
IN THE MATTER OF THE UK COVID-19 INQUIRY 
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1.1 I make this statement in response to the request for evidence under Rule 9 of the 

Inquiry Rules 2006 made on behalf of Baroness Heather Hallett, the Chair of the UK 

1.2 This statement is intended to set out, where appropriate, the key aspects of my 

1.3 My statement has been prepared based on my personal recollections and emails and 

documents made available to me. I have also seen the corporate ("First") witness 

statement for Module 9 ("CWS") provided by Gareth Davies, as current Permanent 

Secretary for the Department of Business and Trade ("DBT"), on behalf of the former 

Department for Business, Energy and Industrial Strategy ("BETS") provided in Module 

9 {KK/001 INQ0006532171 {KK/002I INQ000653218} {KK/003 IN0000653219} 

{KK/004 INQ000653220}. Both my inboxes from my junior and senior ministerial roles 

have been uploaded and reviewed, and relevant documents have been shown to me 

as part of the preparation of this statement. I have also previously provided a witness 

statement to the Inquiry dated 6 January 2025 concerning matters of industrial 

strategy for emergency preparedness as part of Module 5 {KK/005 INQ000536159}. 
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1.4 Some of the matters raised within the Rule 9 request are addressed in detail in the 

CWS. I will not directly cross-refer to the CWS but instead will replicate the relevant 

content in this statement, indicating where that has been done and including 

references as necessary and appropriate in the following format: CWS, Part X, §XX'. 

2.1 Between 24 July 2019 and 8 January 2021, 1 was the Minister of State for 

Energy, Clean Growth and Climate Change at BETS, and was then appointed 

Secretary of State at BEIS until 6 September 2022. 

2.2 BETS was later split in 2023, after my departure from the relevant roles, to become 

DBT, the Department for Energy Security and Net Zero ("DESNZ") and the 

Department for Science, Innovation and Technology ("DSIT"). In this statement, I 

refer to 'the Department' or BETS' when referring to the former functions and areas of 

responsibility of the Department for Business, Energy and Industrial Strategy, and 

'DBT' when referring to the current department. 
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1.1.1 In 2010, I was elected the Conservative MP for Spelthorne. 

1.1.2 From 2010 until 2013, 1 was a member of the Transport Select 

Committee. 

2.4 In 2013 joined the Work and Pensions Select Committee, where I was a member until 

2015. 

1.1.3 In 2015, 1 was appointed as Parliamentary Private Secretary to the 

Leader of the House of Lords. 

1.1.4 In October 2016, 1 joined the Public Accounts Committee where I was a 

member until May 2017. 

1.1.5 In May 2017, 1 became Parliamentary Private Secretary to the 

Chancellor of the Exchequer. 
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Harvard University on a Kennedy Scholarship. I earned a PhD in economic history 

from the University of Cambridge in 2000. 

3.2 In my role as Minister of State for Energy, Clean Growth and Climate Change from 24 

July 2019 until 8 January 2021, 1 was not involved in monitoring and assessing the 

initial economic impact of the pandemic. My role and responsibilities during this 

period included: 

3.2.1 Energy Policy: developing strategies to ensure a secure, affordable and 

sustainable energy supply for the UK including renewable energy, energy 

efficiency and nuclear energy; 

3.2.2 Climate Change: leading initiatives to meet the UK's climate targets, 

including decarbonisation, emission reduction strategies and adherence to 

• .• 

bodies, ensuring compliance with climate-related laws and regulations; and 

3.2.5 International Leadership: representing the UK in global climate discussions 

sit.] 1111111

3.3 In terms of preparedness and strategies in the economic response, in the early 

stages of the pandemic, one of my key responsibilities was to ensure work at Critical 

National Infrastructure sites could continue without major disruption, amongst other 

energy-related issues. Whilst I worked in this junior ministerial role, I was not 

practically involved in the decision-making for the Covid loan and grant schemes. At 

the time, I was the only energy minister in government, whereas this role had 

previously been split across multiple junior ministers. I therefore dedicated my time to 
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discussions with energy sector stakeholders and working to ensure continuity and 

effective operation of Critical National Infrastructure. 

3.4 When I was appointed as Secretary of State for BEIS on 8 January 2021, the majority 

of the key principles and financial schemes had already been established by His 

Majesty's Treasury ("HMT") and my predecessor, the Rt. Hon. Alok Sharma, for 

example, Coronavirus Business Interruption Loan Scheme ("CBILS"), Coronavirus 

Large Business Interruption Loan Scheme ("CLBILS"), Bounce Back Loan Scheme 

("BBLS"), Future Fund, Small Business Grant Fund ("SBGF"), Retail Hospitality and 

Leisure grant Fund ("RHLGF"), and Business Rates Relief. I had little to no 

involvement in the decision-making and development of these schemes. It is 

therefore difficult for me to comment on what I would have done differently had I been 

w J 

3.6 As Secretary of State, I did have some input into the Plan for Growth in 2021. The 

had shifted towards management of the economic impact of other major global 

events. 

4.1 During my tenure as Minister of State for Energy, Clean Growth and Climate Change 

Sharma was very good. He saw me as competent to get on with the work unaided, 

which let me carry out my work concerning Critical National Infrastructure without 

constraint. We had a weekly call, and I found him to be very engaged with the energy 

sector. 
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4.2 My working relationship with HMT as a junior minister generally was a little different, 

in that my personal communication with HMT was more limited as those discussions 

would have been occurring at Secretary of State level or amongst senior officials. 

much of our interactions during this period. This is due in part to the fact that he was 

appointed just prior to the House recess, as well as the fact that the second half of 

the year did not involve as much government business as usual, as the general 

election campaign work was ramping up throughout this time. 

4.4 Thereafter, my working relationship with the Rt Hon Rishi Sunak MP as Chancellor 

!I ![SISIU iT&1iT1 -r .rr r• on  1W11 - III r _ r • lilFill 

public spending (led primarily by HMT) likely resulted in less open dialogue than was 

desirable with other government departments on those matters of policy involving 

F Il ILs isxiiistffJ 

Levelling Up agenda (not in relation to the pandemic), which I believe required a 

different kind of approach from HMT, but this didn't result in any significant changes at 

the time. As communication was sometimes limited with HMT, BETS was not always 

fully sighted on the entire rationale behind a particular policy. For example, BETS were 

the public face for the "Help to Grow" business education scheme and were 

promoting the policy, but we had very limited involvement in the formulation of the 

policy itself. Instead, we communicated with business leaders and acted almost as a 

conduit for concerns raised by business leaders, relaying them to HMT and No. 10 as 

appropriate. 

4.7 1 did not find that my role in the economic response to the pandemic was affected by 

the nature of my relationships with the Prime Minister and other Ministers. I found my 

relationship with the Prime Minister of the time to be collegiate. 

"JIs1I.1la 
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4.9 1 recall visiting the Devolved Administrations ("DA") multiple times, largely to discuss 

other projects such as the Climate Change Plan, but I personally did not have 

interactions with them relating specifically to the loan schemes. 

to demonstrate self-sufficiency and distinguish themselves from central government's 

actions, which introduced an element of complexity to our exchanges. This was much 

less evident in terms of my interactions with my counterparts in Wales and Northern 

Ireland. I do not believe this significantly impacted the work carried out in response to 

committees. For example, BEIS worked with the Department for Education on the 

skills agenda, attending relatively regular meetings. We found that working in groups 

of two or three departments could work quite well, especially when they were set up 

to achieve particular goals. However, I cannot now recall being part of any groups 

that were specifically set up to discuss and share analysis relating to the economic 

impact of the pandemic. Some of our efforts were part of the Covid conversation, 

such as the jobs taskforce which dealt with knock-on effects of the pandemic on 

employment, but it was not directed specifically at managing the effects of the virus. 

5.1 The Coronavirus Business Interruption Loan Scheme ("CBILS") was put to the public 

on 23 March 2020. The Coronavirus Large Business Interruption Loan Scheme 

("CLBILS") was put to the public on 3 April 2020. Both were therefore prior to my 

appointment as Secretary of State for BETS in January 2021. As referenced above in 

section three, I personally had no involvement in their design, implementation and 

delivery as these schemes were developed and introduced in 2020, within a short 

timeframe of approximately six weeks. 

5.2 Whilst in hindsight, my view is that some of these schemes may have had 

drawbacks, at the time of the schemes being put in place we were dealing with an 

unprecedented global event. There was no existing experience for delivering 

business support at the pace and scale required during a worldwide pandemic. 

I N0000655658_0006 



5.3 Given the pressure and the speed at which people had to act, I don't think the 

schemes achieved a poor outcome, and the government, in general, did well at 

supporting businesses in extremely challenging circumstances. Whatever one did, 

one had to do something, and it was clear that various sorts of financial support 

schemes were wholly necessary. There were some aspects of some schemes about 

which I held reservations, which I cover in the section on the Bounce Back Loan 

Scheme, but generally, in my view, the schemes did the job. 
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5.5 With hindsight I would say that, perhaps, at the start of the pandemic, we should have 

had a more detailed discussion with both HMT and other departments, led by the 

Prime Minister for the best way to go about this. However, at the time, I was a junior 

minister focussing on the energy sector and not privy to economic support 

discussions at that senior level. 
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5.8 The eligibility criteria for CBILS were proposed by HMT and I believe it was ultimately 

an HMT decision, in that businesses were required to self-certify that their business 

was adversely affected by the pandemic and would otherwise be a viable venture 

•. , .•1 Th1: j Ji mFThTEW11I• 

5.9 1 was not aware of concerns from sectors, like hospitality, that certain eligibility criteria 

under CBILS, such as the application of the "undertaking in difficulty" test, impacted 

the ability of high growth, successful businesses to access such loans. I have no 

was approximately between 4 March to the launch date (CWS, Part A, paragraph 

5.13). 

5.11 I understand that BETS officials stated that they did not recommend removing the 

effective risk management tool. It made sense to have a cap to limit exposure, and I 

agree that it was important to ensure that lenders bore some risk. 

5.13 Although the UK officially left the EU on 31 January 2020, it remained subject to the 

stages of the pandemic, restricting the Government's ability to provide direct funding 

or financial incentives to lenders and meant a cap was set on the level of 

government-backed loan schemes. The Government-backed guarantees would not 

constitute State aid under Article 107(1) if it was for a fixed amount and did not cover 

more than 80% of the outstanding loan or financial obligation (CWS, Part B, 

paragraphs 2.8, 2.9, 2.14, 2.17, and 2.25). 
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5.14 In my view, the state aid rules and their interpretation were not a constraint in 

designing the loan schemes. The schemes were applied largely to domestic services, 

so I don't believe they had that much of an impact. 

5.15 On 22 March 2020, Alex Chisholm, Permanent Secretary for the Cabinet Office, 

requested a Ministerial Direction from the Secretary of State and it was received on 

the same day. My understanding as to why it was sought was in relation to the 

outstanding legal risk in relation to EU state aid rules (CWS, Part B, paragraph 2.28). 

The concerns about the scheme were in relation to Article 107 of the TFEU, and the 

restrictions on government's ability to provide direct funding or financial incentives to 

lenders (CWS, Part B, paragraph 2.9). 

5.16 On 3 April 2020, personal guarantees for loans under £250,000 became prohibited. 

This was prompted by BEIS's observation of the behaviour of the five largest lenders 

in the market. The lenders appeared to have removed the requirement for personal 

guarantees due to market confusion as to where they were required which meant 

that, in some cases, businesses were not receiving loans they needed. The £250,000 

threshold was determined by HMT following reports from BEIS officials as to the 

market behaviour on the matter (CWS, Part B, paragraphs 2.63 and 2.66). Looking 

back, we could have been more stringent and allowed individuals to be more 

responsible, but given the pressure caused by the pandemic at the time, I can see 

why we wanted to be more generous. The urgency of the crisis meant that decisions 

had to be made quickly, and there was a natural presumption in favour of speed - at 

the time we were very keen as a government to get the money out of the door. 

5.17 In my view, the changes to the personal guarantee rules allowed the money to be 

dispersed more quickly and at greater risk, but that was inevitable. This was 

understood by those managing the issue, but it was done to support the economy as 

much as possible. 

5.18 A risk of CBILS and the loan schemes more generally was that those businesses that 

would not survive in any event would not be able to pay back monies borrowed to 

accredited lenders, who in turn would not be able to claim losses from the 

government under the Guarantee Agreements. However, as this was not part of my 

purview at the time, I cannot assist in explaining how the balance between supporting 

businesses quickly and the risk of businesses folding, despite receiving loans was 

assessed. 

Page 9 of 51 
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5.19 1 understand that CLBILS was designed to address the gap between businesses that 

were too large to be eligible for CBILS, but not large enough to access financing from 

the Bank of England's Covid Corporate Financing Facility — the so called "missing 

middle" (CWS, Part B, paragraph 3.31). I was not aware at the time of the need for a 

separate scheme like CLBILS to support the "missing middle" companies, and I do 

not believe I discussed the issue with the Secretary of State, the Rt Hon Lord Alok 

Sharma, at the time as I was concentrating on other matters such as the energy 

sector and Critical National Infrastructure. 
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of CLBILS in April 2020 (CWS, Part B, paragraph 3.22). 1 do not recall having sight of 

these documents at the time and do not believe I would have seen them as part of 

my role. 

5.21.3 Ranking CLBILS debt pari passu with other senior debt (with retainment of 

this status upon facility restructuring); and 

amongst other factors (CWS, Part B, paragraphs 3.55 to 3.73), {KK/007 

I NQ000564046}. 

launch, I don't think it would have been significantly different. There was a need for 

urgent action, and protecting the economy was paramount. Nobody had seen a 

shutdown of the entire economy before. The Government responded to that by 
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injecting as much liquidity into the system as possible, and anything preventing that 

injection would have, in my view, further negatively impacted the economy. 

5.23 1 consider the main reasons the uptake for CLBILS was lower than that of CBILS 

most of the businesses in the UK. Small and medium enterprises were 

disproportionately impacted by Covid-19. As such, they relied on CBILS loans to 

maintain cash flow. In contrast, CLBILS received fewer applications because there 

•o♦] tiII I1•l: . • and • • 

6.1 BBLS was introduced on 4 May 2020, prior to my appointment as Secretary of State 
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The maximum loan amount was £50,000. The government provided a 100% 

guarantee on these loans {KK/008 INQ000626554}. 
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6.3 With the benefit of hindsight, there is a concern in terms of safeguarding of public 

funds because of the self-certifying aspect of the BBLS. I believe that there was a 

risk that it did not provide maximum value for money, as I think that there were risks 

that the scheme was open to fraud and error. I believe BETS officials raised concerns 

about these risks with the Secretary of State and with HMT at the time. It also seems 

to me that the 100% guarantee provided under the scheme disincentivised 

businesses to behave responsibly and was a generally flawed concept. Again, I 

believe that BEIS officials raised these concerns at the time, and it was ultimately the 

Chancellor's decision to go ahead (CWS, Part B, paragraph 8.65). 

6.4 1 understand that HMT took the policy decision to introduce the BBLS, and the 

_ - •- • ♦•- I• ! • C ♦ - C.I. ♦- • •• 

the overarching terms of each scheme. HMT made a submission on the potential 

basis of the BBLS following confirmation of the priority for the scheme which was to 

ensure speed of delivery of finance {KK/009 INQ000563981}. The loan schemes of 

other countries, such as that of Switzerland and Germany, informed the formulation of 

the BBLS to some extent. This included that the loans would benefit from a 100% 
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was working at full capacity already delivering existing schemes. In the same 

submission, BETS Officials also raised that "Banks will still struggle to process loans 
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swiftly despite the streamlined scheme design". I was only generally aware of these 

concerns at the time, as they were discussed as part of ministerial meetings in the 

Department. However, my time was consumed with concerns regarding keeping 

Critical National Infrastructure up and running, and I do not have any clear 

recollection of these particular events. 
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Referral Scheme/BBB/Start Up Loan partners to operate the scheme (with new 

lighter touch accreditation scheme); and creating a direct model though a procured 

agent with a view to creating a one stop shopfront' for the new scheme that would be 

entirely within Government control (CWS, Part B, paragraphs 4.37 to 4.44). In my 

view, whilst there was some tension between the imperative to deliver finance at pace 

and concern around resulting risks, the economy had to be protected, and the 
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to agree a methodology with lenders to prevent duplicate applications ahead of the 

desired launch date, and that there were concerns on propriety around 

self-certification and vulnerability of the scheme to abuse (CWS, Part B, paragraph 

4.104), {KK/012 INQ000564005}. The acting permanent secretary responded on 3 

May 2020 stating these issues had been considered but in the unprecedented 

scenario, the scheme was still essential {KK/013 INQ000564006}. I was not aware of 

this at the time as it was outside of my remit. BBB were right to raise their concerns, 

however, I was of the understanding that BEIS officials had already considered these 

issues and balanced them against the economic harms in raising barriers to lending 

and had appraised ministers who then were responsible for the political decision 

making. 
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6.10 1 understand from documents shown to me that by 11 June 2020 there were 1.2 

million records in the duplicate search facility from 15 lenders (CWS, Part B, 

paragraphs 6.48 to 6.49). When the pandemic struck, BEIS had a small internal 

counter-fraud team of two full-time staff, which then grew to nine members of staff 

(CWS, Part B, paragraph 2.34). 
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work, on behalf of Ministers, in relation to the operation of the loan schemes. BEIS 

worked closely with BBB on counter fraud measures, relying heavily on their 

capability to manage the BBLS anti-fraud programme with lenders {KK/021 

INQ000564062}. The self-certifying design of BBLS, with the objective of distributing 

finance within 24-48 hours, represented a significant shift in the Department's fraud 

risk and exposure, and reflected the extraordinary circumstances of the Covid-19 

crisis in attempting to provide finance to businesses unable to benefit from CBILS 

(CWS, Part B, paragraph 6.40). 

6.13 In June 2020 and throughout the pandemic. BEIS officials were involved in supporting 

the detection of fraud in BBLS {KK/022 INQ000564095}. The team provided policy 

advice and oversight of the counter fraud work, on behalf of Ministers, in relation to 

the operation of the loan schemes. In addition to this work, BEIS established close 

links with the Cabinet Office Counter Fraud team to monitor indications of fraud. 

Between May and July 2020, they were alerted to 2,000 suspicious activity reports 

(SARs) relating to Covid-19 business loan schemes, this was rising as a proportion of 

total national reports (from 2% in May to 8% in June) {KK/023 INQ000564114}. As I 

was not personally involved in the design, implementation and delivery of BBLS I did 

not raise any concerns about the timing of the BBLS announcement to HMT. 

6.14 In hindsight, I agree that earlier integration of the Government Counter Fraud 

Function's Centre of Expertise's recommendations could have led to a more robust 

fraud control framework for the BBLS. However, when considering past events and 

applying the lessons learned during the pandemic to future events, there is a need to 

be flexible, as every situation is different and future crises will likely present different 

challenges. 

6.15 Looking back, had I been involved in the discussions on design of the BBLS I 

probably would have encouraged HMT not to include the 100% guarantee in the 

BBLS and not to include the feature of self-certification for a loan under the scheme. 

However, this may have made the scheme less effective due to potential reluctance 

of lenders to provide loans without the 100% guarantee and increased delays in 

loans being approved and ultimately the decision would have been one for the 

Chancellor. 
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7. Future Fund 

7.1 The Future Fund was introduced on 20 April 2020, prior to my appointment as 

Secretary of State for BEIS, and closed to new applicants on 31 January 2021. 1 

personally had no involvement in its design. 

7.2 I did not provide advice to the Secretary of State in relation to the design, 

implementation and delivery of the scheme. I understood the reasoning for the 

implementation of the system was to support businesses that were pre-profit, which 

considered key policy objectives such as demonstrating that the venture capital could 

continue to function through the challenging conditions caused by Covid-19 (CWS, 

Part B, paragraph 5.2). 

7.3 I believe the scheme achieved its aims, and as mentioned before, there was a clear 

priority on supporting businesses quickly, which it did. In hindsight, I think the scheme 

was unusually constructed, and that it was odd for the government to take equity risk 

with the potential to own equity stakes in various business, but this was outside of my 

time as Secretary of State, and it was not my focus at the time. In terms of the 

schemes, I think there were likely to have been some gaps in support provided, in 

that HMT took a view that they were not going to take a sector-by-sector approach to 

the provision of support even in circumstances where some sectors were 

disproportionately affected by the pandemic. However, I understand why such an 

approach was not taken and instead a whole economy approach was decided upon. 

If we had gone down the route of differentiating support by sector, valuable time 

would have been lost in trying to define what criteria defined a particular sector. As I 

recall, there were sectors that objected to the lack of differentiation in the response, 

such as hospitality and aviation (amongst others). BBB played a lead role in the 

design of the Future Fund and worked in close collaboration with HMT and BEIS. 

However, as set out earlier in the statement, I did not have any personal involvement 

in the design of the Future Fund. 

7.4 The Future Fund was designed to meet the specific needs of Research and 

Development intensive businesses, at the time, by providing convertible loans 

ranging from £125,000 to £5 million to UK-based companies that could show they 

had raised a minimum of £250,000 in equity investment, as long as the Future Fund's 

investment was at least matched by private investors. 

7.5 As referenced in CWS, on 26 March 2020, Mark Walport of UK Research & 

Innovation emailed BEIS stating there was a gap in support for R&D intensive 
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assist with short-term cash flow, they did not address the concern that early-stage 

small and medium enterprises would face difficulties securing follow-on equity funding 

in the current climate. The paper also considered whether additional funding from 

HMT was necessary for innovative businesses, or if the required resources could be 

sourced from within BEIS (CWS, Part B, paragraph 5.8), {KK/024 INQ000563923}. 

involvement, I was not aware of this issue at the time, nor was I not involved with any 

discussions about the press notice prior to it being issued. 

7.8 In my view, it would have been preferable for there to have been consultation with 

BETS before such an announcement was made, but this was likely the product of 

everyone having to work at such pace, and ultimately the decision to issue the press 

notice lay with HMT. 

7.9 In late April 2020, the Secretary of State was informed that, subject to Board 
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and cash management. I cannot comment as to whether using PwC to deliver the 

Future Fund was an effective choice, as this work was not part of my portfolio at the 

time. 

7.11 Given that I had no involvement in the development of Future Fund, I am not in a 

position to provide a view as to whether there was enough time to thoroughly assess 

whether the scheme would achieve value for money prior to its launch. 

7.12 1 understand from the CWS that on 12 May 2020, BETS sent papers to the Industrial 
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7.13 1 understand that on 18 May 2020, BBB sent a reservation notice setting out their 

various concerns with the Future Fund: 

"The overriding fact is that the value for money outcome from this scheme is highly 

uncertain. Based on the industry experience around the Board table, the central 

scenario upon which our value for money assessment has been based yields a 

negative Benefit Cost Ratio (BCR). That view was driven by concerns that the best 

companies will not use this funding route, as investors will fund those companies 

without HMG support. This will result in HMG investment going to the second tier 

of companies, which will likely result in higher associated loss rates... 

that raise concerns, although they would not, by themselves, trigger this course of 

action. However, for completeness, I set them out below. 

On the matter of propriety, the difficulty arises in reconciling the Chancellor's 

announcement of a fixed budget (an initial £250m allocation) with a rules-based 

scheme. The Future Fund will not be making individual assessments of investment 

viability and there is no other mechanism for managing to the specified quantum of 

funding within the announced timeframe. Whilst I note the recognition of this issue 

in your instruction and your assurances that additional allocation decisions will be 

G • 
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made promptly, it remains the case that with an application period open until the 

end of September there is a high risk that delivery will need to be halted before the 

end date, with reputational and market consequences, if further budget cover 

cannot be provided in advance [...] On the interaction with the Bank's overarching 

objectives, the scheme arguably runs counter to both the Bank's objectives on 

regionality, as recipients are more likely to be based in London and the South 

East, and on operating within a robust risk management framework." {KK/033 

7.14 In terms of the scheme's value for money, as I mentioned above, the idea of having 

equity ownership is complex when considering such metrics, and I cannot comment 

extensively on the matter. I understand that the concerns about value for money were 

responded to by BEIS and the Secretary of State for BETS at the time, and that the 

CWS identifies multiple lessons learned on the topic (CWS, Part B, paragraphs 10.24 

to 10.36), {KK/034 INQ000564033}. As has been discussed above, I see it as 

somewhat of a departure from what the government had done before, and unusual to 

created largely by HMT. 

. . .• I • . • I. • • 

philosophical divide in how to approach continued support for individual sectors. As a 

result of the nature of lockdown, some sectors (e.g. aviation and hospitality) were 

much more exposed to lockdown repercussions, and there was an argument that 

those sectors should receive more help than less impacted sectors. As previously 

mentioned, HMT took the approach of treating all sectors in the same manner, 

because of the complexities of making decisions about how to differentiate between 

sectors and the criteria by which different types of businesses within a particular 

sector would receive support. HMT were right to take this approach, as in my view, 

treating individual sectors wholly differently would have raised more questions than 

answers and would have been extremely difficult to implement and deliver, 

particularly at the pace which was required. 
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8.4 1 was not asked to provide input on whether these schemes should continue. I 

understand from documents shown to me that the third and final extension happened 

in December 2020, with forbearance matters and the introduction of the Recovery 

Loan Scheme considered in later stages (CWS, Part B, paragraph 7.74). 

_______________-_ 

going forward {KK/035 INQ000585682}. The three Covid-19 loan schemes and 

Future Fund were later extended until 31 January 2021, in turn delaying the need for 

a further government-backed loan scheme until after that date (CWS, Part B, 

paragraph 8.23). 1 believe that the timing of the closure of the CBILS, CLBILS and 

BBLS was appropriate given the economic conditions at the time. The schemes 

adopted a broad-brush approach and as the pandemic progressed over time one 

could see specific sectors were affected more than others. Once restrictions started 

to ease, the focus needed to shift toward recovery and supporting the return to 

business as usual. 

8.6 1 understand one of the key factors considered in relation to the closure/extension of 

each of the schemes centred around the drain on the public purse, which was a 

common concern. For example, within BETS, we had regular discussions on energy 

costs to UK consumers. I understand that HMT did not want to intervene in helping 

on energy bills for reasons of saving public expenditure, and similar logic may have 

applied to the extension of these schemes. 

8.7 1 had some interaction in forbearance matters, concerning amendment of Pay as You 
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take delivery of the assets in question (e.g., machinery and equipment) until the New 

Year."(CWS, Part B, paragraph 7.93). 

8.8 A steer was sought from me in relation to the policy objectives of the Recovery Loan 

• r • •, ._ ♦ [ 1 ' X00 .~ ~' 

option. The submission recommended that I approve a "two-phase" scheme. 

8.9 A steer was also sought on subsidy control as to whether we would stay in-step with 

EU State Aid rules, with consideration of the fact that Northern Ireland still adhered to 

create some significant challenges. The challenges I foresaw concerned the wider 

issue of EU exit, as well as general border issues. For example, much of the grid 

#d I .i/ '` • i' • `1m 1`d 1 "l 1` ♦ •'.1 I 

result, I believe there was a strong reason to handle Northern Ireland and Great 

Britain separately. 

8.12 The proposed terms for the scheme at this stage differed importantly from CBILS in 

that: 

♦. • . - . 111 . . • 

8.12.3 There would be no turnover limit; 
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8.12.5 Technical changes would be made to the 80% guarantee coverage to make 

the product useful for invoice finance; and 

8.12.6 No interest cap, though BEIS considered most loans would be well below the 

CBILS 14.99% cap. 

8.13 I understand that BETS, HMT, BBB and UK Government Investments were consulted 

in the early design of the Recovery Loan Scheme amongst others (CWS, Part B, 

paragraphs 8.10 and 8.20). In December, IDAB also sent their responses in 

consultation of the scheme, stating "given the current circumstances that something 

needs to be done. A continuation of CBILS and progressing along these lines is 

probably a sensible approach" (CWS, Part B, paragraph 8.38), {KK/041 

INQ000564169}. Additionally, on 18 February 2021, BEIS sent the business case to 

the Projects and Investments Committee ahead of the meeting of Projects and 

Investments Committee, BEIS, and BBB officials on 23 February 2021, which the 

Projects and Investments Committee approved on 25 February 2021 making note of 

the need for ongoing risk management around fraud, as well as high quality 

monitoring, to address any future concerns (CWS, Part B, paragraph 8.66). Further 

consultation was done with lenders, as noted in the submission dated 2 March 2021 

(CWS, Part B, paragraph 8.74). I was asked to approve the final scheme design, 

which was in line with steers I had previously given on objectives and subsidy control, 

on 16 March 2021 {KK/042 INQ000564206}. I believed the consultation was 

adequate, as we were engaged, submissions were proffered, my feedback, as 

Secretary of State, was asked for — the mechanisms of government were working. 

8.14 My understanding about the decision not to provide sub £25,000 lending was that 

due to higher risk in lending to smaller businesses as borrower viability was difficult to 

assess accurately without incurring disproportionate costs and that lenders faced 

higher compliance costs at this loan size due to interactions with the Consumer 

Credit Act (the Consumer Credit Act provides protection to sole traders and small 

partnerships (but not companies) for business lending transactions of under £25,000) 

(CWS, Part B, paragraph 8.49). This was later supported by the Chancellor as he 

wished to avoid a "repeat of April 2020, when partial provision (at this end of the 

market) under CBILS in the face of a massive liquidity shock created significant 

political pressure for a more radical measure (resulting in the introduction of BBLS)." 

(CWS, Part B, paragraph 8.54). Ultimately loans of below £25,000 were not included 

in the final business case presented to the Projects and Investments Committee on 

23 February 2021. I do not recall it being an issue raised with me at the time. 
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8.15 On 3 May 2022, 1 responded to a submission on extension of the Recovery Loan 

Scheme which noted that at the time, the Chancellor was not minded to extend the 

1 viii : i~~ iii! : .•- - -r 

sector in managing high energy bills, and I recall being of the view that specific, 

targeted schemes to address high energy prices would likely be the most effective 

approach. Broadly, the problems we faced were dynamic, and it was unclear to me 

••• • .•• i. .• - i i i • • i 

8.17 1 wanted to question what we could do to help the sectors that had been more 

affected, like the hospitality sector. Hospitality is loosely defined, but in 2022 we had 

more time than in the beginning of the crisis to consider that. I did not disagree with 

providing support, but I wanted to raise the need for targeted support for sectors that 

really needed it, and for the particular financial struggles with which UK businesses 

needed help. 

these sectors, rather than a generalised approach to monthly support. These 

industries were disproportionately affected by the lockdown measures, particularly the 

second national lockdown in November 2020. In 2021, there was considerable 

debate around the possibility of a further lockdown, which ultimately did not happen. 

During 2020, particularly in the latter part of the year when the second lockdown took 

effect, affected sectors advocated for a measured easing of restrictions and called for 

the extension of Business Rates Relief, as well as support with commercial rent 

obligations. Their concerns were largely centred on taxation and rental costs, with 

business rates being a particular point of pressure, in the context of an inability to 

make income due to the government restrictions whilst costs continued to be 

incurred. 
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8.19 Laurence Pawley (Deputy Director, Small and Medium Enterprise Business Finance) 

sent a note providing further information to me on 5 May 2022 {KK/046 

INQ000585816} {KK/047 INQ000585817}. The note set out his responses to the 

feedback on the successor scheme from the Chancellor and the Economic Secretary 

to the Treasury, and stated that Chancellor wished to explore options for enabling a 

Recovery Loan Scheme extension without making any additional funding available 

upfront, meaning BETS would need to fund it as far as possible within its 2021 

spending review entitlement. 

not necessarily be available to be reinvested in an alternative scheme which more 

closely targets the cost of doing business, so agrees that this is the best option given 

the circumstances." {KK/048 INQ000564265}. 

8.21 On 15 June 2022, BEIS officials and BBB were made aware that the Projects and 

8.22 Given the lack of approval from the Projects and Investments Committee, BBB 
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8.23 In the meantime, the strategic case for the Recovery Loan Scheme was amended 
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Projects and Investments Committee members, they were ultimately satisfied with the 

business case and passed on their approval to the scheme on 7 July 2022. 

• rag . • i • • 1 111 •' • 

8.25 In my view, the scheme did achieve its aims of supporting UK businesses and the 

wider economy. The fraud concerns were important, but it was also important to 
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within Government. BETS was also jointly responsible, with HMT, for ensuring the 

schemes were delivered as per the ministerial directions and other political 

instructions provided by ministers, with responsibility for the operational side (e.g. 

direct interface with lenders) delegated to BBB {KK/054 INQ000564090}. Similarly, 

the BEIS Accounting Officer (in practice, the Permanent Secretary) was ultimately 

responsible for managing the fraud risk of BBLS, as well as the other Covid-19 
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staff advising the Department on counter fraud matters and delivering relevant 
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training. The work of these officials was largely focused on preventative measures to 

mitigate fraud risk to government grants and related schemes, and other areas of 

counter fraud incidental to the Department's work. This level of resource reflects the 

relatively low level of fraud risk and exposure across the Department as well as the 

reality that, prior to the pandemic, BEIS was primarily a department focused on policy 

rather than delivery and was certainly not in the practice of delivering large business 

support schemes in the way that was necessitated during the pandemic. Prior to 

BBLS, partner organisations handled fraud-prone financial activity, in turn relying on 

delivery partners (such as bank and non-bank lenders) to apply credit and 

affordability checks, and anti-money laundering measures. 

9.4 In terms of scheme design and delivery of loans, speed was the clear priority over 

assurance, leading to significant levels of fraud and irregular payments. The 

necessity for speed of disbursement was the root of most of the deficiencies of the 

schemes, particularly in relation to the vulnerability to fraud. In prioritising speed, it 

meant that lenders consequently did not have enough time to undertake in-depth 

checks, including in relation to duplicate applications or business turnover. I 

understand that while the lack of time for lenders to complete checks was raised on 

several occasions, the Chancellor did not want to compromise on the turnaround time 

given the urgency of getting finance to small businesses quickly and simply. It was 

vital that support was provided to business as a matter of urgency, and in my view, it 

was right that decisions were made for the schemes to be delivered at pace in the 

knowledge that this prioritisation would lead to increased risks of fraud and error. 

Further reflections and examples of how the department has considered and 

implemented lessons learned in relation to this balance are set out at section 16 of 

this statement. 

9.5 The principal sources of data used by BEIS to monitor and analyse the effects of 

shocks to businesses, the economic outlook, and the impact of potential government 

policy on the economy are addressed in detail in the CWS, as well as how BEIS 

improved their usual processes to obtain specific and relevant data during the 

pandemic (CWS, Part B, Section 9). 

of uncertainty during the pandemic. Undertaking analysis at a time when it was not 

known how long restrictions would be in place or change, how the virus would evolve 

or what the longer-term economic impacts would be was challenging. This was an 

unprecedented situation, and therefore it was difficult to predict how businesses and 
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consumers would react to the restrictions. The analysis and modelling work had to 

data that was up to date. 

BBB, highlighted the importance of accessing real-time data. It stated that decisions 

had been made without comprehensive information on the financial health of firms 

9.8 More generally, the Business Growth Deputy Director, in conjunction with the 

9.9 The scale of the support provided to businesses was significant and it was delivered 

Department) provided very extensive financial support to a substantial number of 

businesses. As set out in the Ipsos Report, which will be provided to the Inquiry 

lending facilities were provided. The total costs of the loan schemes will 

depend on default rates in the long run; 

9.10.2 1,190 businesses received convertible loans through the Future Fund. A total 

of £1.14 billion of funding was provided. Due to the nature of the target group 
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(i.e. firms dependent on equity funding) it is difficult to assess how far the 

intended group was reached. The cost of the Future Fund will depend on the 

default rates on convertible loans and also the price at which the 

Government disposes of the equity stakes that were acquired; and 

9.10.3 From BBB's performance data, as at 31 March 2024, businesses had drawn 

20,078 facilities, totalling £4.33 billion, through the Recovery Loan Scheme. 

9.11 The initial business support interventions were developed under considerable 

uncertainties as to the economic consequences of the pandemic. Prioritising speed 

involved trade-offs and influenced the design of the schemes, and political decisions 

were made to accept various risks to value for money. Consequentially, it is my view 

that these schemes provided adequate and timely support to the businesses they 

were intended to help. 

9.12 The BETS Diversity and Inclusion team began working on an analysis of adherence to 

the Public Sector Equality Duty during April and May 2020. The resulting Public 

Sector Equality Duty analysis of the three Covid-19 loan schemes, undertaken in 

accordance with BEIS' obligations under section 149 of the Equality Act 2010 is 

dated 18 June 2020 {KK/055 IN0000564059}. 

9.13 The Public Sector Equality Duty analysis considered the impacts of the loans 

schemes on groups and individuals with protected characteristics and concluded 

there was "no reason to think that there would be direct discrimination as a result of 

schemes designed to be open to the whole market." 

9.14 In relation to direct and indirect discrimination, the analysis highlighted that there 

were considerable gaps in the evidence base making it difficult to conduct a full 

assessment of the issues. Whilst there was a risk of increasing some existing 

inequalities, there was also potential for advancing equality and the benefits that 

arose from providing liquidity to businesses during Covid-19 crisis and therefore 

outweighing the potential negative impacts. BEIS developed a monitoring and 

evaluation plan, which was peer reviewed by a BETS internal analysts evaluation 

group. Although no changes were made to the schemes as a result of the plan, it was 

the basis for the invitation to tender for the BBB three-year evaluation, discussed in 

the CWS, which included analysis on the equality impacts of the Covid-19 loan 

schemes (CWS, Part B, paragraphs 7.97 to 7.110). 
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10.1 Given that BETS was not directly involved in the policy development or delivery of 

communicated those issues to HMT and No. 10, but had little decision-making power 

of their own on the matter. I do not recall participating face-to face meetings with the 

Chancellor on the matter. 

10.2 Despite this, BETS regularly advocated effectively for the needs of key sectors, 

including retail and hospitality during the design phase. I found it helped, in that 

people wanted to feel like they were being engaged with and spoken to. This was 

particularly clear when the Government were taking the decision not to discriminate 

between the different sectors as discussed above. 
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form of grants. HMT had identified the Department as having relevant experience in 

existing grant infrastructure such as the Flood Recovery Framework which the 

Department had experience in delivering (CWS, Part C, Section 2). 

11.2 The Cohort 1 schemes, the Small Business Grant Fund ("SBGF") and the Retail 

Hospitality and Leisure Grant Fund ("RHLGF") were launched during the first national 

lockdown in March 2020. I did not have any personal involvement in the design, 

implementation or delivery of these schemes. On 17 May 2021 I was asked to 

approve a proposal to engage with Indesser to carry out debt recover activity on the 

Department's behalf in relation to money distributed under grant schemes in error, 
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11.3 1 understand from the CWS that due to the need for confidentially prior to budget 
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and engagement. 

business, it was agreed that the Department would take action to engage with local 

authorities and business: 

11.4.1 The Secretary of State held discussions with representatives of the Local 

Government Association on 11 March 2020, to consult on the best way to 

11.4.2 The Secretary of State asked that roundtable discussions be set up with 
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11.4.4 A direct contact within the Department was established to whom BROs could 

direct queries related to Covid-19 {KK/063 INO000543069}. The Secretary of 
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11.4.7 The Covid-19 Business and Economy Communications and Engagement 

paper asked the Permanent Secretary and Special Advisers to note that the 

communication and engagement plan detailed in Annex A was not funded 
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11.5 1 understand that BETS only became aware of the RHLGF when it was announced on 

17 March 2020.The Department was not consulted in advance and BETS did not have 

any influence over the Chancellor's announcement. Following its announcement, 

there was consultation between the Department and HMT including officials from the 

Department raising concerns about the complexity of the scheme (CWS, Part C, 

Section 3). In my view, it would have been desirable for BETS to have been involved 

in discussions prior to the announcement, especially where they interacted with 

stakeholders. 

Local Authority Discretionary Grant Fund 

11.6 1 had no personal involvement in the design of the Local Authority Discretionary Grant 

Fund ("LADGF"). I have no knowledge of the factors considered in its design and 

what other models were considered. 

11.7 1 understand from the CWS, Part C §4, that the LADGF was introduced in April 2020 

to address concerns which had been raised by business representatives and regional 

authorities that small businesses that did not pay business rates were ineligible for 

support under the SBGF and RHLGF (for example, B&Bs, business operated from 

homes, market traders, or those working in serviced offices). A proposal was made 

that The LADGF empowered regional partners to identify and support smaller 

businesses who might not have been able to access any Government support at that 

time.1

11.8 On 1 May 2020, a ministerial direction was issued in relation to the LADGF. My 

understanding from the CWS, is that on 1 May 2020, the acting Permanent Secretary 

wrote to the Secretary of State seeking a ministerial direction in relation to the 

LADGF on the basis that it was not possible to demonstrate that the scheme 

represented value for value for money to the standards required by Managing Public 

Money' (CWS, Part C, paragraphs 4.27 to 4.31), {KK/069 INQ000543193} {KK/070 

INQ000543191}. The acting Permanent Secretary highlighted the risks about the 

feasibility of the scheme given the need for local authorities to administer a new 

scheme during the pandemic, the pace needed to support businesses, and the need 

for local authorities to establish rules to exercise their discretion. It was also raised 

that there were risks in relation to regularity and propriety which depended on the 

eventual level of fraud, error, and non-compliance with State aid rules, which could 

G 
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not be reliably estimated in advance. It was noted that whilst local authorities were 

expected to take all reasonable and practicable steps to avoid this, if there were 

material levels of fraud, error, and State aid non-compliance, then this would likely be 

deemed irregular in terms of spending authority. 

11.9 As the acting Permanent Secretary noted, there were wider economic and social 

reasons for introducing the LADGF which the Secretary of State could consider, but 

which she could not. The Secretary of State issued a ministerial direction the same 

day agreeing that there was strong policy rationale for the LADGF, indicating that the 

Chancellor (via his officials) had given approval to proceed, and directing the acting 

Permanent Secretary, as Accounting Officer, to take the scheme forward with 

immediate effect {KK/071 INQ000543192}. 

assurance activities. If local authorities detected large-scale, organised or 

cross-boundary detected fraud, or suspected fraud, they had to report it in real time. It 

was also recommended that local authorities report it simultaneously through the 

National Anti-Fraud Network, the National Investigation Service and the National 

11.11.1 Pre- and post-payment checks; 

This involved local authorities confirming whether an eligible business was 
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fraud in these schemes {KK/072 INQ000543767}. 
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11.11.2 Post-event assurance action plan; 

These were required by the Cabinet Office, detailing the types of activity the 

Department planned to undertake to provide assurance on the propriety of 

payments {KK/073 INQ000543252} {KK/074 INQ000543254}. The 

Department's first draft post-event assurance action plan was circulated by 

the BETS finance team to CLGU on 1 June 2020, covering the Covid-19 

grant and loan schemes and prioritised the Department's "...highest risk 

[being the Cohort I schemes], highest value grant and guaranteed loan 

schemes...". Local authorities were also required to create their own 

post-event assurance action plan. 

11.11.3 Assurance reporting; 

Local authorities were initially required to report monthly to BEIS with an update on 

assurance activities undertaken and their fraud risk assessment {KK/075 

INQ000543260}. This reporting requirement was removed in April 2021 to 

allow local authorities to concentrate their resources on paying grants to 

As above, if local authorities identified successful cases of fraud, it had to be 

Anti-Fraud Network was responsible for referring the matter to National 

Investigation Service for investigation. 

11.11.4 Engagement with other stakeholders; 

11.11.5 BEIS worked with other departments/agencies to support local authorities in 

preventing and detecting irregular payments. The agencies included the 

National Anti-Fraud Network, National Investigation Service, National Fraud 

Initiative, City of London Police, and domestic banks. 

11.12 I understand that the closure of the Cohort 1 schemes was initially proposed to the 

actions at a local level to ensure as much of the grant funding was distributed to 
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businesses as possible, but they had also expressed that they were close to 

exhausting all possibilities and that extra measures were resulting in diminishing 

returns. 
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11.14 The Chancellor's private office responded to the Secretary of State on 16 June 

• -• . l -- • . - • - -• X111 • 9 

11.15 Following that suggestion by the Chancellor, Departmental officials provided their 

views in writing on 1 July 2020 in which they suggested that an earlier closure of the 

funds would provide clarity on "the level of underspend and also help to create a clear 

break between the existing grant schemes and support for lockdown places" {KK/078 

I NQ000543266}. 

11.17 The CWS describes the closure of the Cohort 1 schemes in further detail (CWS, 

Iii 

11.18 The local lockdowns that were introduced in June 2020 created new challenges as 

businesses had often exhausted their financial reserves during the national lockdown. 

Businesses were aware that they could re-open after the end of the national 

lockdown and had therefore invested in making their premises Covid-19 secure and 

would have had other re-opening costs. There was a concern that a local lockdown 

without further support being implemented may in effect nullify all the efforts 

previously made by the government to keep businesses going. 
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was that this package would form a blueprint for future support provided to areas 

similarly placed under lockdown restrictions. A letter from the Secretary of State to 

the Chancellor set out his proposal for the Leicester area to "continue to close the 

existing schemes and agree a new, separate allocation of emergency business 

support funding. This would provide a flat-rate payment of £1,000 per week per 

eligible business, to a maximum payment per business of £5,000..." {KK/081 

INQ000543277}. Such a support package was not ultimately approved and instead 

HMT provided a lump sum of £3 million to Leicester City Council, and Oadby and 

Wigston Borough Council. 

be commensurate with the loss of trade businesses would have seen and would 
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11.21 The Chancellor's Assistant Private Secretary responded on 22 July 2020. She stated 

that ". ..the CX has already considered precisely these type of options [. ..] and does 

not wish to pursue them [. . .] CX also disagrees with the methodology you have set 

out [. ..] And the CX has been clear that the £3m will be funding [sic] by DHSC" 

{KK/082 I NQ000543286}. 
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approved by HMT and a different version of the scheme was ultimately delivered by 

DHSC, the Department's preparatory work during summer 2020 informed the 

development and structure of the Cohort 2 grant schemes. The following common 

features illustrate this: 

1.1.7 Targeted funding for areas with Tier or local restrictions; 

1.1.8 A focus on mitigating costs and burdens to businesses impacted by local 

lockdown restrictions; 

1.1.11 Checks to reduce fraud/error to be undertaken by local authorities. 
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11.23 As the work on the support package for the Leicester area took place prior to my 

appointment as Secretary of State for BEIS in January 2021, 1 personally had no 

involvement in its development or implementation, and I am unable to provide any 

support businesses affected by restrictions under the Tiers system and the second 

and third sets of national restrictions. It is clear that as the epidemiological landscape 

and non-pharmaceutical interventions became more complex, so in turn did the 

Cohort 2 schemes in response to the changing landscape of restrictions, and I am 

unable to comment on what challenges were raised at the time. 

11.26 There were also no concerns raised with me personally about the ambiguity or 

vagueness in the eligibility criteria or guidance for these schemes. However, I 

understand that the Department has acknowledged in the CWS that significant 

complexity was created in the Cohort 2 schemes which led to a web of grant support 

and that sometimes resulted in terms that were too vague and ambiguous (CWS, 

Part C, paragraph 7.3). The CWS further recognises that there must be greater 

emphasis in the future on keeping the design of grant support schemes simple, 

thereby aiding interpretation of the schemes and the speed and consistency of 

implementation (CWS, Part C, paragraph 17.22). 

11.27 As I was not involved or consulted on the development of guidance for the Cohort 2 

schemes, I am unable to comment on whether the schemes were accessible and 

• f • * 11i [SI II Ills - •f -i 

understand that the CWS recognises that a number of legitimate concerns have been 

raised by local authorities about the extensive guidance on the grant schemes. 

Officials worked incredibly hard to develop guidance and update it to reflect the 

changing elements of the schemes. Likewise, officials engaged regularly with local 

authorities to gather their feedback. 

11.28 It was right to issue early guidance and to update and improve it in response to 

issues raised, but at times the guidance was insufficiently clear for local authorities 

and businesses. Whilst this did not impact levels of uptake, it led to an over-iteration 

of updating guidance and may have resulted in higher levels of irregular payments. In 

some cases, updated guidance resulted in the reversal of earlier decisions impacting 
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businesses. There were often delays in issuing guidance, due to the complexity of 

scheme design and the fact the schemes were constantly evolving. This led to 

uncertainty for businesses in trying to understand the support that might be available 

to them. In addition, the naming of the schemes sometimes caused confusion for 

local authorities, for example there were several iterations of the Local Restrictions 

Support Grant ('LRSG"), and more distinction here would have been a relatively 

simple way to improve clarity (CWS, Part C, paragraph 17.21). 

11.29 The first of the Cohort 2 grant schemes to close was the Christmas Support Payment. 

As stated in the first iteration of the Christmas Support Payment Guidance published 

on 9 December 2020, this scheme was initially set up with a final application date of 

31 January 2021 {KK/083 INQ000543550}. Final payments were to be made to 

businesses by 28 February 2021 at the latest. However, these dates were extended 

to 28 February 2021 and 31 March 2021 respectively {KK/084 INQ000543683}. 
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introducing a new grant would reduce the complexity of the schemes and the 

administrative burden on local authorities. This aligned with the principles outlined in 

a document prepared in consultation with HMT (and signed off by the Chancellor), 

being the `Local Authority Business Grants: Key principles for future grant schemes'. 

This document was annexed to the 3 March 2021 submission. It set out five key 

principles to streamline the existing grant schemes to ensure local authorities had 

11.31.1 Eligibility criteria ought to be clear and simple in order to reduce the 

complexity in eligibility where possible, and provide simple, clear, and 
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coherent guidance on which businesses were eligible to apply for which 

grants; 

11.31.2 Closure dates needed to be set for the existing grant schemes to reduce the 

number of schemes and overall complexity; 

11.31.3 A move to consistent monthly payment cycles to ease the burdens on local 

authorities; 

local authorities; and 

11.31.5 Advance notice of new grant schemes to local authorities to develop 
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11.33 1 recall general discussions around whether the Cohort 2 schemes should be 

should be directed toward specific sectors, such as hospitality, but I do not now recall 

the specific details of those conversations. 

• i . . 
• •' - '••- -• • f.. - 

• 

11.35 The Omicron Hospitality and Leisure Grant was established in response to the rapid 

spread of the Omicron variant in late autumn 2021 with the aim of getting money to 
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businesses that were being impacted by the rise of the variant as quickly as possible. 

It provided a one-off cash grant to hospitality, leisure, and accommodation 

businesses which operated within the business rates system. Businesses could 

receive up to £6,000, depending on the rateable value of the business premises. 

experience of the cohorts one and two schemes, in particular in relation to the 

identification of irregular payments and the reconciliation process following scheme 

closure, as well as engagement with local authorities and businesses. For example, 

in Cohort 3 there was a requirement that local authorities establish an application 

process for businesses that had not previously received funding under a Covid-19 

grant scheme. Whilst Department Ministers had previously prioritised speed of 

delivery, it was now clear that applications (and pre- and post-payment due diligence 

checks using Spotlight) were required to mitigate the risk of irregular payments. The 

schemes were also designed to be more finely targeted to the specific sectors most 

impacted by restrictions. I provide further reflections on ways in which lessons 

learned from the Cohort 1 and two schemes informed the design, implementation and 

delivery of the Cohort 3 schemes in section 12 of this statement. 

11.37 As stated in the first iteration of the guidance published for the Restart Grant on 17 

March 2021, the application closing date for the Restart Grant was 30 June 2021 and 

final payments were to be made to businesses by 31 July 2021 {KK/089 

INQ000543707}. This closing date was chosen because it fell shortly after the final 
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assist businesses experiencing cashflow issues as a result of the pandemic and the 
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urgency and limited information available during the crisis. A deliberate decision was 

made to prioritise speed of delivery, which meant that the design and assurance 

measures for the schemes were compromised in the early stages. I understand that 

the Cohort 1 schemes were targeted at a limited range of businesses to ensure the 

schemes were simple to administrate and were delivered as quickly as possible. 

These decisions were taken in the knowledge that some businesses may be over or 

undercompensated as a result. The concern was that the introduction of financial 

needs tests in these early stages would have placed an undue administrative burden 

on local authorities when they were already stretched in their response to the 

f- f f f f- f • • •f . • 

and BETS ministers in proceeding with the development of the grant schemes with a 

prioritisation on speed of delivery was that they represented uncertain value for 

money. It may have been possible to deliver the grant schemes on a more 

cost-effective basis, however, at the time the mechanisms for doing so were limited 

by a lack of preparedness and the limited infrastructure among local authorities to 

deliver the schemes at the required pace and scale. Building in more targeting into 

the initial scheme design may have led to lower costs overall, but the administrative 

burden would have negatively impacted the speed of delivery. Making the grants less 

generous would also have reduced the overall cost of the schemes, but this approach 

may also have proved counterproductive by leading to higher rates of business failure 

and potentially greater losses in the long run. 

directly resulting from the prioritisation of a rapid pace of delivery included insufficient 

data, changing guidance, risk of error, non-compliance, and fraud. In addition to these 

shortcomings, the prioritisation of speed amplified existing areas of vulnerability such 

as the Department's nascent counter fraud function. I understand that often funds had 

been distributed before the Department could learn about indicators and opportunities 

for fraud. The enormity of funds delivered within the loan and grant scheme in such a 

short period was novel, and should be considered a noteworthy achievement, 

however, it was not without faults. In my view one of the key issues with the Cohort 1 

grant schemes was that they relied on self-certification. Improvements to the initial 
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design of the schemes could have prevented this, however, as above, the desire to 

implement the schemes as rapidly as possible meant that mitigations against fraud 

and error were not able to be implemented fully. 

12.4 The development and implementation of the later cohorts of schemes incorporated 

the lessons learned from the initial schemes. For instance, the lessons taken from the 

implementation of Cohort I schemes meant that data monitoring was improved for 

cohorts two and three, with the introduction of pre-payment checks improving the 

accuracy of local authority data and substantially reducing the risk of losses. 

Targeting was also improved with the later cohorts being designed with more tightly 

defined eligibility criteria. 

12.5 By the time the Cohort 3 schemes were introduced, real progress had been made 

with improved resourcing and governance structures as well as more streamlined 

processes. Given that Cohort 3 schemes were operating in a more straightforward 

context, in contrast with the crisis scenario of the earlier schemes, it was easier to 

apply lessons learned to the design of the grants which became more targeted to the 

sectors most effected. The Cohort 3 grants also benefitted from better due diligence 

with pre- and post-payment checks carried out using Spotlight (a due diligence and 

counter fraud tool) which reduced the irregular payments made. 

12.6 I understand that Public Sector Equality Duty assessments were not completed prior 

to the implementation of some of the grant schemes as they should have been. It is 

of vital importance that that these assessments are completed to inform the design of 

any government initiative to ensure that support efficiently reaches its desired 

recipients and does not inadvertently disadvantage any individual with a protected 

characteristic. The CWS sets out the view that, had the Public Sector Equality Duty 

assessments been completed ahead of the schemes' implementation, it is unlikely 

that they would have resulted in any major changes to how the schemes were 

originally operationalised, and that the additional considerations around targeting 

specific parts of the business population had already been considered in the policy 

options and discounted by HMT. I agree with this view. 

12.7 Looking back, I cannot think of anything I would have done substantially differently in 

the design, implementation or delivery of the Cohort 3 grant schemes. As I have 

highlighted above, the Cohort 3 schemes had incorporated the lessons learned from 

the Cohort 1 and two schemes in their design, so the issues that had resulted from 

the need to deliver the earlier schemes at great pace were largely mitigated. 
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12.8 The lessons learned from the design and delivery of the Covid grant schemes has fed 

into the development of subsequent schemes. One example of this is the Energy Bill 

Support Scheme GB which implemented lessons including assurance activity 

planning from the outset, a full assessment of fraud risk and counter fraud activity 

12.9 As mentioned previously, the events of 2020 were unprecedented; the potential 

impact of a global pandemic had not been fully anticipated within government. When 

the crisis occurred, decisions had to be made rapidly. While issues such as sector 

prioritisation, company verification, and the use of self-certification ideally would have 

been more thoroughly considered, such reflections are often only possible outside the 

immediate pressures faced in the teeth of the crisis. 

changes to insolvency rules, I have outlined in this section some of the key 

considerations and meetings that took place in early 2020 which highlight the context 

primarily as a vehicle for the delivery of a number of temporary, non-financial 

assistance measures to support businesses impacted by the pandemic. It also 

included permanent updates to the UK insolvency regime which had already been in 

consideration prior to the pandemic. 

E lIri 
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1.1.12 The imposition of a moratorium for distressed businesses; 

1.1.13 The introduction of rules to suspend 'ipso facto' clauses; 

1.1.14 The introduction of new corporate restructuring tools; and 

1.1.15 Temporary relaxation of rules on wrongful trading. 

13.4 The paper recognised the trade-off involved in these proposals between the survival 

of struggling companies as a going concern, preserving jobs and maintaining 

productivity as balanced against the impact on creditors including HMRC, small 

businesses, banks, and investors. However, successfully rescued businesses were 

expected to return more to creditors than if a company were to cease trading and its 

assets were sold off piecemeal. Companies that were rescued would be more likely 

to continue trading in the long term, saving jobs, protecting investment and 

maintaining productivity. 

13.5 A further Economic and Business Response Implementation Group was held on 27 

March 2020 where the Secretary of State noted that the proposed reforms to the UK's 

insolvency framework would provide breathing space for companies struggling as a 

result of the pandemic {KK/093 INQ000475288}. The group discussed the proposed 

package of easements, including primary legislative proposals on insolvency and 

company law. In discussions on the relaxation of wrongful trading rules, it was 

acknowledged that this was quite a radical measure, and that the government should 

explore more permissive and temporary measures, rather than legislating for enduring 

change, and a balance should be struck between moving quickly and consulting 

further. The Secretary of State, in summing up, stated that that the proposed changes 

to wrongful trading rules were not intended to be permanent and the proposals were 

approved by the group. 

13.6 The CWS explains that the suspension of wrongful trading provisions was a 

temporary measure intended to provide directors with confidence to continue trading 

through the pandemic without fear of future personal liability, if insolvency could not 

later be avoided (CWS, Part D, paragraph 3.10). There was a concern that, given the 

uncertainty presented by Covid-19 and the resulting restrictions, directors may not be 

able to satisfy themselves that by continuing to trade they were not exposed to a 

future wrongful trading claim. This could lead to directors deciding to liquidate 

businesses to avoid exposing themselves to risk rather than attempting to rescue 

businesses or find ways to trade until the pandemic ended. Wider insolvency and 
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company law contained provisions, such as director disqualification, which would 

remain effective to deal with those directors that did act recklessly. A wide range of 

stakeholders had called for this measure, including the insolvency profession, 

professional advisors and their trade representatives. The Director General of the 

Institute of Directors had also written personally to the Secretary of State calling for a 

temporary suspension of the provisions {KK/094 INQ000576392}. 

13.7 1 had no personal involvement with the proposed reforms to the UK's insolvency 

rules was considered to be a radical measure. 
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13.11 As the work on Corporate Insolvency and Governance Act took place prior to my 

appointment as Secretary of State for BEIS in January 2021, I personally had no 

involvement in its development or implementation. 
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14. Data and Modelling 

14.1 Regarding the use of data, economic and other analysis, I was not in a position to 

know what was being done with the data for the proposition of the 2020 loan 

schemes. In terms of what was used during my junior minister role, I worked with a lot 

of modelling for absences on Critical National Infrastructure, including multiple 

models on absentee rates and impact on functionality of the sector. Thankfully, none 

of the worries regarding the absentee rates came to fruition. 

14.2 I understand that significant amounts of research were undertaken by BETS, BBB and 

the HMT in relation to the various schemes, including those referenced in the above 

sections concerning the CBILS, CLBILS, Future Fund and Recovery Loan Scheme. 

For the majority of these schemes, I did not have sight of the research at the time, as 

my focus was primarily around the continued operation of Critical National 

Infrastructure. 

14.3 I would have welcomed more thorough analysis and consideration of a targeted 

approach for specific schemes during my tenure, such as the Recovery Loan 

Scheme. That said, I recognise that more narrowly focused schemes would likely 

have required additional time to design and implement, potentially leaving gaps in 

support for businesses in the immediate aftermath of the pandemic. In any crisis, 

data is inevitably incomplete, inconsistent, and difficult to verify. There is always a 

disconnect between the pace at which a crisis unfolds and the speed at which 

government must respond, particularly when trying to obtain accurate and timely 

information. The pandemic was unprecedented, and we lacked existing datasets 

relevant to the UK context. Even the available data on fatalities and other indicators 

offered only a partial view of the reality on the ground. 

15. Inequalities and Vulnerable Groups 

15.1 During the course of the pandemic, the Department carried out equality assessments 

pursuant to section 149 of the Equality Act 2010 when developing and delivering 

policy. Throughout 2020, in my role as Minister for State, my involvement in those 

assessments was limited given that they did not directly relate to my portfolios. 

15.2 During my time as Secretary of State, the following assessments were carried out in 

relation to the grant schemes: 

15.2.1 LRSG (Closed), LRSG (National), LRSG (Open), the Bolton scheme, and the 

Additional Restrictions Grant on 3 February 2021: this assessment was also 
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carried out in the context of the third national lockdown and associated 
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15.2.2 LRSG (Closed), LRSG (National), LRSG (Open), the Bolton scheme, and 

Additional Restrictions Grant on 19 February 2021: this assessment was 

included with Accounting Officer advice provided to the Permanent Secretary 

relating to the extension of the LRSG (Closed) to 31 March 2021 and ahead 

1 1M 111 60 / 1: !0111 5} •• ) 

15.2.3 Restart Grant on 15 March 2021: this Public Sector Equality Duty 

Permanent Secretary on 15 March 2021 following the announcement of the 

Restart Grant on 3 March 2021 {KK/109 INQ000543769}; 

15.2.4 All grants, except the Omicron Hospitality and Leisure Grant, on 27 July 
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15.2.5 All grant schemes on 23 December 2021: this assessment was completed 

15.3 1 was not personally involved in the assessments that were undertaken, so I cannot 

speak directly to the challenges encountered or how they were addressed. 
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Departments such as HMT, the Department for Work and Pensions, and possibly the 

Department for Education were more actively engaged in that area. 

15.4 Given the speed at which decisions had to be made, I'm not sure whether the right 

balance was struck in analysing health vulnerability versus economic vulnerability. 

The focus in terms of vulnerability was understandably centred on older populations, 

as reflected in the vaccine rollout. However, this may have resulted in comparatively 

less focus on economically vulnerable groups under the age of 50, who may not have 

been classified as vulnerable in the public health context. 

economic response in the event of a future pandemic. The Inquiry will be aware that 

there have been a number of internal and external reviews of the loan and grant 

schemes, including parliamentary scrutiny, National Audit Office reports, BBB reports, 

and independent evaluation reports commissioned by the Department. These are 

listed at Annex 5 of CWS, and the relevant documents are disclosed as exhibits. I 

also refer to the second Corporate Witness Statement of Gareth Davies dated 22 

May 2025 ("CWS 2"), which addresses DBT's current policies and preparedness, the 

implementation of improvements since the pandemic, and DBT's continuing policy 

development in the areas relevant to Module 9 of the Inquiry {KK/113 

INQ000618258}. 

by BETS to improve the economic response to any future pandemic and suggest my 

16.3 Regarding the issue of collaboration between departments, as set out in the 

Department's Module 2 corporate witness statement, a key area of learning identified 

was around the collaboration between departments in decision making and then the 

implementation of decisions. Although the Department enjoyed a productive and 

collaborative working relationship with HMT colleagues, the broader lesson is that we 

did all work in siloes (CWS, Part A, Section 6). There should have been a 
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problem from the outset and canvassed opinions, but there was no consultation. This 

could have been done differently. 

16.4 Early decisions were made without sufficient input from delivery partners (e.g. local 

This has resulted in the following recommendations included in the CWS: 

16.4.2 Create a centralised business communication strategy for future crises. 
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regular training and exercises. 

businesses, and lack of pre-payment checks and inconsistent data quality 

undermined delivery integrity. This has resulted in the following recommendations 

included in the CWS: 

16.6.2 Mandate pre-payment eligibility checks for all future grant schemes. 

fl t 
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16.6.4 Simplify scheme design to reduce administrative burden and improve clarity. 

16.7 In terms of the counter-fraud efforts and data sharing, the initial counter-fraud 

capacity was insufficient, and data sharing was legally and operationally complex, 

causing delays. Further, fraud analytics were underutilised early in the pandemic. 

This has resulted in the following recommendations included in the CWS: 

16.7.1 Expand counter-fraud teams and governance structures (e.g. Counter Fraud 

the outset. 

16.7.4 Improve transparency notices to alert borrowers to data use in fraud 

detection. 

16.8 In the matter of recovery and enforcement, recovery of irregular payments was 

delayed due to lack of early guidance and infrastructure. Enforcement was also 

fragmented and under-resourced. This has resulted in the following 

recommendations included in the CWS: 

16.8.1 Review the success of the Pathfinder project to see how it could be used and 

implemented in the future (CWS 2, paragraph 4.21). 

16.8.2 Develop a playbook for grants which will set out the steps required for 

operationalising grant schemes as emergency economic measures (CWS 2, 

paragraph 4.14). 

16.8.3 Use tools like BusinesslQ and CrossCore systematically to assess recovery 

viability. 

16.9 Concerning legislative and policy frameworks, emergency legislation (e.g. Corporate 

Insolvency and Governance Act) was reactive and required rapid drafting under 

pressure. Additionally, business rates relief and insolvency law changes were not 

always aligned with sector needs. By this I mean that for sectors whose income 

ceased during lockdown, such as in the hospitality sector (bars, restaurants, pubs 

etc) fixed costs such as rent and business rates remained, despite government 

mandated closures. I raised the issue within the department to explore possible 
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mitigations, but the general government response favoured broad-based support over 

targeted measures. The economic impact of the pandemic and related government 

restrictions varied across sectors—retail faced reduced footfall but this was mitigated 

in some cases where businesses used online shopping, while hospitality, particularly 

bars, restaurants and pubs, experienced distinct challenges due to their income being 

derived from people attending in person, without online mitigation. These differences 

highlighted the need for more nuanced policy responses. 

16.10 As a business minister, I saw these sector-specific effects firsthand through direct 

engagement, whereas the Treasury maintained a broader focus. These discussions 

were informal, and I do not believe them to have been formally documented, often 

arising in daily Zoom meetings with junior ministers. There were discussions about 

mitigation but ultimately, resolution came with the easing of lockdown restrictions. 

16.11.1 Review and update corporate insolvency frameworks to ensure readiness for 

future crises. 
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17.1 I believe that the facts stated in this witness statement are true. I understand that 

proceedings may be brought against anyone who makes, or causes to be made, a 

false statement in a document verified by a statement of truth without an honest belief 

of its truth. 

Personal Data 

Dated: 15 September 2025 
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