval.

17 The Guarantee Agreement under BBLS, which was supplemented by
additional information for lenders (Lender Manual), was based on the

agreement for CLBILS with various amendments to reflect the differences in
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18

19

the schemes. This set out the borrower eligibility criteria for the scheme and

the contractual obligations, with which lenders needed to comply, such as

counter fraud processes.

The key features of BBLS (in its final iteration) were as follows:

(a)

(b)

(c)

(d)

(e)

®)

(9)

borrower eligibility criteria:
(i) UK based and adversely impacted by the pandemic;
(i) no business size restrictions;

(iii) not a bank or a building society, an insurer or reinsurer (except
insurance brokers), public sector body, or state-funded primary

and secondary schools;

(iv) businesses self-certify that they were not a "business in
difficulty” on 31 December 2019;

(v) applicant must be carrying on a business on 1 March 2020;

facility size: up to 25% of turnover or a maximum loan of £50,000
(minimum of £2,000);

interest rate:
(i) 2.5% fixed per annum;

(ii) the Government pays first year of interest (Business

Interruption Payment);
repayment period: six years with an option to extend to ten years;
finance type: term loan;
early repayment: free of charge;

lender guarantee: 100% Government-backed guarantee.

In total, there were 25 Accredited lL.enders, who provided 1.5 million BBLS

facilities worth over £46.52 billion, in the ten months across the scheme's

lifespan.
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2

Scheme Design

(i

20

21

22

23

24

25

Introduction

The key stages in the design of BBLS leading up to launch included:
(a) the inception of the scheme and policy drivers;

(b) the Ministerial Submission;

(c) fraud risks and operational challenges; and

(d) the Reservation Notice and Ministerial Direction.

HMT, the Department for Business, Energy and Industrial Strategy, and the

Bank were collaboratively involved in the design of BBLS.

Further to a request from the Chancellor for advice on establishing a new
scheme, HMT developed the initial proposals for the launch of BBLS. The
Department for Business, Energy and Industrial Strategy and the Bank
provided their views on these proposals by way of a Ministerial Submission.
The Bank were asked by the Department for Business, Energy and Industrial

Strategy to feed into this Submission, albeit within a very short timeframe.

The primary motives of BBLS were to substantially increase the volume of
loans being delivered at the lower end of the market and the speed of

delivery.

An important consideration in the design of BBLS was the evidence that many
businesses required up to £25,000, as noted in paragraph 48 below, as well
as the fact that lending under £25,000 was considered overly burdensome for
lenders, being subject to the numerous requirements and consumer
protection controls under the Consumer Credit Act 1974. The proposals for

the scheme design sought to address this gap.

A further key consideration was the conflict between the speed of delivery
and the fraud risks inherent in the design of the scheme, in connection with
HMT's suggestion that the only way it would have been possible to provide
economic support to Small and Medium Enterprises quickly was with the
removal of checks on businesses. The Bank proposed the re-inclusion of

checks to minimise fraud. The Bank's proposals were accepted; however, it

10
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26

27

(ii)

28

29

30

was made clear that the priority was the speed of delivery and that checks
slowing down the 24-hour delivery expectation would not have been

permitted.

Notwithstanding this, significant fraud, credit and reputational risks remained
in the design of the scheme. These concerns were raised to the Department
for Business, Energy and Industrial Strategy by the Bank, including by sharing
externally commissioned advice. This led to the Bank issuing a Reservation
Notice to the Secretary of State for the Department for Business, Energy and

Industrial Strategy.

Noting the Bank's concerns, a Ministerial Direction was issued to the Bank to

implement BBL.S.
Inception of the scheme and policy drivers

From the end of March, the Department for Business, Energy and Industrial
Strategy and the Bank exchanged emails regarding requests to understand
the options for making the existing CBILS more effective for businesses
requiring smaller loan sizes. On 16 April 2020, Keith Morgan (the then Chief
Executive Officer at the Bank) requested information regarding the
addressable market for CBILS and insight on a Swiss economic support
scheme providing 100% guarantee, in preparation for a meeting that he was
due to have with the Chancellor the following day. [RB/1 - INQ000594624]
[RB/2 - INQOO0594663]

On Monday 20 April 2020, Patrick Magee (the then Chief Commercial Officer
at the Bank) made me aware of a telephone call, which he had received from
HMT. From recollection, | believe the call was from Gwyneth Nurse (the then

Director of Financial Services at HMT), though | cannot be certain.

| was made aware that it had been explained to Patrick Magee during the call
that, over the weekend of 18 and 19 April 2020, the Chancellor had met with
chief executives and senior members of six of the larger banks, as HMT
wished to discuss and gain support for a new scheme, which was intended to
be operational within two weeks. He added that the lenders were informed of
the policy direction to provide support to Small and Medium Enterprises
quickly and that the lenders had advised that the only way this would have

been possible was with the removal of checks on businesses. | was informed

11
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31

32

33

34

that those present expressed discomfort with the approach, because the
removal of checks would expose lenders to significant risk. | was also advised
that the lenders had suggested that they could only agree to this approach if

the new scheme had a 100% guarantee.

After recounting his conversation with HMT, Patrick Magee asked me, as
Managing Director of the Bank's Start Up Loans programme, whether Start
Up Loans and its infrastructure could be scaled up to allow for hundreds of
thousands of loans to be provided to small businesses, despite Start Up

Loans having only provided around 10,000 loans a year at that time.

The Bank's Start Up Loans programme provides microfinance lending
products for businesses under three years old. Although the Bank was
experienced in structured and larger lending, the Start Up Loans programme
was the Bank's only "volume" business and the Bank lacked expertise in
volume-flow type lending, the operational delivery process of which is

arguably its most critical element.

| engaged the Start Up Loans team to explore whether it would be possible to
scale up Start Up Loans to deliver 100,000 loans. Following a quick review
and some conversations with our Finance Partner it was agreed that Start Up
Loans could be scaled up, but it would take some time to achieve this.
Therefore, the Start Up Loans option was quickly discounted as being too
time consuming to achieve and not able to deliver the required volume, which

was anticipated as being hundreds of thousands of loans, if not more.

Patrick Magee subsequently invited me to a meeting on 20 April 2020. | was
informed that the meeting was organised to address the concerns raised by
the lenders at the meeting with the Chancellor, which had taken place over
the weekend. The meeting on 20 April 2020 resembled a workshop and was
attended by representatives from the Government as well as lenders and
Patrick Magee, others from the Bank and me. Although the Chancellor was
not present at the meeting, representatives from HMT conveyed his
suggestions; namely, that if a loan was to be provided rather than a grant,
that the majority of funds should be delivered to borrowers within 24 hours of
a completed application, which was a challenging request, as well as his
preference for an application form that had to be straightforward for borrowers

to complete.

12
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35

36

37

The aim of the meeting was to discuss the potential design of the new
scheme and included conversations around the potential use of grants or of
the Start Up Loans model (though this was quickly discounted, as noted in
paragraph 33 above). Numerous discussions followed, which focused on
determining the potential fraud and loss rates, using informal calculations. In
conclusion, loans were determined to be preferable because, in contrast with

grants, loans allowed for recovery (notwithstanding the risk of some losses).

At this stage, the conversations were very much conceptual and focused on
considering what the high-level options might have been. We were not
designing the scheme but considering how we might have achieved the
delivery of funds in the timescales being proposed, including whether this was
even feasible. From the outset, the Bank highlighted its capabilities and the
possibility of using the "rails" that were already set up for the Enterprise
Finance Guarantee programme (and subsequently used for CBILS and
CLBILS). In addition to this, the Bank also underlined the much higher risk
inherent in a scheme with a 100% guarantee, which required no checks on
borrowers. It also emphasised that much higher risk would, therefore, mean

much higher losses.

In the days following the workshop, the Bank was involved in numerous
meetings (internal, with Government colleagues, and engagement with
lenders) aimed at trying to work through the demand for, potential implications
of, and options available for, delivering a new scheme. CBILS was used as
the base for the product itself and CLBILS for the Guarantee Agreement.
Over time, as the model and the way forward solidified, the Bank started to
highlight concerns, raise questions (sometimes its own and other times on
behalf of prospective lenders), suggest product features or make challenges.
These were raised with HMT, and then the Bank was involved in discussions
on how these would be resolved. For example, discussions took place around
how to approach company groups, clarifications over sole traders who had
multiple businesses, and how to confirm a business existed, if the business
operated via a personal bank account. Discussions between the Department
for Business, Energy and Industrial Strategy and the Bank continued on

23 and 24 April 2020, in particular regarding the self-certification risk and
value-for-money of the proposed scheme. [RB/3 - INQ0O00594693]

13
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(iii)

38

39

40

Ministerial Submission

At 09:55 on 23 April 2020, Laurence Pawley (the then Deputy Director of
Business Finance at the Department for Business, Energy and Industrial
Strategy) shared a draft copy of a Ministerial Submission with the Bank. The
Ministerial Submission set out the Department for Business, Energy and
Industrial Strategy's view of HMT's proposal to launch a new scheme called
Coronavirus Small Business Interruption Loan Scheme (though, this was later
re-named as BBLS) alongside proposed tweaks to CBILS.

[RB/4 - INQOO0594676]

In his email, Laurence Pawley welcomed any urgent comments from the
Bank; in particular, any factual corrections, as well as anything the Bank
wanted to add about deliverability risk (noting that the Department for
Business, Energy and Industrial Strategy had already requested input from
UK Government Investments on the issue). Moreover, the Bank was alerted
to the fact that the document was to be sent in draft to Ministers at 10:45, and
as such, any comments would be required before then, giving the Bank less
than one hour to review the draft Submission and provide any comments to
the Department for Business, Energy and Industrial Strategy.

[RB/4 - INQOO0594676]

Patrick Magee responded to Laurence Pawley at 10:30 with initial thoughts,
noting that the Bank would be providing more detailed comments. He also
commented that the Submission contained little detail by way of policy
objectives and options analysis. At 11:20, one of the Policy Directors provided
the Bank's further comments, acknowledging that, by that time, the
Department for Business, Energy and Industrial Strategy may have already
sent the draft to Ministers. The Policy Director recommended the inclusion of

additional details on the following issues:
(a) that there were a range of delivery options;

(b) the existence of competition issues posing a challenge; namely that
non-accredited CBILS providers could have been eradicated from the

market; and

(c) that Banks/accredited CBILS lenders may not have taken up the
scheme if on set Government terms. [RB/4 - INQ0O00594676]

14
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41

42

43

44

45

In addition to this, the Policy Director reminded the Department for Business,
Energy and Industrial Strategy that the normal practice for the Department for
Business, Energy and Industrial Strategy's Submissions — in respect of
issues, which concern the Bank — was co-authorship with the Bank, followed
by dual sign-off in both institutions. At 13:25, Laurence Pawley provided an
updated draft and requested clearance from the Bank in respect of the
section regarding delivery, which referred to the Bank, and requested
essential comments only on the remainder of the document. Laurence Pawley
noted that any of the Bank's comments would be required by 15:00, in
advance of sharing the Submission with Ministers at 16:00.

[RB/4 - INQOGO0594676] Within that 1 hour 35 minute window, the Bank did
provide comments. [RB/5 - INQO00594677]

At 10:11, on the same day, David Raw (Deputy Director, Banking and Credit
Team at HMT) contacted the Department for Business, Energy and Industrial
Strategy and the Bank by email, noting that there had been developments,
following a late-night call with the Chancellor, which David Raw wished to
discuss with the Department for Business, Energy and Industrial Strategy and
the Bank. He explained that the Chancellor wished to proceed with a 100%
guarantee scheme for the smallest loan sizes and that he had expressed
views regarding scheme design. [RB/6 - INQ000594998]

The Ministerial Submission was presented to the Secretary of State for the
Department for Business, Energy and Industrial Strategy, by the Department
for Business, Energy and Industrial Strategy officials, that evening.

[RB/7 - INQOO0594679]

The Submission noted that it had been prepared as the Chancellor had
sought advice on establishing a new loan scheme following negative press
coverage and criticism of CBILS. The criticism concerned the initial slow rate
of processing applications, which led to negative comparisons to international
equivalents. It was proposed that the new scheme would adopt aspects of
models from Swiss and German schemes. [RB/8 - INQ000594680]

| was made aware by Patrick Magee that CBILS lenders were inundated with
applications. The processing and assessment of these applications was
taking a number of weeks, and in some cases, lenders expected this might

take six weeks or longer; and in addition to this, many applications were being

15
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46

47

declined. | was aware at the time from discussions with HMT that they were
also concerned that a lot of businesses were operating without a business
account and therefore had no access to CBILS. HMT (David Raw and
Gwyneth Nurse) estimated that about one million businesses used a personal
account. HMT also advised that there was a growing fear, supported by
business groups (I recall the Federation of Small Businesses being quoted),
that the pandemic lockdown had resulted in the majority of Small and Medium
Enterprises having less than four weeks of cash. Therefore, there was a
working presumption that, if we were not to have found a way to support them
quickly, there would have been millions of Small and Medium Enterprises that
would have gone out of business. With full lockdown, it was difficult not to
agree with this conclusion, although it was difficult to prove. From
conversations with prospective lenders, | was aware that it was generally
recognised that CBILS was not a successful option for all smaller loan sizes,
and that another option was required. It was intended that the new scheme

would address this gap.

At this time, the only policy objective stated in the Ministerial Submission was
to increase the speed at which applications for smaller loans were processed
to deliver lending to smaller businesses, in connection with the overarching
aim of the schemes to support businesses through the pandemic lockdowns
by preventing business failure. [RB/8 - INQ000594680]

[RB/9 - INQO0O0146545] The focus on timescales is consistent with the need
for speedy delivery, which was outlined at the workshop meeting of

20 April 2020. The Submission considered that an alternative to a new
scheme would be to make amendments to the CBILS scheme; however, it
noted that the Chancellor had confirmed that he wished to progress both
suggestions simultaneously, the proposed streamlining of CBILS and the
introduction of a new scheme. [RB/8 - INQ000594680]

The Submission explained that the proposed new scheme would facilitate
faster lending by removing credit check obligations on lenders, which slowed
down the delivery of loans to borrowers, and to offset the considerable
increase of risk to the lender by providing a 100% guarantee for these smaller
value loans. These proposals targeted a subset of businesses that were

unable to access CBILS due to credit-scoring processes, as well as those

16
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48

49

able to access CBILS, though struggling to do so, as there were few lenders
with appetite to offer lending below £25,000. [RB/8 - INQ000594680]

The Consumer Credit Act 1974 applied to regulated small business loans of
£25,000 or less to certain business types, including sole traders and some
partnerships. Under the Consumer Credit Act 1974, lending was subject to
numerous requirements and consumer protection controls, such as
credit-worthiness checks, the provision to borrowers of clear information on
the terms of a loan, as well as complexities with lenders' abilities to recover
debts in cases of borrower default. As such, very few lenders offered
Consumer Credit Act business-lending for CBILS. Moreover, it would have
taken lenders time to build a new Consumer Credit Act-compliant business
line. The proposed scheme aimed to address this gap. The Submission
referred to the Bank's analysis, which suggested that up to 800,000
businesses might have required loans of £25,000 or less during the ensuing
three months. [RB/8 - INQ0005984680]

The Submission expressed the Chancellor's intention that the scheme be
introduced as soon as possible, and preferably before mid-May 2020 (a date

suggested to him by officials). The proposed terms comprised:

(a) a term loan of up to 10% of business turnover, to a maximum of
£25,000, aimed at preventing small businesses from taking on

excessive debt in the absence of credit checks;

(b) no interest for the first year (as a Business Interruption Payment would
apply}, and capped at around 2-3% in future years, aimed at

preventing excessive lender profits;

(c) a 100% Government guarantee, with no portfolio cap, aimed at

removing risk for lenders;

(d) a term limit of five to ten years, to align with the CBILS six-year term

limit;

(e) no personal guarantees;

(f) self-certification by the applicant that a business was trading before,
and impacted by, the pandemic; excluding forward-looking viability

checks;
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(iv)

52

(9) a standardised one-page application, aimed at ensuring speed and

consistency among lenders; and

(h) the need for borrowers to acknowledge that they would not benefit
from the normal Consumer Credit Act 1974 protections, in respect of
the loan, for the purposes of enabling the self-certification aspect of
the application. [RB/8 - INQ0O00594680] In order to achieve this,
legislative and regulatory amends were made to the regulatory
perimeter and to the Consumer Credit Act 1974, for the purposes of
the lending. HMT made a statutory instrument that amended the
Financial Services and Markets Act 2000 (Regulated Activities)
Order 2001 and the Government introduced primary legislation to
amend the Consumer Credit Act 1974. | have been made aware from
sight of the document exhibited to the Inquiry [RB/10 - INQ000083343]
that the legislative and regulatory amends were discussed, and given
support, at a meeting of the Covid-19 Economic and Business
Response Implementation Group attended by the Chancellor and

other members of the Government.

The Ministerial Submission highlighted that the 100% guarantee would likely
come at the cost of an elevated risk on a per loan basis to the Government.
For example, reliance on self-certification could result in large numbers of
non-viable businesses being unable to repay their debts in future.

[RB/8 - INQ0O00594680]

The Submission stated that the only realistic, and the fastest, delivery option
would be through the Bank. Notwithstanding this, the Submission
acknowledged that the Bank was working at full capacity to deliver the
existing schemes (CBILS and CLBILS) as well as formulating the newly
announced convertible loan scheme (FF) and that this would impact the
Bank's ability to deliver a new scheme at the pace envisaged.

[RB/8 - INQO00594680]

Fraud risks and operational challenges

Concerns in relation to the proposed scheme were raised within the Bank
from very early on. Following discussions between the Bank and lenders, as

to potential action that could be taken, | recall that Patrick Magee discussed
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these concerns with Gemma Peck (then Co-Director of Business Growth at
the Department for Business, Energy and Industrial Strategy) and invited her
to commission the Bank to obtain external advice regarding fraud risks and
operational challenges. On 24 April 2020, Gemma Peck contacted HMT to
discuss commissioning external advice in relation to how to ensure validity of
claims on the guarantee and mechanisms for limiting fraud, based on various
scenarios (from the scheme having no checks at all through to "light touch"
checks). Gemma Peck then suggested the parameters for the commission
and invited comments from HMT and the Bank. Patrick Magee suggested that
PricewaterhouseCoopers would be best placed to provide the advice
(because they were already assisting with setting up CBILS). HMT and the
Department for Business, Energy and Industrial Strategy confirmed that they
had no preference as to who was instructed [RB/11 - INQ000594685].
Therefore, on the same day, the Bank engaged the assistance of
PricewaterhouseCoopers to provide urgent advice on the proposed new

scheme; in particular, to produce:

(a) a framework analysis of the implications of the scheme applying
varying degrees of checks on borrowers (no checks, minimal checks,

or moderate checks); and

(b) an assessment of how much additional assurance the level of checks
would provide, the degree of risk remaining, and the amount of friction
that the level of checks would introduce into the delivery process.
[RB/12 - INQO00594686]

PricewaterhouseCoopers developed a repository of fraud risks (covering
eligibility, fraud, Know Your Client, and Anti Money Laundering risks) and
assessed the mitigation of these risks by the proposed level of checks (none,
minimal or moderate); and also provided input on possible additional checks
to further reduce the level of risk. The development of fraud risk mitigation is

discussed further in Section C below.

During 24 and 25 April 2020, in a series of internal discussions and emails,
senior figures from the Bank (Keith Morgan, Patrick Magee,

Shanika Amarasekara (the then General Counsel}, the Policy Director and
Graeme Fisher (Managing Director, Policy)) considered whether their

concerns, with respect to the proposed scheme , were serious enough to
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merit expressing these concerns to the British Business Bank PLC's Board
(the Board) and relevant Accounting Officers (a process, which has
previously occurred in circumstances where concerns gave rise to a need to
do so, and before the Government Instructions were accepted). Their

collective concerns encompassed the following issues:

(a) difficulties in reconciling the proposed scheme with the Bank's
Objective B (to help create a more diverse finance market for smaller

businesses with a greater choice of options and providers);
(b) the impact on incentives by the introduction of a 100% guarantee;

(c) disapplication of the Consumer Credit Act 1974 rules, which together
with a misalignment of incentives, could lead to poorer customer

treatment and borrowers becoming more encumbered;

(d) a major impact on a lender's ability to operationalise the scheme at
pace, with a product, price and application process that is

standardised across all lenders;
(e) diversity in the market, in terms of reliance on the larger banks;

() significant adverse consequences in terms of competition for

non-bank lenders;

(9) challenges for lender recovery processes and lender incentives;

(h) the exclusion of a significant proportion of smaller businesses, if policy
follows a banking route, with more than 20% likely to come from
underserved communities. It was expected that some borrowers
would not have accounts with Accredited Lenders, or simply did not

have an account (as noted in paragraph 34 above); and

(i) the potential for alternative delivery models, as well as the issues
identified with the proposed scheme, to be overlooked in favour of a
desire to design and launch the scheme by the timeframe suggested
(4 May 2020). [RB/13 - INQ000594688]

In addition to this, Patrick Magee outlined the Bank's concerns regarding
fraud and credit checks. He remarked that the Bank had to "push HMT hard
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to have basic fraud checks allowed", provided that the checks did not slow
down delivery, due to the focus on permitting a loan to be delivered to a
borrower's account within 24 hours of an application being submitted.
[RB/13 - INQO00594688] | was made aware, through discussions with
Patrick Magee, that HMT intended to remove all checks, including fraud
checks, not just credit checks. Patrick and | repeatedly challenged HMT's
intention to remove all checks - insisting on basic minimum fraud checks - at
a number of meetings with David Raw, which took place between 20 and

27 April 2020.

The Bank was not alone in its concerns. Graeme Fisher noted that some
colleagues at HMT commented that they shared the same concerns and
would be making representations regarding the issues.

[RB/13 - INQO00594688]

Patrick and I insisted on the inclusion of the checks, and were consequently
asked to propose checks which would not slow down HMT's 24-hour delivery
expectation. We consulted with some lenders in order to confirm that the
checks, which we wished to propose were indeed plausible in the
circumstances; notably, including the retention of an automated Cifas (a
not-for-profit membership organisation that brings different sectors together to
share data and intelligence for the common goal of eliminating fraud and
financial crime) or other bureau check, whilst other checks were disapplied.
We agreed the proposed minimum standards, which would strike an
appropriate balance between reducing fraud risk and delivering fast finance,
with HMT officials, who presented our proposal to the Chancellor, to request
his approval that these checks could be incorporated to the Guarantee
Agreement. We were informed that the Chancellor had agreed with our
proposal; however, HMT reiterated on a number of occasions - in discussions
around incorporating additional checks both during the design stage and once
the scheme was live - that the inclusion of any measure which would have

slowed down the delivery of the loans could not be permitted.

In light of the significant concerns which the Bank had expressed in relation to
the proposed scheme, there was discussion as to whether the Bank would
need to operate under Ministerial Instructions and/or Direction.

[RB/13 - INQO00594688]
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Following this internal discussion, Keith Morgan sent a letter of concern to
Sam Beckett (the then Permanent Secretary at the Department for Business,
Energy and Industrial Strategy), on 26 April 2020, highlighting the risks that
the Bank felt needed further consideration before the proposed scheme could
be launched (as set out in more detail at paragraph 60). The Bank noted that
a lack of proper mitigation of these risks could have profound and long-term
impacts on the market; in particular, but not limited to, the alternative finance
sector and competition in the Small and Medium Enterprise finance market.
[RB/14 - INQO0O0563980] The letter was copied to HMT and the private
secretaries of the Secretary of State for the Department for Business, Energy
and Industrial Strategy and of the Chancellor. [RB/15 - INQO00595795]

The letter of concern noted that the policy objectives driving the scheme had
not been clearly articulated to the Bank, resulting in difficulties in producing an
options analysis and, notwithstanding this, the Bank's understanding was that
the primary motive underpinning the proposed scheme was to substantially
increase the volume of loans being delivered at the lower end of the market
and the speed of delivery of the same. On this basis, the Bank stated its

concerns were:

(a) a significant risk of fraud and abuse, due to:
(i) the application of only basic checks on borrowers by lenders;
(ii) self-certification by borrowers;

(iii) the possibility for borrowers to apply through multiple business
entities (by virtue of a business current account or HM

Revenue and Customs (HMRC) self-employment registration);

(iv) the significant blurring between personal and business
activities, at that end of the market, which meant loans could
be used for non-business purposes. | recall that the Chancellor
was said by officials to have been very clear in his intention
that every business should be able to have a loan. This led to
some challenges relating to the definition of a group. In
particular, this highlighted our concerns that, where a sole
trader had a number of different businesses, they would

potentially be able to access a significant number of loans.
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Patrick Magee asked HMT to clarify this point. HMT
subsequently confirmed that it was the Chancellor's intention
that, where companies were structured as a group with a
holding company, they could only access one loan for the
group; however, where a sole trader owned several

businesses, each business was entitled to a loan; and

(v) the lack of direct incentive for lenders to assess borrowers'

creditworthiness or seek to recover debt in the event of default;

(b) the impact on the UK's alternative finance sector and distorted

competition in the Small and Medium Enterprise finance market; and

(c) the challenge for lenders to implement and deliver an additional
scheme, beyond CBILS and CLBILS, within the timescales proposed
by the Government. [RB/14 - INQ0O00563990]

In addition to this, the Bank also highlighted the availability of alternative
options for the Government to address the concerns and criticisms of CBILS,
rather than proposing a new scheme; noting that part of the issue lay with
lenders' systems. [RB/14 - INQ000563990]

The Board met on 27 April 2020 to discuss the proposed new scheme and to
note that the Bank had formally raised its concerns with the Department for
Business, Energy and Industrial Strategy via a letter of concern. At the
meeting, Patrick Magee noted that the Chancellor had confirmed that some
fraud checks would remain and serve to mitigate some of the risk (as noted in
paragraph 57 above). Moreover, due to the proposed simplified application
process, it was expected that there would be a high number of applications,
which may have an impact on the ability to pursue defaulting loans in the
future. [RB/16 - INQO00595828]

During the course of the board meeting, the Chancellor announced the
proposed new scheme to the public in parliament. The scheme had been
renamed as BBLS. In addition to this, the Chancellor announced that the
scheme would permit loans of up to £50,000 (in contrast to the £25,000 limit,
which had previously been set out in the Ministerial Submission).

[RB/16 - INQO00595828] [RB/8 — INQ000594680] My colleagues and | were

made aware of this policy change, for the first time, when it was announced
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by the Chancellor. | was made aware from conversations with some
colleagues at HMT, that they were also not aware of this change. | received
calls and emails from senior members of some of the lenders who also were

not aware of the change.

| organised and hosted a Fraud Collaboration call (a workshop) with
representatives from lender institutions, on 27 April 2020. The workshop was
also attended by the Department for Business, Energy and Industrial
Strategy, HMT and UK Finance, together with PricewaterhouseCoopers. The
decision to host the workshop arose from the Bank's and lenders' concerns
about fraud. The purpose of the workshop was to explore how to handle fraud

in certain scenarios. It considered:

(a) adopting a standardised approach to decision making, where an

"amber flag" was raised by checks, and lender judgment was required;

(b) whether County Court Judgments should be considered forming part
of anti-fraud measures, and to agree a collective view on whether

applications would be declined or referred onwards;
(c) the controls available in respect of multiple applications;
(d) the controls available in respect of groups; and
(e) restricted and/or prohibited sectors. [RB/17 - INQO00594689]

As noted in paragraph 52 above, PricewaterhouseCoopers were
commissioned to conduct an analysis of the fraud risks, in connection with
BBLS. A final report in draft was shared with the Bank, for comment, on
Thursday 30 April 2020. [RB/18 - INQ000594702]

Edward O'Hara (the Bank's then Chief Risk Officer) emailed Keith Morgan,
at 13:21, to note that PricewaterhouseCoopers had completed the fraud risk
review (named Project April), which categorised the residual level of fraud
risks in BBLS as "very high" (on the basis of seven of the larger lenders,
whose fraud controls were likely to be more sophisticated than other delivery
partners). Residual risk is determined by identifying the initial risks and the

controls implemented to mitigate them and then assessing what remains as
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residual risk. The key residual risk categories identified by the Project April

report were:

(a) multiple applications from a borrower to different lenders, or to the

same lender;

(b) self-certification, which would have permitted ineligible applicants to
apply or for others to borrow amounts in excess of that to which they

were entitled;

(c) applicants with a lack of legitimate business, and companies being
used to facilitate fraud (consistent with a recent spike in company

formations); and
(d) organised crime. [RB/18 - INQ000594702]

In his email, on the basis of the PricewaterhouseCoopers Project April report,
Edward O'Hara recommended that Keith Morgan should write another letter
to the Department for Business, Energy and Industrial Strategy (in addition to
the letter of concern of 26 April 2020), reiterating the - now, independently
assessed - risk of the significant level of fraud and abuse, in order to ensure
that Ministers had full knowledge of the risks before instructing the Bank to
implement BBLS. [RB/18 - INQ000594702]

The Project April report essentially confirmed the Bank's fears, highlighted the
importance of the minimum standard fraud-checks, but also raised concerns
about the viability and potential losses, to which the scheme would be
exposed. The report also crystalised the Bank's concerns, in particular, about
duplicate application risk (multiple applications from the same borrower) and
we, therefore, began to spend time thinking about what could be done,
including discussing the issues with some of the lenders. The lender
workshop on 27 April was the first focused fraud meeting and this led to the

regular fraud collaboration workshops, which have continued until this day.

A discussion of the report followed Edward O'Hara's initial email, as further
colleagues from the Bank were added to the email chain. Keith Morgan
requested input on the most effective manner for sharing the analysis with the
Department for Business, Energy and Industrial Strategy, adding that the

analysis calibrated and, potentially, quantified the risks, which had been

25

INQ000653968_0025



70

71

72

73

previously flagged in the Bank's letter of concern. Patrick Magee added that
the risk was not simply a fraud risk, but an enhanced credit risk, as well as a
potential reputational risk. Whilst acknowledging the strong policy drivers
(caused by the pandemic and the unprecedented economic downturn),
Patrick Magee reminded colleagues of the Bank's expertise objective, which
was to assist the Department for Business, Energy and Industrial Strategy on
the development of programmes, including by providing clear risk
assessments. [RB/18 - INQ000594702]

At 10:56, on Friday 1 May 2020, Keith Morgan emailed Sam Beckett,
attaching the PricewaterhouseCoopers draft Project April fraud risk report.
[RB/15 - INQO00595795] [RB/19 - INQO00609064]

Keith Morgan's email outlined the considerations noted in paragraph 66
above and also noted that, in addition to the significant fraud risks, there were
also enhanced credit and reputational risks inherent in the proposed scheme.
In addition, the email proposed the estimated quantification for fraud and
credit losses on BBLS as between 30% to 50% (with the lower end of the
range coming from the larger seven lenders and the higher end from the
Bank's experience, in particular drawing from the Start Up Loans
programme). In terms of value of loans, the estimate represented an
anticipated £3 billion to £5 billion loss on a £10 billion portfolio. This was
based on the assumption that 50% of the estimated 800,000 small
businesses facing liquidity issues would borrow on average £25,000.

[RB/15 - INQO0O0595795]

At 20:55, later that day, in response to Keith Morgan's email, Sam Beckett
responded to confirm that the Chancellor had given the Secretary of State his
agreement for BBLS to go ahead and, subsequently, the Secretary of State
had issued a Ministerial Direction for the Department for Business, Energy
and Industrial Strategy to implement the scheme. As such, Sam Beckett
requested the Bank to consider her response as an instruction to proceed
with BBLS. [RB/20 - INQ000564002]

In her response, Sam Beckett acknowledged the PricewaterhouseCoopers
report and the Bank's concerns. She stated that it would be vital for the Bank,

the Department for Business, Energy and Industrial Strategy and HMT to

26

INQ000653968_0026



(v)

74

75

76

monitor the risks closely during the lifetime of the scheme.
[RB/20 - INQ0O00564002]

Reservation Notice and Ministerial Direction

On Saturday 2 May 2020 at 10:00, there was a meeting of the Board, to
discuss whether the Bank should issue a Reservation Notice in relation to
BBLS. [RB/21 - INQ000595842] The Shareholder Relationship Framework
Document provides that, where the Secretary of State instructs the Bank to

undertake any action that would, amongst other things:

(a) infringe the requirements of propriety or regularity;

(b) not represent good value for money for the Exchequer as a whole;
(c) be of questionable feasibility or unethical,

then the Board may make their reservations in respect of such matter clear to

the Secretary of State in writing (by way of a Reservation Notice).

At the meeting, Patrick Magee outlined the Bank's concerns with BBLS;
namely, the risk of fraud and abuse, the likelihood that competition in the
Small and Medium Enterprise finance market would have been distorted; and
the implementation challenge that would have been faced by lenders. He
noted that the Bank's concerns had been raised with the Department for
Business, Energy and Industrial Strategy Permanent Secretary, copying HMT
and Ministers' offices, and that whilst some issues had been addressed,
significant issues remained. | was not at the Board meeting so do not know
exactly what Patrick Magee said in relation to the issues that had been
addressed, however, lenders were raising multiple small operational issues
on a regular basis, which we were working with the Department for Business,
Energy and Industrial Strategy and HMT to address. We had also been
working to address larger issues such as the definition of “Group”,
implementing some form of minimum recovery obligations and working on
some minimum fraud standards. Ordinarily these issues would all have been
documented; however, we were operating at such pace that this did not

always happen.

Keith Morgan referenced the PricewaterhouseCoopers Project April report

and the associated estimated quantification of losses. He also relayed
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lenders' concerns, including the ability to recover loans in the future and the
disapplication of the Consumer Credit Act 1974. [RB/21 - INQ0O005385842]

Keith Morgan stated that BBLS presented a different context for the Board,
compared with CBILS and CLBILS. He explained that all concerns relating to
CBILS and CLBILS had been raised before the Bank received an instruction,
and a Ministerial Direction was issued alongside the instruction, obviating the
need to issue a Reservation Notice. Conversely, it was "felt that the
reservations about BBLS were of a different order and if it were the decision
of the Bank, a period of time would have been allowed to elapse to monitor
the increase in deployment rate of CBILS, or at the least a slower Jaunch with
more robust checks in place". [RB/21 - INQ000595842]

Keith Morgan outlined the implications of issuing a Reservation Notice.
Furthermore, he explained that the Department for Business, Energy and
Industrial Strategy and HMT officials were aware that the Bank was
considering whether to issue a Reservation Notice, and that it was the
Department for Business, Energy and Industrial Strategy's and HMT's
preference for a Reservation Notice not to be issued. Keith Morgan relayed
that, in the Department for Business, Energy and Industrial Strategy's and

HMT's view, this was because:
(a) the Bank's reservations had already been made clear;

(b) the suggestion for a Ministerial Direction had already been raised (and

the Ministerial Direction was in place);

(c) raising a Reservation Notice, in this context, would have seemed

inconsistent with the approach to previous Directions; and

(d) a Reservation Notice could have potentially aggravated the ongoing
relationship with Ministers. [RB/21 - INQ000595842]

Keith Morgan advised that "issuing a Reservation Notice was [a]
constitutional mechanism at the disposal of the Board to register its concerns
in a situation where there were significant misgivings".

[RB/21 - INQ000595842]

Having considered the issues, as set out in paragraphs 75 to 79 above, it was

unanimously agreed (with the exception of one director, Ceri Smith, who had
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recused himself from the decision) that, given the level of risk involved in the
scheme and in order to protect itself from reputational risk, the Board resolved
to agree to issue a Reservation Notice to the Secretary of State for the
Department for Business, Energy and Industrial Strategy, in respect of BBLS.
[RB/21 - INQO00595842] Ceri Smith was a Non-executive Director of the
Bank and a member of the Board, as a representative of the Department for
Business, Energy and Industrial Strategy, the Bank's shareholder. Ceri Smith
recused himself from the decision, noting a conflict, since he agreed with the
Board that the Reservation Notice should be issued. [RB/22 - INQ000595827]

On 2 May 2020, the Bank issued a Reservation Notice to the Secretary of
State, in respect of BBLS. [RB/23 - INQ000564005]

The Reservation Notice clarified that the Bank had been working with the
Department for Business, Energy and Industrial Strategy and HMT and
referenced the communications exchanged between the Bank and

Sam Beckett. The Bank's grounds for raising a Reservation Notice were:

(a) propriety, noting the reliance on borrower self-certification, the
potential for market distortion and the implications of borrowers

signing-away their Consumer Credit Act 1974 rights;

(b) value for money, referencing the analysis included in the Bank's email
to Sam Beckett, including the vulnerability of the scheme to abuse by
borrowers and by organised crime, and the considerable credit risk;

and

(c) feasibility, underlining the operational challenges presented by the
compressed timetable for implementation of the scheme.
[RB/23 - INQO00564005]

On 3 May 2020, Sam Beckett issued a written Ministerial Direction to the
Bank, requesting that the Bank take all necessary actions to implement
BBLS. The Ministerial Direction acknowledged the Bank's concerns and
noted that the Secretary of State had read the PricewaterhouseCoopers
Project April report, which had been shared by the Bank. Sam Beckett also
noted that, whilst Reservation Notices and Ministerial Directions are ordinarily

to be published; in this instance, the Bank was directed that these not be
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published at that time, given the potential impact that publication may have on
the confidence in, and the take up of, the scheme. [RB/24 - INQ000564006]

84 BBLS was launched on Monday 4 May 2020. The scheme was initially to be
open to applications until 4 November 2020. The volume of applications for
BBLS was considerable, with around £2 billion worth of applications reported
by just four lenders after the first day of launch. [RB/25 - INQ000594705]

85 In the first week of operation of BBLS, 268,000 loans were approved, totalling
£8.4 billion.

Implementation and Delivery
(i) Introduction

86 Despite the very short timeframe to implement BBLS, several lenders were
accredited and were able to begin lending immediately, upon the launch of

BBLS. The key aspects of implementation and delivery included:
(a) the Guarantee Agreement;

(b) Accreditation;

(c) Eligibility and State aid;

(d) the timescales for delivery;

(e) the scheme objectives;

(f) fraud prevention; and

(9) recovery actions.

87 Having been designed on existing rails, lenders were accredited to BBLS via
a similar process to that of CBILS and were familiar with the relevant

concepts and documents.

88 From its launch, certain businesses were excluded from the scheme due to
either the purpose and design of the scheme, or State aid rules. The scheme
was designed to support businesses with trading income. This meant that
certain organisations without trading income, such as public sector bodies,

were excluded. Further, some businesses were excluded if they were not
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eligible to borrow under the European Union's (EU) Temporary Framework or
the amount of support received would exceed the de Minimis amount

permitted under State aid rules.

89 During the course of the scheme, there was a focus from the Bank on

minimising fraud and on recovery actions.

90 The Bank took steps to minimise fraud and, following lender feedback,
proposed additional counter fraud actions to the Department for Business,
Energy and Industrial Strategy. Some of these proposals were agreed by the
Secretary of State and the Economic Secretary to the Treasury — see

Section C below.

91 Guidance and support on recovery actions was offered to lenders through
various channels. For example, HMT, the Department for Business, Energy
and Industrial Strategy and the Bank, in collaboration with UK Finance, the
Lending Standards Board and the Financial Conduct Authority, prepared a

document that contained supplemental guidance on recoveries actions.
(ii) Guarantee Agreement

92 The Guarantee Agreement, setting out the terms of the scheme as between
the Accredited Lenders and the Secretary of State for the Department for
Business, Energy and Industrial Strategy, was drafted and finalised before the
launch of BBLS. The Guarantee Agreement was based on the agreement for
CLBILS with various amendments to reflect the differences in the schemes. In
addition to the Bank's input, the drafting of the Guarantee Agreement
included contributions from various stakeholders, including HMT, the
Department for Business, Energy and Industrial Strategy, UK Finance and
some lenders, as well as the Financial Conduct Authority, who initially
provided comments via HMT, and subsequently made representations on

behalf of consumers.

93 The Guarantee Agreement set out the Eligibility Criteria for the scheme
(making clear that a borrower could not receive a bounce back loan if it had
received a loan via CBILS, CLBILS or the Covid Corporate Financing Facility
unless that loan would be refinanced in full using the bounce back loan); the
terms of the guarantee to be provided to Accredited Lenders by the

Government; and various standards, with which the lenders were required to
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comply. It also appended a copy of the BBLS application form, which was
drafted by HMT. The Guarantee Agreement went through various iterations
during the life of the scheme and lenders signed the version of the agreement
that was current at the time they were accredited, between May and
November 2020. [RB/27 - INQO00603058]

As a result of the extremely short timeframe in which the scheme was
developed and deployed, colleagues from the Bank worked through the night
on Sunday 3 May 2020 and into the early hours of Monday 4 May 2020 (the
day of the launch of the scheme) to obtain executed versions of the
Guarantee Agreement from the lenders who were accredited at launch. Some
lenders sighed the agreement as late as around 02:00 on Monday

4 May 2020 and then had to be ready to receive and process applications at

09:00, later the same day.

The Guarantee Agreement stipulated that lenders were required to carry out
Know Your Client/Anti Money Laundering checks in line with their business as
usual practices and also in line with the Financial Conduct Authority
statement on CBILS and BBLS (first published on 27 April 2020) , which
confirmed that, where a lender had already carried out client due diligence on
an existing customer, it was not required to carry out further checks unless it
had information suggesting that the customer posed a higher risk.

[RB/28 - INQO00593143] Furthermore, for new-to-lender customers, lenders
were required to apply Business As Usual onboarding processes, in

accordance with regulatory requirements.

The Guarantee Agreement was supplemented with a Lender Manual
(published on 15 May 2020), which provided more detailed guidance to
lenders as to how to implement the scheme. The guidance accounted for the
fact that each lender might discharge its obligations under the scheme slightly
differently, because BBLS was a delegated scheme, meaning that, within the
framework set out in the Guarantee Agreement, decisions as to how to
operationalise the scheme (including lending decisions) were delegated to the
lender. The Lender Manual was also revised several times to take account of
various changes to the scheme. In addition, the Lender Manual incorporated
guidance provided by the Bank to lenders, as a result of ordinary Q&As with
lenders. Each version of the Manual was updated with additional guidance
issued since the last iteration. [RB/29 - INQ0O00609060]
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(i) Accreditation

97 On the same day as the BBLS launch, Monday 4 May 2020, the first eight
lenders were accredited to BBLS. These eight lenders? represented the
six larger banks that attended the meeting with the Chancellor, on the
weekend of 18 and 19 April 2020, with two additional lenders. These lenders
were existing delivery partners and were all accredited CBILS lenders. As
noted in paragraph 94 above, these lenders had received and signed a copy
of the Guarantee Agreement between Sunday 3 May 2020 and early on
Monday 4 May 2020, so that they could begin lending immediately, following
the launch of BBLS. The Bank's Investment Committee met on 1 May 2020 to
ratify and approve the accreditation of these lenders.
[RB/31 - INQO00584745]

98 Following launch, additional lenders were accredited to BBLS via a similar
process to that implemented for CBILS. A request for proposals was issued,
which set out the minimum criteria required by lenders to be approved to
deliver the scheme. This included a requirement to be able to deliver a
minimum value of £10 million of new lending under the scheme. Prospective
lenders submitted a response to the request for proposals, which was then
assessed by a team within the Bank and those responses that met the criteria
were submitted to either the Investment Committee or Managing Director

Forum for approval.
(iv) Eligibility and State aid

99 Some sectors were excluded from accessing BBLS by design. These sectors
were specified in the Eligibility Criteria contained in the Guarantee Agreement
and included banks, building societies, insurance companies, public sector
bodies and state-funded primary and secondary schools. The scheme was
designed to support businesses with trading income and so certain
organisations not considered to fall within this definition were excluded.
Charities and further educational colleges could access the scheme through
the Coronavirus Act 2020.

The first lenders accredited for BBLS (all of which were CBILS Accredited Lenders) were (1) Barclays Bank PLC, (2) HSBC UK Bank

PLC, (3) Lloyds Bank, (4) Bank of Scotland, (5) NatWest Group plc, (6) Santander UK, (7) Clydesdale Bank PLC, and (8) Danske
Bank. [RB/30 - INQ000594701]
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100  The design of the scheme was also constrained by the fact that the UK was
subject to State aid rules and was designed to fall under the Department for
Business, Energy and Industrial Strategy's Umbrella Notification (SA5684),
which was amended on 3 April 2020 to take account of the updates to the
EU's Temporary Framework and had been amended to allow for 100%
guarantee schemes and the de Minimis regulations. Furthermore, under the
provisions of State aid, some businesses would be excluded from accessing
support under BBLS, if they were not eligible to borrow under the Temporary
Framework (principally if they were an "undertaking in difficulty”) and if the
value of State aid received meant that the business exceeded the amount
that it was entitled to receive in any rolling three-year period beyond the
relevant de Minimis amount (which depended on the sector in which the

business operated) under the de Minimis regulations.

101 Prompted by the challenges raised by applicants, the Bank and HMT
exchanged emails in relation to the BBLS application form and eligibility
requirements, in particular the definition of a corporate "group" and the
corresponding State aid position. [RB/33 - INQ000595809] Following HMT's
confirmation about applications submitted by different businesses with
common ownership, lenders were provided with formal guidance on
16 June 2020 clarifying the definition of "group". The guidance widened the
definition of "group”, for the purposes of BBLS, while keeping within the State
aid parameters and was stated to be effective from 2 June 2020. Lenders
were then provided with an updated application form and State aid
declaration (to be completed by applicants) on 1 July 2020.

[RB/29 - INQO00609060]

(v) Timescales for the delivery of BBLS

102  Given the Direction from the Government as to the parameters of the scheme
and the timescales for delivery, there were significant pressures on the Bank

and on lenders.

103  In light of this, BBL.S was built on existing rails, as this was the only feasible
option. Although necessary amends were made, BBLS retained the same
infrastructure and there was a familiarity for lenders with the concepts and

documents, as well as for some borrowers with previous experience of a
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(vi)

104

guarantee scheme; although, many borrowers had no prior experience of

business borrowing.
Scheme Objectives

After the schemes had been up and running for a few weeks, the Bank
worked with the Department for Business, Energy and Industrial Strategy and
HMT to design a set of objectives, common to all three existing guarantee
schemes (CBILS, CLBILS and BBLS). A final version was circulated for the
Deputy Directors' Covid-19 Business Governance meeting (also referred to
as the Business Finance Meeting) on 16 July 2020, containing seven

overarching objectives for the schemes, that:

(a) access to finance schemes complemented other Government support

and initiatives;

(b) finance be unlocked at scale and pace such that businesses disrupted

by the pandemic would still have access to finance;

(c) businesses were given maximum opportunity to maintain liquidity up
until lockdown measures were lifted (given what was known about the

pandemic at scheme launch date);

(d) scheme design should incentivise appropriate risk taking by lenders

(which would vary across products);
(e) debt structure should take into account long term business survival;

() debt structure should allow firms with long term growth potential to

continue to grow; and

(9) long term economic benefits realised from paragraphs 104(e)
and 104(f) exhibit value for money against any Government incurred
losses. [RB/36 - INQ000595838] [RB/37 - INQO00595840]
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(vii)  Fraud prevention

105  From inception and throughout the lifecycle of BBLS, the Bank took steps to
minimise the possibility of fraud, within the confines of the agreed parameters

of the scheme. The Bank's approach included:

(a) requiring lenders to conduct fraud checks using Cifas (or another
reputable bureau) and perform Know Your Client/Anti Money
Laundering checks, as set out in the Guarantee Agreement, and

conform with the other fraud minimum standards in the schedule;

(b) engaging with lenders through regular working group meetings to

encourage additional anti-fraud measures;

(c) supporting the creation of the Cifas duplicates database to track
multiple applications, which became mandatory for lenders from
25 June 2020;

(d) commissioning an initial and additional PricewaterhouseCoopers
report to identify fraud risks, which led to further engagement with

lenders and Government bodies;

(e) approving additional fraud controls, including mandatory database use
and extended fraud check time for high-risk cases, which were

approved by the Secretary of State on 22 June 2020;

(f) responding to a Government pilot that identified fraudulent loans by
increasing monitoring and introducing a "change of director” flag in the

Cifas database to help identify suspicious applications; and

(9) engaging positively with the Cabinet Office Counter Fraud Function
(Government Counter Fraud Function) and the Department for
Business, Energy and Industrial Strategy fraud teams to collaborate
on additional ideas and HMG actions and, when actions had been

agreed, engaging lenders to ensure their support and contribution.

106  The Guarantee Agreement included a contractual obligation for the lenders to
comply with appropriate fraud processes, during the loan application process
and, subsequently, during the life of the loan. This included a requirement to

screen applications using a reputable fraud bureau to screen against potential
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or known fraudsters and to ensure ongoing transaction fraud monitoring for all
facilities. Lenders were also required to reject all applications that failed their
fraud checking process. For new-to-Bank relationships, they were expected to
undertake standard Know Your Client/Anti Money Laundering checks and to
take into account any fraud concerns raised by Know Your Client/Anti Money
Laundering processes in deciding whether to proceed with an application.
These requirements were included in the Guarantee Agreement, following
requests by the Bank, as the initial instruction from HMT was that there were
to be no checks in order to speed up delivery of funding (see paragraph 57
above). Over the course of several calls between the Bank and HMT, the
Bank articulated the difference between basic fraud checks and credit checks.
The Bank also explained that numerous County Court Judgments may be
indicative of fraud. HMT took this advice to senior officials and it was
confirmed that minimum fraud checks would be permitted, but that County
Court Judgments were considered to be a credit check issue and would not

be a bar to receiving a loan.

107  In addition to the mandatory fraud checks, the Guarantee Agreement also
stipulated that lenders were at all times required to comply with their legal and

regulatory obligations.

108  On 1 June 2020, PricewaterhouseCoopers delivered an update to the Project
April report, which was shared with senior colleagues at the Department for
Business, Energy and Industrial Strategy and HMT. [RB/38 - INQ0O00594763]
[RB/39 - INQO00594764] Having raised clear concerns in respect of fraud
risks and having noted these in the Reservation Notice, the Bank took all the
steps it reasonably could to minimise potential fraud. Therefore, the Bank
thought it was important to commission the updated report, in order to gain a

clearer understanding of the issues post-launch.

109  The updated report provided further granular detail and clarifications about
the risks and also provided suggested actions to address these. In response
to the report, the Bank's main action was engagement with lenders. As noted
above, in addition to inviting the lenders to an initial workshop with
PricewaterhouseCoopers prior to scheme launch, the Bank instigated and
co-hosted (with UK Finance) a regular fraud collaboration working group with
the Accredited Lenders, which was also attended by HMT, the Department for

Business, Energy and Industrial Strategy and the Government Counter Fraud
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Function. These meetings continued and the Bank highlighted the concerns
and the risks (drawn out in the Project April report and updated report) and
engaged lender support in minimising fraud. The Bank encouraged lender
action, noting that as long as the speed of funds delivery did not slow down,
the Bank would support all additional actions taken by lenders to minimise

fraud over and above the minimum standards.

110  These meetings were an opportunity to share experiences of known attempts
at fraud on the scheme, to discuss potential counter fraud measures and to

update on the additional steps being implemented to address fraud.

111 The working group meetings were attended by a representative from Cifas.
During the 27 May 2020 meeting, the idea of creating a database, aimed at
capturing duplicate applications (a risk identified in the Reservation Notice, as
noted in paragraph 66(a) above), was discussed. As described in
paragraph 52 above, the Bank subsequently worked with Cifas, the
Accredited Lenders, HMT, the Department for Business, Energy and
Industrial Strategy and the Cabinet Office (Government Counter Fraud
Function) to enable Cifas to build a bespoke common database to allow
lenders to upload details of the BBLS applications received. This enabled
lenders to cross-reference any new applications received against the
database, in order to identify whether duplicate applications had been made
to other lenders or to themselves. [RB/40 - INQ000594749]

112  The Cifas duplicates database went live on 2 June 2020
[RB/42 - INQO00594750]. An email was sent to Accredited Lenders
confirming that use of the Cifas duplicates database was mandatory from
25 June 2020 and it was included as Scheme Guidance in September 2020.
Resource was dedicated to identifying ineligible facilities and seeking
agreement from lenders to remove the guarantee from these. While
implementing these checks at the design stage would have removed the need
for additional resource later down the line, this would have delayed the launch
of BBLS and negated the overriding objective of speed.
[RB/43 - INQO00593115] [RB/28 - INQO00609060]

113  The Bank had ongoing conversations with lenders, in respect of fraud
prevention and also discussed ideas and options for combatting fraud.

Lenders highlighted their concerns and also gave examples of instances of
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fraud, which they were encountering. In addition to this, on 21 May 2020, |
was made aware, by a fraud expert from the Government Counter Fraud
Function, that it was possible to purchase a UK business account on the 'dark
web', and that the prices for these accounts were rising.

[RB/44 - INQO00594726] [RB/45 - INQO00594727]

114 In light of ongoing conversations with the Government Counter Fraud
Function and lenders, the Bank made a proposal to the Department for
Business, Energy and Industrial Strategy regarding additional counter fraud
actions. By virtue of the fraud collaboration working group meetings, the
Government Counter Fraud Function and lenders were able to contribute to
the shaping of the proposals, and the Bank directly contributed its

recommendations.

115  On 11 June 2020, a Ministerial Submission was presented to the Secretary of
State, by the Department for Business, Energy and Industrial Strategy, with
respect to a proposal for further actions to mitigate fraud risk in BBLS. The
Submission noted that, considering the initial uptake of the scheme and the
latest macroeconomic data, the estimated total size of BBLS would be around
£36.5 billion; resulting in potential credit and fraud losses between
£14.6 billion and £21.9 billion. [RB/46 - INQ000564055] This represented
40-60% of the total sum lent under the BBLS scheme (and is an overlapping
but higher estimate as compared to the earlier estimate of 30-50% provided
by the Bank on 1 May 2020 for fraud and credit losses, as noted in
paragraph 71 above).

116  The Ministerial Submission noted that in order to mitigate risks, the Bank had
undertaken a number of actions prior to the launch of the scheme; and,
following launch, the Bank continued to undertake activities aimed at fraud
prevention. The Ministerial Submission proposed the implementation of

additional actions to further strengthen fraud prevention:

(a) mandating the use of the Cifas duplicates database solution, aimed at

combating multiple applications;

(b) empowering lenders to take up to 48 hours for fraud checks, in
respect of high-risk groups, while other applicants would continue to

be processed within 24 hours; and
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(c) enabling lenders to decline applications with three or more material
County Court Judgments. [RB/46 - INQO00564055]

117  In an email exchange between the Department for Business, Energy and
Industrial Strategy, HMT and the Bank, on 22 and 23 June 2020, the
Department for Business, Energy and Industrial Strategy confirmed that its
Secretary of State had now approved all three of the proposed fraud
mitigations outlined in the Submission. HMT then confirmed that the
Economic Secretary to the Treasury had approved the first two mitigations;
but not the third. HMT clarified that their view was that lenders already had
discretion to reject an application where the borrower had three or more
significant County Court Judgments, if they deemed this to be an indicator of
fraud. The Economic Secretary to the Treasury fully supported lenders using
their judgement on this issue; but was not minded to prescribe that lenders
should take a particular approach. [RB/47 - INQ000595845] From
conversations with lenders, | understood that they largely did not view
themselves as having the discretion to reject an application if it had three or
more significant County Court Judgments, because they viewed this as a
credit check, which they were not permitted to undertake. In addition, in terms
of the operation of the scheme, | thought it unlikely that lenders would wish to
use their discretion (if they thought they had one, which | do not think they
had) because doing so would have required them to make significant
changes to their systems to implement this check (given that any such
automatic check was 'switched off' or omitted from the system for
onboarding). The Bank's preference would have been for a specific

instruction to decline applicants with multiple County Court Judgments.

118  On 14 July 2020, the Government Counter Fraud Function and Companies
House issued a joint summary, detailing the outcome of pilot activity to
identify companies where there had been a change of director post
1 May 2020 and where there was no evidence of trading activity. Such
actions had the effect of giving the fraudulent impression that a company was
active (and therefore able to apply for a BBLS loan), whilst it was in fact not.
This data analvtics pilot identified almost 700 suspected fraudulent Bounce
Back Loans. The Government Counter Fraud Function had proposed the pilot
to the Bank, who supported in its delivery, by ensuring it was communicated
to, and acted upon by, lenders. [RB/48 - INQ0O00609047]
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119 A 'change of director" flag was then added to the Cifas duplicates database
to enable lenders to identify applications that may require further
investigations. By 29 June 2020, all lenders had implemented a flag to alert
them to a change of directorship. Additionally, the Government Counter Fraud
Function provided lenders with the results of the data analytics review to
enable them to carry out a back-book review to identify any facilities that may
require further investigation as a result of the change of director status.
[RB/48 - INQO00609047].

(viii)  Recovery actions

120  On 9 December 2020, a document titled "Collaborative Statement of Agreed
Principles” was introduced. This document was prepared by HMT in close
collaboration with the Bank, as well as UK Finance and the Department for
Business, Energy and Industrial Strategy. The Collaborative Statement of
Agreed Principles was reviewed by the Lending Standards Board and the
Financial Conduct Authority, who fed comments through HMT. It contained a
set of principles in relation to collections and recoveries and the treatment of
fraud. It provided supplemental guidance in relation to the recoveries
obligations already contained within the Guarantee Agreement and Lender
Manual and reflected an agreed industry approach in relation to BBL.S.
[RB/50 - INQO00651726]

121 The Bank formed a small group to work on the document, following its desire
to implement consistency, aimed at ensuring effective recovery, together with
a number of lenders that had raised concerns around a perceived lack of
clarity in the Guarantee Agreement in respect of recovery actions. It took a
long time to agree the contents of the Collaborative Statement of Agreed
Principles, which was agreed by all the lenders accredited for the scheme at

that time.

122  In addition to this, UK Finance led a project, which intended to create a utility
for recoveries, permitting all lenders to collaborate and to route collections
and recoveries through one central entity. The Bank supported the initiative
and endorsed proposals. However, due to insufficient buy-in from lenders, the

project did not proceed.
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123  The Guarantee Agreement also contained a contractual obligation for lenders
to follow their own business as usual recoveries processes for each BBLS
facility and to comply with the relevant regulatory requirements (as well as the
minimum recovery standards set out in the Guarantee Agreement). Lenders
were required to continue to actively pursue recoveries (regardless of whether
or not it had received payment under the Government guarantee) for a
minimum of 12 months following a repayment demand being issued to the
customer, unless the lender would usually cease recovery activity earlier than
this, in line with its business as usual processes or regulatory obligations (as
set out in the Guarantee Agreement). [RB/27 - INQ0O00609058]

124  Lenders have been, and continue to be, active in pursuing recoveries, both
pre- and post-default and also before and after payment under the guarantee,
in accordance with their obligations. Many lenders have been going above
and beyond their contractual obligations. [RB/50 - INQ000651726]

125 On 11 January 2021, at a BBLS Counter Fraud Strategy meeting, attended by
representatives from the Department for Business, Energy and Industrial
Strategy, the Government Counter Fraud Function, the National Investigation
Service, the National Crime Agency, the Home Office, the Insolvency Service
and the Bank, the Bank commented on the scale of companies entering
liquidation. The Bank pointed out the need to be clear with lenders regarding
their obligations. [RB/51 - INQ0O00594859]

126 At a subsequent Bank Fraud Collaboration Working Group meeting on
20 January 2021, the Bank noted that discussions were ongoing with the
Insolvency Service and Companies House to create practical guidance on
voluntary dissolution and compulsory strike-off scenarios.
[RB/53 - INQO00594908]

127  The Bank was working together with the Government Counter Fraud Function
and Laurence Pawley at the Department for Business, Energy and Industrial
Strategy in respect of this issue. On 5 February 2021, the Bank wrote to all
lenders providing guidance. The Bank shared a flowchart to assist lenders by
setting out actions required where a loan has been advanced to a company
that has subsequently requested voluntary dissolution.

[RB/29 - INQO00609060]
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4

Communication

128

129

130

131

132

133

The Bank communicated the purpose, eligibility and application process for
BBLS widely, across a broad range of channels to smaller businesses and
the self~employed, including media, its website and social media channels
and through finance delivery partners, via stakeholder channels and paid
marketing. The steps taken by the Bank, in relation to communication, were

intended to promote confidence and certainty amongst scheme users.

As BBLS was a delegated scheme, with the lenders making loans to
borrowers rather than the Bank, its Accredited Lenders were a key channel to
reach borrowers/applicants. Before launch, the Bank therefore briefed the
larger seven banks, who were the lenders accredited from commencement of
the scheme, and provided FAQs, videos and information packs to help
promote BBLS and to ensure consistent delivery within the constraints of

each lender's Business As Usual procedures.

Shortly before the scheme launch, the Bank briefed the major business
groups, such as the Federation of Small Businesses, the British Chambers of
Commerce, the Institute of Directors and the CBI and specialist finance trade

bodies, so that they could share details of the scheme with their members.

On 4 May 2020, the Bank distributed a press release to broadcast, national,
trade and regional media announcing the commencement of the scheme, its
purpose, eligibility criteria and application process [RB/54 - INQ000593118],

achieving blanket media coverage.

Shortly after scheme launch, lenders also received a Lender Manual, which
provided further guidance to ensure that they understood how the scheme
operated and could effectively communicate information about the scheme to
prospective borrowers. In addition, they were requested to make information
about the schemes available through all their usual publicity, marketing and

communication channels.

The Bank published a scheme page on its website with links to specific
content for both lenders and borrowers, including an explanatory video, quick
eligibility checklist and detailed FAQs for each group. This was regularly
updated as the scheme developed, ensuring that businesses and lenders

were always able to access the most up to date information available,
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including which lenders were offering the scheme. The many hundreds of

businesses making telephone enquiries were directed to the online content.

134  Subsequent to the launch, the Bank issued frequent press releases about
new lender accreditations, as well as each time the scheme was amended or
extended, to ensure that media, businesses and stakeholders were provided

with the latest information about scheme lenders.

135 Each media announcement was accompanied by extensive social media
activity, with dedicated social media assets to communicate the features of
the scheme to followers. Social media channels were also used to publicly

and directly answer queries that businesses had about the scheme.

136  To effectively launch the suite of Guarantee Schemes to market, the creation
of a paid marketing go-to-market strategy was required. The key objectives of

the strategy were:

(a) to get businesses (nationally and regionally across the UK) who were
worried about their survival, to recognise the Bank as a brand they

could trust to light the way; and

(b) informing, enabling and reassuring them through difficult economic
times and beyond, by promoting the Bank's products (BBLS, CBILS,
CLBILS, FF, etc) and the information services that support them.

137  Key customer insights at the time evidenced that smaller businesses urgently
needed access to working capital, information and support so they could
continue to be viable businesses and contribute to the UK economy. To
deliver against this customer-need, the resulting campaigns met the following

design principles:

(a) to communicate a new context for the Bank (suite of new products and
interventions responding to the Coronavirus pandemic) to drive
awareness of the Bank to new audiences and also required a

broadening of our historic segmentation approach, and

(b) digestible and easy to navigate content resulting in clear product

sign-posting.
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138

The marketing campaigns over this period encompassed multiple paid

channels, including paid search, paid social and radio and digital audio.

5 Accessibility

139

140

141

Early estimates suggested that, from May to July 2020, the:

(a) addressable market would have been 1.3 million businesses, who

may have been viable; but financially distressed; and

(b) effective demand would have been from 0.5 million credible
applications, with a total loan value of approximately £41.5 billion.
[RB/55 - INQO00594681]

BBLS was launched at pace with a small number of the UK's largest lenders.
This meant a broad span of businesses had access to the scheme. Bespoke
arrangements were also made to ensure businesses without a business bank
account, trading through a personal account (estimated by the Department for
Business, Energy and Industrial Strategy to be one million businesses), could
also access the scheme. This included permitting lenders - who were not
obliged to do so - to allow applications via a personal bank account and then
move the customer from a personal account to a business services account
(though, there was no requirement on the lender, nor the borrower, to set up

a full business account under the scheme).

However, there were many businesses whose accounts were with smaller
lenders, that were not immediately accredited to the scheme and so could not
access a BBLS loan. It also became apparent early on that most lenders
decided, for operational reasons and due to their risk appetite, to serve their
own existing customers and chose to close account switching services. This
meant that, if a business did not already bank with one of the Accredited
Lenders, it would be far more challenging for it to access a BBLS loan unless
its bank became accredited. In some cases, a borrower could approach one
of the main lenders (HSBC and, to a lesser degree, Barclays) who stayed
open to new customers. Clearly, new-to-bank customers had to go through
the additional checks, associated with opening a business current account,

which took time.
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142  The key step the Bank took to address the accessibility issues was to quickly
expand the number of accredited BBLS lenders, which meant the number
increased very quickly in the weeks after launch. In addition to the
eight lenders accredited at scheme launch, between 5 May 2020 and
2 November 2020, a further 17 lenders were accredited to BBLS.

143 A fast-track accreditation process was designed to ensure that lenders, who
were already accredited for CBILS, could apply and be approved for BBLS
with a minimal amount of additional work and time, albeit certain additional
due diligence was put in place, which focused on areas where there were
differences between CBILS and BBLS (i.e., the greater concerns about fraud
and recoveries associated with BBLS, and the BBLS application form). Senior
leadership met with lender-applicants to discuss the requirements of the
scheme and to obtain confirmation that the minimum fraud standards were
clear to them, and that they used Cifas (or a comparable bureau) for fraud
checks. The lender-applicants were then invited to outline their
business-as-usual recovery process, to ensure that this aligned with the
Bank's expectations. This gave the Bank a clear overview as to the lender's

approach.

144 A change was made to the scheme allowing a lower minimum expected
scheme size. This had the effect of allowing smaller specialist providers (and

their customers) to take part in BBLS.
Monitoring of Support
(i) Data sharing and governance

145 As BBLS was devised, designed and deployed in an extraordinarily short
period of time, there was not enough time to implement a new system for the
purposes of monitoring the scheme. However, Accredited Lenders were able
to share data and provide reports via the lender portal of the Guarantee and
Wholesale Solutions Guarantees Platform, which had already been
implemented for CBILS (as set out in more detail below). In addition,
Accredited Lenders manually reported data to HMT. Therefore, up to date

data regarding the operation of BBLS was available.

146  Prior to the pandemic, the Bank provided the Guarantee and Wholesale

Solutions Guarantees Platform for the Enterprise Finance Guarantee
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programme, where details relating to the facilities were entered manually by
lenders who lent under the scheme. This (broadly speaking) tracked the
amount of lending under the scheme, types of facility, sectors lent in and

geographical spread of borrowers (amongst other things).

147  When CBILS was set up, Accredited Lenders were required to upload data
about facilities granted under it (and other Guarantee Schemes) to the lender

portal on the Guarantee and Wholesale Solutions Guarantees Platform.

148  Due to the volume of data that came from increased lending under the
Guarantee Schemes compared to the Enterprise Finance Guarantee
programme, it became impractical for high volume lenders to enter the data
manually. This was time consuming for Accredited Lenders, and accordingly
there was a delay between lending and data becoming available on the
Guarantee and Wholesale Solutions Guarantees Platform about facilities

made. The manual process also increased the risk of data error.

149  Additionally, business interruption payments and scheme lender fees paid by
the lenders were new requirements and required new processes and data
points to enable verification, reconciliation and payment. The system also

needed to transition from engaging with around 40 to 133 lenders.

150  To address this, a small internal team worked with the lenders and external
resource during May and June 2020 to scope a Platform Application
Programming Interface and design processes and templates for each new
activity. This also required Accredited Lenders to develop systems at their
side. For certain large lenders, whilst work in relation to developing a Platform
Application Programming Interface was ongoing, the Bank agreed to pause
the requirement for them to upload data manually onto the lender portal on
the Guarantee and Wholesale Solutions Guarantee Platform. Instead, we
asked them provide data on aggregate via spreadsheets until the Platform
Application Programming Interface was launched and they could upload all of

the data required in bulk.

151  The run phase started in July 2020, and envisioned what came to be known
as the Guarantee and Wholesale Solutions Guarantee Platform as a central

log of all facility details.
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152  Once the CBILS Platform Application Programming Interface was deployed,
the Accredited Lenders for whom manual upload had been paused were able
to bulk upload data. Development work then started on the BBLS Platform
Application Programming Interface. A steering group met weekly to monitor

this work.

153  There were ongoing requirements to engage with lenders as they became
accredited. Not all Accredited Lenders were or have been able to integrate
with the Platform Application Programming Interface system and some
continued to manually upload details of facilities. The reasons Accredited
Lenders may have been unable to integrate the Platform Application
Programming Interface system could have been, for example, due to
technology and cost constraints, or cost-benefit when compared to the
number of facilities granted (for example, small lenders with a limited number

of facilities granted under the schemes).

154  The design of processes to capture arrears data and to deal with the
processing and payment of payment claims submitted by lenders under the
Guarantee Schemes began in September 2020. The intent was to deliver an
automated scalable solution with the ability to gather arrears information on
an automated basis for larger volume lenders across the portfolio. The
scoping of this work also had to consider the introduction of Pay as You

Grow, top ups and the extension of the Schemes, often requiring clarification.

155  The Bank's governance structures also permitted the Bank to monitor BBLS.
The Bank's governance structures evolved over time. Due to the pace at
which the Bank needed to deliver the Schemes, much of the initial work was
done through ad hoc phone calls, emails and conversations and the Bank
utilised its existing structure and processes, where possible, for example to
discuss information and, in some cases, make decisions relating to the
Schemes. However, the Bank worked collaboratively with HMT and the

Department for Business, Energy and Industrial Strategy.

156  Whilst the governance structure at the Bank remained broadly the same, as
the Schemes developed, it became clear that, during the initial period of the
pandemic, some of those fora would need to meet more frequently and
additional fora were required to manage the volume and scale of the

Schemes. As the pandemic progressed, those structures were reviewed and
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fora adapted as required. At the strategic level, the Board, which had
previously met four to six times a year, were updated on an ad hoc basis
when required, held out-of-course meetings and made decisions via written
correspondence where necessary. Additionally, the Bank attended a range of
meetings with organisations outside the Bank including lenders, industry
bodies (such as UK Finance, Responsible Finance, Innovate Finance, and
the Federation of Small Businesses), and Government departments and

teams.

157  In July 2020 the Debt Schemes Programme Board was established which
enabled the Bank to deal with the required changes due to the pandemic, as
well as the various changes which were required to implement the Guarantee
Schemes. On 5 August 2020, its key objective was stated to be to provide
oversight of milestones, key risks / issues, escalation and decisions across
projects and workstreams. Highlight reports were produced each week and
covered issues such as amendments to the Guarantee and Wholesale
Solutions Guarantees Platform, Platform Application Programming Interface
(AP1), the Enterprise Finance Guarantee programme Database, the Bank's
own transition to remote working, scheme launches, external website,
operationalisation of key processes, accreditation, and audit and assurance.

Each of those workstreams had subgroups.

158  The Debt Schemes Programme Board was attended by members of the
Bank's Executive Committee, Reinald de Monchy and me and met every
fortnight. In May 2022, its work was taken into the Lender Performance

Programme Board.

159  There were also working level groups which held regular meetings at varying
frequencies - daily stand ups at the outset, moving to weekly or bi-weekly at a
later stage. At first, these largely focused on the internal resources and
processes required to ensure the effective operationalisation of the Schemes.
For example, the Policy Forum would provide guidance on loan scheme
related matters (other than audit and lender accreditation) and provide
recommendations as to appropriate escalations to those involved in the
day-to-day administration of the Schemes, including delivery partner
management, and interpretation of the various guarantee agreements. As
time progressed, other working groups focused, for example, on the

operationalisation of data provision and websites or data publication and
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scheme valuations. At various stages, new staff directorates and new groups

were established to bring this work together.

160  The Lender Performance Advisory Board was established and first met on 23
March 2022 to meet the perceived need for increased Government
participation in and visibility of the Bank's fraud risk management approach
for the Guarantee Schemes. The Lender Performance Advisory Board was
advisory, the decision-making capabilities in relation to the management of
lenders and individual guarantee decisions remained with the Bank,
Department for Business and Trade Accounting Officer and the Shareholder,

with approval from HMT (as appropriate, for example financial approvals).

161  The Lender Performance Strategic Committee for British Business Financial
Services Limited was also established in 2022, with a similar role to the
Investment Committee but with the remit of considering the strategic
management of the Guarantee Schemes and facilitation of guarantee
decisions. It first met on 29 April 2022. It considered trends emerging from the
lender dashboard and the Audit and Assurance Forum (for all the Guarantee
Schemes), escalations from working group level committees, and Covid Debt
Schemes Counter Fraud Strategy Board (later Programme Board). It
considered and approved appropriate actions (as necessary) to manage
lenders, provide appropriate challenge and consider any escalations as to the
validity of guarantee claims. It sits side-by-side with the British Business
Financial Services Limited Investment Committee. The Terms of Reference
identified decision making members of the committee from the Bank and
optional attendees from the Bank, the Department for Business, Energy and
Industrial Strategy, UK Government Investments and Government Counter
Fraud Function. The Lender Performance Strategic Committee continues
today, although UK Government Investments ceased attendance in August
2022.

162  In addition to this, the Bank designed audit programmes and undertook
assurance reviews in respect of BBLS. The Audit Review Panel was
established in August 2020 to provide direction and subsequent actions
based on findings, escalating as required. The panel managed the external
resources, reviewed the results and agreed future audit and assurance plans.
The Audit programme which had originally been set up to deal with the

Enterprise Finance Guarantee programme was reviewed and developed for
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the Schemes. Initially, the programme delivered "early accreditation" audits
for lenders. Thereafter, a rolling operational programme of risk-based audits,
using external resources, was designed to provide consistent, confidential,
reliable and independent oversight of the lenders participating in BBLS,
CBILS and CLBILS.

(i) Evaluation

163  In June 2020 the National Audit Office gave a presentation to the Executive
Committee of the Bank regarding the investigation it proposed to carry out in
relation to BBLS. The proposed investigation would consider why BBLS was
developed, what it offered to businesses, performance of the scheme to date,

the main risks inherent in the scheme and how these were being managed.

164  Over the next few months, the Bank assisted the National Audit Office in
relation to its investigation which included the provision of various documents
and several colleagues from the Bank being interviewed by National Audit
Office staff.

165  On 7 October 2020, the National Audit Office published its report into BBLS.
Adjustments and Cessation of Support
(i) Introduction

166  Detailed discussions took place between HMT, the Department for Business,
Energy and Industrial Strategy and the Bank regarding the extension of the

Guarantee Schemes.

167  The decision to extend the schemes, also included amendments to BBLS,
such as introducing "top-up" options and "Pay as You Grow" measures aimed

at supporting borrowers.

168 These changes had significant operational impacts on lenders and the Bank
and reflected the Government's evolving response to the economic situation.

BBLS eventually closed to new applications on 31 March 2021.
(i) Extension of the Guarantee Schemes

169  During a call between the Bank, the Department for Business, Energy and
Industrial Strategy and HMT, on 15 September 2020, HMT suggested
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extending the Guarantee Schemes. In a subsequent email exchange on

15 and 19 September, the Bank suggested that it would not be advisable to
extend BBLS beyond 4 November 2020 and that the deadline for processing
any applications submitted under all the Guarantee Schemes should not be
extended beyond 31 December 2020. In the Bank's view, the market
circumstances had sufficiently changed to justify not extending and no longer
continuing the credit and fraud risks associated with the scheme. This was
because there was talk at the time about society “opening up” again. There
was a feeling that businesses had got through the worst of it and had
adapted. They had worked out how to trade in the new conditions. The word

“pivoted” was used regularly.

170  On 17 September 2020, HMT confirmed that the Chancellor wished to extend
the closing date for all three schemes to 30 November 2020. There was
further discussion as to when this would be publicly announced with a final
decision from Number 10 that the announcement would be made on the
Monday morning (21 September 2020). [RB/57 - INQ000595860]

(iii) Amendments to BBLS to introduce "top-up" and Pay as You Grow measures

171 On 24 September 2020, the Chancellor announced an extension of the
scheme until 30 November 2020. At the same, time he announced various
measures aimed at assisting borrowers with repaying their loans. A borrower
could avail themselves of any or all of the Pay as You Grow measures. The

measures provided borrowers with the following options, to:

(a) extend the term of the loan from six to ten years, at the same fixed

interest rate (2.5%);

(b) take a repayment holiday for up to six months (available once during

the life of the loan and only after six repayments had been made); and

(c) make interest only repayments for six months (available up to three

times during the life of the loan).

172  On 2 November 2020, following the announcement of a second lockdown in
England, BBLS was extended until the end of January 2021.
[RB/58 - INQO00594802]
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173  The announcement also noted that BBLS would be adjusted to provide the
ability for borrowers to "top-up” their BBLS loan, where they had applied for
less than the maximum permitted (up to 25% of their stated turnover, capped
at £50,000). This was due to the fact that the limit of one loan per borrower
was perceived to be causing problems for borrowers who did not apply for the
maximum amount, as they had not anticipated the pandemic lasting for as
long as it had and the associated consequences. The top-up was not
considered a contravention of the limit of only one loan per borrower.

[RB/59 - INQO00594881]

174  Though providing flexibility to borrowers in disruptive economic
circumstances, Pay as You Grow and top-ups, as well as the amendments
made to these, added considerable operational burden and cost to the
lenders. The 2.5% interest rate cap may also have deterred lenders from
seeking accreditation, as they may have considered participation in BBLS to
be economically unattractive. [RB/9 - INQ0O00146545]

175 In aninternal discussion on 3 November 2020, Catherine Lewis La Torre (the
then interim Chief Executive Officer at the Bank), the Policy Director and
Graeme Fisher considered whether the Bank could accept a new instruction
in relation to changes to the schemes without issuing a Reservation Notice.
Following the discussion, the Bank concluded that it could do so, because the
Shareholder Relationship Framework Document gave the Bank the option,
but not the obligation, to raise formal reservations. Given that the Bank's
reservations had already been formally raised, it was not felt necessary to do
so again. [RB/60 - INQO00594801]

176  On 9 November 2020, the Bank wrote to the Permanent Secretary for the
Department for Business, Energy and Industrial Strategy to notify that, with
the extension of BBLS, the Bank did not intend to raise a Reservation Notice
again; however, it wished to make clear that its previous reservations
continued to apply, in particular regarding value for money.

[RB/61 - INQO00594813]

177  Inresponse to the Bank's letter, the Permanent Secretary for the Department
for Business, Energy and Industrial Strategy responded to the Bank on the
same day, acknowledging the Bank's previously communicated concerns and

agreeing that these continued to remain significant. The letter also referenced
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the measures undertaken to mitigate fraud risk, including the minimum
standard fraud checks, as well as the post-launch interventions, such as the
Cifas duplicate application check and change in director flag. The Permanent
Secretary for the Department for Business, Energy and Industrial Strategy
noted that the scheme changes to BBLS were covered by the Ministerial
Direction, as well as the Written Direction issued to the Bank, and instructed
the Bank to proceed with implementing the changes to BBLS.

[RB/62 - INQO00564141]

178  On 8 December 2020, the Permanent Secretary for the Department for
Business, Energy and Industrial Strategy wrote to the Bank to instruct it to
proceed with the implementation of the Pay as You Grow measures for BBLS.
The letter confirmed that the scheme change was covered by the earlier
Written Direction issued to the Bank on 3 May 2020. [RB/63 - INQ000564166]

179  On the same day, the Bank wrote to all BBL.S Accredited Lenders giving
notice that amendments to scheme facilities that were made in order to
implement Pay as You Grow options were permitted variations in accordance
with the terms of the BBLS Guarantee Agreement. [RB/64 - INQ000595887]

180  On 10 December 2020, HMT notified the Bank and the Department for
Business, Energy and Industrial Strategy that the Chancellor was considering
extending all of the Schemes to the end of March 2021, given that the country
was still in the middle of the pandemic and taking into account that this would
align with the end of the furlough scheme. [RB/65 - INQ000594839]

181 On 17 December 2020, the Chancellor announced that all the Schemes

would be extended to accept applications until 31 March 2021.

182  On 3 February 2021, the Bank issued guidance to lenders in relation to the
Pay as You Grow options, which were first articulated in the Collaborative
Statement of Agreed Principles (as noted in paragraph 120 above). This
included standardised compulsory wording for lenders to include in their
communications with borrowers where lenders were making Pay as You
Grow options available and, indeed, all but one lender did provide Pay as You
Grow options. [RB/29 - INQ000603060]

183  The channel for communication was at the discretion of lenders. Lenders

were to take into account the particular needs of their vulnerable customers
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and adapt their communication approach to meet those needs. For example,
if digital channels were used, firms were to make it easy for customers less
able to use those channels to access alternatives. [RB/50 — INQO00651726]

184  On 4 February 2021, at a Board meeting, the Chief Executive Officer
informed the Board that a further change to the Pay as You Grow options was
expected to be announced in the coming days. Although the change was not
anticipated to add significantly to the risk associated with the scheme, it would
require a revised instruction from the Department for Business, Energy and
Industrial Strategy. An instruction was requested by Tom Child (Senior Civil
Servant at the Department for Business, Energy and Industrial Strategy) and
received on 6 February 2021. [RB/68 - INQ000564183]

185  On 8 February 2021, the Chancellor announced that the Pay as You Grow
options would be amended, such that the six-month payment holiday would
be available at any time, from the first repayment date, rather than requiring

six repayments to have been made.
(iv) Closure of BBLS

186 In the Budget, on 3 March 2021, as pandemic-related lockdowns ended, the
Chancellor announced that BBLS, together with the other Guarantee
Schemes, would close to new applications on 31 March 2021 and would be

replaced with a successor scheme.

187  On 31 March 2021, BBLS closed to new applications. Lenders were given
until 31 May 2021 to process any applications that had been submitted by the
31 March deadline. [RB/29 - INQO0O060S060]

188  Following the processing of all applications received by the closing date of the
scheme, 1.5 million loans had been provided to businesses with a total value
of £47 billion.

Impact of the scheme

189 At atime of unprecedented economic uncertainty, BBLS was devised,
designed and deployed in an extraordinarily short period of time, in order to
address perceived problems with CBILS, which had resulted in delays in
delivering funding and many businesses being unable to access the scheme

quickly. The Bank worked with Government stakeholders, lenders and other
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third parties, under extreme pressure, to deliver the support scheme. The
lenders put themselves at considerable reputational risk and immense
operational pressure and cost to deliver a novel scheme, with an

unprecedented level of demand.

190  The specific objective of BBLS - to provide economic support to Small and
Medium Enterprises in shorter timeframes than could be delivered by
CBILS - was met. By 12 July 2020, a total of £31.7 billion was loaned to just
over one million applicants. This support went directly to the businesses that
needed it, with 97% of BBLS borrowers facing some challenges as a result of
the pandemic, and 75% reporting major challenges. Recipients used the loan
proceeds primarily to cover operational expenses, pay suppliers or pay
wages; around a third of borrowers used the funding to provide financial
security throughout the pandemic, and a minority used the loan to adapt their
business model or working practices to respond to the pandemic. The support
also went, as intended, to smaller businesses, with a majority of borrowers
having a turnover of £100,000 or less in the latest financial year, and almost
nine in ten having eight or fewer employees prior to the pandemic.
[RB/9 - INQOO0146545]

191 In providing this support, according to the second-year evaluation report
carried out by London Economics and Ipsos, the Bank, along with private and
public sector stakeholders, helped save between 175,000 and 618,000

businesses.

192  The report stated that BBLS, along with the other Schemes, "unlockfed]
finance at scale and pace" and "may have helped to restore business
confidence relatively rapidly" with important macroeconomic effects through
the stimulation of supply chains and consumer spending, "potentially leading
to impacts on business survival beyond the businesses that directly benefitted
from loan guarantees." The report similarly concluded that the scheme also
gave businesses "maximum opportunity to maintain liquidity until lockdown
measures were lifted." [RB/9 - INQ0O00146545]
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Section B: Future Fund
1 Introduction

193  British Business Financial Services Limited manages and administers FF and

is a wholly owned subsidiary of the Bank.

194  FF3was announced on 20 April 2020 and launched on 20 May 2020
[RB/70 - INQO00593119] [RB/69 - INQ000593120]. It was initially set to close
on 30 September 2020, before being extended to 30 November 2020 and

then ultimately closing to new applications at the end of January 2021.

195  In total, there were 1,851 applications which were considered by the Bank.
1,190 of these were successful and FF provided funding of £1,137 million to
1,192 companies with 28,000 employees.* [RB/71 - INQ000593121].

196  FF was fundamentally different to the Bank's Guarantee Schemes which
(a) were debt based and (b) involved the Bank working with delivery partners
that loaned monies to borrowers with benefit of a government guarantee for
certain losses. In contrast, FF allowed the Government to co-invest in
high-growth UK companies, in conjunction with the private sector, through a
Convertible Loan Agreement. A Convertible Loan Agreement is a debt
instrument that may, if certain conditions are met, convert into shares of the
company receiving the loan at a later date. UK FF Nominees Ltd entered into
the Convertible Loan Agreements as a counterparty to a company, and in
doing so, holds the interests in the loans and shares on bare trust for the

Government.

197  The objectives were not formally set in writing prior to launch. However,

| Name Redacted | (Special Adviser to the Chancellor of the Exchequer and the

Prime Minister) stated that the policy objectives/intended outcomes of the

scheme were to "help start-ups/scale-ups that "deserve” to survive (because

8 During its design and development, FF was known by various names including the "Coronavirus Equity Bridge", "Project Future”
"Convertible Loan Note Scheme”, "Venture Bridge Fund" and "Coronavirus Bridge Fund". As such, some documents exhibited in this
statement refer to these names, instead of the FF.

4

As noted in Annex 1, due to the de-merger of some companies, the final number of companies supported by FF differs slightly than

the overall number of successful applications. Additionally, there were also a number of applications that were not progressed (for
example, due to being incomplete or duplicates). As these were not considered by the Bank, they have not been included in this

figure.
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they are good companies that will be responsible for a lot of UK job creation
in future), but which are likely to go bust without government intervention
(because they will not be able to raise enough capital from their investors)".
[RB/72 - INQO00594660]

198 The economic objectives that FF was ultimately assessed against were

formally articulated in October 2020. These were to:

(a) increase the supply of finance to potentially viable UK equity backed
companies that would otherwise have problems raising finance, or
have been underfunded, due to adverse market conditions (short term

objective);

(b} reduce risk of business closures caused by potentially viable
businesses running out of cash in the short run (medium term

objective);

(c) reduce the risk of companies' long-term prospects being damaged due

to adverse economic conditions (medium term objective);

(d) ensure the long-term pipeline of equity backed companies was not

damaged due to adverse economic conditions (long term objective);

(e) within the constraints of a standard set of eligibility criteria, to ensure

that the funding provided is used for the purposes intended; and

(f) provide value for money for the taxpayer and net economic benefit to
the wider economy (long term objective). [RB/72A - INQO00609050]

199  Under FF, eligible companies could receive funds of between
£125,000 - £5 million, subject to raising at least equal matched funding from
private investors. FF was open to eligible companies operating in all sectors.
Applications were made by potential investors, as opposed to the investee
company, and were assessed and allocated funding on a first-come-first

served basis.
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200 The detailed terms of FF are set out in the relevant Convertible Loan
Agreements.® [RB/74 - INQ000651727] [RB/75 - INQO00594835]. The key

terms were:

(a) Eligibility: the company must have raised at least £250,000 in equity
from third-party investors in previous funding rounds over the past
five years (i.e., from 1 April 2015 to 19 April 2020 inclusive); if the
company was a member of a corporate group, it was required to be
the ultimate parent company; with no shares or other securities listed
or quoted; a UK incorporated limited company or an eligible non-UK
parent company?®; incorporated on or before 31 December 20197 and
must have had (i) half or more of its employees UK based and/or

(i) half or more of its revenue from UK sales;

(b} Matched funding: The Government's contribution would constitute no

more than 50% of the funding;
(c) Loan size: £125,000 - £5 million;

(d) Use of proceeds: The loans were to be used solely for the purposes of
operating expenditure and/or capital expenditure in respect of the
company's business. The loans could not be used to repay
shareholder or related party loans (other than any bank or venture
debt facilities); pay dividends, bonuses or discretionary payments that
were non-contractual or not in the ordinary course of business for
12 months; pay advisory, placement or similar corporate finance type
fees in relation to the Convertible Loan Agreement; and/or to lend to,
invest in, or otherwise provide finance to companies or persons that
are not part of the company's group. In the case of non-UK parent

companies, the loans were to be used in respect of the UK business;

There were two Convertible Loan Agreements in operation during the FF. The first was in force for the period 20 May 2020 —

30 November 2020. The second, with a change to the use of proceeds clause which is covered in more detail in paragraphs 338-345,

was in force from 1 December to the FF's closure.

The eligibility of non-UK parent companies was introduced post launch of the FF. See paragraph 327 for more detail.

In the case of non-UK companies, this criterion only applied to at least one UK subsidiary operating company. For more details on the

eligibility criteria for non-UK companies see paragraph 327.
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(e) Warranties: the company had to provide limited warranties regarding
meeting the eligibility criteria, compliance with the law, borrowing

facilities, litigation and insolvency events; and

(f) Covenants: the company was required to provide limited covenants to
the Government, including undertaking to treat the lenders and the

holdings of the conversion equity fairly and equally.

201  The design, development and implementation of FF involved HMT, the
Department for Business, Energy and Industrial Strategy, the Bank,
PricewaterhouseCoopers and external legal advisors. In terms of general

roles:

(a) HMT decided on the creation of FF, set the policy and agreed the

design principles;

(b) The Department for Business, Energy and Industrial Strategy was
responsible for assessing how the scheme could be implemented in

line with the objectives;

(c) The Bank, as the centre of expertise, input during the design stage
after HMT had decided on the broad parameters of the scheme and
led on delivery, in conjunction with its appointed delivery agent,

PricewaterhouseCoopers; and

(d) PricewaterhouseCoopers's role as delivery agent, in addition to
providing its advice and expertise at the design stage, was to process
enquiries and applications, carry out due diligence and have ongoing
dialogue with investors and companies on application information,
supporting documentation and points of clarification.

[RB/73 - INQO00146532] [RB/76 - INQ0O00594673]

202  The model used for FF was novel to the Bank. As such, there were no
existing models of support which could be adopted. However, as FF was
developed after CBILS, CLBILS and BBLS, the Bank was able to consider the
lessons learned from the development of these schemes and apply these to
the design of FF.

203  For example, advice, analysis and modelling was typically requested, and

shared, by email between the Bank, the Department for Business, Energy
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