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Dear Catherine,

BBLS EXTENSION AND ‘TOP UP’ OPTION

On 2 November, the Prime Minister announced that the Bounce Back Loan Scheme
(BBLS) will be kept open for applications up to 31 January 2021, with loan
agreements to be finalised by 31 March 2021. In addition, the Prime Minister
announced that BBLS borrowers would be given the opportunity to ‘top up’ their
facilities where they have previously borrowed less than the maximum of 25% of
turnover, subject to a cap of £50,000. Requests to top up existing loans will need to
be made by 31 January 2021, as per the new application deadline.

| can confirm thatthe Chancellor has given the Secretary of State his agreement for
the scheme changes to go ahead. BEIS has received formal agreement from HMT
and confirmation that they will provide budget cover for any additional losses
incurred as well as the direct and indirect costs of operating the schemes for an
extended period, where these are reasonable and justifiable.

| can also confirm that, having considered updated Accounting Officer advice, | have
concluded that the scheme changes are covered by the earlier ministerial direction
that was issued to my predecessor in their capacity as Principal Accounting Officer
on 1 May, as well as the written direction issued by BEIS to your predecessor on 3
May.

In the letter that you sent to me earlier today, you raised a number of concerns on
behalf of your Board with regard to the scheme changes. As your letter states, these
concerns are not new. Indeed, they were outlined in some detail both in the
exchange of direction letters and in the BBB’s Reservation Notice issued ahead of
the scheme’s launch. At the time, my predecessor explained that she shared these
concerns and had sought a direction on account of the risks around value for money,
propriety and feasibility which, taken together, meant that she could not reconcile the
scheme with the standards set out in Managing Public Money.

| agree that the risks associated with BBLS remain significant, such that it would
likely still not be possible to reconcile the scheme with the standards set out in
Managing Public Money. In particular, value for money remains highly uncertain and
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difficult to estimate in the absence of robust data, whilst the residual propriety risk is
also high despite mitigations. However, given economic circumstances continue to
be extremely challenging and in view of the new national restrictions imposed on 5
November, there is a strong rationale for the Government to make these changes to
extend the provision of support through BBLS.

As you mention, significant steps have been taken to address these concerns since
the scheme’s launch. The scheme’s requirements to deliver at volume and pace
meant that the large lenders, as anticipated, were significant at scheme launch and
continue to be the main providers, given their existing market reach and operational
capacity. | am delighted that the BBB has now been able to accredit 28 lenders for
BBLS, including several alternative finance providers, helping to ensure an element
of competition within the scheme. As you know, our teams are working alongside HM
Treasury on the design of a successor scheme to go live from 1 February 2021. As
this work develops, | agree that it is important we pay due regard to the potential
impact on diversity in the SME lending market, taking account of lessons learned
from the delivery of BBLS. We are currently awaiting confirmation from ministers that
they wish to proceed with the new scheme, so that lender consultation can begin
week commencing 16 November.

Since the scheme’s launch, we have worked at pace with the BBB and other
partners to mitigate the fraud risk and implement measures to tackle known
vulnerabilities, without compromising the scheme’s speed and simplicity. As you
highlighted in your letter, initial estimates indicate that £1.1bn of fraud has been
prevented as of 20 October. This is thanks in part to lenders’ fraud checks as
required by the minimum standards, as well as interventions introduced since the
scheme’s launch, like the duplicate application check and Change in Director flag.
Like you, | have been encouraged by the way our teams continue to work together
on this issue, in close collaboration with colleagues from across government, law
enforcement, and the lenders.

Finally, we have seen the overall level of risk reduce in certain areas. Though | note
that the speed at which the BBLS ‘top-up’ mechanism is being launched means that
it carries some degree of risk, the BBB’s track record delivering the scheme since
May gives me confidence that these risks can be effectively managed. Like my
predecessor, | have been impressed by the pace and vigour with which the BBB has
worked to implement the Covid-19 debt schemes, and | would like to take this
opportunity to place on record again my appreciation for this.

Please take this letter as an instruction to proceed with implementing the changes to
BBLS as agreed with HMT and BEIS officials. | confirm that BEIS is empowered to
instruct you in this way (having received formal consent from HMT). The assurances
BEIS has previously given you on BBLS, including regarding funding and costs, will
continue to apply in light of these changes.

Best wishes,

Personal Data
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Sarah Munby
Permanent Secretary for Business, Energy & Industrial Strategy
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