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Our mission is to drive
sustainable growth
and prosperity across
the UK, and to enable
the transition to a

net zero economy, by
improving access to
finance for smaller
businesses
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Chair’s statement At the beginning of this
financial year, we were
only just beginning to feel

o
s ca I I n u ' the effects of the global
Covid-19 pandemic. Since
then, the British Business
- Bank has mobilised

to rOte Ct successfully on an
impressive scale.
@ @ i In the face of potential economic
I collapse, our people stepped
Ive I oo s up, working tirelessiy to support
businesses and protect livelihoods.
Up and down the country,
throughout the English regions
and Devolved Nations, small and

medium-sized businesses have
" been able to access finance and

gain the confidence to carry on.

British Business Bank british-husiness-bank.co.uk




Chair's statement

In the process, we have had to
scale up at great speed. At the
start of the year, the Bank was
managing £8.5bn of financial
support to smaller businesses.
That figure has now increased
to nearly £89bn and we are now
supporting over 1.7m facilities to
businesses through cur delivery
partners. Managing this large
portfolic of new loans and equity
investments on behalf of the UK
taxpayer will be an important
aspect of our work over the
coming years.

Alongside this extensive emergency

response activity, the Bank’s core
programmes continued to deliver,
playing a major role in underpinning
smazll business finance markets
such as venture capital and start-
up funding. Helped by the strong
performance of our commercial
subsidiaries British Patient Capital
and British Business Investments,
which reflected the strength of
aqguity finance markets more
generally, we have delivered a
record return of 14.6%. Alongside,
we have also delivered over 11,300
Start Up Loans this year ~ again, a
record number,

None of this would have

been possible without the full
commitment of all our people

1o deliver the vital extra work
required, in addition to their usual
roles, which called for longer
hours and increases in workload.
A shared sense of purpose and
the knowledge that we were
helping to protect livellhoods
meant a great deal to all of us.
Everyene working at the British
Business Bank has my thanks.

British Business Bank

At the start of the financial

year, the Bank was managing
£8.5bn of financial support
to smaller businesses. That
figure has now increased to
nearly £8%9bn

The Board

As planned for scme time, Keith

~ Morgan CBE served for the first

" half of the year, and | would like to
" thank him for his work in building

' the organisation since joining its

" set-up team in 2013. Catherine

Lewis La Torre took over the role
on 1September 2020, stepping up
from her impressive steering of the
commercial arm since 2016 and

i hitting the ground running to

i provide strong leadership for the

. Bank at a time of immense change
. anag scrutiny.

Fwould also like to thank Jonathan
Britton for agreeing to extend his
time as Audit Committes Chair
when the outbreak of Covid-19

i prevented the appointment of an
i immediate successor. Jonathan's
¢ valuable contribution to the Bank
. and the businesses we serve was

recognisad with the award of an
OBE in the Queen’s New Year
Honours list 2021. We were

. delighted to appoint Jenny Knott,
~an experienced investrment banker,

to the role in December 2020.

british-business-bank.co.uk

| Looking forward

The rapid response to Covid-19,
including the emergency finance
schemes facilitated by the British

. Business Bank and other measures

; such as the furlough scheme, meant
that the collapse of the UK economy
was avoided. It did not survive

~unchanged, howaver. Asin any

' recession there have been losses,

" but there have also been new
start-ups and scale-ups. | expect
that the econcmy that emergesin
the next 12 to 18 months will be quite
different to the one we left behind.

Our job now is to help businesses

~ during the recovery pericd and

" beyond, strengthening the economy
in the process. Our focus and the
way we work will continue to change
in so doing, but we are emerging
from the pandemic more resilient

' and capable than ever, ready and

- willing to help more UK businesses

' to prosper and grow sustainably.

LALPHFLE

Lord Smith of Kelvin
Chair
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Adapting
to emerge
stronger

4 British Business Bank british-business-bank.co.uk

Any disruption of an

~organisation’s activities
" provides an opportunity

to reassess whether that
organisation is on the right

~track. Events do not come

much more disruptive
than a global pandemic,
and Covid-19 saw the

- British Business Bank

perform a role vital to the
UK government, finance
markets and the economy

" as a whole.

S
i
S T

Continuing to invest in
visionary businesses will
help place the UK at the
forefront of global,
sustainable growth.

b by
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Chief Executive's statement

We use cur unique positicn at the
intersection of government and
financial markets to make markets
work better for the smaller
businesses that are so important to
the British economy and the nation’s
long-term prosperity. Thisincludes
important work to increase diversity
of both finance type and provider,
and 1o ensure access to finance for
businesses right across the UK.

When the pandemic hit in early
2020, we were able to call

cn the extensive work we had
undertaken to prepare for a
potential downturn, in line with
cur countercyclical mandate. This
meant we could respond quickly
and effectively to the emerging
crisfs, putting in place programmes
designed to address a drastically
altered economic landscape for
smaller businesses as lockdowns
tock effect.

A rapid scaling up

Our rapid scaling journey this year,
from an emerging ‘start up’ towards
a much larger, more mature
organisaticn, mirrored the trajectory
we typically seek to support for
smaller businesses. Curs has been
unusually rapid due to the crisis,
with programmes rolled out in days
and weeks rather than months, and
our business model - delivering

Annual Report and Accounts 2021

Building our toolkit to

, support the future economy

t Our experience of the Future

Fund this year has enabled us to
demonstrate more rapidly how
direct investment can play a role in
delivering cur vision — accelerating
an evoluticn which we had already
begun to develop before the
pandemic. Targeted direct
investment means we can

_intervene In sectors, geographies
. or businesses whare we can have
i the biggest impact in driving

- recovery and growth.

. The life sciences sector,

. which the Bank has invested in

- for many years, will undoubtedly

" remain an area of focus. This area

has long been one of the UK’s
great strengths and the scientific
response to the pandemic

has rightly put this sector in

the spotlight. Investors have
already begun to respond to the
oppertunity that this represents
and we remain committed to
providing further funding alongside
the private sector. Continuing to

_investin visionary businesses in

: life sciences, as well as the other
. key sectors that will underpin the
. future economy, will help place

i the UK at the forefront of global,
+ sustainable growth.

funding mainly through our delivery :

partners —was fundamental to that
success. So too was our analysis of
real-time data, which allowed us to
respond with agility in refining the
lcan schemes to suit a rapidly-
changing market.

As we have grown our organisation
and operations, it has been

essential alse to strengthen our
controls framework and defivery
mechanisms. These changes will
stand us in good stead in the longer
term, positicning us well to address
future challenges. 3

British Business Bank

Rising to the occasion

Qur people have perfermed
exceptionally while adjusting to

the disruption of their working lives,

and of normal life in general. | am
grateful for the efforts of our team
to deliver — and keep on delivering
—under unrelentingly tough
circumstances while maintaining
motivation, camaraderie and
consistently high standards.

british-business-bank.co.uk

~Renewing our strategic
| vision

I The British Business Bank has

changed considerably as an

| institution over the last year. As

© we enter our seventh year of

. operations, we have been reviewing
our longer-term strategic direction
and considering how best to lay the
foundations for the econaomy that

. will help the UK to thrive over the

. hext 30 years or mare.

; Warking closely with cur

Shareholder, the Department

for Business, Energy & Industrial

Strategy, HM Treasury and wider

stakeholders, we have defined a

new mission and strategy to

address a fundamental driver for

© our future society: the transition

' to a net zero economy. This forms

- part of a wider ambition to become

" aleader across Environmental,
Social and Governance (ESG)
factors, reflecting our new net zero
oblective from 2021/22, and will
ke central to the way we operate
and invest in future.

In the near term, our market

insights, policy expertise and
 delivery capabilities have already
_been brought to bear in the
development of recovery-focused
interventions, such as Future Fund:
Breakthrough and the Recovery
Loan Scheme. We look forward
to using our unique position in the
market to support businesses
further as they recover and return
to growth once more, thereby
rebuilding the foundations of
the UK's future prosperity.

U2,

Catherine Lewis La Torre
CEO
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Why we do
what we do

Smaller businesses” are of
huge importance to the UK
economy.

'Why SMEs are important

sector jobs in the UK, and are a
key source of the new ideas and
inventions that allow the UK
economy to grow and prosper.
That’s why, as the UK’s economic
development bank, we help them
to start and grow through
improving access to finance.

b
|
They provide three in five private z
|
F

i Proportion of UK private sector employment due to SMEs

i
!
, The UK

Scotland
 60.7% o8.8%
! ° (o]
j England
- North West 59.5%
- 64.8%
North East
[ Northern Ireland o
| 64.1%
- 78.1%
Yorkshire and
i West Midiands the Humber
| 58.1% 61.5%
 Wales ————— East Midlands
| 74.6% 56.3%
Sou;c,h West East of England
* We define smaller businesses (SMEs} as | 72 /0 54.6%
those having up to 249 employees. |
Where relevant, for p6-17, further ; South East London
information on data presented is in the ‘ 62-6% 53_3%

end notes, pi83.

& British Business Bank british-business-bank.co.uk
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Supporting SMEs through
access to finance

The result

SMEs which access
finance are more:

Productive -+ Likely to export — Unlock growth

British Business Bank british-business-bank.co.uk




Our impact this year

Our impact
this year

In an economic crisis,
wholly commercial
investors and lenders
might be expected to stop
new activity and focus

on protecting existing
investments,

We, however, have a mandate to
support UK smaller businesses by
taking a different approach when
required by economic conditions.
Over the last year, we continued
making new investments, as well as
providing extra support for our
existing portfolio.

At the same time we built, [aunched
and delivered a package of Covid-19

emergency finance schemeas on
behalf of the government.
Throughout this uncertain year,
we scaled up our operations in
response to an intense pace of
change.

Al figures as at 31 March 2021 unless
otherwise indicated

8 British Business Bank

b
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1.77m

businesses supported in total

m
g
95k

businesses supported through
our core finance programmes

british~-business-bank.co.uk

1.67m

businesses supported
through Covid-19 emergency
finance schemes

1.4m

businesses supported
outside of London



Our Impact this year

" Annual Report and Accounts 2021

£88.9bn £80.4bn

total finance
supported

finance through
Covid-19 schemes

£8.5bn £943m

stock of finance through flow of gross deployment
our core finance outside of London in
programmes 2020/21

Information provision

4.6m

website visits in 2020/21,
up from 1.Im in 2019/20

reports published

Operational delivery
“ .\“
4 218

naticnwide Covid-19 delivery partners, an
emergency finance increase of 78 compared
schemes, put in place in to 2019/20
under eight weeks

92%

of colleagues said they are
proud to work for the Bank

itish-business-bank.co.uk 9
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2020/21 KPI performance
against our objectives

Performance assessment | — delivery of the Covid-19 j
summary emergency finance schemes In ”gh’( of the Covid-19

,‘ | emergency and its effect on
The Board assessed the Bank’s -~ delivery of Demand Strategy . the usual business of the
progress against its corporate ¢ commitments . Bank, the Board and

objectives by considering delivery
against its key performance
indicators (KPis). KPl outturns
against targets are outlined below
and, in addition, the Board
considered a number of other
qualitative measures:

( i
- delivery of regional access to | Shareholder agreed:

finance outreach activities L to suspend KPI targets for

o . | the first half of the yaar,
delivery of risk management 1 establishing updated targets

activities. in October 2020

Overall, it tock the view that
the Bank’s performance had
exceeded expectations during
i a challenging year.

— to exclude the Covid-19
emergency finance

' schemes fram the Bank's

! targets, and to capture

i the Bank's Covid-19

; response work through

| qualitative assassment.

Objective 1: to increase the supply of finance to smaller businesses where markets
don’t work well
Target Outturn

KPl: Stock of finance supported by £9.085bn £8.506bn
core programrmes

Commentary: Due to the Bank’s existing programmes being displaced by the Covid-19
emergency finance schemes, the stock target was missed by 6.4%.

Objective 2: to help create a more diverse finance market for smailer businesses, with
greater choice of options and provider
Target Qutturn

KP!: Percentage of stock of finance supported 24.0% 94.5%
outside the Big Five banks

Commentary: The Bank continued to deploy the vast majority of finance in its core finance
schemes outside of the largest UK banks, exceeding the target set.

10 British Business Bank british-business-bank.co.uk
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Objective 3: to identify and help to reduce regional imbalances in access to finance for
smaller businesses across the UK

Target Qutturn
KPI: Flow of gross deployment outside London £868m £943m
Commentary: The Bank exceeded the quantitative target through strong deployment and
drawdown of finance across the UK’s regions and Nations.

Objective 4: to encourage and enable SMEs to seek the finance best suited to their needs

Target Qutturn
KPl: Awareness: Level of prompted awareness 25% 25%
of the Bank amongst SMEs
KPI: Consideration: Whether SMEs would 42% 1%

consider contacting the Bank for information
about finance

Commentary: The Consideration outturn was narrowly missed. However, given the minimal
gap to target, this was not deermed to represent a major shift in sentiment in the SME
business population.

Objective 5: to be the centre of expertise on smaller business finance in the UK, providing
advice and support to government
Target Qutturn

KPI: Delivery of Centre of Expertise priorities No quantitative KP| set

Commentary: Based on an independent qualitative assessment by the Shareholder’s
representative, the Bank was assessed to have deployed its expertise to government
effectively, ranging from advice on Covid-19 scheme development and delivery to fulfilling
priorities on research and market engagement.

Objective 6:to achieve the Bank’s other objectives whilst managing taxpayers’ money
efficiently within a robust risk management framework
Target Outturn

KPI: Adjusted return on capital employed 0.10% 14.6%

Commentary: The Bank’s adjusted return significantly exceeded the target, driven by the
generally strong performance of equity finance markets in 2020/21.

British Business Bank british-business~bank.co.uk
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How we work

The British Business Bank works with
and through the market to provide finance
and information to smaller businesses.

By working with 2nd through
delivery partners, we unlock
additional finance from them

and from third parties. This
Sma“er multiplies the benefit to smaller
businesses from the public

money we commit.

business

Finance market

&
] Return on Investment,
investment, lending,
. ]
lending information
repayments

Eritgsh
usiness
’dV Bank

Returns l T Funds

et

5 ¥

Government

12 British Business Bank british-business-bank.co.uk
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1]

A business’s finance journey

Every business is different
and has different needs

The following illustrative example is just one
possible route to finance and shows how the

Needs external finance

British Business Bank can help along the way. Jen recently launched a Midlands-based digital
More guidance and information about routes design company and has big growth ambitions.
to finance can be found on our Finance Hub. To expand, she needs access to external finance.

Approaches own lender
After using the British Business Bank
Finance Hub to research her options, she
approaches her own [ender for a loan.

Lender unable to provide a loan Hears about an alternative
While her lender is keen to support Jen's business advisor, Nick, suggests that the Midlands
her business, her limited track record Engine Investment Fund {MEIF) — delivered by the British
means it is reluctantly unable to Business Bank — may be an option. Nick heard about MEIF

provide a loan. at an event run by the Bank’s regional funding team.

Decides on equity finance
Jen and Nick further discuss debt and equity options
and Jen decides that equity finance - offered by MEIF
- is potentially the right finance type for her young,
high-growth potential business.

6
Advisor approaches MEIF Successful application
Nick makes an approach on Jen’s behalf to MEIF, After more detailed conversations with Katie,
to assess initial eligibility with a MEIF fund manager. Jen continues to develop her business plan with
After consideration, the fund manager, Katie, Katie's support. This helps Jen to be successful in
decides to progress the enquiry with Jen and Nick. her application, receiving equity investment from

MEIF which helps her grow her business.

British Business Bank british~business-bank.co.uk 13




Flanning our future

Planning our f

Much has changed since
the British Business Bank
was established in 2014,

Markets have evolved, policy
priorities have shifted, and the
Bank has expanded its remit and
operations - particularly in the last
year in response to Covid-19.

In light of this we undertaok a major
review of our long-term strategy

and operations this year, to produce |

a renewed strategic direction.
This will help us ensure we are
best positioned to respond to the

challenges and opportunities ahead. |

We launched a number of key
programmes in summer 2021,
including Future Fund: Breakthrough,
the Recovery Loan Scheme and

the Life Sciences Investment
Programme. We will work to
maximise their market impact from
2021/22, alongside cther priorities
for next year noted apposite.

C
.
N
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* . L]
Our revised mission
To drive sustainable growth and prosperity across the UK,
and to enable the transition to a net zero economy, by
improving access to finance for smaller businesses

A new objective from 2021/22
To support the UK's transition
to a net zero economy

Alongside our current corporate objectives

Help increase
diversity of finance

Address regional
imbalances in
access to finarce

2

To achieve our other
objectives whilst
managing taxpayers’
money efficiently

Increase the
supply of finance

D]

Encourage and

enable SMEs to

find appropriate
finance

To be the centre
of expertise on
smaller business
finance in the UK

14 British Business Bank
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Incorporating our
new mission into
everything we do

Define and communicate cur
strategy for driving sustainable
growth across the UK

Embed cur approach across
the Bank to support SME’s
transition to nat zero

Delivering market

impact through new

programmes and
capabilities

Consolidating the
organisation after
a year of rapid
transformation

Continue to build our direct
co-investment capability,
investing in companies
alongside private sector
patient capital funds

Build our cperational
capabilities across the
key areas of Data, IT,
Qutscurcing and Risk
management

Roil out new programmes to
strengthen the Covid-19
recovery and future economy,
including through sectoral
interventions

Integrate Covid-19 emergency
finance scheme management
into business-gs-usual

british-business-bank.co.uk 15
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Our Environmental, Social
and Governance approach

The British Business Bank’s
revised mission sets out our
commitment to playing an
active part in driving a more
sustainable economy.

In developing our approach to

our Environmental, Social and
Governance (ESG) activities, we
have identified nine of the 17
United Nations Sustainable
Development Goals (SDGs), shown
pelow, as those which align best
with our activities. Of these, SDG 9,
relating to ‘Industry, innovation and
Infrastructure’, aligns most closely
with the Bank’s mission.

| Having identified this alignment with
I the SDGs, we are focusing initially in
| three areas where we believe we

| can have the greatest impact:

|
|
| — climate change, with an

] immediate focus on the transition
% 10 net zero

— diversity and inclusion
|- regional equality.

Making meaningful progress on
: these ESG priorities as well as

|
¢
i
;
‘ long term planning.
|

| our broader ESG ambition requires

| We are putting in place a

. programme of activity to measure

f and improve the impact we will have
- on ESG factors in the coming years,
{ supported by our commitinent to

. best practice in governance.

\

The United Nations Sustainable Development Goals adopted by the Bank

NO
POVERTY

GENDIR
TQuUALITY

REDUCED
INEQUALITIES

VN
{=)

v

1

16

British Business Bank

600D HEALTH
AND WELL-BEING

SUSTAUNABLE CTHES
AND DOMMURITIES

1

british-business-bank.co.uk

QUALITY
EOUCATION

hd

INDUSTRY, INNOVATION
AND INFRASTRUGTURE

*

13

CLIMATE
ACHION
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]

Our ESG goals

Promoting As a wholly owned government institution

. we will aim, through our work, to ensure
best praetlce that we follow, promote and support
positive governance practices. This will
include best practice in our own
carporate governance.

British Business Bank british-business-bank.co.uk 17
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People and their
businesses are
at the heart of

everything we do

Our activities help funding flow to entrepreneurs
with ambitious plans and companies with
innovative products and services.

¢

Navigate to our areas by clicking
on the panels on the right.

18 British Business Bank british-business-bank.co.uk
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What we have delivered:
Financial activity

We continued delivering our core
programmes while helping almost 1.7/m
businesses through the crisis.

Read more on p20-31

What we have delivered:
Non-financial activity

We responded to markedly
increased demand and provided
valuable market insights.

Read more on p32-39

How we have delivered:

Our people

We scaled up while supporting our
people to deliver under pressure in a
changed work environment,

Read more on p40-45

British Business Bank

british-business-bank.co.uk

Enabling our delivery:
Operations, controls
and risk management

We increased our capability while
adapting to a new operating model
and a changed UK economy.

Read more on p46-52

19
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1 What we have delivered:

Financial
activity

i Almost
ot |£8.5b 95,000
programmes . n ’
stock of finance supported smaller businesses benefiting

mance scremes | £80.4bn 1.67m

of finance offered? facilities offered to businesses?

Business stories . Marwell Wildlife was forced to
Marwell Wildlife close its zoo when the country
e locked down to fight Covid-1%.
Delivery partner: NatWest With no visitors paying to enter
o T A the zoo, but ongoing costs to
Region: South East meet for the animals’ upkeep,
- o the company secured financial
support via the Coronavirus
Programme: Coronavirus Business Interruption Loan
Business Interruption Scheme (CBILS) before its cash
Loan Scheme flow dried up.

Location: Winchester

british-business-bank.co.uk




This has been a
transformational year for
the British Business Bank.

In April 2020, as the impact of the
Covid-19 pandemic on businesses
and the economy was becoming
apparent, the UK government
asked the Bank to deliver the first
of a series of emergency finance
schemes: the Ceronavirus Business
Interruption Loan Scheme (CBILS).
Within six weeks, this was foliowad
by the Coronavirus Large Business
Interruption Lean Scheme
{CLBILS), the Bounce Back

Loan Scheme (BBLS) and the
Future Fund.

As part of a package of government
interventions, which also included
the furlough scheme, these finance
schemes have had a significant
impact on smaller businesses
across the UK.

British Business Bank
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While it 1s difficult to say exactly
what would have happened in

. the absence of these schemes,

it is rezsonable to assume that
without their support many more
businesses may not have survived
through the pandemic.

_ Their sheer scale shifted the
. Bank’s centre of gravity
; significantly during 2020/21. In

March 2020, the Rank’s activity

+ was weighted heavily towards the
- equity funds and investments side

of its business model. By March
2021, the balence had swung
completely the other way, with
debt guarantees as part of the
Covid-19 relief effort accounting
for the vast majority of our activity.

~ The shift did not result in a decrease
in our core activity, however.

. While mobilising new programmes
i to help businesses survive, we

! continued to provide both debt

i and equity finance to help

! businesses start and grow, in some
f cases providing record numbers

of facilities, such as through our

' Start Up Loans programme.

The Bank's investment portfolio
grew significantly over the year,
highlighting how we help
underpin beth confidence in
and the operation of UK equity
finance markets.

The emergency finance schemes
gave hundrads of thousands of
business owners much-needed
breathing space and reduced cash
flow concerns for many in a year
with a lot to worry about, They have
also enabled some businesses te

for survival.

In this way, the Bank's activity
was significant in protecting the
ecaonomy, with positive knock-on
impacts on livelihoods and
wider society.

8.5
6.6
H . 5
; .
plan for recovery instead of fighting
p .
0 !

british-business-bank.co.uk

Our finance programmes

The British Business Bank is
responsible for delivering a wide
range of finance programmes,
* each designed to address a market
' failure and help improve access to
' finance for smaller businesses.

' Our finance programmes

" provide eitner debt finance,

' aquity finance, or a combination
" of both finance types.

Not all of these programmes are
accounted for on our own balance
sheet. In some cases, we act as
an agent, working on behalf of
another organisation, such as the
Department for Business, Energy
& Industrial Strategy (BEIS). We
deliver the programme, but the
crganisation we are acting for
keepsthe assets and liabilities
cn their own balance sheet.
Further details on this can be

" found in the financial performance
section, beginning pb4.

- Stock of finance for

- smaller businesses,

' supported by core Bank
' finance programmes’

i £bn
L 10

g 8.0

20i7/18  2018/19 2019/20 2020/21

* Includes legacy programmes. 2017/18
figure reflects post year restatement

21
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The table below lays out our active programmes in 2020/21 acrass both our core and Covid-19 emergency
finance schemes.

Stock of finance Number of

supported (Bank businesses

and third-party benefiting

funding) unless unless

Portfalio otherwise otherwise
area Programme stated, £m’ stated?

Corefinance Investment Programme
programmes  Support to increase the volume and diversity of
finance for smaller businesses by enabling the
growth of new and alternative lenders. 2,718 29106

British Patient Capital

investments in fong-term venture and venture

growth funds, enabling high potential firms to

develop into world-class businesses. 1,518 399

ENABLE Guarantees

Guarantees which reduce the amount of capital

that lenders need to hold for their loans to

smaller businesses, so that they can provide

more lending. 639 830

Enterprise Capita!l Funds

Funds which increase the supply of early

stage venture capital to scaling businesses and

lower barriers for fund managers entering the

venture capital market. 618 414

Managed Funds

Investments into funds of funds designed to

increase institutional funding of long-term

patient capital for innovative businesses that are

scaling rapidly. 4612 236

Regional Funds

Equity and debt finance in the North,

Midlands, Cornwall and Isles of Scilly, helping

make regional finance markets work better for

smaller businesses. 606 1,108

Stock provides a snapshot’ of the total finance each programme supports in the market at any given time. It includes both the Bank's
own commitments and leveraged third party funding. which varics according to each programme’s abjectives. Stock changes as
finance enters and exits the market as investments are made and produce returns, or as loans are drawn down and repaid over time.

Like stock, this is a snapshot measure which goes up or down as UK businesses receive and return tinance supported by the Bank.
Please nota that thess scheme by-scheme figures are not additive for core finance programmes, as businesses may be benefiting
from rmore than one scheme
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Stock of finance Number of

supported (Bank businesses

and third-party benefiting

funding) unless unless

Portfolio otherwise otherwise
area Programme stated, £Em'’ stated?

ENABLE Funding

Cost-effective access to funding through the

capital markets for smaller lenders, meaning

they can provide more finance to businesses. 498 37647

Angel CoFund

Equity co-investment alongside business angel

syndicates to increase the volume of early stage

finance available to smaller businesses. 321 20

Start Up Loans
Loans and mentoring to help people start their
own businesses or bacome self-employed. 222 28,758

Regional Angels Programme
Support to reduce regional imbalances in access
to early stage equity finance. 98 123

Covid-19 Bounce Back Loan Scheme

emergency Emergency loan guarantee scheme to support

finance businesses struggling as a result of the Covid-19

schemes’ pandemic to access finance more quickly 47,360 1,660,309

Coronavirus Business

Interruption Loan Scheme

Emergency loan guarantee scheme to support

smaller businesses struggling as a result of the

Covid-19 pandemic 26,390 169,877

Coronavirus Large Business

Interruption Loan Scheme

Emergenoy loan guarantée scheme to support

larger businesses struggling as a result of the

Covid-19 pandemic 5,660 753

Future Fund

Emergency support scheme to support equity

backed businesses struggling to fundraise, through

matching funding with convertible loan notes 1,091 1,147

* Figures for CBILS, CLBILS and BBLS are cumulative a) value of finance offered and b) number of offered facilities, as published by the
Bank on 6 July 2021, post scheme closure on 31 March 2021, Data for Future Fund is the value and number of applications executed,
as of 31 March 20213

All other figures as at 31 March 2021

British Business Bank british-businass-bank.co.uk 23
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“There are some great
government initiatives to support
you financially whilst you take
those first few steps, and Start Up
Loans also offers guidance on
business planning.”

Your Tribe | A $20k loan from our Start Up

- _ Loans programme helped her

Delivery partner: Transmit fulfil her dream to own a

— —_— business that combined two of
her favourite things: art and

I wellness. From this dream Your

| Tribe was born.

Region: North East

Location: Newcastle

Programme: Start Up Loans

The unique wet paint throwing
Jane Crane left her role as an [T | space offers couples, families and

project manager after the birth . groups the opportunity 1o make
of her second child. art, get messy and feel uplifted.
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Helping UK businesses — our core
finance programmes

This year we have continued
support through our existing core
schemes so businesses would be
in a strong position to recover and
grow following the pandemic. We
deliver programmes nationally,

regionally and across finance types, -

to support businesses at all stages
of their development, halping us
to tackle the most significant
challenges across the market.

Helping new businesses
to start

This year, many people have spent
more time at home, cut off from

a lot of their usual activities and
commitments. Time to think, time
to plan, and a sense that the world
is too uncertain Nnot to seize every
opportunity can lead to more
people starting businesses.

2020/21 has been a record year
for our Start Up Leans programme.
We have made more than 11,000
new Start Up Leans this year, an

increase of more than 30%
compared to 2019/20.

Funding start-ups is seen as a risky
prospect, and this can lead to early-
stage businesses being unable to
access the finance they need. The
programme addresses this market
failure by providing toans of up to
£25,000 at a fixed 6% interest rate
as well as offering free ongoing
support, mentoring and guidance.

British Business Bank

Our Start Up Loans programme
also plays a part in addressing
long-standing imbalances in access

" to finance for underrepresented
© groups. Since its inception in 2012

40%

of the Start Up Loans
programme’s recipients have
been women

21%

have baeen Asian, Black or
from other ethnic minorities

31%

have been people who
were unemployed at time
of application

" Inthe November 2020 Spending
" Review, the Chancellor announced

that the programme would be
funded to provide 11,300 loans in
2021/22,1,000 more than criginally
funded in the March 2020 Budget,
and we anticipate further growth in
demand over the year.

british-business-bank.co.uk

- Additional support for

businesses in the regions
In the early part of 2020/27,

the Bank’s rogional investre: il
: funds — the Northern Powerhouse

Investment Fund (NPIF), Midlands
Engine Investment Fund (MEIF)
and Cornwall and Isles of Scilly
Investment Fund (CIOSIF) —

were able to offer particular or

- additicnal support, including

repayment holidays, to help
alleviate some of the pandemic’s
effects on smaller businesses.
By summer of 2020, our regional

. funds resumed investing in new
' businesses to help them grow.

- Our regional investment funds aim

- to co-invest in new businesses
equally with private sector capital.
This year, despite the pandemic-

~ driven uncertainty, our funds
secured additional private sector
_investment that was greater than the
~amount they themselves invested.

" Across our regional funds we saw

record deployment this year,
principally due to a strong second

* half of 2020/21. Our regional fund
. managers also successfully

' secured co-investment from other
| Bank-delivered programmes, such

- as the Future Fund, to best support

i local companies. In total our
' regional funds provided a £357m
. flow of finance into regicnal

finance markets in 2020/21.

25



Financial activity

Business stories
Lunac Therapeutics
Ltd

Delivery partner: Epidarex
Region: Yorkshire and
the Humber

Location: Leeds

Programme: Enterprise
Capital Funds

Lunac, a spin-out from Leeds
University, makes new medical
treatments to preveni blood
clots that cause serious

medical problems such as
strokes. Existing medications
{anticoagulants) can have the
side-effect of causing bleeding
in patients - Lunac’s technology
is capable of producing
effective reatments for blood
clots without the side-effect

of bleeding.

The science behind Lunac was
initiated at the University of
Leeds but needed commercial
backing to move towards the
clinic. The finance enabled
them to launch a new company
with an experienced
management team and the
resources required to translate
their innovative science into a
clinical-stage therapeutic.

26 British Business Bank
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Evaluating our regional
support

- Independent evaluations of MEIF*

and CIOSIF® were published in
May and July 2020 respectively,

. which showed that the funds have

had significant positive effects in
their regions since launch.

. Asecond phase of evaluations

is underway, this time focusing
more closely on the funds’
contributions to:

~ diversity and inclusion

- the UK's ambition to reach net
zero carbon emissicns by 2050,

Given the success of the three
existing regicnal funds, we are also
investigating whether other regions

" could benefit from similar

programmes.

Supporting high-growth
businesses

- Equity finance is typically used to

support high-growth businesses,
at varying stages of development,
from the earliest seed stage
through to the later venture and
growth capital stages. Our equity
schemes made significant new
investments across all stages this
year, despite the economic
contraction caused by Covid-19.

The Investment
Programme made

13 investments worth a
total of £345m this year,
supporting its goal of
increasing the diversity
of finance available to
smaller businesses.

british-business-bank.co.uk

‘Seed and early stage

{ Our Regional Angels programme
¢ run by British Business Investments,
; one of cur commercial subsidiaries,

made four new commitments

totalling £50m this year, to:

- Newable Ventures and
Bristol Private Equity Club
in November 2020

- Clarendon Fund Managers

in December 2020

-~ Syndicate Room

in December 2020

— Deepbridge Capital

in March 2021,

, The Regional Angels programme

commits funds for investment

. alongside business angels and
other equity investors to help

reduce regional imbalances in

" access to seed and early-stage
" equity finance for smaller
" businesses across the UK.

. The Enterprise Capital Funds

programme made a £50m
investment to cornerstone a

new £102m UK venture fund,
Epidarex Capital I UK, LP. This
new fund is the largest Enterprise
Capital Fund to date and the
first to specialise in life sciences.
It will invest in new life sciences
companies from emerging research
hubs across the UK, including
spinouts from highly regarded
universities.
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Venture and growth stage

The Managed Funds programme run
by British Business Investments (BBI),
a commaercial subsidiary of the '
Bank, invested €/5m into Isomer
Capital in September 2020 - the
programme’s fourth commitment
to date. The programme aims to
encourage patient investment into
businesses with high growth
potential by making cornerstone
investments in established private
sector funds of funds.

British Patient Capital, also a
commercial subsidiary of the
British Business Bank, manages an
investment fund designed te help
UK companies with high growth
potential to access the long-term
financing they need to scale up.

British Patient Capital’'s investment
activity this year includes:

— a cornerstone commitment to
University College London’s
Technology Fund, increasing
the firm's investment in the
wortd-leading science taking
place in UK universities

— its first two co-investments, into
underlying portfolic companies,
Quantexa and Theought Machine,
alongside portfolio funds.

British Patient Capital also worked
on a ccliaboration agreement
with an international sovereign
investment company on potential
investment opportunities in later
stage funds focused on UK life
sciences companies.

Annual Report and Accounts 2021

The programme will co-invest

- alongside established venture

capital investors, making R&D-

intensive businesses and projects

a more attractive investment
prospect, helping the UK to
fulfil its potential as a science-
driven economy.

Supporting a wider choice
of debt finance

Our Start Up Loans programme
provides fixed-rate loans for

a particular market segment,
and our regional funds provide

" targeted debt capital for specific
. geographical areas. We address a
- more general lack of debt capital,

- and choice of both provider and

Announced towards the end

of the financial year, the £375m
Future Fund: Breakthrough will
help businesses that struggle to
access finance for long-term
projects that nead significant
research and development.

British Business Bank

" type of debt finance through two
. main interventions — BBI's

Investment Programme, which

- makes up a significant proportion
" of the Bank’s portfalio, and our

ENABLE programmes, which
provide wholesale funding to
finance providers.

british-business-bank.co.uk

The Investment Programme
supports non-bank and
challenger bank lenders. It made
13 investrments werth a total of

£345m this year, supporting its
goal of increasing the diversity
of finance available to smaller
businesses. This included three
commitments to asset finance
providers, one to a challenger
bank, two to FinTechs and seven
1o debt funds.

In October 2020, we announced
the largest facility to date within

" the ENABLE Funding programme:

a fourth financing round for Simply,

a non-bank smaller business

lender. In total, the four financing
rounds will provide more than
£230m of funding to smaller
businesses across the UK.
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Responding to Covid-19 — emergency
finance schemes

The Coronavirus Business
Interruption Loan Schemes

The national lockdown measures
put in place to reduce the spread
of Covid-19 presented many
smaller businesses with a cash
flew problem. Required to close
their doors to protect staff and
customers from the virus,
businesses either had to adopt
remote waorking or delivery models
or, in the case of close contact
services like hairdressers, were
left with no way to do business
until lockdowns began to lift.

Coronavirus Business
Interruption Loan

Programme Scheme (CBILS) Loan Scheme (CLBILS)
Offer Up to £5m in finance Up to £200m
for smaller businesses in finance for larger
with turnover of less businesses with
than £45m turnover of more
than £45m
Term Up to 6 years Up to 3 years

Of those smaller businesses that

i needed funding in 2020, 78%

said they needed it for cash flow
support, compared to 49% in 2019.¢

: The interruption 1o cash flow meant

that providers couldn't lend to the
affected businesses without taking

* on an unacceptable level of risk.

At the government’s request,

. the British Business Bank rapidly

launched and ran three debt
guarantee programmes to address

i this market failure: the Coronavirus

Business Interruption Loan Scheme
{CBILS), the Coronavirus Large

- Business Interruption Loan Scheme

{CLBILS) and the Bounce Back
Loan Scheme (BBLS).

Coronavirus Large

{term loans and
asset finance)

Up to 3 years (overdrafts
and invoice finance)

Interest and
lender-levied fees

28 British Business Bank

Paid for first 12 months
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Business Interruption

CBILS provided accredited
lenders with government-backed

' guarantees, reducing the risk to

lenders and allowing them to offer
businesses the finance they

' needed tc handle the interruption

caused by lockdown. The
government made a Businass
Interruption Payment, covering
first-year interest and fees on

- CBILS so businesses benefited

from no up-front costs and lower
initizl repayments, while BBLS

. offered a 12-month repayments

holiday, meaning recipients paid
nothing in the first year.

Bounce Back Loan
Scheme (BBLS)

Between £2,000 and
£50,000 for small and
medium-sized enterprises
(SMEs) and micro-
businesses

6 years with no
repayments for first
12 months

Paid for first 12 months
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We redeployed our UK Network
team during the first half of the
financial year, making use of the
finance and banking skills in the
team to accredit new lenders to
deliver these schemes. Thera was
significant demand from lenders, in
part because of the unprecedented
assistance that CBILS and BELS
could give their customers,
including the initial interest and
fee-free 12-month period.

These three schemes helped
around 1.7m businesses — maore
than a quarter of the UK's smaller
business population —through a
challenging time, with BBLS alone
supporting nearly 1.6m smaller
businesses. All three schemes
closed to new applications on

31 March 2021.

Annual Report and Accounts 2021

© The proportion of overall

! loans taken out in each of the

-~ nine English regions and three ‘
. Devolved Nations closely matched

their share of the UK business
oopulation. The North West

. reported the largest uptake of the
. CBILS and BBLS (11%) cutside
- London and the South East {34%),

followed closely by the East of .
England (10%).” We also accredited
the managers of the Northern
Ireland Growth Finance Fund to
utilise the CBILS guarantee,

enabling them to support local
smalier businesses struggling with
cash flow.

The Bank maintains close

~and constructive relationships
. with BEIS and HM Treasury.
- Collaboration with both internal

~ and external stakeholders, including
. existing delivery partners, was key
. tc developing and implementing

. the schemes successfully to
" provide emergency finance to
" smalier UK businesses.

British Business Bank

british-business-bank.co.uk

Business stories
Jennifer Young
Skincare

Delivery partner: Midven

West Midlands

Location: Newcastle-
under-Lyme

Programme:; Midlands
Engine Investment Fund

Staffordshire-based Jennifer
Young Ltd, the cosmstics and
skin care company, has
received new investment from
the Midlands Engine Investment
Fund {MEIF) West Midlands
Equity Fund, managed by
Birmingham-based venture
capital business Midven.

The company has developed

a range of products, with
particular emphasis on skin care
for those living with cancer. The
firm is set to use the funding to
grow its existing sales channels
and expand its offering to
international markets.

The company will also be using
the investment to build its team
and marketing function.
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In September 2020, HM Treasury
announced that, from T April 2021,
BBLS berrowers would have the
option of using ‘Pay As You Grow’
to extend their loan term, reduce
their monthly repayments, and/or
take a repayment holiday, to
support them to get back to
growth.

The Bank worked with delivery
partners, the finance industry andg
the government throughout the
year to protect taxpayers' interests,
including through counter-fraud
measures and a series of audits

of Covid-19 emergency finance
schemes, As we look ahead to the
future of the CBILS, CLBILS and
BBLS, aur priorities are:

- tc make sure borrowers are
aware of repayment cptions
under BBLS Pay As You Grow

— to ensure a smooth, efficient
and fair recovery process in the
event of defaults.

Annual Report and Accounts 2021

. Future Fund

As the financial impact of
lockdown rippled through the UK

t economy we began to see knock-

on effects, one of which was a
short-term decrease in venture

. capitai and equity investment ®

This is common in a crisis as

" potential investors don’t have
i sufficient information to value
~acompany.

. Itis now generally accepted that
" the period of reduced venture

and equity Investment following
the 2008 crisis led to a ‘lost
generaticn’ of promising start-ups.
Potentially groundbreaking

. oroducts, services, and business

models failled to progress because
early-stage businesses couldn’t

~acgess the investment they

needed to reach the next
milestone in their development.

The Future Fund was designed
to prevent Covid-19 from causing

! a similar loss by encouraging

investment funds and business
angels to continue investing in

i early-stage companies through

the pandemic. it did this by
co-investing alongside matched

! investments of between £125,000

and £56m in the form of convertible
loan notes.

Not only did the fund succeed in
maintaining investment, providing

. 1% of the UK's announced small

business equity deals last year,
but it also introduced an innovative

: rules and web-based application

process. This was received
positively by the market at a time
when travelling and meeting
investors was impossible.

30 British Business Bank
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The Bank has dslivered co- © As of 31 March 2021, 69 companies
investment programmes previously, ‘ had converted their loan notes into
but the Future Fund was on a far ‘ equity, and we will continue to
bigger scale. Drawing on our . manage closely what are ultimately
previous expertise to design the ' taxpayers’ stakes in these i
scheme, and outsourcing support ' businesses. i
for specitic IT development and to
provide a Nerthern Ireland-based
call centre, enzgbled us to bring the
Future Fund to market in time to . The Recovery Loan Scheme Business stories
make a significant impact. launched on & April 2021, followin

; i the alosure of BEE)LS, CBILS and " Bockatech

There is early evidence to suggest | | BILS on 31 March 2021, Itis e

that the scheme’s rules-based | scheduled to run until 31 December | Reg'?_rf _E_ia_,St of England
‘blind’ approach helped address

: 2021 and provides a level of Location: Oxford
some long-standing structural ‘

) ) : guarantee support that is more -
issues in the market, such as suited to the recovery period. B Programme: Future Fund

the typically-required ‘warm B
introductions’ which can
disadvantage underrepresented
communities of entrepreneurs.

- Recovery Loan Scheme

Programme Recovery Loan

As of February 2021, 78% of | Scheme

Future Fund funding had gone . Offer Up to £10m

to companies with mixed gender | in finance

senior managament teams and ‘ As g young compan
57% 1o those with senior Term Up 1o 6 years  eoh .

(term loans and Bockatech needed cash to

managament teams made up .
asset finance)

of people from different ethnic

develop its technology and
grow its business but was

groups, significantly overindexing | Up to 3 years wortried that Covid-19 would
compared to the market overall (overdrafts and hamper its ability to raise
The fund has provided valuable invoice finance) finance through private
market feedback and we will take investors. Using the Future
this into account in the design of Fund has instead allowed the
future schemes aligning to our B company to keep its projects
commitment to improve Social : B oing and take advantage of

factors under our ESG strategy. new business opportunities.

With many well-known brands
currently looking to reduce the
environmental impact of their
packaging, as well as new

Average facility amounts offered to businesses,
Covid-19 loan guarantee schemes

Coronavirus Coronavirus B governmental changes to
Business Large Business Bl regulations that will force
Interruption Interruption Loan Bounce Back [l more sustainability, there is a
Loan Scheme: Scheme: L.oan Scheme: receptive environment for

Beckatech's technelogy.

£240k £7.4m £30.4k B

Future Fund, Bockatech may
kave had to reduce or cancel
key development projects and
l  miss out on valuable
ll  opportunities.

British Business Bank british-business-bank.co.uk kY|
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2 What we have delivered:

Non-financial
ty

activi

84/100

the Bank’s independentiy-
assessad reputation score
amongst SMEs

Business stories

Leeds Community
Bakery

Delivery partner: The
Co-aperative Bank

Region: Yorkshire and the

Humber

Location: Leeds

Programme: BEcunce Back
Loan Scheme

Leeds Community Bakery, a
small sourdough bakery and
workers’ co-operative, was

forced to suspend trading in

32 British Business Bank

8 16%

year-on-year increase
in LinkedIn followers

number of reports
published

' Spring 2020 after suffering

a massive drop in sales from
wholesale customers due to

the pandemic.

When they began trading again,

their sales levels were a fraction
of those pre-lockdown and,
with continuing overheads

and uncertainty, they applied
for a Bounce Back Loan. This
provided a buffer and ensured
they had encugh moneay to see
them through.

The funding meant they could
pay wages and suppliers without
a problem or worrying toa much
about cash flow. They have been
able to create a safer and more
flexible workplace during the
pandemic while also providing
bread for emergency local
sommunity food parcels through
their Loaves for Leeds project.

british-business-tank.co.uk




Over the course of the
2020/21 financial year

the British Business Bank
became better positioned
to understand and support
smaller businesses and UK
business finance markets.

The Bank has grown in many
ways as a result of delivering the
Covid-19 relief schemes — as an
employer, as an equity investor,
and as an increasingly recognised
participant in the UK’s support
systemn for smaller UK businesses,
Our increased scale and profile
mean we can reach further and
bring more influence to bear -
not just by deploying finance, but
doing so in @ way that provides an
example for the market to follow.

British Business Bank
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. Our non-financial activity

consists of:

— demand response and
development, which improves
access to finance by building
awareness of finance options
amongst smaller businesses,
through online channels and
our field-based UK Network

- research, lo develop our
understanding of smaller
business finance markets,
identifying business needs and
market gaps, as well as 'what
works' In our delivery. We do
this through our regular market
reports, topic reports on specific
areas of interest and evaluations
of our programmes. We generate
traction for cur research through
active dissemination, including
via our UK Network.

Driven by our 'nen-financial’ Bank
objectives on demand — addressing
regional imbalances and being z

© centre of expertise —our non-
. financial activities complement

our financial programmes. Without

i research, we wouldn't be able to

design programmes to address

" specific market gaps and business

needs, or to advise the government

effectively. Without demand activity,

many businesses would never know
about the types of finance that
could bensfit them, whether
delivered by our programmes or
elsewhere in the market,

i R

QOur increased scale and
profile mean we can
reach further and bring
more influence to bear.

british-business-hank.co.uk

Understanding the market

Our research this year inevitably
reflected Covid-19, with the
pandemic-driven lockdowns behind
many of the dynamics we observed
in small business finance markets.

3 Alongside this, we also maintained

our commitment to publishing
leading research in areas important
to us and our stakeholders in the
markets and in government.

. This included new reports on
" entrepreneurship and diversity,

examined in more detail below,
and private debt. We also
published follow-up reports on

. business angels, and the
" performance of UK venture capital.

' We continued with our rolling
. series of independent evaluations

of cur programmes, evidencing

. what is most effective in our

delivery and enabling us to learn,
iterate and enhance the impact of
what we do. Reports we published
in 2020/21 were:

Market reports
- Small Business Finance Markets

~— Small Business Equity Tracker

Topic reports

" — UK Private Debt Research

- — UK Venture Capital

Financial Returns

, — UK Businass Angels

Market Report

— Alone, Together:
Entreprensurshin and Diversity in
the UK

~ Evaluations

- Midlands Engine Investment
Fund, Early Assessment

i — Cornwall and Isles cf Scilly

Investment Fund, Early
Assessmeant
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Tracking Covid-19

Our annual flagship markets
report, Small Business Finance
Markets, published in March 2027,
highlighted the cash flow
challenges for smaller businesses
brought about by lockdowns in
response to the pandemic. It also
revealed the increased scale of
gross bank lending, excluding
overdrafts, which rose to £104bn
in 2020 — 82% higher than in 2019
—driven by use of the Covid-19
emergency finance schemes,

Disruption to businesses was
clearly significant, with turnover
decline rates for businesses of all
sizes being over three times their
respective prior five-year average,
illustrating the severity of the
econgmic impact.

While it's still early to make a full
judgement, the report suggested
that the wide awareness and
uptake of the Covid-1? emergency
finance schemes hasn't necessarily
changed businesses’ attitudes to
finance in general. Awareness of
the range of funding options
available to smaller businesses is
still low, and they are stili generally
reluctant to take on finance.

34 British Business Bank
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The report also highlighted potential
challenges as business pricrities
shift from survival to recovery.
Twe-thirds of businesses surveyed
sald that they were not concerned

As with our successful UK Venture
Capital and Female Founders
report in 2019, the findings of

! Alone, Together tock on

about their ability to repay the Joans 1

they took out during the pandemic.
A separate third-party survey
commissioned by the UK Network
found, however, that 89% of finance

the smaller businesses they work
with were not well-equipped to
reduce their debt burden over the
next 12 to 18 months.

59%

of smaller businesses using the
Covid-19 emergency finance
schemes borrowed more than
20% of their turnover”

23%

of smaller businesses have
spent all their facilities'®

Investigating areas of
importance

We published a new topic report,
Alone, Together: Entrepreneurship
and Diversity in the UK, in October
2020. This report examines the
effects of ethnic and economic
background, gender and place

cn entreprensurial opportunities
and cutcomes.

british-business-bank.co.uk

. intermediaries were of the view that |

momentum and spread through
the market, making 2 significant
impact. For example, significant

" media covarage following the

report’s launch enabled a total
audience reach of 15.1m.

i The report exposes gaps in
' turnover, profit and business

success linked to ethnicity and

i gender. It also finds that economic
i background and location are
" critical to business success,

regardless of gender or ethnicity.

The UK Network, our research
" and networking group for financial

advisers and other intermediaries,
hosted 12 online roundtable

. events, one in each English Region
~and Devolved Nation, to share and

discuss the findings. Of the 240

. attendees, 95% said they would
i take concrete action as a result of

: We expect the impact of this
{ report to continue intc the next

the findings.

' financial year. The British Business

Bank's increased scale and public
profile put us in a strong position to

influgnce the market's action on

significant topics, including on
diversity and inclusion.

The findings of Alone,

Together took on
momentum and
spread through the
market, making a
significant impact.
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Responding to demand

The main area of our work that
faces businesses directly has been
demand generation, raising
awareness of the finance options
available to small businesses.

Many smaller businesses that
could benefit from finance don't,
simply pecause they don't know
what their options are, or because
theyre worried about using
external finance to support their
businesses because they do not
want to get into debt or give away
equity. Our 2020 Small Business
Finance Markets report found that,
pre-pandemic, /6% of businesses
would rather grow more slowly
than take on external finance.

To help address this we have
sought to build cur profile as a
trusted brand for smaller
businesses, in providing impartial
and credible information on
finance. Through initiatives like cur
online Finance Hub, alongside
digital and pay-per-click
advertising campaigns, we make
information about finance choices
more available and accessible,

Since our business model is mainly
indirect, with the Bank as a
wholesale provider (see ‘How we
work’, p12), our delivery partners
have historically been the faces of
our programmes, Businesses
benefiting from our interventions
dealt with a delivery partner and
might never have been aware that
the transaction was backed by the
British Business Bank. Perhaps
unsurprisingly, therefore, the Bank
was not a well-known name
amongst UK businesses prior to its
increased role during the
pandemic.

British Business Bank
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Smaller business reputation score

H12020

H2 2020

Change

76.6/100 84/100 +7.4

(strong)

" This year, our demand focus

changed dramatically. The part we
played in supporting businesses
through the pandemic has
significantly raised our profile and,
again because of the pandemic,
there has been no shortage of
demand for finance ameng smaller

. businesses. As lockdowns were put
~In place, demand for goods and
~services plummeted and cash flow
~ dried up, and even those who were
- previously reluctant to take on debt
! quickly understood that finance

i was necessary for survival.

This meant cur challenge this year
~has been responding to demand,
' not generating it.

- Enhancing our ability to
" reach smaller businesses

In order to be & credible voice

in providing guidance to smaller
businesses, we rely on both
awarensss of the Bank and a
positive reputation in the market.

. We commissioned Repirak to

. conduct a series of reputation

. survays to understand the effects
: of both our increased prcfile and
our shift in activity over the gourse
" of the financial year. RepTrak

' surveyed representatives of

‘ smaller businesses, financial
©intermediaries, banks and

government.

british-businass-bank.co.uk

{excelient)

Among smaller businesses, our

reputation score —a measurc of
. the connection people have with
~the Bank — has increased from
strong to excellent over the course
of the year. This result, which holds
for smaller businesses of all sizes
and in all sectors, means that these
businesses will be more fikely to
have confidence in our guidance
and products.

Meet the team

é John

Department: Guarantee and
Wholeszle Solutions

Location: Wakefield
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“CLBILS funding has been
critical to sustaining our
operations and we’re now
" optimistic that we can continue
providing young people with
unique and enriching

experiences for years to come.”

William Howarth, Chief Financial Officer, YHA

YHA of bookings caused its

cash reserves to run out.
(_England & Wales) i The organisation applied
successfully to the Coronavirus
Large Business Interruption Loan
Region: East Midiands . Scheme (CLBILS) for support.

Location: Matlock The additional funding it
received supported YHA over
the winter period and covered it
. against a further re-tightening of
restrictions. Without the CLBILS
Covid-19 restrictions introduced + 10an, YHA would have run into
in March 2020 meznt YHA had to ; liquidity issues, meaning selling
close its entire network of youth  one or more of its hostels below
hostels to guests. To remain | market value to generate cash,
operating the charity had to | with a knock-on impact on its
imp!emen‘( numerous cost- . ability to deliver its charitable
saving measures, but the lack | objectives in the future.

Delivery partner: HSBC

Programme: Ceronavirus
Large Business Interruption
Loan Scheme

36 British Business Bank british-business-bank.co.uk




Non-financial activity

Twitter

58%

Annual Report and Accounts 2021

Linkedin

76%

Year-on-year increase in followers

241%

148%

Year-on-year increase in engagement

{likes, shares, commaents, clicks)

Our online offer

Cur websites are the main channel
we own to communicate directly
with smaller businesses. As our
public profile increased and
became associated with the
Covid-19 emergency finance
schemes, it made sense that more
and more small business owners
would start to turn to our websites
for information about what to do.
This is illustrated by a threefold
increase in visitors to our main
corporate website.

British Business Bank

. We responded to this increased

; opportunity by making frequent
updates to our sites throughout
the pandemic as new information
became available. We also updated
our previously growth business-
focused Finance Hub to reflect
business owners new priorities.
Early in the pandemic, we rapidly
restructured the Hub to make it
intuitive and valuabte for users
locking for ways firstly to survive
and then to recover.

" We added extensive information,

" guidance and support on all the

: new Covid-19 emergency finance

; schemes coming to market and

. signposted to lenders, advisars

i and other crganisations in the

i finance ecosystem that were

¢ helping smaller businesses

' survive. These additions led to

" users spending 65% longer on
the site and viewing 42% more
pages on average.

british-business-bank.co.uk

Business stories
Nova Pangaea

Delivery partner:
Mercia Equity Finance

Region: North East

Location: Tees Valley

Teesside business Nova
Pangaea has developed a

new way to generate fuel and
chemicals from waste biomass.

Nova Pangaea's technclogy
processes non-food' plant
residues, such as sustainable
wood which can be blended
into petrol. The innovation offers
the potential to significantly cut
carbon emissions and reduce
reliance on oil.

The funding from the Northern
Powerhouse Investment Fund
will allow Nova Pangaea to fund
its operations through to IPO
which will enable the company
to scale up significantly.
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Non-financial activity

Business stories
Machine Labs

Region: Scotland

Location: Edinburgh

Programme: Future Fund

Machine Labs is a database
marketing platform which heips
small e-commerce businesses
on Shopify use marketing to
sell more of their products.
When the Covid-19 pandemic
broke cut, a series of critical
funding meetings in Silicon
Valley were cancelled. The
Future Fund helped Machine
Labs get through the Covid-19
outbreak and to take
advantage of the growth in
e-commerce caused by
traditional retailers having to
close or scale back.

Without the Future
Fund, we would have
been slowed down by
at least a year, and that
could have been fatal.

38 British Business Bank
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Find a Way campaign

This year, we ran ‘Find a Way', our
first mass market brand awareness
campaign. The campaign launched
in July 2020 to help businesses

i understand that we could support

them through the uncertainties of

Covid-1?2 and the UK exiting the EU.

Insights into the rapidly changing
media landscape told us that
during the pandemic smaller
business owners and managers
had significantly changed how

© they consumed media. As well as
- our tried and tested mix of digital
" and search marketing, Find a Way

made use of radic and digital audio
advertising channels and a media
partnership with a national
newspaper — all firsts for the Bank
- to enable us to reach more of

| these businesses.

Our varied content provided clear

information on finance options,

alongside a series of sponscred
articles based around our research

[ into the relationship between

mental health, working from
home, and work-life balance

- in the context of Covid-19.

It turned out these topics were
very much on the minds of the
business community: a post-
campaign effectiveness survey
showed that three in four people

 who recalled the campaign had

taken action as a result, and were
48% more likely to agree that the

| British Business Bank provides

helpful information.

. We will use the results from

the campaign to inform future
outreach and provide best

. value for marketing spend.

Number of visitors to the British Business Bank website”

Number of visitors, m

i3

L0

!
0.12 0.17
0 AR AN
2017/18 2018/19

11

2019/20

2020/21

* Includes legacy programmes. 2017/18 figure reflects post year restatement

british-business-hank co.uk



Non-financial activity

Don't Grow It Alone
campaign

Over three-quarters of smaller
business owners (76%) would

rather grow more slowly than take

on finance. Cur award-winning
sccial media campaign, 'Don’t
Grow It Alone’, aimed to change

this behaviour while increasing the

traffic to our websites and the
number ol loan enquiries.

The four-week campaign

followed four hypothetical smaller

businesses from 2020 to 2030,

using 3D rendered images and an
accompanying videc to show the
long-term effects of the different

business and finance decisions
they made.

The innovative, interactive

campaign content attracted plenty The programme s a first step

of attention. Supplemented with

targeted advertising, the campaign
led to a 310% increase in traffic to
our website, a 186% increase in our

reach on social media, and over
630 conversions.

Con't Grow It Alone received
nine industry awards, including
Best Use of Social at the Digiday

European Awards and Best Social
Campaign at the Public Relations
and Communications Association’s

City & Financial Awards.

British Business Bank
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. Our Don’t Grow It Alone

- campaign received nine

B
B

' Demand - improving business |
- outcomes through increased

industry awards.

P

i

- knowledge and skills

Through a new partnership

with the Open University, we
are now offering free courses
to help entreprensurs enhance
their business skills to increase
their likellhocd of success. The
programme includes courses on
how to start a business, what to
know when recruiting, and how
1o market a business effectively.

. beyond providing information
* for entrepreneurs to find and

reference, to proactively upskilling
and supporting a new generation

of business owners. It builds on
the foundation of the mentoring

- and support we already offer

antreprenaurs who take out
one of our Start Up Loans.

british-business-bank.co.uk

Region: North West

Business stories
Redwigwam

Delivery partner: Maven
OFTHE]

Location: Liverpocl

Programme: Nerthern
Powerhouse Investment Fund

Redwigwam, the UK’s leading
provider of fiexible workers,
secured investment from the
Northern Powerhouse
Investment Fund to fuel the
next phase of its expansion.
During the Covid-19 pandemic,
the number of workers on its
database surged following the
lockdown in March. The
investment from NPIF enabled
Redwigwam to strengthen its
senior management team

and invest further in its

tech platform.
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3 How we have delivered:

450 60%

Number of colleagues, Proportion of job offers of our Executive Committee

up from 352 in 2019/20 | made to internal applicants are female

Meet the team
Keira

Department:
Venture Solutions

British Business Bank british-business-bank.co.uk




Colleagues across the
British Business Bank have
pulled together like never
before this year.

Under huge pressure to set

up and deliver the government’s
emergency loan schemes, our
people showed great versatility,
flexibility and commitment to help
meet the needs of UK smaller
businesses.

Having met the challenge by
collaborating across established
team and departmental
boundaries and supporting one
another through a time of great
personal anxiety and prefessional
scrutiny, we will take forward the
positive aspects of the last year
to inform our future appreach.

British Business Bank
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Culture and engagement

In common with many other

' businesses, the Bank’s corporate
" culture has undoubtedly been

~ changed by the pandemic, with
the move to home working for

. most colleagues being the most

¢ significant upheaval aver the

last year.

The strong sense of shared
purpose that was already evident
befcre the pandemic has been
both maintained and strengthened

©in 2020/21.

“ In our most recent Employee

" Engagement Survey, covering

' the 12 months from April 2020,
our overall engagerment score

. increased from 83% to 85% year
+ on year. This places us seven

* percentage points higher than

the norm for financial services
organisations and nine percentage
points higher than the norm for the
public secter. 92% of colleagues
said they are proud to work for

the Bank, and 96% that they care
about the future of the Bank.

By R

]

Prioritising health and
- wellbeing

‘ The most significant challenge
facing the British Business Bank’s
pecple this year was caring for our
own health, safety and wellbeing

while simultaneously working at
" pace and transitioning to working
fram home.

We continued to provide additional
support tailored to the changes

- faced due to Covid-19. This helped

' our people understand and manage

their wellbeing, recognising the real

risks of isolation, changes to work/

| life balance and increased stress.

. Our wehinars, wellbeing sessions

and guides were used by a

| significant proportion of colleagues.

Through our annual leave buy and

sell policy, we doubled the number

. of holiday days that could be sold

. from five to ten, to take into
account increased workload and
tack of opportunities to take a
holiday during the year. We are also
allowing colieagues to carry over
holiday for the following two years.

85%

Our overall engagement
score, a two percentage
pointincrease year on year

The most significant challenge facing the British
Business Bank’s people this year was caring for our
own health, safety and wellbeing.

british-business-bank.co.uk
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Our people

P

Meet the team
Leah

Department: Finance

Location: London

Future ways of working

This year has changed the

world's understanding of what
normal working arrangements

look like, with many organisations
reconsidering long-held beliefs that
offices were essential to teamwork
and productivity.

The British Business Bank switched
from mainly office-based working
to fully remote working this year.
The change happened sharply,
under great stress and time
pressure, but the Bank
consequently developed large-
scale remote working capabilities.
While these have created
efficiencies, we are well aware

of the benefits of face-to-face
contact ~ including in recruiting
and cnboarding and potential
knock-on effects for collabaration,
wellbeing and sense of belonging.

42 British Business Bank
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A working group made up of
colleagues from across the
organisation is now considering

. the future of work at the Bank,

balancing individual flexibility
and group priorities and taking

+ into account the preferences

of ceileagues.
in 2021/22 and beyond, we aim 1o

— maintain the flexibility, creativity
and agility we developed to deal
with the challenges of this year

- strengthen the capabllities that
supported our rapid expansion,
s0 we remain well supported as
we continue to expand over the
next 1218 maonths

- ease the pressure our people
have had tc cope with
throughout the pandemic and
support everyone’s wellbeing.

british-business-bank.co.uk

Diversity and inclusion

The British Business Bank
champions diversity and inclusion,
both as a uniquely-placed market
participant with the ability to
influence others and in the way
that we manage ourselves.

We are continuously improving our
range of pecple policies and
programmes. These are designed
to support a diverse community
where talent is recognised and
nurtured, and colleagues feel
empowerad to be proactive in their
own develocpment. Some of our
activities aimed at increasing
inclusion and diversity are:

- We post on diverse job boards
aimed at women, LGBT+ and
ex-armed forces to maximise the
reach of our job adverts.

— All recruiting managers undertake
training in our recruitment
processes including making
recruitment processes inclusive.



Our people

— All our roles, where possible, are
open to flexible working

- We have an internal job
evaluation system which
considers the scope and the
breadth of each role irrespective
of the jobhelder. This means that
our internal bands are not
decided based on the person
doing the job (in which case the
system could be susceptible to
biases} but based on the content
of the job. |

- We test our yearly talent and
performance management
processes for representation
against the wider organisational
population.

Gender diversity and gender
pay gap

As part of our commitment to
addressing Social factors through
our ESG strategy, we publish data ,
on the Bank's gender balance and
gender pay gap once a yaar. Our
most recent data, reported on

5 April 2020, found that men and
wormen were paid equally for doing
equivalent jobs throughcut the
crganisation. The Bank employed
more men than women at all levels
of seniority, however, leading to a
mean gender pay gap of 8.4%.

This was an improvement on the
previous year (11%), with our
median gender pay gap remaining
at 18.3%. Our mean gender bonus
zap was 29%, and median bonus
gap 50%. We are addressing these
gaps through our approach to
develocpment and recruitment.
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Women in Finance
Charter commitment

By 2021, 50% of the British
Business Bank's Executive
Committee will be women
{within a 10% tolerance).

We will make cne member

of our senior executive team
responsible and accountable for
gender diversity and inclusion.

We will set ourselves targets
for gender diversity in our
senior management.

Progress

In March 2021, 60% of our
Executive Committee members
were women.

We made this the responsibility
of our Chief Executive,
Catherine Lewis La Torre.

We have set the following target:
By 2021, 40% of our senior

management team will be women.

On 31 March 2021: 450 colleagues

Female

42.7% (192)

Male

57.3% (258)

Executive Committee

60% )

40% )

Senior Leadership Team (SLT)

42% (8)

58% (1)

Senior management®

37% 8)

63% (138)

* SLT: CEC, Executive Committee and Managing Directors

1 Managing Directors, Directors and Senior Managers

We defined a new employee value
proposition in 2020, which outlines
what the Bank offers both current
and prospective colleagues and is

_ designed to attract more diverse

talent to the Bank. We work closely
. Cherter since March 2018 and are

| with both hiring managers and

' external agencies to create gender- | e :
; - fulfilling the commitments that

' balanced candidate pools when

British Business Bank

recruiting any new colleagues, and

british-business-bank.co.uk

diverse shortlists and interview
panels when recruiting for
senior roles.

We have been signatories to
HM Treasury's Women in Finance

making strong progress towards

" come with this.
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Our people

Meet the team

Adam

Department: British Business
Investments — Structured
Capital Solutions

Location: Huddersfield

A quarter of the job

offers we made were
to internal applicants.

h e
Lo
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Ethnic diversity

We value people from all

: backgrounds and believe that our
" inclusive culture helps us to attract,

retain and develop cur employees.

Ethnic diversity

10.7%

Asian/Asian British

3.3%

Black/African/Caribbean/
Black British

3.6%

Mixed Ethnicity

10.2%

Not known

712.2%

White

Stronger Together

In Summer 2020, when events

in the US prompted Black Lives
Matter demonstrations all over the
world, discussions about the British
Business Bank's stance on these
resulted in the colleague-led
formation of Stronger Together.

british-business-bank.co.uk

 Sponsored by the Bank's Executive

. Committee, it provides colleagues

l who belong to underrepresented
groups with a voice, and works

! towards improving diversity and

inclusicn within the Bank, both by

taking action itself and by advising
senior leadership.

The group consciously chose to
encompass all underrepresented

groups, rather than have individual
| networks, providing a template
for activity from which other
organisations might benefit.

i Through smatl but powerful
changes, such as encouraging
colleagues to include their
pronouns in their email signatures,
 Stronger Together has shown that
being present, visible and vocal
leads to colleagues having more
. confidence to voice concerns and
raise issues related to diversity
and inclusion.

- Stronger Together also helped gain
agreement for the Bank to sign

" Business in the Community's Race

at Work charter.

| Disability

" The Bank works with colleagues,
including those with disabilities,

1o adapt work practices where

| necessary in order to help them
work effectively and progress their
careers within the business. We are
a disability confidant employer as

i part of the UK government's
Disability Confident scheme.
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I

#¥  We have continued to
recruit throughout the
. pandemic, making 178 job
.. . offers and increasing our
, =—eemme | head count from 352 to

PSS 450 2020721,

Leadership | Colleague Forum

Our leadership framewocrk The British Business Bank's

helps us embed and suppert Colleague Forum is an internal

the development of leadership - body that represents colleagues
exceltence in colleagues at all i and acts as a constructive ally to
levels. This creates the conditions | the Bank's senior leadership. Made
for success now and for the i up of 12 representatives elected
development of future leaders ‘ from across the business, it

of our organisation. . engages with colleagues and keeps

- leaders informed about thelr views,

Recruitment and ' needs and priorities.

development As well as playing a major role in
We have continued to recruit . establishing the Stronger Together

throughout the pandemic, making  &roup, the Colleague Forum helped
178 job offers and increasing our set up a new Analysts Network to

head count from 352 ta 450 in enable better connections across

2020/21. The crisis also created the Bank and facilitated impgortant

demand for new skills as new ~ colleague feedback to shape the

products such as the Future Fund Bank’s future ways of working.

were developed, providing B Meet the team
opportunities to upskill, advance .

careers, and improve internal ; : Brltta
mobf\ity.Aquarter. of the job offers ; 8l Department:

we made were to internal applicants | B K Network team
—an eight percentage point increase | S ——

on the previcus financial year. Location: Drenfield

In the first half of the year, we
focused on upskiliing line managers
to support remote working. Later,
we expanded our high potential
talent development programme,
and included stretch opportunities
and mentoring,

British Business Bank british-business-bank.co.uk 45
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4 Enabling our delivery:

Operations,
controls and risk

£118.4m

total operating expenditure,
including £49.1m of Covid-19
scheme costs

Business stories

Delivery partner: Ada Ventures
Region: London
Location: London

Programme: Enterprise
Capital Funds

accreditations to deliver
Covid-19 loan guarantee
schemes

. R Grid is a flexible, purpose-built

© soluticn for clinical trials

. operaticns management and

~ patient engagement. It offers a
state-of-the-art, Al-powered,
cloud-software platform to
accelerate operations, advance
regulatory and quality assurance,
expedite stakeholder collaboration
and communication, and improve
data management, insights and
patient engagement. The funding
through the ECF prograrmme
enabled R Grid to apply its cutting-
edge machine learning technology
1o the inefficient clinical trials
space and hire the callbre of talent
it heeded for its important missicn.

writish-business-bank.co.uk

of colleagues completed
e-learning training




Foilowing the outbreak
of the pandemic, the Bank
swiftly added resources
and capability, alongside
appropriate changes to
its operations, controls
and risk management

to meet the demands

of a radically changed
economic environment
and operating model.

Throughout the year, we
responded actively to each

new development, identifying
challenges and strengthening our
ability to deliver as a responsible
publicly-funded institution.

British Business Bank
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Necessarily, the Bank's cost base

~significantly increased in order to

deliver the volume of finance
demanded by the Covid-19
emergency finance schemes.

- Maving forward, a key focus will be

consolidating and streamlining our

i operational footprint to manage
. our expanded portfolio.

In the second half of the year,
as Lhe government’'s emergency
financial schemes moved towards

. closure, we started to build ocut
. our processes and procedures for
i the long-term support of our now

sizeable guaranteed loan portfolio

" as weli as ocur core schemes.

Scaling up our operations
Making the Covid-19
schemes happen

The British Business Bank

: provides the government with

; unique and valuable services in

: economic downturnsg. While the

i specific nature and scale of the

! lockdown-driven economic

" disruption of Covid-19 was largely
~ unforeseeable, we did have in

place well-developed plans for
dealing with severe economic
shocks, allied to capable pecple

~and good governance.

" The implementation of these
large-scale schemes presented
- operational challenges that

- stretched the Bank. In each

i case, however, we had existing
©infrastructure and frameworks

to build upon.

We adapted existing guarantee
agreements to meet the
reguirements of CBILS, CLBILS

« and BBLS, including refining the
- eligibility criteria.

british-business-bank.co.uk

" We alsc accelerated our usual

programme launch process
through effective redesign of
the necessary procedures. This

~ creative thinking allowed us to

‘ make the schemes available more
quickly while still being aware of

- the need to make them robust

' and effective.

Throughout the delivery of the
Covid-19 relief schemes, the

. scaling of our operations went

alongside closer engagement with

i our key stakehoiders, including:

— the Department for Business,

Energy & Industrial Strategy
{BEIS) as our Shareholder

— HM Treasury

— our delivery partners, responsible
for providing the government-
guaranteed loans to businesses

— financial intermediaries.

fon

Meet the team
Warren

Department: UK Network team

Location: Woking
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Operations, controls and
risk management

Number of delivery partners
Delivery partners

250

200

Yog
107
100

50

2017/18 2018/19

Rescurcing delivery as the
Bank scaled up

The British Business Bank is a
specialist economic development
bank, with instituticnal expertise
developed over several years. This
kind of experience and expertise
isn't easy to replicate, or readily
availeble in the market. Because of
thig, the increased workload due to
scaling up at pace put cur existing
specialist colleagues and teams
under significant pressure in the
absence of equivalent additional
internal resource.

Our response was to lcok for
non-specialist financial and
administrative functions that we
could outsource, to free up our
own people to concentrate on
delivering the cutcomes only they
could deliver. At the same time, we
stepped up recruitment to make
sure we would be able to support
the Bank's increased scale on an
cngoing basis.

48 British Business Bank

. Activities we chose to outsource

~— payment and claims

* The Crown Commercial Service
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| Delivering scale through
technology

Alongside recruitment and
outsourcing, we implemented

" scalable technology and processes
to support our rapidly expanding
operations. A key example is in how
our relationship with our delivery
partners continued to evolve with

. the development of application

! programming interfaces (APIs) for
the Covid-1¢ guarantee schemes.

f Until this year, such first loss
guarantees were a relatively small
component of our business, with
no automation of data uploads
being required because volumes
~were low. The addition of the
Covid-19 schemes meant our
delivery partners would be
providing many, many more
" loans bhacked by government
guarantees, so we brought forward
, the development of APls to
automate the process.
— administrative work involved
in onboarding new delivery - The APls we have putin place
partners to deliver these ~allow us to receive and process
programmes i real-time bulk data uploads from
our delivery partners automatically,
reducing both their administrative
- burden and the risk of human error
that can be associated with large
volumes of manual data entry.

2019/20 2020/21

inciuded:

- app and web development,
including a calculation engine
and claim model for CBILS,
CLBILS and BBLS

reconciliation checking for
CBILS, CLBILS and BBLS.

procurement framework provided
a strong foundation to put
agreements in place guickly, and
we chose reputable outside
contractors with a good track
record of delivery.

We are reviewing our approach to
outsourcing as we enter the new
financial year, with a particular
focus on contract exits and
renewals, to minimise any risk of
suppliers becoming ‘locked in” and
to retain flexibility as contracts
come to an end.

british-business-bank.ca.uk



Operations, controls and
risk management

Strengthening operations !
and controls

We carried out an internal review
of our operational capabilities, to
determine the enhancement areas
that were key to consolidating the
operational growth the Bank has
experienced. These will be a
central focus throughout 2021/22:

— data management: the Bank now
needs to manage considerably
more data than in previous years,
so we will upgrade our data
management infrastructure

Annual Report and Accounts 2021

IT: after rapidly deploying new
infrastructure, such as
application programming
interfaces for our delivery
partners, we will consclidate
and strengthen our IT strategy

bty
“We implemented scalable
. technology and processes
to support our rapidly
' expanding operations.

i

outsourcing and supplier
management: after awarding
large new contracts this year,
we will prioritise strengthening
our outsourcing capsbilities aleng
the entire value chain, from our |
cverall outscurcing strategy to
the way we manage providers

risk management: while we already ‘
had effactive risk management
and control processes in place
before introducing the Covid-19
schemes, we will reinforce these
specifically around credit risk i
and fraud and financial crime.

British Business Bank
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:Operaticns, 1@
' risk management v

“We now have“thé backing we

need to grow our own-brand
range and tap into new markets.”

Slickers Doghouse market potential for a range of
high-quality, eco-friendly and,
Delivery partner: SWIG where possible, organic dog care
Finance praducts — most of which are
British made. Their £32,000
CIOSIF loan is supporting the
Location: Padstow development of more own-
_ — ! pranded Slickers products,
Programme: Cornwall & lsles wholesale and online sales
o Sailly Investment Fund | through website development,
the purchase of a commercial
embroidery machine and

Slickers Doghouse has }\
developed and provides its |

‘ dd attendance at major trade
own range ot ©og weér an . 08 shows, including Discover Dogs.
pharmacy products, including .

further £65,000 of |
branded dog slings and blankets, | urF er £65, O ot loar
" d cont . . | funding was provided by SWIG
skin and coat care reatments, | ginance 1o help Slickers build up

and hyg{ene drops and sprays. stock for growing wholesale and
The business was founded in .
| online orders.

2016 by Lisa Hope. who saw the
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Operations, controls and

risk management

Principal Risk
Strategic and
Business Risk
Financial

Risk

Operational
Risk

People Risk

Fraud and
Financial
Crime Risk

Information Risk

Legal and
Compliance
Risk

Reputational
Risk

Managing risk

By its nature, the British Business
Bank takes on risks that other
financial institutions cannot or

will not.

Example challenges 2020/21

The need to pivot the Bank from its
standard coerporate objectives to support
the government response to Covid

Potential impact on returns due to
macroeconomic uncertainty, with
particular concern on a range of
SME sectors

Significant growth in the number and
diversity of the Bank’s delivery partner
and supplier network within a short
period of time

Corporate stretch on colleagues as the
Bank scaled up its operations to
implement the Covid response schemes

Some characteristics of the Covid
emergency finance schemes increased
the potential for greater exposure to fraud
and financial crime

Significant increase in the volume and
complexity of data that the Bank is now
handling with the need to ensure its
confidentiality, integrity and availability

Onboarding new colleagues remotely
while needing to inform them of the
Bank’s ways of working, as well as
adhering to government guidelines and
applicable UK and EU law

Significant growth in the Bank’s profile
across all media channels, with much
greater interest in our operations

and managing risk. Robust risk

management has been one

- served us very well this yea

Annual Report and Accounts 2021

our objectives since the Bank was
established. Since then, cur risk
management framework has
proved to be effective —and it

]

Example mitigations 2020/21

Shareholder engagement to revise
KPls and active reallocation of people
to support revised workstreams

Regular monitoring of portfolio
performance and close engagement
with delivery partners to inform any
action required

Establishing an ongoing audit and assurance
programme across the delivery partner
netwark and implementing enhanced key
supplier monitering

Significant hiring of additional people

into the business, aiong with strategic
cutsourcing of some operational processas
and a range of wellbeing initiatives

Significant collaboration across government
and the delivery partner network alongside

the establishment of a dedicated fraud and

financial crime unit

Enhancement to our data portal, associated
processes and controls, supplemented with
strategic outsourcing of some operational
processes alongside hiring of significant
hiring of expert resource within the Bank

An enhanced induction programme for
new colleagues, alongside an established
policy suite and mandatory online
e-learning programme

Proactive engagement across all our key
stakeholders both within government
and across media channels

Invoived with delivering the Covid-19

emergency finance schemes. For

example, we elevated the risk of

' fraud and financial crime, to reflact

the increased significance of this
type of risk.

of

r,

The Bank exists to address failures
in small business finance markets.
Those failures often exist because
of circumstances that create
unacceptable levels of risk for
other banks.

This means we need to be
exceptionally good at assessing

British Business Bank

. allowing us to identify risks early,

apprise the government of
potential risks, and develop
appropriate operational responses.

Over the course of 2020/21, we

The table above represents
examples of the challenges we
Identified this year against each
principal risk category, and our
mitigating response to them. You

f can also find out more about our risk

updated our principal risk categories

to take into account the risks

british-business-bank.co.uk

management framework on p82.
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Operations, controls and
risk management

Business stories
Momentum
Bioscience

Region: Wales

Location: Cardiff

Programme: Fuiure Fund

Momentum Bioscience creates
innovative approaches, enabling
healthcare professionals to act
faster when cenfronted with
patients suspected of sepsis.
The Future Fund enabled
Momentum Bicscience to
restart the study put on hold
following the Covid-19
pandemic.

Without the Future
Fund, the pandemic
would have resulted in
our business stalling and
even going backwards.
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» High

Impact

Low

" Principal Risks Heatmap — as at 31 March 2021

Our Principal Risks

Strategic and Business
Financial Risk
Operationa! Risk

People Risk

Information Risk

Fraud and Financial Crime

Legal and Compliance

aoaaaoann

Reputational Risk

Low $ High
Likelihocd

Risk profile increasing Risk profile decreasin Risk profile stable
. P g

The above chart shows a snapshot of our risk profile as at the end of March 2021, Manitoring
and management of our risks is a dynamic process and as such our risk profile will change
periodically as new threats and opportunities arise, driven by both external and internal

' Managing risk in a Covid-19

context

After the government asked the
British Business Bank to deliver the
Coronavirus Business Interruption
Lean Scheme (CBILS) — closely
followed by the Coronavirus Large
Business Interruption Loan Scheme
(CLBILS), Bounce Back Loan Scheme
{BBLS) and Future Fund - our risk
management framework allowed us
to rapidly assess the risks associated
with delivering these schemes.

From the start, we recognised the
absolute necessity of the schemes,
without which millions of
businasses may not have survived
the pandemic, impacting
livelihoods across the UK. Our
challenge as a responsible public
body was firstly to understand and
articulate the risks involved as
rapidly as possible given the pace
of scheme set-up.

We then clearly communicated to
the government the risks
assoaiated with the schemes and
where delivering them would cause
us to deviate from our risk appetite.

british-business-bank.co.uk

~ factors, and as risk mitigation activities take place.

Across the schemes, the
government acknowledged our
reservations, but requested that
we proceed given the importance
of intervening in the economy
during the pandemic.

With this mandate, we went ahead
and delivered the schemes,
Implementing mitigating measures
and investing in cur infrastructure.
Given the scale of the Covid-19
emeargency finance schemes, our
risk profile has materiaily changed
compared to what it was pre-
pandemic. We will continue to
monitor and actively manage the
ensuing risks, working closely with
all relevant stakeholders in
government and industry.

We take this approach irrespective
of the fact that the schemes are
technically on BEIS's balance sheet
and therefore are not formally
reported in the financial
statements of our annual report.
More detailed information on the
Covid-19 emergency finance
schemes will be included in the
BEIS 2020/21 annual report.



Future outlook
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Future outlook -
areas of strategic
uncertainty

Alongside our principal
risks we take into account
key areas of strategic
uncertainty which we
consider could impact our
ability to deliver against our
priorities and objectives.

Economic uncertainty

There is a danger that credit, fraud
and investment losses, including a
large write-down of individual
investments, could have a material
impact on the Bank's ability to
meet its return target in 2021/22,
and/or its other objectives. While
we had strong financial
perfermance over 2020/21,
including significant unrealised
gains within our venture capital
portfolio, such future performance
is not by any means guaranteed.

British Business Bank

i Although we currently see

; Improvements in the UK economic
, outlook, downside risk remains

. given the potential for further

1 disruption due to Covid-19 variants,
" possible issues arising from the

" UK's withdrawal from the EU,

" emerging issues such as labour

+ and supply-chain shortages, and

other unknowns.

With regard to the Bank's own
activities, a significant number of
Covid-19 emergency finance
scheme facilities we have
supported have been made to
businesses in sectors significantly
hit by the pandemic. More
generally, we will need to continue

. working with stakeholders to
_Identify and manage fraud risks

around these schemaes.

* We also remain focused on
. building out cur core portfolic,

within which our exposure to single
companies is increasing through
co-investments made under our
venture capital programmes.

british-business-bank.co.uk

- Competing Priorities
i There may be times when we need
to re-prioritise some or all of our
expanded set of seven objectives
given impact, resource and budget
considerations, as well as evolving
government policy goals. In the
area of our new net zero ohjective,
for example, government policy will
continue to develop as action
accelerates to support climate
change targets.

" While we are operationally
independent, there Is always a
pessibility that changss to UK
government policy pricrities may
affect the Bank’s ability to deliver

. its existing business plan and

I objectives, whilst engaging with

i government to work through the

, implications of any such changes.
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2020/21 Financial
performance and

calculation of

adjusted return

The principle of the

adjusted return is to provide

a measure of financial
performance that includes
the programmes on both
the British Business Bank's
and BEIS’s balance sheets.

The Bank manages a number of
investments on behalf of BEIS
under a service agreement; these
include three regional funds, the
ENABLE Guarantee and ENABLE
Funding programmes, Enterprise
Finance Guarantee, BBLS, CBILS,
CLBILS and the Future Fund. We
also administer the assets and
liabilities included on BEIS's
balance sheet relating to these
programmes.

54 British Business Bank

The adjusted return calculation
adjusts the Bank's audited profit

" before tax, interest payable, finance

costs and the movements on the
ECF loan commitment provision;

and includes the net profit from the
. programmes that are managed by

the Bank on behalf of BEIS. The
return is also adjusted to eliminate
the volatility of ECF valuation

movements, which can significantly

distert the performance from year
to year, and to exclude the
performance of the Start Up
Loans programme.

british-business-bank.co.uk

in agreement with our

. Shareholder, the performance

of the four Covid-19 emergency
finance schemes managed by

~ the Bank have not been included
- in the 2020/21 adjusted retumn

calculation. We wilt continue to

1 work with the Shareholder to
" determine what measures

of performance for these
programmes should be

i incorporated into the adjusted
" return calculation in future

reporting periods.

The table cpposite lays out our

- active programmes in 2020/21. It
shows whether they are held on the

Bank's balance sheet and if they
contribute tc the Bank's financial

' performance measurement.
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calculation of adjusted return

Included on
the Bank’s
balance
Reporting British Business Bank — active finance programmes in 2020/21' sheet
Service activity:
Commercial activity: programmes conducted
programmes required Mandated activity: on behalf of HM
to make a commercial programmes funded by Government which
rate of return on HM Government on a remain on the balance
capital employed subsidised basis sheet of HM Government
Contributes  Investment Programme Enterprise Capital Yes
to our — British Business Funds (eguity)?
financial investments {debt)
performance Managed Funds {equity)
measurement
Regional Angels
Programme {equity}
British Patient Capital®
(equity)
Angel Co-Fund {equity) No
Regional Funds: Midlands
Engine, Northern
Powerhouse, Cornwall and
isles of Scilly Funds (debt
and equity)
ENABLE Guarantees {debt)
ENABLE Funding (debt)
Does not Start Up Loans (debt) Yes
contribute Corenavirus Business No
t? our. Interruption Loan
financial Scheme {debt)
performance
measurement Corcnavirus Large

Business Interruption
Loan Scheme (debt)

Bounce Back Loan
Scheme (debt)

Future Fund
{debt convertible to equity)

1 Active finance programmes are those where the Bank has committed or supported finance in 2020/21, and/or (as of end March 2021)
has the potential to undertake further activity in future. This table does not include the Bank’s legacy programmes, which were clesed
to new activity either prior to, or at the outset of 2020/21. Where they are on the Bank’s balance sheet, details of these legacy
programmes can be found in the financial staternents, beginning p120. Details of where the Bank has newly withdrawn from finance
programmes in 2020/21 can be found on pl48.

2 In calculating the financial performance measurement, appropriate adjustments are made to Enterprise Capital Fund financial
performance figures (see pld2 for further information).

3 In the financial statements in this Annual Report, British Patient Capital is referred to via its two constituent funds, called 'Venture’
and ‘Venture Growth' respectively — see pl46 for these details.
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Adjusted Programmes

British managed

Audited Adjustments Business on behalf of Adjusted
Year ended 31 March 2021 (£m) Accounts for SUL* Bank ple* BEIS*  Net Assets
Investment assets
BB! - Investment Programme 618.7 0.0 618.7 0.0 6187
BBl — Other programmes 622.2 0.0 6222 0.0 622.2
BPC (Venture/Venture Growth) 6659 0.0 6659 0.0 6659
ECF 3345 0.0 334.5 00 3345
Other Venture Capitat 38.4 0.0 384 841 122.5
ENABLE Funding ) 0.0 0.0 0.0 493.0 493.0
Wholesale and Guarantee 67 0.0 6.7 129 19.6
Start Up Loans 157.4 (107.6) 498 0.0 49.8

2,443.8 (107.6) 2,336.2 5%0.0 2,926.2
investment liabilities
Wholesale and
Guarantee Solutions 0.0 0.0 0.0 (40.4) (40.4)
ECF (1.0} 0.0 (141.0) 0.0 (141.0)

(141.0) 0.0 (141.0) {40.4) (181.4)
Net investment assets 2,302.9 (107.6) 21953 549.6 2,744.8
Other assets and liabilities
Cash _ 138.3 (4.) 134.2 0.0 134.2
Tangible and intangible assets i1l (0.2) 10.9 0.0 109
lLoans and borrowings (244.0) 107.6 (136.4) 0.0 (136.4)
Net other payables (63.3) 42 (59.1) 0.0 (59.1)
(157.9) 107.5 (50.4) 0.0 (50.4)

Total net assets 2,145.0 (0.1) 2,144.9 549.6 2,694.5

The column ‘Audited Accounts’ in the table above znalyses the investment assets and liabilities in the
Consolidated Statement of Financial Position on pi21 by business activity.

* Unaudited.
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Adjusted Programmes

Adjustments British managed
Year ended 31 March 2021 Audited for SUL and Business on behalf of Adjusted
(Em) Accounts ECFs*  Bankplc* BEIS* Return*
Investment income
BBI — Investment Programme 13.8 0.0 13.8 0.0 13.8
BBl — Other programmes 4.3 0.0 4.3 0.0 4.3
BPC - Venture/Venture Growth C.0 0.0 0.0 0.0 0.0
ECF 0.0 12.5 12.5 0.0 12.5
Other Venture Capital 1.2 0.0 1.2 0.0 1.2
ENABLE Funding 0.0 0.0 0.0 20.8 20.8
Wholeszale and Guarantee 0.0 C.0 0.0 0.0 0.0
Start Up Loans 26.2 (26.2) 0.0 0.0 0.0
Investment income 45.4 (13.7) 31.7 20.8 52.6
Management fee and other income 63.8 0.0 63.8 (69.1) 4.7
Grantincome 69 (6%) 0.0 0.0 0.0
SUL inter-co interest 0.0 1.3 1.3 0.0 1.3
(Gross operating income 116.1 {19.3) 26.8 {38.3) 58.5
Net investment costs
BBl — Investment Programme 47.6 0.0 47.6 C.0 47.6
BBl - Other programmes 54.5 0.0 54.5 C.0 545
BPC - Venture/Venture Growth 195.8 0.0 195.8 C.0 195.8
ECF n7 (1.7 0.0 0.0 0.0
Other Venture Capital 2.7 0.0 2.7 0.0 2.7
ENABLE Funding 0.0 0.0 0.0 0.0 0.0
Wholesale and Guarantee 0.0 0.0 0.0 (16.3} (16.3)
Start Up Loans (44.3) 44.3 0.0 0.0 0.0
Net investment costs 267.8 32.6 300.5 (16.3) 284.1
Net gain on write down of
repayable capital grant 29.7 (29.7) 0.0 0.0 0.0
Net operating income 113.5 (16.3) 397.2 (54.6) 342.6
Other operating costs
Staff costs (36.9) 2.8 {34.0) 2.7 (31.4)
Other costs (81.5) 14.2 (67.3) 46.4 (209)
Total operating expenditure {118.4) 17.0 (101.4) 49.1 {62.3)
Net operating profit before ECF
provisions and interest 295611 0.7 295.8 {5.5) 290.3
ECF derlvative gain (cash) 0.0 0.2 0.2 0.0 0.2
£CF permanent diminution in
value 0.0 47 47 0.0 4.7
Adjusted return 2951 5.6 300.7 (5.5) 295.2
Average capital employed 2,026.3
Adjusted return on average
capital employed 14.6%

The column ‘Audited Accounts’ in the table above analyses income and expenditure in the Consolidated
Statement of Comprehensive Net Income on p120 by business activity.

* Unaudited.

British Business Bank
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Overall results contributing
to the adjusted return for
2020/21

- Adjusted net operating income

{operating income minus
investment costs) was £342.6m.

~ We generated an adjusted net
operating profit of £290.3m.

- Net assets increased by £671.8m
to £2,694.5m.

Annual Report and Accounts 2021

Key drivers of financial
performance

! Ag an investment business

focusing on generating
appropriate risk-adjusted
returns on our capital investment,

i our financial performance is

dependent on a number of
significant items, including:

. — the amount of capital we have

committed and the time period
over which that funding is
deployed

— the underlying performance of

our investments and their ability
to make interest and debt
repayments

— over time, the ability to exit

Investments successfully and
make a capital profit

" - events impacting on the

macroeconomy. As has been
observed in 2020/21, our
performance can be impacted
by external economic factors.

The investment portfolio
| comprises a mix of investments
" which contribute towards meeting
- the Bank's overall strategic
" objectives. Some investments
earn a commercial return whilst
cthers generate a return which is
- below the market rate. It is the
performance of the commercial
[ investrments managed by British
Business Investments Limited and
British Patient Capitai Limited that
makes the greatest contribution to
the Bank's overall return.

Return on average capital employed, for core Bank finance programmes’

% Return

15

2017/18

2018/19

2019/20

% Target Return

14.6-.

2020/21

* Return numbers are consistent with the IFRS restatement applicable from 2018/19. Target figures are from each year's business plans.
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Adjusted return

Qur adjusted net income for

the year was £342.6m and our

net operating profit was positive
following a strong performance

of investments in the second half
of the year. Adjusted operating
expenditure was £52.3m, resulting
in a 14.6% return on average capital
employed, which is significantly
above the target return of 0.1%.

The year-on-year increase in
operating costs is in the context of
an expansicn of activities driven by
managing the Covid-19 emergency
finance schemes.

The profit before tax shown in
the Consclidated Statement of
Comprehensive Net Income is
£293.5m compared to a loss of
(£2.1m) the previous year. This is
primarily driven by two factors:

— anincrease in net gains on
investment assets, and

— a decrease in expected cradit
loss provisions.

Annual Report and Accounts 2021

2020/21 markets, portfolio

composition and valuation
impacts

Public markets have been volatile
since the beginning of the Covid-19

: related downturmn, initialiy showing
' declines, followed by recoveries
. as they reacted to the stimulus

from government interventions.
Historically, venture and venturc
growth investment funds’ valuation
movements in the private markets
have lagged those in the public
markets. This has been observed

. in previous periods of volatility

" and is due to the time difference
of reporting cycles, with daily

: market pricing in public markets
! compared with pricing that
reflects quarterly valuation

- events in the private markets.

The Bank's investment portfolios

are diverse in their size, sector and
exposure to risk. The nature of the
lending within the Amortised Cost
portfolio, particularly Start Up Loans
and peer-te-peer platform lending
(lending tc start-ups and migro-
businesses often without collateral),
are investments that are more

. vulnerable to the impact of the

+ economic downturn. The Fair Value
+ Through Profit or Loss (FVTPL)

. investment portfolio is more

. diversified with a wider spread

of investments ranging from early
stage start-ups to mid-market
corporates. The Venture and
Venture Growth investment funds
and ECFs have significant
investments in high-grewth early-
stage technology-led businesses
that have been relativaly resilient

to the impact of Covid-19. BFP Mid
Cap and the Investrment Programme

- are weighted more towards the
. traditional sectors of the econcmy

which have been more exposed to

~the impact of Covid-19.

British Business Bank
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i The valuation impact of Covid-19

[ on the Group's FVTPL investments
% gave rise to both gains and {osses

| during the year. The total net fair

| value movements for the year were
' £352.5m compared to the year to

- 31 March 2020 when total net fair

value movements were £73.3m.

This net impact reflects the

. nature and characteristics of

the porttolios. The Venture and

| Growth, UKIIF and Enterprise

Capital Fund portfolios, which
| in aggregate have a value of
£1342m, have besn relatively
resilient to the impact of Covid-19
i due to thelr significant exposures
to early-stage investments and
technology-led businesses.
Investments in the BFP Mid Cap
and investment Programme
portfolios, which account for
. £754m of value, have been more
. impacted as they are more
weighted to traditional sectors
of the economy such as retail
and hospitality. Notwithstanding
this, there have been net fair
value increases across all of the
portfolios across the Group.

Whilst the net fair value increases
t across the FVTPL portfolio have
_ been encouraging, we are aware
. that there is potential for future
. downward pressure on these
| valuations, including from
continuing Covid-19 uncertainty.
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Expected credit loss
provisions

ECLs are derived by applying
forward-looking economic
forecasts to estimate the future
performance of the lending
compared with the point-in-time
methodclogy applied in the
valuation of the FVTPL investments.
The ECL provisions incorporate
the Bank's best estimates of the
impact of the downturn on the
economy where relevant to
specific investments.

Amortised cost portfolio

Although there continues to be a
Covid-19 impact on the Group’s
Amortised Cost Investmants, there
has been an overall decrease in the
ECL provisions during the year of
£451m. £17.3m of this decrease is
due to a reduction in Post Model
Overlays that were applied at
March 2020 as a response to the
start of the Caovid-1? pandemic.
The Group's accumulated ECL
provision is £77.8m on a gross
amortised cost amount of
£540.0m.
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- Funding

We require funding to make

. investments and run our

operations. Depending on our
requirements these can be met
from our investment earnings, our
Shareholder or an external funder.

To fund our capital investments,
wa generally issue shares 1o our
Shareholder and utifise available

asset repayments. At 31 March
2021, the UK government held

" shares totalling £1,861m in British

Business Bank ple, comprising
the entire share capital of the
campany. During the year British
Business Bank ple issued £E364m
of additional share capital to the
company’s sole Sharenolder. As
at 31 March 2021, the Group had

" outstanding borrowing from the

At 31 March 2021, British Business
! Bank plc held £138,3m of cash

| balances. The Bank maintains
 sufficient cash balances to

- fund short-term investments

" and operational expenditure

. requirements. Most of these

. funds, £116.7m, are heid within

' the Government Banking Service
i to ensure that there is minimal

i cost to the Exchequer.

- cash from our operations, including

Nuclear Liabilities Fund of £136.4m. 3

The Group has made a loan to
BEIS which at 1 April 2020 had
a total balance outstanding of
£240.4m. During the year, BEIS
repaid the balance of this lean
in full which was applied by
the Group to meet its capital
commitments,

Our operating costs are funded
through investment inceme plus a
management fee charged to BEIS
for managing assets on its behalf.
Income received from this charging

mechanism was £63.3m in 2020/21.

british-business-bank.co.uk

Meet the team

Paul

Department: Bounce
Back Loan Scheme

Location: Wakefield
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Our assets

Qur programmes invest in a wide
range of products through private
sector partners, t¢ enable us to
achieve our objective of providing
greater volume and choice of
finance to smaller businasses. In
total we had £2,926.2m of assets
under management at 31 March
2021 comprising debt financing to
businesses of £1,803.3m provided
through BBI, Start Up Loans and
the ENABLE programmes, and
£1,1229m of equity financing
provided through BFC, ECFs and

other venture capital programmes.

British Business Bank
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" i During the year to 31 March
. 2021 we invested £80%.0m.
- This compriged £715.7m from
- the Group's own resources and
| £93.3m of funding from BEIS
into the ENABLE Asset Finance
" programme which the Bank

manages on its behalf. The
investment made by the Group
directly included £240.6m from
BBl's investment Programme,
£43.6m from its Managed
Funds programme, £168.1m

in Venture/Venture Growth

~and £82.3m in ECFs,

british-business-bank.co.uk

, We received capital and interest

. returns on our investments of

- £526.5m including £300.3m from
the Investment Programme and
£163.8m from BFP Mid Cap.

For many investments, we make
commitments to an investment
fund and the fund draws down
" cash as it is needed. This means
| that there is, generally, a delay
' between our investment
commitment and capital being
drawn. As of 31 March 2021, the
British Businass Bank Group had
further undrawn commitments of
: £1,710.6m to be invested across
its portfolio.
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The Directors present their

e
D I r Cto r ’ “annual report on the affairs
" of the Group, together with
the financial statements
and independent auditor’s

' report for the year ended
31 March 2021.

The Corporate Governance . — information on our employment - — information about the use of

Staternent is set out on p/0 and ! disability policies, gender pay i financial instruments by the

forms part of the Directors’” Report. gap, and our actions on | cormpany and its subsidiaries is

The following information required colleague engagement is in . given in note 2 to the financial

by the Companies Act 2006,and . the ‘Our Pecple’ section . statements.

referenced in this section, can be 1 ) o ! )

found in the following sections: - details of significant post- The Banl.< has chosgn to include

balance sheet events are linformation regarding future

— a description of the principal ~ contained in note 26 to the _ activities within the Strategic
activities of the Group during the ' financial statements | report as we believe it is better
course of this year is included in _placed there.

the Strategic Report

Meet the team
Carol

Department: Cffice
of the CEO

Location: London
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Directors
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Cusing the year the following individuals served as Directors. The process for appointment and removal of

Directors is set out in the Corperate Governance Statement found on p70.

Director Pasition Initial Initial Reappointment Reappointment
appointment appeintment effective date expiry
date expiry

Lord Smith Nan-executive 5 July 4 July 5 duly 4 July

Director and Chair 2017 2020 2020 2023

Neeta Atkar Non-executive 1 Jduly 30 Jdune 1 duly 30 June

Director and Senior 2016 2019 2019 2022
ndependent Director

Jonathan Non-executive 28 April 27 April 28 April 27 Jduly

Britton Director 2014 2017 2017 2021

Amanda Non-executive 7 December 46 December 7 December 7 September

Rendle Director; Workforce 2017 2020 2020 2021

Engagement Director
Piers Linney Non-executive 7 December 6 December 7 December 7 September
Director 2017 2020 2020 2021
Dharmash Non-executive 1 May 30 April N/A N/A
Mistry Director 2019 2Qee
Nathanie! Non-executive 1 March 28 February N/A N/A
Sloane Director 2020 2023
Jenny Knott Non-executive 14 December 13 December
Director 2020 2023

Ceri Smith Shargholder 29 October 13 November 9 August 18 April
Representative 203 2016 2019 20212
Director

Jamie Carter  Shareholder 19 April 18 April N/A N/A
Representative 20212 2024
Director

Keith Morgan  Chief Executive 10 December 31 August N/A N/A
Officer 2013 20201

Catherine Chief Executive 1September  TBA® N/A N/A

Lewis La Torre  Officer 2020

Patrick Magee  Executive Director 10 March N/A N/A N/A
2015

Philip Piers Executive Director  1May N/A N/A N/A
2021

" Jonathan Britton's reappacintment
expiry was extended from 27 Aprii 2021

to 7 July 2021

’ Ceri Smith stcod down as Shareholder
Representative Director on 18 April 2021

British Business Bank

on 19 April 2021

#Jamie Carter was appointed as
Shareholder Representative Director

* Keith Morgan resigned as CEQ
on 31 August 2020

british-business-bank.co.uk

S Until 31 May 2021 or until a permanent
appointment is made, whichever is

the longer

“ Philip Piers was appointed as CFO
on 1 December 2019 and as an Executive
Director an 1 May 2021
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Directors’ biographies

Lord Smith of Kelvin
Chair of the Board and Chair
of Nomination Committee

One of the UK's most experienced
Chairs, Lord Smith has led
organisations in the private,

public and voluntary sectors.

He is a chartered accountant by
profession and former President
of the Institute of Chartered
Accountants of Scotland.

He is currently Chair of M| ple,

Forth Ports Ltd, Scottish Enterprise

and the Commonwealth Games
Federation Partnership. He is also
Chancellor of the University of
Strathclyde,

&4 British Business Bank

Neeta Atkar, MBE

. Senior Independent Director

and Chair of Risk Committee

. Neeta has 30 years’ experience
in financial services, having held

a series of positions at both banks

~and insurance companies in the
private and public sectors, werking

across all aspects of risk.

i Neeta is a Non-executive Director

of Namura Eurape Holdings ple,
Nomura International ple, Nomura
Bank International ple and Nomura
Financial Products Europe. She is
also a Non-executive Director of

~Yorkshire Building Socisty. She
- chairs the Risk Committees for

both firms. She has been a

- magistrate for over 20 years.

british-business-bank.co.uk

N :

 Jonathan Britton, OBE

Independent

i Non-executive Director

Jonathan Britton has over

i 35 years  experience in banking,

spanning corporate, SME and
Investrment banking businesses.

A qualified chartered accountant,
he was Divisional Finance Director

. and Head of Strategy for the
Wholesale Division at Lloyds

Banking Group from 2009 to 2013,
and a Non-executive Director and
Chair of the Audit Committee of
ICIC Bank UK Ltd from 2011 to
2017. Jonathan is currently a

" Non-executive Director of Nomura

Europe Holdings ple, Nomura Bank
International plc and Nomura

" International ple. He is also

Non- executive Director of The
Charity Bank and The Salcombe

- Boatstore Lid.
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Jamie Carter
Shareholder

Representative Director
from 192 April 2021

Jamie is a Director at
UK Government
Investments where ha
leads the team managing
the government’s
shareholding in the Post
Office. As well as his
board role at the British
Business Bank, Jamie
was formerly a Non-
exacutive Director on the
Loard of the Royal Mint.
Pricr to joining UKGI, he
spent ten years at HM
Treasury where he
specialised in public
spending, including
being involved in several
spending reviews and
infrastructure policy.
During this period, Jamie
took a two-year career
break to work as a
Governance Specialist
at the World Bank based
in Jakarta.

~Jenny Knott

_ global investment banks,

~ corporates and charitable N
b A qualified lawyer,

i Piers has founded

. several technology

~and communication
businesses and has won a
' range of entrepreneurship

! years. As an investment

! banker, Jenny has served
- as CEQ, CFO and COO

; for UK and global

. investment banks.

~Jdenny is an NED

Annual Report and Accounts 2021

Independent
Non-executive Director
and Chair of Audit
Committee

Jenny has extensive
beard experience having
served on the boards of

crganisations for over 25

and Trustee of various
companies which
include QCA, a scientific
research charity for
female cancers, an
independent NED and
the Chair of the Risk

and Capital Committee
for Simply Health,

and an independent

- NED and the Chair
. of the Remuneration

- Committee of Gresham
~Technology ple.

- Jenny is & co-founder
. of FinTech Strategic

British Business Bank

Advisors, assisting clients
with their FinTech growth,
investment and adopticn

strategies.

* Piers Linney

" Independent

Non-executive Director

Piers Linney is an
entrepreneur and investor
with & professional
background in the City

in both law and

~investment banking.

awards, as well as

! appearing as an investor
¢ on Dragons’ Den. He sat
. on the Cabinet Office

- SME Panel and the
Board of TechUK.

british-business-bank.co.uk

: Dharmash Mistry

" Independent
Naon-executive Director

Charmash Mistry is an
experiencead venture
capitalist, entrepreneur
and Non-executive
Cirector.

He was previcusly a
Partner at Balderton
Capital and Lakestar,
involved in $1bn+ fund

! raising and investments
including Revolut, Infarm,
MessageBird, Lovefilm

- and Blockchain.com

i amoengst others. Prior to

- this, he was Group MD of
' Emap Consumer Media,
' where he co-led the

' delisting of Emap plo

' from the FTSE 100.

Dharmash sits as a
Non-executive Director
on the Board of Halma
PLC; BBC Commercial
Holdings Ltd (BBC
Worldwide) and is
Chair of blow Ltd.
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Amanda Rendle

Independent
Non-executive Director,
Chair of Remuneration
Committee, and
Director for Workforce
Engagement

Amanda has more than
30 years of marketing
and communications
experience in agencies,
with clients across
numerous sectors
including financial
services, professional
services and fast-moving
consumer goods. She
was HSBC’s Global
Head of Marketing for
Commercial Banking
and Global Banking
and Markets.

Amanda is 2 Non-
executive Director

for Tesco Bank and

the Government
Communications Service.
Sheis a Fellow of the
Marketing Society and

a member of Women

in Advertising &
Communications London.

66 British Business Bank

~ private sector for 25

- active in the soclal impact | | 4ustrial Strategy.
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Nathaniel Sloane ‘

i Independent i
' Representative Director

Non-executive Director

Nat worked in the

years as an entrepreneaur,
as management
consultant and venture

_ capitalist. He remains

an active investor in
alternative assets.

Since 2002, Nat has been

market. He co-founded
fmpetus Trust, the first
UK venture philanthropy

trust fund. He s a founder
" and the Foreign Office.

trustee of the Education
Endowment Foundation,
chairing its Finance and

Endowment Committee.

f'.‘ll J/
Ceri Smith
Shareholder

to 18 April 2021

. CeriSmithis a Director
! at UK Government

Invesiments whose
responsibilities include

. overseeing the British
{ Business Bank on behalf

of its Shareholder, the
Secretary of State for
Business, Energy &

He previously worked
at HM Treasury, the
Department for Businass

Responsibilities have
included advising on

. business finance,

" employment law, SME

taxation and developing
the Government’s
Enterprise Capital
Funds programme.

british-business-bank.co.uk

Lewis La Torre

' Chief Executive Officer

Catherine was
appointad CEC of the
British Buginess Bank,
on an interim basis, in
September 2020, having

- led the Bank’s commercial
~arm since 2016 as CEQ

of British Business
investments (BBI) and,
frorm Octaher 2018, CEO
of both BBI and British
Patient Capital.

i Prior to 2016, Catherine
" was Head of Private

Equity for Cardano Risk
Management, managing a
global portfolio of private

" capital investments on

behalf of UK pension
funds. She was previausly
Managing Director of
Paris-basad European
private equity investor
Fondinvest Capital, a
founding partner of
Nordic fund-of-funds
manager Proventure.
After this she established
a consultancy business
advising Sovereign
Wealth Funds and
Institutional Investors in
Asia, the Middle East and
the US on their European
private capital strategies.
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Keith Morgan
Chief Executive Officer
to 31 August 2020

Keith led the establishment
of the British Business
Bank from January 2013,
being appointed Chief
Executive Officer in
December 2013, He joined
the Bank from UK Financial
Investments, where he
managed the government’s
shareholdings in

Bradford & Bingley

and Northern Rock.

Previously, Keith held
senior roles at Santander
{Sovereign Bancorp US
and Abbey National UK).
Before joining Abbey,
Keith spent 17 years at
LEK Consulting, where he

was a partner specialising

in financial services.

Keith is a Non-executive
Director of UK Asset
Resolution Limited,
Bradford & Bingley pic,
NRAM Limited {(Northern
Rock Asset Management)
and serves on the Board
and Technical Committee
of the ICAEW Corporate
Finance Faculty. He is
also a trustes of Jephcott
Charitable Trust and The
Design Council.

British Business Bank
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Patrick Magee

Chief Commercial
Cfficer

' Patrick joined the British
\ Business Bank as Chief

. Operating Officer in

- October 2014, becoming
i CCOin October 2017,
with responsibility for

' Guarantee and

" Wholesale, Start Up

Loans and Venture
Solutions business
areas. As a member
of the government’s
Shareholder Executive,
Patrick had previously
led the team working
on the Bank's set-up
and governance and
represented the
government’s
Shareholder interests
on its Board.

~ Previously, Patrick spent
" 1B yearsin investment
. banking, including as a

managing director of
corporate finance at
JP Morgan Cazenove.
In May 2020, Patrick

became a Non-executive

Director of International
Biotechnology Trust plc.

Phil Piers
Chief Financial Officer

~ Phil joined the Bank in

' December 2019. He has

i more than 25 years’

. experience working in
corporate and investment
| banking businesses,

. leading multi-disciplined

' finance teams both in

' the UK and globally.

* A chartered accountant,

Phil was previously

CFO for Lloyds Bank
Corporate Markets and
started his career in
Valuations and Product
Controf with Morgan
Stanley, Lehman Brothers
and Barclays Capital.

british-business-bank.co.uk

, Elizabeth O’'Neill

i General Counsel and

F

Company Secretary

, Elizabeth joined the

Bank in February 2021

~as General Counsel and

Company Secretary to
the ple Beard, and

" General Counsel to

British Business Bank.
Prior to this she was
Head Legal Adviser
for the Medicines and
Healthcare products
Regulatory Agency
(MHRA).

Elizabeth previously
servad as General
Counsel and Member
of Executive Committee
for UK Government
Investments Ltd, and
Hezad of State Aid and
Commercial Law for the
Department of Business,

~ Innovation and Skilis.
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Directors’ indemnities

The British Business Bank has
granted indemnities to each of its
Directors in respect of all losses
arising out of, or in connection with,
the execution of their powers, duties
and responsibilities as Directors to
the extent permitted by law and the
company's Articles of Association.
The company provides Directors’
and Officers’ liabllity insurance.

Going concern

The Directors have assessed the
viability of the British Business
Bank and Group, taking account
of its current positions and the
potential impact of various
scenarios on its principal risks and
financial liabilities. The Directors
have a reasonable expectation
that the company will be able to
continue in operation and meet
its ligbilities as they fall due over
the course of the next year.

They continue to adopt the going
concern basis in preparing the
financial statements. Further
details can be found in the
significant accounting policies
notes in the financial statements.

Annual Report and Accounts 2021

Sustainability principles
The British Business Bank

" is committed to promoting

sustainability. Concern far the
environment and premoting a
broader sustainability agenda
are integral to our professional
actijvities and the management of

~ the organisation. We aim tc follow

and to promote good sustainability
practice, to reduce the
environmental impacts of all our
activities and to help our clients
and partners to do the same,

As part of its commitment to
sustainability, and as indicated in
the strategic report, the Bank has
a new corporate cbjective from
2021/22, to support the UK's
transition to a net zero economy’.
It is also developing its wider
Environmental, Social and
Governance (ESG) approach.

Concern for the environment and promoting
a broader sustainability agenda are integral to
our professional activities and the management

of the organisation.

68 British Business Bank
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Greenhouse gas emission
reporting

Scope of Disclosure

in line with legal requirements
under paragraph 15 of Schedule 7,
Large and Medium-sized
Regulations: the British Business
Bank reports its Scope 1(Gas) and

~ Scope 2 (Electricity) emissions
. based on its property portfolio,

and Scope 3 (Travel) emissions
based an employees’ rail and air
business travel.

The British Business Bank

. occupies four floors of office

space covering 3751m?. Reported
Scope 1emissions cover those
generated from the gas and oil
used in all buildings from which
the Group operates, with Scope 2
covering emissions from electricity.
The figures provided in Scope |1
and Scope 2 are estimated
emissions relating to energy
consumed in properties where the
landlord controls the supply and

* re-charges the company. Reported

Scope 3 emissions relate to
business travel undertaken by
colleagues using rail and air travel
that has been booked through our
corporate travel agent. These
resuits are summarised in the
table opposite.
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Greenhouse gas emission assessment parameters

Baseline year for total reported CO, Emissions

2016

Consolidation Approach

Operaticnal control

Boundary Summary

All facilities under operationa!l control

Emission factor data source

DEFRA (2016}

Assessment Methodology

The Greenhouse Gas Protocol revised edition (2004)

Intensity Ratio

Greenhouse gas emissions

Emissions per full-time employee (FTE)

2019/20 2020/21 Comparison
Scope CO, Scope CO, 2019/20 to 2020/21
{tonnes} (tonnes) (%)
Scope 1(Gas) 31 28 -10%
Scope 2 (Electricity) 138 91 -34%
Scope 3 (Travel) 120 36 -7C%
Total 289 155 -46%
Total per average number 1.56 0.3 -81%
of employees
e o This information is given and
Directors’ disclosure to should be interpreted in
auditors accordance with the pravisions of
Each of the persons who are a s418 of the Companies Act 2006,
Director at the date of approval of  approved by the Board of
this Annual Report confirms that: Directors
— so far as the Director is
aware, there is no relevant
audit information of which the
company’s auditors are unaware
— the Director has taken all the . .
steps that he/she cught to have Ca.therlne FeWIS ITa Torre
taken as a Director in order to Chief Executive Officer
make himsel/herself aware of 15 September 2021
any relevant audit information,
and to establish that the
company's auditors are
aware of that information.
british-business-bank.co.uk 69
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Corporate
governance
statement

The British Business Bank ple
operates a best practice corporate
govarnancs framework appropriate
to the arganisation. It complies with
the UK Corporate Governance
Code, other than in certain
provisions connected to relations
with our Shareholder which are
covered by the Shareholder
Relationship Framework Document,
or specifies and explains any
non-compliance in its Annuazl
Report. The Shareholder
Relationship Framework Document
is available on the British Business
Bank website.

The UK Corporate Governance
Code s available from the
Financial Reporting Council. The
Code acts as a guide to a range
of key issues to ensure effective
Board practice.

Apart from those set out in this
Annual Report, the Board is not
aware of any deviations from the
relevant aspects of the Code in
the period 1 April 2020 to 31 March
2021 insofar as it applies to the
British Business Bank.

Our Section 172(1) statement is
on p/2.
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- Our principal decisions

We describe below how the
-~ Directors had regard to key
- stakeholders when making

principal decisicns which were
material in the financial, business
and operational context of the
Group. Many key decisions this
year were in response to the
coronavirus pandemic and the
consequent government guidance
on workplaces, travel restrictions,
and social distancing. Delivering
new schemes to provide
government support to businesses
and the naticnal economy was a2
significant element of our business
activities in the period.

The Board made important
decisions about its compaosition,
appointing Catherine Lewis La
Torre as Chief Executive on
Keith Morgan's departure, and
appointing new Non-executive
Directors.

british-business-bank.co.uk

The British Business Bank
constitution consists of its
Articles of Association and
a Shareholder Relationship
Framework Document
between the British
Business Bank and the
Department for Business,
Energy & Industrial
Strategy (BEIS).

t Qur Board remained focused on its
governance, objectives and risks to
| the Group’s business throughout

' the year. Various key frameworks,

" control documents and core

processes were reviewed and
approved. Given the defivery of
the Covid-19 response schemes,
there was a strong focus on risk
management including the Group's
risk appetite framework and Risk
Appetite Statement. In addition,
the operations of the business
were a focal point so the Bank
could respond to government
instructions and directions in
delivering the additicnal schemes.

In 2021/22 the Board will focus on
the priorities described on p15 of
this document.
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Principal decisions
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Key stakeholders

1]

More information

The Board decided to meet
weekly for a pericd to address
the changing circumstances for
SMEs caused by the coronavirus
pandemic across the country.

All our stakeholders were
impacted by the speed and
volume of changes that were
made across the Bank, in our
range of products, and across
the economy.

More meetings ware held with
government to review the support
needed for SMEs and wider

business.

More DPs were accredited to
provide support to SMEs.

Having been requested by
government to deliver its
Covid-19 emergency finance
schemes, our Board, having
considered the risks and
uncertainties, sought and were
given instruction from the
Sharehelder before proceeding.

These decisions were essential in
aligning our objectives with those
of government. They also helped
us fulfill cur remit to provide
access to finance for smaller
businesses, including in times

of economic downturn. In

this instance, we additionally
provided access to finance

for larger businesses.

The new schemes included:

-~ Coronavirus Business Interruption
Loan Scheme

~- Coronavirus Large Business
Interruption Loan Scheme

— Bounce Back Loan Scheme
- Future Fund.

Details of these schemes can be
found on p28-31.

The Board took a number of key
decisicns in relation to Board and
Executive Team membership.

These included appointing a
new CEO and Non-executive
Directors.

These decisions on high-level
leadership impacted all our
stakeholders including our
relationships with government,
colleagues, delivery partners,
and the smaller businesses we
support across the country.

Jenny Knott was appointed

as a Non-executive Director and
Jamie Carter was appointed as
Sharehclder Representative
Director.

Catherine Lewis La Torre was
appointad CEQ, on an interim basis,
on 1 September 2020 to succeead
Keith Morgan. Judith Hartley
replaced Catherine Lewis La Torre,
on an interim basis, as CEO of the
Bank's commercial subsidiaries,
British Business Investments and
British Patient Capital.

" The Board expressed particular additional reservations about BBLS and the Future Fund, requesting and receiving Ministerial direction

to deliver these schemes.

British Business Bank
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Actions

— Introduced new schemes to
support smaler businesses and
larger companies during the
pandemic

— Raised awareness of available
support through campaigns,
including on digital and social
media channels

— More information on our
engagement, including our
Demand Development Unit,
can be found on p35.

British Business Bank
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Delivery partners
Why do we engage?

Qur delivery partners (DPs) are the
bridge between us and the smaller
businesses, and have a central role
in our business success. We rely on
their performance and conduct to
encourage private sector investment
as well as helping address regional
imbalances across the UK.

Priorities

— Ensure we have the right mix of
DPs offering a range of financial
products

— Ensure DPs are fit for purpese
with the right mix of capabilities
and capacities to be a trusted
partner.

Actions

- Modified partner accreditation
processes in agreement with
government and other key
stakeholders to accommaodate
the increased level of demand

— Enhanced our in-house teams
to support a significant number
of new DPs

— Scaled up and enhanced our
post-accreditation assurance
processes

~ Upgraded our IT interfaces
to support the DPs in more
effectively reporting their
activities and our in-house
teams in better monitoring
performance.

More information can be found
on our website.

british-business-bank.co.uk
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Government and Parliament

Why do we engage?

We are owned by the government
and as a state-owned institution
are accountable to Parliament
through the Department of
Business, Energy & Industrial
Strategy (BEIS).

Priorities
— Maintain the highest standards

of probity in administering
public funds

— Contribute to national economic
development

— Ensure our objectives, services
and products are consistent with
government policy and strategy.

74 British Business Bank
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Actions

| — Our policy and product

teams worked intensively with
government officials to agree
how we would deliver support
to smaller businesses during
the pandemic

- Qur public affairs team engaged
with Parliament, including by
supporting responses to
parliamentary questions, the
Public Accounts Committes,
Select Committees, and with
Ministers on delivery of
government priorities.

- More information can be found

- throughout the strategic report,

- including p28-29 with regards to
" engagement on the Covid-19

emergency finance schemes, and
p33 with regards to the provision
of evidence-led expertise.

british-business-bank.co.uk

Bank colleagues

Why do we engage?

Our colleagues are essential to
delivering our vision, mission and
strategy. Without their knowledge
and expertise we would not be
effective in what we do.

Priorities

— Address the challenges that
arose in working from home
during the pandemic

- Make colleagues know they
are valued and supported

- Support their work/life balance,
wellbeing and individual needs

— Retain the skills and expertise
we need to deliver our business
activities.
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Actions

— We facilitated flexible home
working to support colleagues
during the pandemic including
providing additicnal equipment

- We created access to additional
wellbeing support and activities

— As we made changes during the
pandemic we continued to seek
colleagues’ views through our
colleague forum, pulse surveys
and town halls

- We provided more opportunities
for internal career progression

- We moved our resourcing and
interviewing activities online.

More information can be found
on p4l on our engagement with
colleagues. Information on how
we supported our colleagues
during the pandemic can be
found on p41-42.

Suppliers
Why do we engage?

Suppliers help us deliver our goods
and services on time and to good
guality. This helps maintain value
for money and can bring innovative
sclutions that create additional
value.

Priorities

— Develop refationships with
suppliers that enable us to
effectively support new
programmes and increased
volumes

British Business Bank
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— Ensure our suppliers are aligned
to our policies including on
modern slavery and
environmental priarities.

Actions

— We increased the number
of suppliers to help us deliver
significantly increased volumes

— We worked closely with some
suppliers to develop sustainable
new systems and long-term
solutions.

More information can be found
 on p4%.

British
Business
Bank
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Role and responsibility of
the Board of Directors of
the company

British Business Bank ple is led

by its Board of Directors which

is collectively responsible for the
long-term sustainable success of
the Bank, generating value for its
Shareholder and contributing to
the economic deveiopment of the
economy. The Board is responsible
for establishing the company’s
purpose, values and strategy,

and satisfying itself that these

and its culture are aligned.

The Board's responsibilities include
understanding the views of the
campany'’s other key stakeholders.
Amanda Rendle, an independent
Non-executive Director, has been
appointed to be the Director for
Workforce Engagement.

As set out in the Shareholder
Relationship Framework
Document, the Board must have
no fewer than eight Directors
including six Non-executive
Directors. Independent Non-
executive Directors must make
up the majerity of the Board.

The Board is responsible
for establishing the
company’s purpose,
values and strategy, and
satisfying itself that these
and its culture are aligned.

76 British Business Bank

. Non-executive Directors,

* other than the Shareholder

- Representative Director, are

. independent for the purposes of
" the Code. Jamie Carter replaced

. Representative Director on

. Although several Non-executive

. conflicts of interest, the Board
. considers them to be Independent

Annual Report and Accounts 2021

. Directors ensure that the

Board and Committees have
the appropriate balance of skills,

, experience and independence

to enable them to discharge
their duties and responsibilities

. effectively. The Board considers
" that the Chair was independent

on appeintment and that all

Ceri Smith as the Shareholder

18 April 2021.

Directors have declared potential

in character and judgement and
therefore independent.

The Board reviewed the
Schedule of Matters Reserved

~for the Board in October 2018.

These include strategy and
management, company structure
and capital, financial reporting
and controls, risk management
and internal controls, approval
of major projects and comtracts,
communications with our
Shareholder, Board membership
and other appointments,
remuneration, delegation of
authority, corporate governance,
appointment of professionai
advisors, litigation and approval
of overall levels of insurance.

pritish-business-bank.co.uk

Our Non-executive Directors

! scrutinise the performance of

management against agreed
objectives. The Remuneration

" Committee is responsible for

setting appropriate levels of
remuneration for Executive

' Directers and other Bank

colleagues in consultation with

. our Shareholder. This is further
- explained in the Directors’
! remuneration report on p?0.

i The Chalr is responsible for leading

the Board and its discussions and

_ for encouraging open debate and
" challenge. The Chief Executive

leads the executive in the day-to-

. day running of the business and the
" implementation of strategy and is

" supported in this by the Executive

: Commitiee and the Senior

Leadership Team.

As an crganisation funded by

, taxpayers’ money, the Bank is
“required to comply with the

. principles set out In Managing
- Public Money.

The Chief Executive is the

, Accounting Officer. The

' responsibilities of the Accounting

1 Officer include responsibility for

: the stewardship of the Bank’s
resources.

The Senior Independent
" Director is Neeta Atkar. In this

role her responsibilities are to work
closely with the Chair, act as an
intermediary for other Directors

as and when necessary, and meet
with other Non-executive Directors
to review the Chair's performance
following the Board evaluation
exercise.
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Appointment and removal
of Directors

The Chair and the Senior
independent Director are
appointed in a process chaired

by a commissioner from the Office
of the Commissioner for Public
Appocintments in line with the
Shareholder Relaticnship
Framewcrk Document.

All newly appointed Non-
executive Directors undergo a
tailor-made induction programme.
In addition, regular continuous
development sessions are held
cevering topical issues.

Keith Morgan stepped down as

Lewis La Torre assumed duties as
CEO, on an interim basis, on
1 September 2020.

Information to the Board

The Board is supplied in a timely
manner with the appropriate
information to enakble it to
discharge its duties and any further
information is readily available to all
Directors. Since 2015 the Board
has received board papers and
information electronically, to
increase efficiency, confidentiality
and sustainability.

Board committees

The Board has established four
Board committees to ensure
robust and effective decision
making within the Group structure,
these are the Audit, Remuneration,
Risk, and Nomination Committees.
The British Business Bank

Board has approved terms of
reference for each committee
which detail their relevant roles
and responsibilities. Attendance at
committees can be found on p81.
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. Board and committee
" attendance

The table on p81 sets cut the
attendance of Directors since
1 April 2020 at each Board and
Board committee.

: Audit Committee

The Audit Committee was chaired
by Jonathan Britton. Neeta Atkar
and Dharmash Mistry were
members of the Committee during
the year. Jenny Knott joined the
Cormmittee in December 2020 and
took over as Chair on 1 April 2021.
The Chief Executive Officer, Chief

Financial Officer, Chief Risk Officer,
) . General Counsel, Head of Internal

CEO on 31 August 2020. Catherine . Audit, and a Shareholder
" Representative attend Committee

" meetings along with the external

auditors who are invited to attend

and report at all meetings. The Chair

of the Board attends the Committee
regularly. The Commitiee also
meets privately with both internal
and external audit.

Role

© The Committee’s role is

to review, monitor and make

. recommendations to the Board.

: This includes the status of the

i ‘going concern’ nature of the

' Bank, the integrity of its financial

" reporting, the financial statements,

issues and judgements, the
effectiveness of controls, and
overseeing the Bank's relationship
with the external auditor.
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' The Committee also has oversight
of the internal audit and audit
planning process of the Bank.

- During the financial year 2020/21,
the Committee considered:

— the Bank’s financial reporting
and controls processes including
the preparaticn of the
consoiidated accounts

— the accounting policies adopted
so that the Bank complies
with the applicable accounting
standards and presents
consoclidated accounts that
are true and fair

| — methods used to account
for significant or unusual
transactions where different
approaches were possible

! — the extent to which the

. Bank has complied with the
Shareholder’s financial
reporting requirements.

In relation to internal and external
audit, the Committee considered:

— the internal audit plan and review
of progress against this plan

- the findings of internal
i audit reviews

- group and subsidiary
| audit exemptions

' — the external audit
management letter.

In relation to governance and
other matters, the Committee
considered the Bank’s annual
Governance Statement to BEIS.
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The UK Cerporate Governance
Code requires the Audit Commitiee
1o make a recommendation on

the appointment of the external
auditor. However, the Sharsholder
Relationship Framework Document
specifies that the Bank is audited
by the Comptroller and Auditor
General through the National Audit
Office (NAQ).

The significant issues considered
by the Committee, with input from
the external auditor, during the
year included:

— methodologies and procedures
for determining assat valuations
and provisions, including the
Covid-19 response schemes

— significant accounting policies
— decisions and judgements

- the contents of the Annual
Report and Accounts.

Meet the team

Pauli

Department: Risk &
Compliance

Location: Rotherham
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matters to the Audit Committee's
attention in their 2019/20

. management letter relating to:

— the completeness and accuracy
of data used as input tc one of
the Group’s Expected Credit
Loss models

! — IFRS @ governance in relation to
the Expected Credit Loss models |

and investment valuations

— disclosures relating to areas

of accounting judgements and
estimates, particularly with
regard to sensitivity analysis.

. All of these issues were addressed,
" and their resolution discussed and

agreed by the Committee.

* Signed for and on behalf of the

Audit Committee

ekt

denny Knott
Chair of the Audit Committee

british-business-pank.co.uk

: The external auditors brought three

} Remuneration Committee

' The Remuneration Committee was

" chaired by Amanda Rendle. The

| other members of the Committee

* during the year were Ceri Smith
and Nathanie! Sloane.

' The Committee’s role is to set

i the remuneration policy for all

Executive Directors, the Chair, and

other members of the Executive

 Committee, including pension

‘ rights and any compensation
payments. The Committee sets the

" terms of the Long- and Short-Term

Incentive Plans and any incentive

schemes the Bank and its

" subsidiaries may run in line with

| the Shareholder Relationship

, Framework Document.

During the financial year 2020/21,
‘ the Remuneration Committee
considered:

' — the Remuneration Framewark
of the Bank

— annual confirmation to the
Shareholder on remuneration
commitments

— a review of the objectives
for Executive Directors and
members of the Senior
Leadership Team, and the annual
review of the remuneration and
reward strategy

— the annual pay review

- corporate performance ratings
and annual bonus
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— Short-Term Incentive Plan and
Long-Term Incentive Plan awards

— a review of the revised Long-
Term Incentive Plan

- a review of market benchmarks
for remuneration

— review of the equal pay audit
and publication of gender pay
gap data

— the Women in Finance Charter
and gender diversity targets

~ exemptions from public sector
pay guidelines

~ the approach tc remuneration
at British Patient Capital

- ad-hoc salary proposals for
Executive Committee members

- a review of the Committee’s
terms of reference.

Signed for and on behalf of the
Remuneration Committee

P e e

Amanda Rendle
Chair of the Remuneration
Committee
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| Other key areas of focus included:

. Risk Committee

The Risk Committee was

" chaired by Neeta Atkar. The other

members of the Committee during
the year were Jonathan Britton,
Piers Linney and Ceri Smith.

' The Committee’s role is to advise
" the Board on the key risks to the

Bank in delivering its objectives,
incliding whether the Bank is
operating within its risk appetite,

. and the appropriateness of the
~ Bank’s Risk Management

Framework (RMF). It reviews the
RMF taking account that the Bark
is in the public sector and not
regulated by the FCA/PRA’

Curing the financial year 2020/21,

" in addition to considering its ‘
' normal course of business matters,
given the pandemic and the role

played by the Bank, the Risk
Ceommittee focused additionally
on the following issues:

" - the impact of the delivery of

the Covid-19 programmes on cur
risk appetite

: — the impact of the growth of the

Bank's balance sheet and
delivery partner network on the
operational resillence of the
Bank's infrastructure

- the impact of change in financial

crime risk profile of the Bank

— the impact of the pandemic on
the Bank'’s people and the risks
arising both from absences and
from working from home

british-business-bank.co.uk

- considering the risks relating to
execution of the business plan,
including output of stress tests

- reviewing operational resilience

- reviewing the continued

applicability of the Risk Appetite
Policy and Risk Appetite
Statements for the Bank, British
Business Investments and British
Patient Capital

| — ensuring the approach to and

updates on Operational Risk,
Credit and Investmeant Risk,
Information Risk, Reputational
Risk, Change Risk and Market
Risk remained fit for purpose

i — receiving regular updates on the

key risks faced by our product
areas

i — reviewing the annual Monay

Laundering Officer’s report

i — considering the Bank's position in

relation to state aid

Signed for and on behalf of the

~ Risk Committee

NasArs

Neeta Atkar
Chair of the Risk Committee

* British Business Investments Ltd (BBI)
and British Patient Capital (BFC) are
registerad with the FCA and supervised
for anti-money laundering purposes.
See pB2 for more details.
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Nomination Committee

The Nomination Committee was
chaired by Lord Smith. Neeta Atkar
and Ceri Smith were members

of the Committee throughout

the year.

The UK Corporate Governance
Code requires that a majority
of the Nomination Committee
are independent Non-executive
Directors in arder to safeguard
the interests of shareholders.

Cur Nomination Committee does
not comply with this as the Chair
is considered independent only
on appointment and Ceri Smith
was appointed by the Shareholder
and therefore nat independent.
However, we believe our
Shareholder’s interests are
safeguarded as both the
Shareholder Representative

and the Chair are appointed

by the Shareholder.

Role

The role of the Nomination
Committee is to review the
leadership needs of the
organisation, consider succession
planning, and identify and
nominate Board members.

During the financial year 2020/21
the Committee considered:

- succession planning for
Executive and Non-executive
Directors and for members of
the Senior Leadership Team

- the appointment of Non-
exacutive Directors

— a review of Board Commitiee
membership.
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The Bank’s successicn planning
policy, approved by the Nomination

; Committee, focuses on:

~ the talent pipeline for the
leadership team

* ~ critical capability needs and

development planning to ensure
pipeline readiness

" — sharing talent across the Bank

to foster agility, collaboraticn
and shared outcomes

-~ performance and potential,

including personal aspiration and
ambition for career progression

— diversity representation as a
driver of inclusion, engagement,
innovation and continuous
improvemeant.

The Shareholder Relationship

+ Framework Document requires

the prior written consent of the
Sharehoider in the appointment or

i removal of a Director; appropriate

congsent was given in each case.

The Board is committed to ensuring
the diversity of its membership.

The Nomination Committee’s
duties include regularly reviewing

" the structure, size and composition

{inciuding diversity) of the Board and
making recommendations to the

i Board about any changes. Before the

recruitment process, the Committee
evaluates the balance of skills,
knowledge, experience and diversity
and identifies any gaps. Currently,
there are five women out of 13
Directors on our Board. This
represents 38% which is above

the government’s target of 33% to
be achieved by the end of 2020.

Signed for and on behalf of the
Nominaticn Committee

LAPFLA

Lord Smith of Kelvin
Chair of the Nomination
Committee

british-business-bank.co.uk

|
" Other committees

" The Bank has a number of

| management committees

; including an Executive Committee,
i an Executive Audit and Risk
Committee, investmeant
committees and a Product

- Development Committee.

Board performance

- An external evaluation was

| conducted in March 2020.

; The focus was on the role and
accountability of the Board, its

relationship with management, the

, Board culture, its performance,

" and Board gevelopment. The

review concluded that the Board

; and its committees were operating

* effectively. The report was

I accepted by the Beard and an

_action plan was implemented

" during 2020721,

: Conflicts of interest

| Each Director has a auty under

" the Companies Act 2006 to avoid
a situation where they have, or can

| have, 2 direct or indirect interest
that conflicts, or possibly may

! conflict with the company's

| interests, As part of our Conflicts

" of Interest Policy, the Bank has

+ adopted a formal procedure for

. disclosure, review and authorisation

! of Directors’ conflicts of interest.
This requires written disclosure of
any actual or potential conflicts of

- interest for all Directors and staff.
The procedure requires Directors
formally to notify the Chair or the

. Company Secretary as scon as
they become aware of any actual
operating processes, executive
selection and succession, strategy,
or potential conflicts of interest
with their duties to the Bank.
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In addition, they are required to

notify of any material changesto Political donations

existing or potential cgnflicts that The Bank has not made any

may havg been authorised b_‘/ the political donations or incurred any
Board. Directors and executives political expenditure in 2020/21.

are reminded to declare any
additicnal or arising conflicts
of interast at the beginning of
each meeting.

Attendance at meetings and committees

The table below sets out the attendance of Directors at Board and Coemmittee meetings in 2020/21:

Board Audit Risk Remuneration  Nomination
Total Number of Meetings 19 7 7 10 10
Chair
Lord Smith of Kelvin 19/19 - - - 10/10
Non-executive Directors
Neeta Atkar 18/19 77 7/7 - 10/10
Jonathan Britton 17/17 /7 77 - -
Jenny Knott 2/2 2/2 11 - -
Piers Linney 17/19 - /7 - -
Dharmash Mistry 17/19 7/7 - - -
Amanda Rendle 16/19 - - 10/10 -
Nathaniel Sloane 18/19 - - 10/10 -
Ceri Smith 19/19 - 7/7 10/10 13/10
Executive Directors
Catherine Lewis La Torre 5/5 - - - -
Patrick Magee 1919 - - - -
Keith Morgan 14/14 - - . -
Phil Piers” - - - - -
General Counsel and
Company Secretary
Shanika Amarasekara 15/14
Elizabeth O'Neill 2/2 - - - -

* Phil Piers was appointed a Director with effect from 1 May 2021

British Business Bank british-business-bank.co.uk
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Risk management
and internal control

British Business Bank
plc is committed to
ensuring high standards
of corporate governance
and is supported in this
by the Board of Directors
and Board Committees,
including Executive level
Investment Committees
for each subsidiary
which makes investment
decisions,

The Board has overall
accountability and responsibility
for the management of risk within
the Bank. Our Risk Management
Framework has been designed

to align to the size, scale and
complexity of the Bank and has
been benchmarked against cther
financial services institutions.

The British Business Bank does not
hotd regulatory capital and is not
regulated by the Financial Conduct
Authority (FCA) or the Prudential
Regulation Authority (PRA).
However, two of our commercial
entities, namely British Business
Investments Ltd (BBI) and British
Patient Capital (BPC) are
registered with the FCA and
supervised for anti-money
laundering purposes.
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BBI {FRN ©@30734) and BPC

t (FRN 930732) completed their

registrations on 11 November 2020,

Whilst registration with the FCA

i dees net require an entity to

somply with the FCA Seniar
Manzagement Arrangements,
Systems and Controls (SYSC), the
Bank is, however, subject to other

" applicablie laws and regulations.

We have policles and procedures
in place designed to ensure

" compliance with applicable

laws and regulations, including
Anti Money Laundering, Data
Protection and Freedom of
Information, and aspire to foliow
good practice where appropriate
and applicable.

As the Bank builds out its new
Environmental, Social and
Governance (ESG) strategy, as
highlighted on p16-=17, we will review
the applicable aspects of the
Bank's risk management approach,
including our Risk Management
Framework, to ensure ESG risk
factors are appropriately identified
and managed.

british-business-bank.co.uk

 Risk Management
- Framework

Our Risk Management Framework
(RMF) is a collection of tools,
| processes and methodolcgies that
' support the Bank in identifying,
assessing, monitoring and
controlling the risks it faces in
i delivery of its strategic objectives.

The RMF:

- demonstrates a clear link to the
overall strategy and business
plan of the Bank

-- outlines the risk management
vision and objectives, and the
approach for evolving the risk
management capability of the
Bank

|~ is reviewed on an annual basis
and, if required, more frequently
to reflect any significant material
changes to the business,
economic or regulatory outlook.

A discussion of how the Bank
handles its risks in relation to
financial instruments is set out in
note 24 of the financial statements.
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The RMF is subject to regular review

to assess its effectiveness within the |

Bank and has been updated over
the last year to reflect the evolving
operating model. In addition to an
internal review by the Risk and
Compliance function, the RMF was
subject to an independent external
review in January 2021, Both our
internal and external reviews have
concluded thal, fulluwing Covid-19,
due to the material increase in size,
scale and complexity of the Bank,
certain components of the RMF
require further enhancement.

The findings of this review were
presented to the Risk Committee
in March 2021. We have created
a prioritised action plan to
implament enhancements to the
RMF throughout 2021, which will
ensure that it remains robust, fit
for purpose, and will also deliver a
number of other business benefits.
The next review of the RMF will
take place in the fourth quarter
of 2021/22 financial year.

Key elements of cur RMF include
risk definition and categorisation,
risk appetite and risk governance.

British Business Bank

i and categorised set of risks that
* ensures a consistent application of ‘
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Risk definition and
categorisation |

Our RMF contains a clearly defined ‘

- our risk managament methedologies

and processes and a common risk
language across the business. it
provides a clear definition and
categerisation for our Principal Risks
and a number of underpinning risks
that aggregate to them.

As part of the annual review this
Risk Taxonomy has been reviewed

- for coverage end structure and

amended to ensure it is fit for

! purpose for financial year

2021/2022. It takes account of a

! material increase in the assets

under management, changes ic
the operating environment during
2020 and new planned product
developments for 2021. The
revised Risk Taxonomy was
approved by the Board in

March 2021.

Our Risk Management
Framework has been

_designed to alignto the
size, scale and complexity
- of the Bank and has been !
- benchmarked against '
“other financial services

~institutions. |

british-business-bank.co.uk

]

Risk appetite

The Bank's Risk Appetite
Policy acts as the link between

| overall business strategy, the Risk

Strategy and the Risk Management
Framawork by bringing strategic

| context to identified risks, adopting
' clear escalation criteria, and
. informing the processes for the

identification, assessment, control

and monitoring of risk exposures.

The Bank’s Risk Appetite Policy

" is based on the high-level design

principle that risk appetite
represents the level of risk the
Board of the British Business Bank
is willing to accept to deliver its
strategic objectives.

The Board uses the Risk

Taxonomy to set appetite against
our eight Principal Risks and the 30
underpinning risk types in cur

Risk Appetite Statement. As part of
the annual review, we have mads
some changes to reflect changes
within the business in the last

year. This includes material
changes to our risk profile

resulting from implementation and
operationalisation of the Covid-19
schemes which are closely
monitored by cur Board.
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The Risk Appetite Statement is as follows:

Principal Risk

Definition

Example categories

Example mitigants

Strategic and
Business Risk

Risk appetite:
Medium

The (residual) risks
of direct or indirect
financial losses
arising from a
suboptimal business
strategy or business
model and the risk
of failure to meet
internal and/or
public policy
objectives.

— Risk that the Bank has an
inadequate governance
structure.

- Risk that the Bank’s current
and planned products may
not meet business case
expectations.

— Risk that the Bank does not
meet its deployment or
commitment targets.

— Risk that the Bank is not
effective in meeting its
objectives.

— Both a clearly defined set
of objectives and a robust
governance model are in
place.

— New products are subject to
market assessment and new
product approval process.

— Regular review of our Key Risks
to Oblectives by the senior
team and Board Members.

— Agsessing the risks and
mitigants to meeting our
objectives during the business
planning process.

Financial Risk

Risk appetite:
Medium — High

84 British Business Bank

The risk of direct or
indirect financial
losses in on- and
off-balance sheet
positions as a result
of the failure of an
end borrower or
counterparty to
meet its obligations
in agcordance with
agreed terms or
that arise from
fluctuations in
values of, or income
from, assets orin
movements in
interest or exchange
rates or credit
spreads.

— Risk of end borrower
default, for example due
to poor trading, or defects
in the delivery process.

- Whilst the majority of
individual exposures to
end borrowers are small,
exposures to mid-cap
companies are typically
larger.

- Delivery partner default
or closure.

- Venture Capital is subject
to vintage risk, with the year
the investment was made
being a significant risk
factor.

— Concentration within one
industry or location creates
a portfelio that is subject to
greater risk than a more
evenly balanced one.

— The Bank makes material
losses due to foreign
exchange movements
through its investments.

— The Bank's investments are
subject to interest rate
fluctuations.

british-business-bank.co.uk

— Delivery partner selection
process includes robust due
diligence, agsessment of
underwriting and sanctioning
processes, and thereafter is
subject to portfolic monitoring
and regular review.

— The credit quality of exposures
is monitored closely.

— The Bank aims to continue
to invest throughout the
economic cycle, therefore
minimising the vintage risk.

- The portfelio is monitored
closely for concentration risk.

— The Bank conducts scenario
testing of exposures sensitive
to interest rate market
valuation or Foreign Exchange
movements.

— The Bank requires some
delivery partners to manage
market risk directly within the
terms of the investment.
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Definition

Example categories

Example mitigants

Operational
Risk

Risk appetite:
Low — Medium

The risk of direct

or indirect losses
resulting from
inadequate or failed
internal processes,
technalogy, supplier
management, or
frem external
events.

— Errors in executicn, delivery,

and processing.

— Failure of internal controls

O processes.

— IT and communication
system{s} failure inciuding
compromise through
malicious activity such as

a oyber attack.

— Damage to physical assets
or utilities disruption.

— The risk that the business
takes on too much change
or inadequately manages

current change
programmes.

— Risk that the Bank does not
procure, contract with or
manage its third party base

effectively.

- Errors identified during the
financial reporting process.

— Risk and Control Assessments
with functional teams are held
to assess risks and associated

internal controls.

— IT security controls.

— Cyber Essentials Plus

accreditation.

— informaticn technology
systems disaster recovery

testing,

- Operational Incidents

management process in place.

— Business Continuity plans and

incident scenaric exercises.

— Change function and Change
Programme Boards to manage
the growth of the organisation.

— Procurement and Finance

contract and invoice oversight.

— Impact assessment of
upcoming changes in
accounting standards.

— Robust internal and external

reviews during Annual Report

and Accounts production.

People Risk

Risk appetite:
Low — Medium

British Business Bank

The risk that the
Bank does not
attract, develop

and retain adequate
human rescurces to
meet its objectives
and/or does not
create a working
envircnment and
culture to motivate
and retain an
effective workforce.

— Rigk that the Bank does not
recruit, develop or retain
the right statf, skills and
talent to meet its objectives.

— Risk that the Bank does not
have a culture that supports
and drives appropriate
colleague behaviours and

decision-making.

british-business-bank.co.uk

— The Bank has a robust
recruitment process to

attract talent.

— The Bank has an established
reward strategy with the aim
to attract and retain talent.

— The Bank invests in ongoing

training and development for

its staff.

— Successicn planning in place

for the senior team.

— The Bank has an established

Code of Conduct to suppert

its culture and values.
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The Risk Appetite Statement (continued)

Principal Risk Definition Example categories
Information Information Risk — Breach of legal
Risk encompasses any

Risk appetite:
Low

Fraud and
Financial
Crime Risk

Risk Appetite
Very Low — Low

86
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compromise to the
information or data
8BB handles during
its creation, storage,
processing, transfer
or disposal (the
information
lifecyclel.

Risk that BBB does

not have effective

systems and internal

controls to prevent,
detect and deter
internal or external
fraud, bribery or
corrupticn or to
meet its legal
ohligations to
prevent, detect
and deter financial
crime, e.g. money
laundering or
terrorist financing
{including
cybercrima).

requirerents relating to
safe-keeping and disclosure
of information.

- Risk of business sensitive
information being leaked or
accidentally made available
in the public domain.

- Risk of inaccurate or
incomplete data processed
within the Bank's
operations.

— Information cwned by the
Bank is not available to
meet its business objectives
or fulfil its legal and
regulatery obligations when
requested by external
stakeholiders.

Example mitigants

Implementation of Business
Information systems and data
governance across the Bank,
including GDPR.

Information Risk Management
Framework in place supported
by policies and procedures
covering information security,
data protection, freedom of
information, information
classification and handling,
and IT acceptable use.

Mandatory staff training
programme covering
information security, data
protection, and freedom
of information.

Model Governance processes
to ensure data integrity.

- The Bank or its delivery
partners engage in or are
a party to Financial Crime
e.g. Money Laundering,
sanctions’ breaches, bribery
or corruption, insider
dealing and tax evasjon.

- Internal fraud by BBB
colleagues.

— External fraud perpetrated
against BBB including
cyber crime.

british-business-bank.couk

New customer onboarding
due diligence, e.g. KYC,
Sanctions screening etc.

In-life ongoing customer

due diiigence.

Suspicious activity reporting
procedure.

Close liaison with BEIS and
Cabinet Office counter fraud
network.

Regular interaction with other
fraud prevention organisations
e.g. CIFAS, NCIS, NCA etc.

Close liaison with Covid-19
emergency finance scheme
delivery partners on counter
fraud measures.

Bank empicyees are subject
to a Code of Conduct, annual
Compliance Declaration and
mandatory e-Learning.
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Principal Risk Definition Example categories Example mitigants

Legal and Risk of breaching ell  — Breaches of legal — New products and
Compliance applicable UK and reguirements in relation to programmes are assessed
Risk EU law, regulation, or public law or breach of against the appropriate

Risk appetite:
Low

standards relating to
delivery partners
and products which
exposes the Bank to
fines and penalties
as well as other
associated financial
losses.

government guidelines
appropriate to a non-
departmental public body.

Risk that the Bank is not
compliant with State aid
rules.

The risk that the Bank
operates in breach of
applicable UK and EU laws
and regulations, or the law
of any other jurisdiction
that is binding in the UK.

Risk that delivery partners
breach legal or regulatory
requirements.

regulatory environments.

— The Bank has a suite of

policies to direct governance,
e.g. Tax Policy, Procurement
How to Buy Guide.

— Regular dialogue with the

Shareholder State aid teams.

- Legal Team review of

transaction structuring.

- The Bank undertakes
extensive due diligence on
new delivery partners and
monitors existing delivery
partners and their
performance against
contractual requirements or
Service Level Agreements.

Reputational
Risk

Risk appetite:
Low ~ Medium

British Business Bank

The risk that the firm
will act in 2 way
which falls short of
external stakeholder
expectations and
causes reputational
damage.

The corporate actions of
the Bank fall short of the
expectations of our

Shareholder and/or staff.

The corporate actions of
the Bank orits delivery
partners create a negative
impression of the Bank for
the general public.
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— A Reputational Risk
Management Policy is in place.

— Active engagement with
external stakeholders,
continuous monitoring and
service agreements.

— The Bank undertakes
extensive due diligence on
new delivery partners and
monitors existing delivery
partners and their
performance against
contractual requirements and
Service Level Agreements.

— The Bank has a robust
Complaints Policy in place.

— Social Mediz Guidelines are
in place for colleagues.
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Separately, the Board and This assessad the unlikely but - We also assessed the unlikely but
Board Risk Committee review an plausiole lossas on our portfclio plausible financial losses arising
assessment of the quantification assuming a 1in 20 year downside ' from negative fluctuations in

of the monetary value of potential scenaric or macroeconomic : Foreign Exchange currency prices
downside risks of a severe downside scenario across the i and UK interest rates. All stress test
downturn against our Business various praogrammaes. For the loss outcomes were shared with
Plan excluding the Covid schemes.  financial year 2020/21, we have . our Shareholder.

utilised third-party economic 1
forecasts and reports in addition to
the Bank of England Stress Test for
the Bank's programmes excluding
the Covid schemes.

Risk governance

The British Business Bank risk governance structure is shown below:

British Business Bank Shareholder

British Business Bank Board

Executive Committee

Exgoutlve Au.dlt and L o 1 : Board Audit Committee =
Risk Committee . . RS o
S
<
Senior Leadership Team o R : internal Audit Function c
e
*
Ll

" Second line of defence .

'Independent objective

 review, monitoring and
-appropriate challenge of
the operation of the first

- linie of defence including
effectivenass of functions

' -in managing risk and the

~ associated mitigating
controls.
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The key principles of this model,
as illustrated by the opposite
diagram, are:

— The Board has overall
accountability and responsibility
for the management of risk within
the Bank.

— The Beard delegates specific risk
management roles and
responsibilities to the Risk
Committee, the Audit
Committee, CEQ, and the CRO.

— The CEQ is supported in delivery
of these responsibilities through
direct reports from the Executive
Committee and the Executive
Audit and Risk Committee.

— The CRO Is a member of the
Executive Committee and
Executive Audit and Risk
Committee and is also supported
by the Risk and Compliance
function in the delivery of their
respensibilities.

— The Risk and Compliance
function works collaboratively
with the product teams and
other central control functions.

— The Internal Audit function
operatas independently of both
the business and the Risk and
Compliance function, reperting
directly to the Audit Committee,
highlighting key areas of
weakness relating to governance,
risk management or internal
control.

British Business Bank
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The effective execution of the
risk management roles and

; respaonsibilities within the British
. Business Bank is enabled through

the adoption of the three lines of
defence governance model,
where the:

- First line of defence is
responsible for day to day
management of risk and cantrol.
Function heads have primary
accountability for the
performance, operation,
compliance and effective
control of risks affecting their
business area.

- Second line of defence is

meade up of an independent risk
managerment capability that
provides objective independent
review, manitoring, and
appropriate challenge of the
operation of the first line of
defence, including the
effectiveness of functicns in
managing risk, and the controls
fn place to mitigate any risks.

— Third line of defence provides
independent assurance of the
overall system of internal control,
with audits covering all aspects
of both first and second lines of
defence risk management and
control activity.

british-business-bank.co.uk

The Bank encourages a strong
. culture of risk awareness and
i transparency through robust risk
governance, clear accountabilities,
regular intranet updates and
in-house live and computer-based
; training.

Policies form an integral part of
managing risk within the British
' Business Bank. We have in place
an enterprise-wide set of policies,
framewocrks and procedures
covering the major parts of our
brusiness.

- They outline how we intend to
functicn, taking account of
regulatory or legal requirements
and industry best practice. Policies
are approved by the appropriate

© committees and communicated to

staff. Colleagues are also subject

| to the British Business Bank Code

| of Conduct and annual compliance

declaraticns.

Approved by the Board of
i Directors

0.2,

- Catherine Lewis La Torre
. Chief Executive Officer
‘ 15 September 2021
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Chair’s
foreword

On a personal level | have been
struck by the way that colleagues
at all levels and in all parts of the
Bank responded to the combined
challenge of working remotely
while delivering at pace the key
initiatives designed to support
businesses through the impact

of the Covid-19 pandemic.

In spite of the inevitable impact
on work/life balahce for many
colleagues, engagement levels
across the Bank remain high. The
additional support the Bank has
put in place in terms of colleague
well-being and supporting
remote-working has been weil-
documented in the ‘Our people’
section of this report.

The remuneration report is
divided into two parts:

1. Policy on Executive Girectors’
and senior management
remuneration.

2. Annusal report on remuneration.
This section outlines how the
policy has been applied and
includes details of remuneration
for the senior team.

90 British Business Bank

The role of the

. Remuneration Committee

The Committee’s primary role is

to provide robust, independent
governance for executive
remunearation, to ensure that reward
for the Bank's Executive Team:

- supports the Bank's long-term
business strategy and values

— enables the Bank to recruit,
mativate and retain talented
individuals with appropriate skills
and experience, and

— links executive reward to the
Bank’s performance against its
long-term business plan.

Our overriding aim is to ensure that
our reward package is competitive
in the commercial environment in
which the Bank competes for
talent, while remaining appropriate
to our responsibilities as a publicly
owned body. We alsc make sure
that our perfermance management
processes are fair and robust, with
a strong link between perfarmance
and reward, so that there is no
reward for fallure at any leve)
within the Bank.

british-business-bank.co.uk

- On behalf of the Board,

I am pleased to present the
remuneration report for the
British Business Bank for
the year ended 31 March
2021. Those sections of

the report that have been
audited by the National

" Audit Office have been

identified as such.

Key decisions taken by

- the Committee this year

As reported in the 2020 annual
report, Keith Morgan stepped down
as CEO of the Bank, and Catherine
Lewis La Torre was appointed as
CEQ with effect from 1 September

2020. The Committee determined

the remuneration package for
Catherine as CEQ, and agreed the
remuneration arrangements for

; Keith’s departure. Both decisions
" are reported mare fully in the main

body of the report.

In accordance with the rules of the

¢ LTIP, awards were assessed for the
corporate performance element

of the schemae over the three-year
cycle ending 31 March 2021, Based
on the performance of the Bank
against its Key Performance
Indicaters and taking intc account
various other considerations, the
Committee concluded an award
of 85% of the maximum was
appropriate. Further details of
awards of the senicr executives
are set out later in this report.
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Other key decisicns made by the
Cemmittee and recommended to
the Board during the year were:

- agreeing the remuneration
package for the appointment of
the interim CFQ to a permanent
contract of employment and as
a Director of the Bank

~ determining the pay-cut level
for the corporate elerment ol Lhe
Bank's Performance Bonus Plan
for the year ended 31 March 2021

— agreeing awards under the
personal element of the Bank’s
Long-Term Incentive Plan (LTIP)
for all members of the Bank’s
Executive Committes for the
vear endad 31 March 2021, and
the aggregate pay-out level for
all other colleagues

- satting corporate performance
targets and agreeing participants
for the LTIP Cycle 7

— changing the weighting of the
corporate and personal
measures in the LTIP to 50%
corporate and 509% personal,
as reported last year.

The median CEQ pay ratio for
2020/21is 8:1. While this ratic

is still very much at the lower end
of the range of ratios reported by
private sector organisations, it is
higher than the ratio reported last

year. This is due to the way that pay

arrangements for the outgoing and
incoming CEO must be reported
for the year, and in particular to
the inclusion of the full-year LTIP
awards for both incumbents, as
axplained elsewhere in the report.

British Business Bank
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: The first few months of the

financial year were a period of
intense activity for colleagues
across the Bank, as the Bank put
in place within a very short period
of time the series of short- and
medium-term lending programmes

it had been asked to deliver to

: support UK businesses through

. the worst of the Covid-19 crisis.

. During thig time the Cemmittee

- was fooussed on ensuring that

i colleagues were fairly and

. appropriately rewarded for their

" achievements, while at the same

' time being mindful of the impact

i the crisis was having on the Bank’s
~ other stakeholders, including

" delivery partners, and businesses.

The Committee agreed an increase
to selaries that was in line with
increases awarded elsewhere. [t
also agreed to the payment of the
personal element of bonus to most
colleagues in June, slightly earlier
than usual.

Other initiatives to support
colleague wellbeing and engagement
are mentioned elsewhere in this
report, including the launch of a
peer-to-peer recognition platform
("MyRecognition’), and a new
health cash plan during the year.

In accordance with the Executive
Committee’s own wishes, no annual
salary increase was awarded to
members of the Executive

- Committee, notwithstanding the

t very strong contribution made by

. that group both individually and

" collectively to the successful

' roll-out of the Covid-19

¢ programmes and the progress

. made against the Bank’s broader
strategic goals during the year.

british-business-bank.co.uk

The Committee exercised its
discretion under the withholding
~and recovery provisions of the
' Bank’s LTIP and STIP in respect
i of one former employee.

Looking ehead, the public sector
| pause on pay for 2021/22 means
i that no annual salary increases will
be awarded this year with the
exception of our most junior
colleagues. As the UK economy
recovers from the impact of
lockdown, the Bank’s remuneration
strategy is likely to come under
increasing pressure as we strive
- to attract and retzin talented and
~experienced individuals who might
otherwise work within the private
i secteor. This is critical to our ability
. to bring senior, experienced hires
~into the organisation at a time of
' rapid expansion, in respense to
. Covid interventions and increasing
complexity, which in turn is key to
the delivery of the ambitious goals
the Bank and the Sharehoider
. have around key policy areas
such as levelling up and net zero.
The Committee will keep the
remuneration strategy under
review to ensure that the Bank
is able to maximise the value of
its existing reward arrangements
whiie remaining fully within the
restraint expectad of it as a public
sector body.

i

- Amanda Rendle
. Chair of the Remuneration

. Committee
I
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Remuneration
policy report

Table 1: Remuneration policy

Element Operation, epportunity and performance framework
Base salary
Objective Base salaries are reviewed annually considering the nature of the role

To provide a competitive

level of pay sufficient to
attract and retain talent,
and reflecting the skilis

and experience required

for the role

and responsibilities. Roles are benchmarked against relevant comparator
organisaticns in the public and private sectors. The Remuneration
Committee also considers the external environment, the conditions and
pay of employees across the Bank and views of the Shareholder.

Any Executive Director salary increases in percentage terms will nermally
be in line with increases awarded to other colleagues but may be higher in
certain circumstances, such as where:

— there has been an increase in the scope or responsibility of an Executive
Director’s role

- a salary has fallen significantly below market positioning given the size
and scale of the Bank.

Long Term Incentive Plan (LTIP)

Objective
To reward colleagues in

leadership roles for their

personal performance
against objectives and

our values, as well as their

shared accountability
for the Bank's sustained
performance against
its strategic goals

92
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Fxecutive Directors and certain other senior executives are eligible to
participate n a Long-Term Incentive Plan (LTIP).

The LTIP operates as a series of three-year cycles. Objectives are set at the
beginning of each cycle and progress is reviewed by the Committee on an
annual basis.

Objectives are set in two categories: corporate and personal. The
weighting between these categories may be varied over time, at the
discretion of the Committee, considering the requirements of the business
and any relevant external factors. For the LTIP cycle beginning April 2G20,
the weighting is 50% to corporate targets and 50% to personal targets.
For earlier in-flight LTIP cycles, the weighting is 60% corporate and 40%
personal targets.

Caorporate targets cover rolling three-year periods and will generally be in
line with the Bank’s business plan objectives. The current targets for the
LTIP awards granted during the year and the threshold levels are set out
in the Annual Report on Remuneration and have no specific weightings.
Personal targets are designed to consider the specific responsibilities

of individual senior leaders in the Bank.

british-business-bank.co.uk
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Operation, opportunity and performance framework

Long Term Incentive Plan (LTIP) (continued)

The current incentive is a maximum cash award of 50% of base salary. In
the case of Executive Directors, awards are paid at the end of the relevant
three-year cycle. In the case of ather recipients of the LTIP, any awards in
respect of personal objectives may be paid after two years and the
corporate element after three years.

Recovery and withholding provisions apply for a period of seven years
from the start of the performance periced. The provisions apply in a range
of adverse circumstances, at the Committee’s discretion, including
financial accounts misstatement, significant failure of risk management,
regulatory censure or breach of policy and procedures.

If a participant’s employment within the Group ends before an award is
paid, the award opportunity is normally forfeit and lapses in full, although
there are exceptions that may be agreed by the Committee for participants
categorised as ‘good leavers’. The Remuneration Committee has ultimate
discretion over the payment of any awards, taking into account factors it
considers relevant including the overall performance of the Bank.

Annual bonus

Objective

To reward colleagues for
their perscnal performance
against objectives and our
values, and to enable all
colleagues to share in the
Bank's success

British Business Bank

All permanent colleagues who are not members of the LTIP participate
in the British Business Bank Performance Bonus Plan. The plan provides
an cpportunity for eligible colleagues to be rewarded for their personal
contribution during the bonus year, as well as to participate in the Bank's
corporate success over the same period.

Bonus payments are made up of a personal and a corporate element,
and are calculated as follows:

— The personal element reflects personal contribution during the year and
is determined by the performance rating agreed as part of the year-end
performance raview

— The corporate element is based on an assessment by the Board of the
Bank’s achievement against its strategic objectives during the bonus year.
This element represents a recognition of the commitment and effort that
colleagues coliectively have put inte delivering the Bank's objectives

— Individual award levels are calculated by reference to salary and vary
according to seniority. Colleagues must have worked for at least three
months of the bonus year.

british-business-bank.co.uk
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Table 1: Remuneration policy (continued)

Element

Pension and other benefits

Objective

To provide a range of
flexible and market
competitive benefits that
are valued and support
colleague wellbeing

To encourage planning for
retiremant and long-term
savings

Loss of office payments

Objective
To pravide fair but not

excessive contract features

Objective
To attract and retain
high-calibre senijor leaders

Colleague recognition

New Executive Director remuneration

Operation, opportunity and performance framework

The Bank contributes up to @ maximum 15% of base salary to its defined
contribution scheme or an approved personal pension scheme, subject
to a minimum colleague contribution of 3%. Colleagues below Executive
Director level who have reached their pension Lifetime Allowance may
alsc receive a cash-in-lisu allowance of 10%.

All colleagues benefit from health and wellbeing support through a
healthcare cash plan, income protection and an employee assistance
programme. Colleagues are able to buy or sell up to five days’ holiday, and
can select from a range of benefits including childcare vouchers and the
cycle to work scheme, through the Bank's ‘mylifestyle’ flexible benefits portal.

Benefits are reviewed annually to ensure they remain appropriate in light of

the Bank's public ownership and competitiveness in relation to the market.

The Bank does not offer any terms other than, where applicable, statutcry
redundancy for loss of office within service contracts. Executive Directors
and the senior team are an six menths’ natice either side. Provision may be
made for payment in lieu of notice, where this is deemed to be in the
interest of the business. Any situation will be considered by the Committee
on its merits.

Should an individual be considered a ‘good leaver under the LTIP rules,
an appropriate portion of their LTIPs may, at the discretion of the
Remuneration Committee, be retained. All termination payments are
subject to Cabinet Office Guidance.

Remuneration for any new appointments is determined in accordance
with the policy set out in this table. The same approsch will be taken
with respect to any internal appointments. The Bank does not offer
any sign-on payments.

Objective

To celebrate and reinforce
actions and behaviours
aligned to the Bank's
Values

94 British Business Bank

MyRecognition is an online recognition platform that facilitates recognition
between colleagues for actions and behaviours that typify the Bank's
Values: Collaborative, Committed, and Creative. A nominal financial
recognition can be awarded in exceptional cases, delivered in the form

of e-vouchers. All neminations are subject to line manager approval.

british-business-bank.co.uk
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Table 2: Scenarios chart: ranges for Executive Director remuneration

The following chart shows how
Executives’ remuneration cculd
vary according to performance

and assumes that the Directors are

employed by the Bank for a whole
financial year. The variable pay
element is measured over a three-
year period and is paid out after
tho ond of the third year, subject
to continued employment or ‘good
leaver status.

Notes

1. Minimurn = fixed pay only {salary and
current cost of benefits and pension).

2. Target = fixed pay and 75% vesting of
the LTIP.

3. Maximum = fixed pay and 100% vesting
of the LTIP.

4 Phil Piers was appointed as CFO and
a Director of the company with effect
from 1 May 2021. The illustrations here
show his remuneration at the date of his
appointment on an annualised basis.

External appointments

Executive Directors may be
invited to become Non-executive
Directors in other companies.
These appointments can enhance
their knowledge and experience
to the benefit ¢f the Bank. ltis the
Bank’s policy that Board approval
is required before any external
appcintment may be accepted

by an Executive Director. During
the year, Patrick Magee served

as a Non-executive Diractor at
International Bictechnology Trust
plc and recelved a fee of £28,000,
and Keith Morgan served as a
Non-executive Director at UK
Asset Resolution Ltd and received
a fee of £60,000 for the period

1 April-31 December 2020.

British Business Bank

£310,140

£418,641

£384,891
£342,863
283,641 . B9

100%

Minimum Target Maximum Minimum Target Maximum Minimum Target Maximum

£000
500 £476,015
£438,8%0
400
£327,515
LU 1009
£235,973 &
200 100% B
100
0
Catherine Lewis La Torre
W Fixed pay 8§ Variable pay

Non-executive Directors

The Chair and the Non-executive
Directors do not have service
agreements with the Bank. Non-
executive Directors are appointed
under letters of appointmeant which
provide for an initial term of service
of three years. The appointment of

" a Non-executive Director can be
* terminated by either party, giving

written notice. Any increases in
fees are subject tc Shareholder
approval. There is no provision for
compensation for loss of office.

The current dates of appointment
for the Non-executive Directors
are shown in the Directors’ report.

The terms and conditions of
appointment of the Non-
executive Directors are available
for inspection at the Bank’s

. registerad office.

british-business-bank.co.uk

Patrick Magee

Phil Piers

The fee levels paid to Non-
executive Directors reflect the time
commitment and responsibilities
and are approved by the
Shareholder.

The Board reviews the amount of
each component of the fees on a
periodic basis to assess whether
they remain compstitive and

appropriate in light of changes
_inroles, responsibilities or time

- commitment of the Non-executive
' Directors. In accordance with
commen practice, Non-executive

' Directors are reimbursed expenses

incurred in performing their role.

Table 3 sets out the key elements
of the Bank’s remuneration policy
for the Chair and other Non-
executive Directors.
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Table 3: Remuneration policy for Non-executive Directors

Element Operation, opportunity and performance framework

Basic fee — Chair

Remuneration is in the ferm of an  The Chair fee will be reviewed from time to time by the Remuneration
apnual cash fee, in line with Committee.
oractice in the UK

Basic fee —
Non-executive Directors

Remuneration is in the form of an Non-executive Director remuneration is reviewed annually by the

annual cash feg, in line with Chair and the Executive Directors. Any recommendations are subject

oractice in the UK 1o Board approval, with Non-executive Directors not voting on their
own remuneration. Additional fees are paid to the Senior Independent
Director and Chairs of the Audit, Risk and Remuneration Committees,
in recognition of the additional time spent on their committee
activities. This is in line with UK practice generally.

6 British Business Bank british-business-bank.co.uk
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Annual report
on remuneration

This part of the report
sets out how the Bank’s
remuneration policy has
been implemented during
2020/21, and has been
prepared in accordance
with Part 3 of Schedule 8
of The Large and Medium-
sized Companies and
Groups (Accounts and
Reports) Amendment
Regulations 2013.

Disclosures are also made in
accordance with the Companies
Act 2006. The Bank has complied
with the regulations where it
believes it is appropriate to do so.

Although the Bank is not subject

' to the variable pay cap introduced
. under the European Union Capital

Requirements Directive, variable
pay for all colleagues is within the
limit of 1 xsalary.

Table 4: Executive Director remuneration {(audited)

Single Total Figure of
Remuneration

Details of the total remuneration
paid to Executive Directors for

_each of the years 2019/20 and

2020/21 are shown in separate

. tables below.

Year ended 31 March 2021

Pension

Payments

(including

Taxable cash Total Long-term
Salary Benefits supplements) Fixed Pay incentive Total
B _ £000 £000 _ f£000 £000 £000 £000
Catherine Lewis
La Torre 173.3 0.4 17.3 191.0 104.4 295.4
Keith Morgan 126.8 } 0.1 12.7 139.6 699 209.5
Patrick Magee 213.8 0.8 214 236.0 872 3231
Total 9139 1.3 51.4 566.5 2615 828.0
British Business Bank british-business-bank.co.uk 97
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Table 4: Executive Director remuneration (audited) {continued)

Year ended 31 March 2020

Pension

Payments

(including

Taxable cash Total Long term

Salary Benefits supplements) Fixed Pay incentive Total
£000 £000 £000 £000 £000 £000
Keith Morgan 304.4 6.0 304 3348 8b2 420.0
Christopher Fox 235.0 0.7 0.0 237 67 2974
Patrick Magee 213.8 0.7 214 23569 735 309.4
Total 753.2 1.4 51.8 806.4 220.4 1,026.8

Notes

1. For the year ended 31 March 2021, Catherine Lewis La Torre's and Keith Margan's salary, pension and taxable benefits as shown in
the table show pay received for the period for which they were Executive Directors of the Bank, respectively 1 September 2020 -
31 March 2021, and 1 Aprit - 21 August 2020. As it was not practical to apportion LTIP payments in the same way. the figures in the
table reflect the total amounts that vested in the year

2. Long-term incentive payments relate to the three year period ending 31 March of the year being reported on.

3. Executive Directors are not eligible for annual incentive payments.

A.The Executive Directors receive death in service and illness income protection benefits which are non-taxable.

5. A health cash plan benefit was introduced on 1 July 2020 and is included under taxable benefits for the relevant portion of the year.
¢ The company did not make pension contributions for Keith Morgan but instead paid a cash altarnative to him.

7. Keith Morgan's pay for the period | September 2020-31 December 2020 is reparted separately under Payments to Past Directors.
8. Chris Fox ceased being a Director of the company on 31 March 2020

9. Catherine Lewis La Torre's pay for the period 1 April-31 August 2020 was split on an equal basis between British Business
investments and British Patient Capital, and is reported separately in their respective Annual Report and Accounts.

Considering performance

Performance assessment against KPls (shown in table &),
LTIP Cycle 5 matured on 31 March  the Remuneration Committee
2021, covering the three-year has determined that a corporate
period 1 April 2018 to 31 March performance pay-out of 85% Of
2021, Awards under the scheme the maximum award Is appropriate.

are based on bath corporate

performance (60% of the total
potential award) and personal
performance {(40% of the total

Table & provides a breakdown cf
the Long-Term incentive Plan (LTIP)
payments included in the single

. total figure of remuneration for the
potential award). year ended 31 March 2021

98 British Business Bank british-business-bank.co.uk
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Table 5: LTIP awards made to Executive Directors that became fully-vested during 2020/21

Potential Award Performance Actual Award
£000 Awarded £000
Catherine Lewis La Torre
Max amount: £000 19.7 -
Personal Performance 54.0 0% o 48.6
Corporate Performance 687 85% 55.8
Total Award 119.7 104.4
Keith Morgan
Max amount: £000 142.0
Personal Performance 59.8 0% 0.0
Corporate Performance 822 85% 699
Total Award 142.0 69.9
Patrick Magee
Max amount: £000 105.0
Personal Performance 420 80% 336
Corporate Performance 62.0 85% 53.6
Total Award 105.0 87.2
Notes

1. Far Catherine Lewis L.a Torre, who was not a Director of the Bank at the time of the original award, the personal LTIP award that
vested fully during 2020/21 is from LTIP Cycle 6, and relates to the 2019/20 performance year. For Keith Morgan and Patrick Magee.

the personal awards are from LTIP Cycle 5, and relate to the 2018/19 performance year.

2.1n all cases, the corporate LTIP awards that vested fully during 2020/21 are from LTIP Cycle 5, and relate to the three-year periocd

ending 31 March 2021.

LTIP Cycle 5: assessment
against corporate
performance measures

Table & sets out the targets

for the three-year perind ending

31 March 2021, together with the
Board’'s assessment of the Bank’s
performance against those targets.
This assessment formed the basis
of the Board’s determination of
the corporate element of for this
LTIP Cycle.

British Business Bank

The Board noted the significant
impact of the pandemic on the
Bank's activities during the final
year of this LTIP Cycle, and
concluded that it was appropriate
to apply a degree of discretion to
its assessment of performance
against the original targets, taking

" a pragmatic view of the Bank's

- achievemant across the Cycle.

~In particular, the Board agreed that
. the final year had been exceptional.

british-business-bank.co.uk

In forming its view, the Board drew
on evidence frem the National Audit
Office and several parliamentary
committes appearances. The Board
felt that the Bank had managed key
stakeholders well and had been
quick to respond to the demands

of the Treasury and BEIS to support
businesses through the crisis,
challenging where appropriate.
Although the Stretch target for

KPI 1 was narrowly missed, all other
Stretch targets were eithar

" achieved or exceeded. The Board

therefore decided that, on balance,
an award of 85% of the maximum
was appropriate.
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Table 6: Original KPI targets, revised targets and actual outcomes

(LTIP Cycle 5 corporate performance)

Objective
1. Increase supply

Key Performance indicator

£8.5bn: Missed
stretch target

Value (£bn) of stock of finance
supported through the Bank's
programmes by end March 2021.

94 5%:
Exceeded
stretch target

2. More diverse
finance market

% of finance supported through
smaller providers {non-Big &’
bariks) by end March 2021.

Actual threshold

Lower
_Stretch  Challenge
£6.5bn £8.7bn £3.6bn
87% Q2% Q6%

3. Regional Performance over 2018/19 will

be measured against a qualitative
report provided by the Executive.
This approach may be refined for
2019726 and 2020/21.

4. Better provision Balanced scorecard measure,
of information  showing an average of green
across each year in the plan.
Each year to be measured against
the following five elements:

Achieved
stretch target

a. Effectiveness of buiiding
awareness of the Bank
Achieved

b. Measures relating to the use
stretch target

of the Business Finance Guide

¢. Measures relating to the use
of the Finance Hub

d. Measures relating to the
regional manager network

e. Impact on SME population’s
awareness and behaviour

overall score

Performance against this KP{ will
be assessed by the Remuneration
Committee at the end of each
financial year and aggregated
over the three years to give an

Amber/

green (2) Green (3)

Green {(4)

Performance against this KP{ will
be assessed by the Remuneration
Committee at the end of each
financial year and aggregated
over the three years to give an
overall score

5. Centre of Performance over 2018/19
Expertise will be measured against a
qualitative report provided by Achigved
the Executive. This approach stretch target
may be refined for 2019/20
o 7 and 2020/21.
6. Manage Adjusted return on capital o .
) 14.6%:
taxpayers employed {net of temporary
. ) Excesded
resources fair vatue discounts by end challenge tarset
__ efficiently March 2021, Be e
100 British Business Bank british-business-bank co.uk

2% 2.4% 3%
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LTIP Cycle 5 and 6:
assessment against
personal performance
measures

The figures included in Table 5

above reflect the personal element

of the LTIP Cycle which vested
fully in the reporting year. For
Keith Morgan and Patrick Magee,
this was LTIP Cycle b, tor which
performance was assessed
against personal performance

for the performance year 2018/1%,

For Keith Morgan, the Chair, the
Committee and Keith agreed that
a personal performance award

would not be made in respect of
LTIP Cycle 5. For Patrick Magee,

- performance for the performance
D year 2U019/20. Catherine’s personal
. performance was assessed as

Annual Report and Accounts 2021

il

the Committee concluded that

" Patrick's personal performance for . Non-executive Director

+ 2018/19 was ahead of target and
. awarded 80% of the maximum.

remuneration

Non-executive Directors receive
. remuneration in the formof a
| fee, Details for each of the years
- 2019/20 and 2020/21 are shown
intable 7.

For Catherine Lewis La Torre, the
figure included in Table 5 reflects
the personal element of LTIP
Cycle 6, for which performance

was assessed against personal ; .
& P . The base fee for Non-executive

Direclors is £25,000U and the base
fee for the Senior Independent
Director is £40,000. Individuals
receive an allowance of £4 995
for chairing a committee. There
are no additional fees payable for

- individual committee membership.

‘exceeded objectives’ and she was
awarded 0% of the maximum
award. Catherine was in her
previous role as CEQ, BBl and
BPC for the whole of this period.

Table 7: Non-executive Director remuneration (audited)

Total Fees 2020/21 Total Fees 2019/20

£000 £000
Neeta Atkar
(senior independent director) 450 35.6
Jonathan Britton 300 300
Jennifer Knott s 7.6 . n/a
Piers Linney 25.0 25.0
Dharmash Mistry 25.0 225
Amanda Rendle 3c.0 30.0
Nathaniel Sloane B 250 2.1
Ceri Smith nil nil
l.ord Smith {Chair) 120.0 120.0

Notes

1. Ceri Smith was the Shareholder
Representative and therefore did not

recelve a fee. He resigned as a Director
of the company on 18 April 2021, Jamie

Carter was appointed a Shareholder
Representative and a Director of the

company with effect from 19 April 2021

British Business Bank

2. Neeta Atkar replaced Christina McComb
as Senior Independent Director with
effect from 15 November 2019

3. Dharmash Mistry was appointed with
effect from | May 2019.

4. Nathaniel Sloane was appointed with
effect from 1 March 2020.

5. Jennifer Knott was appointed with effect
from 14 December 2020.
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. Executive Directors during 24 months. The corporate element
Scheme interests awarded  2020/21. Awards are worth upto | willbe assessed aver the three-
during the financial year a maximum of 50% of salary. Any year period ending 31 March 2023,
Executive Diractars and other pay-outs are in the form of cash, + For Executive Directors, the
and are subject to performance perscnal and corporate elements

senior colleagues are invited to
participate in @ Long-Term
incentive Plan. There is no annual
bonus plan for this group. The table
below shows interests awarded to

and other conditions. The personal . of this award will both normally be
element of the award was assessed  paid in August 2023, subject to
over the 2020/21 performance . vesting conditicns being satisfied.
year, with payment deferred for

Table 8: LTIP Cycle 7 awards to Executive Directors

Year ended 31 March 2021

Percentage

of corporate
Total face  Totalface Totalface award for End of
value of value of value of Totalface  reaching corparate
Type of award personal corporate value of threshold performance
interest (% of salary) award award award targets period

£000 £000 £000

Catherine Cash 31 March
Lewis La Torre ke~ 50% 743 43 485  50% 2023
Cash 31 March
KeithMorgan TP 50% 761 761 1522 50% 2023
Cash 31 March
Patrick Magee  LTIP  50% 53.4 534 1069  50% 2023
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Table 9: Group targets for LTIP Cycle 7 (April 2020 — March 2023)

On-target/
Strategic Objective 20/21KPls Threshold Stretch Challenge
1. To increase the Quuantitative: Stock of Finance
supply of finance to Supported:
smaller businesses ¢l oxcludes Covid 10 £9.6bn £172.0bn £i3.2bn
whe’re markets orogrammes
don’t work well Qualitative report (Threshold/
Streteh/Challenge rating to be
determined by the Board):
— Advice on, and delivery of,
Covid-19 response programmes
as the main focus of the Stretch/
Objective: it will describe in-year  Threshold on-target Challenge
activities of advice and support,
as well as relevant product
statistics on programme outputs
and outcomes
— Changes to existing products
and activities due to Covid-19 B
2.To help create Quantitative: percentage of
a more diverse Stock outside of the "Big-Five™
finance market for —_ py |l exclude Covid-19
smaller businesses, o0 rammes 87% 919% 96%
with greater choice _
of options and - C.OVI.d*‘I? programme stock
provider dlstr!bu‘uon gercentages and
provided for information o B
3. To identify and help Quantitative: flow of Gross
to reduce regional  Deployment outside of London:
imbalances in ~ KPl will exclude Covid-19
access to finance programmes £6852 8m £1191.0m £1,310.1m
for smaller ]
businesses across Covid-19 programme gross
the UK deployment provided for
information
Qualitative report (Threshold/
Stretch/Challenge rating to be
determined by the Board):
Stretch/
— Activities centributing to the Threshold on-target Challenge

chjective, incorporating internal
data and the reputaticn survey
of intermediaries

British Business Bank
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Table 9: Group targets for LTIP Cycle 7 (April 2020 - March 2023} {continued)

4,

5.

. To achieve the

104

Strategic Objective

To encourage and
enable SMEs to
seek the finance
best suited te
their needs

~_20/21KPis

Quantitative: The KP! will
include both Awareness and
Consideration targets

On-target/
Threshold ~ Stretch ~ Challenge
For 20/2%.
Awareness
s}

Stretch target 25/0 , Stretch target
. o Consideration o
minus 2% o plus 2%
429%,

(Awareness) T {Awareneass)
argets for
or 1% or 1%
subsequent

{Consideration) (Consideration)

years subject
10 agreement
_bythe Board

Qualitative report {Threshold/
Stretch/Challenge rating to be
determined by the Board):

— On the commitments within the
new, broader Strategy, drawing
on a range of data sources
{RepTrak, Hotdar, media
scorecards, etc.). The results
of the reputation survey will
provide a datapointin the
report, not a KPl itself

To be the centre
of expertise on
smaller business
finance in the UK,
providing advice
and support to
government

Bank’s other
objectives

whilst managing
taxpayers’ money
efficiently within
a robust risk
management
framework

British Business Bank

GQualitative report: Board
assessment of qualitative reports
on performance from UKG! only,
foremost cn Priority Activities, as
well as on other Supporting and
Unanticipated Activities achieved
in the year

— UKG! means of assessment
to be transpareni to BBB

— Results of the reputation survey
as a datapoint in the report,
not a KP] itself

Quantitative: The Bank will be held

to the forecast adjusted return on

capital employed

~ KPPl will exclude Covid-19
programmes

~ Covid-19 programme returns
provided for information

Qualitative report: on Risk activities

during the year (Threshold/

Stretch/Challenge rating to be

determined by the Board)

Threshold Streten/ Challenge
on-target
Threshold Streteh/ Challenge
on-target
0.67% 1.07% 1.67%
Threshofd Streteh/ Chailenge
on-target

british-business-bank.co.uk
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Payments to past Directors

After stepping down as CEO

and as a Director of the Bank on
31 August 2020, Keith Morgan
continued as an employee of the
Bank until 31 December 2020,
supporting the smooth transition
of respensibilities to the new
CEQ. His salary and allowances
remained unchanged from their
previous level. In total he received
£123,3611n remuneration for this
part-year period.

Chris Fox, whose employment
with the Bank ended on 31 March
2020, returned as an Interim
Executive for a fixed term
hetween 17 April-17 July 2020, to
provide additional consultancy
support to the Bank's Investment
Committee and to create and
establish a standardised appreach
to investment variations in
response to Covid-19. In total he
received £39,124 in remuneraticn
for this period.

Payments for loss of office

Keith Morgan stepped down as
CEO with effect from 31 August
2020, although he remained as

an employee of the Bank until

31 December 2020 to support

the smooth transiticn of his
responsibilities. In line with the
Bank's policy on payments for loss
of office, he has received or will
receive the following payments:

— A consideration of £100 in
respect of the employee’s
obligations under the terms of
termination of his employment

- Up to £2,750 + VAT in respect
of the employee’s legal costs,
paid directly by the Bank to the
adviser as provided for under
the relevant statutory provisions

British Business Bank
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~— Subject te meeting his objectives

for the year up to his termination
date, and to the malus and
clawback provisions of the LTIP,
the Committee agreed that Keith
will be trested as a ‘geod leaver’
in respect of his outstanding LTIP
awards. His award under LTIP
Cycle 5is disclosed above, and
will be paid at the same time as
awards for other LTIP
participants. In additicn, he is
eligible tfor awards under LTIP
Cycles 6 and 7 to a maximum
value of £162,083. All awards
have been pro-rated to reflect
the portion of the respective
performance periods for which
he was an employee of the Bank,
and the value shown above
assumes that the maximum
corporate award is paid for

each of these cycles,

Final pay-outs will be determined

" based on actual performance cver
. the three-year period. Awards will

be paid out on the normal payment
dates. Remuneration received in

* respect of Keith's employment

between September and
December 2020, after he had
stepped down as CEQ and as a
Director, is shown above under
‘Payments to past Directers’.

Percentage changes in
CEO/colleague pay

The CEO did not receive a salary
increase in 2020/21, nor did any

cother member of the Bank’s
Executive Committee. Most

colleagues below Executive
- Committee level received an

{ individual increase of at least 1.5%
" in April 2020, with higher increases

to a limited number of ccolleagues

~ on adiscretionary basis, primarily to

bring salaries closer to market levels.

* Catherine Lewis La Torre received a

salary increase on promaotion to the
role of interim CEC.

Pay ratio of the CEO’s total

- remuneration compared

to other colleagues at
31 March 2021

The table and accompanying notes

i below set aut, for the years ended

' 31 March 2020, the ratio between

: the CEO's total single figure of

" remuneration and total remuneration
_ for all colleagues at the lower

quartile, median and upper quartile.

Option A has been used to
calculate the lower quartile,
median and upper quartile total
remuneration for ali colleagues
excluding the CEO. The elements
of remuneration used for this
calculation were as follows:

— Full-time-aquivalent (FTE) salary
as at 1 January 2021

- Total bonus awarded or total LTIP

awards payable in respect of the
year ended 31 March 2021

, — Total employer pension

contribution {calculated as the %
in payment as at 1 January 2021
and applied to FTE salary)

— Taxable value of the private

medical insurance benefit for
eligible colleagues.

Lower
quartile pay Median pay Upper quartile
Year Method ratio ratio pay ratio
2021 Option A 12:1 81 51
2020 Option A 10:1 &1 41
british-business-bank.co.uk 105
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CEQO total remuneration has been
calculated by reference to the
combined single total figure of
remuneration for the year ended 31
March 2027 for the outgoing CEO
{Keith Morgan) and the incoming
CEO (Catherine Lewis La Torre).
Both figures are pro-rated for the
partion of the year for which each
was in office {5 and 7 months
respectively), except that the LTIP
is the full-year figure for both. This
has resulted in a spike in the total
CEO remuneration reported here
for the year, and a consequent
increase in the ratio of CEQ total
remuneration to other colleagues.
In the normal course of events, we
would expect the CEQ pay ratio
to reduce again for 2021/22.

Allowing for the impact of
reporting the combined CEC total
remuneration for the incoming and
outgoing CEQ, as noted above, the
Remuneration Committee believes
that the ratio of madian pay ratio
of 8:1 remains appropriate and
proportionate, striking a balance
between the Bank's need tc recruit
and retain staff who might otherwise
work in financial services, while at
the same time delivering vaiue-for-
money as a public sector body.

Total revenue

Year (£k)
2020/21
2019/20
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413514
81,787
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Relative importance of
spend on pay

No dividends have been paid

by the Bank, so we have set out
below the percentage of total net
operating income represented by
total remunerztion compared 1o
2019/20, to illustrate the relative
importance of spend on pay.

The year-on-year fall in
remuneration as a percentage

of total revenues is due to the
significant increase in total
revenues in 2020/21. This increase
is explained in detail elsewhere

in this report.

Total

remuneration
(£k) %
sk 9%
30,743 38%

british-business-bank.co.uk

E Implementation of the
' remuneration policy for
2021722

Catherine Lewis La Torre was
appointed as CEC and as a
Director of the Bank with effect
from 1 September 2020. The

: Committee agreed that her salary

should be increased to £297,000

on appointment, an ingrease of

10% compared to her previous
salary as CEQ, BBl and BPC. All

" other elements of Catherine’s

remuneration package remained
unchanged, except that she now
participates inthe LTIP as a
Diractor, with an extended deferral
period applying ta the personal
element of her award. Catherine

is a member of the Bank’s pension
plan, with employer contributions

" capped at 10% of salary.

Phil Piers, who had joined the
Bank on 4 November 2019 as
interim Chief Financial Officer,

- was appointed to the role on a

permanent basis as a Director

of the company on 1 May 2021.

Cn appointment as & Director, his
salary was increased to £270,000
per annum. Subject to confirmation
by the Committee, he will be
eligible to participate in the Bank’s
LTIP for the year 2021/22 on the
same terms as other participants.
He fs eligible for the Bank's pension
plan at a maximum employer
contribution of 5% of salary. In

all other respects, his benefits
eligibility reflects the Bank's
remuneration policy, including
health cash plan, life assurance,
and group income protection.
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The Committee exarcised ils
discretion under the Bank's LTIP
and STIP to withhold all future
payments, and to recover certain
payments already made, in respect
of one former employee.

For 2021/22, the Bank has
chserved the public sector

pause on pay, announced by the
Chanceller in December 2020. No
general salary increases have been
awarded to colleaguesin respect
of 2021/22, with the excepticn of
the increases to colleagues paid
£24,000 or less permitted within
the terms of the pay pause.

The Bank’s performance-related
bonus and long-term incentive
arrangements accrued in respect
of the year 2020/21 have been
paid as normal.

In addition, the Bank has
streamlined its pension provisicn
to a single provider, and changed
the default investment option
within the pension plan to a
structure better-suited to existing
pensions freedoms. Eligibility and
contribution levels remained

the same.

British Business Bank
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Membership of the
Remuneration Committee

The Remuneration Committee
comprises Amanda Rendle,
Nathanie! Sloane and Jamie Carter
(reprasenting the Shareholder].
Amanda Rendle has been Chair

of the Committee since 1 Jdanuary
2019. Nathaniel Sloane was

- appointed in March 2020.
- Jamie Carter was appointed to the

Committee with effect from 12 April
2021, taking over from Ceri Smith.

The Committee members bring
with them a range of expertise
from diverse backgrounds
designed both to support the Bank

. External advisers

The Remuneration Committee

! uses advisers for the provision of

_ remuneration advice. During the

+ year Mercer provided advice to

' the Committee on remuneration
matters for a fee of £54,755. Aon
Mclagan provided benchmarking
data for fees of £24,120. Neither

~ of these advisers has any
cennecticn with the Bank.

in its governance framework and to -

facilitate the relaticnship with the
Shareholder. Informal discussion

between Committee members and -
the Executive has also added value

to the Bank's remuneration policy

and practice. Only members of the

Committee and the Chair of the
Board have the right to attend
Committee meeatings.

The Chief Executive, the Chief
Financial Officer, the General
Counsel, the Chief People Cfficer
and the Reward Director have
been invited to join meetings, but
not where their own remuneration
is the subject of discussion.

The Company Secretary or her
delegate acts as Secretary to the
Committee.

british-business-bank.co.uk
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Directors’
responsibilities

The Directors are
responsible for preparing
the Annual Report and the
financial statements in
accordance with applicable
law and regulations.

In accordance with UK Company
Law, the Directors have elected to
prepare both the Greup financial
statements and the parent
Company financial statements
under International Financial
Reporting Standards {[FRS).

Under Company Law the Directors
must not approve the financial
staternents unless they are satisfied
that they give a true and fair view of
the state of affairs of the company
and group and of the profit ar loss
of the company and group for that
period. In preparing these financial
statements, the Companies Act
2006 requires that Directors:

— properly select and apply
accounting policies

— present Information, including
accounting policies, in a manner
that provides relevant, reliable,
comparable and understandable
informaticn

— provide additional disclosures
when compliance with the
specific requirements in IFRS
are insufficient to enable users
to understand the impact of
particular transactions, other

108 British Business Bank

events and conditions on the
entity's financial position and
financial performance

— make an assessment of the
Company's ability t¢ continue
as a going cancern.

The Directors are responsible

for keeping adequate accounting
records that are sufficient to
show and explain the Company's
transactions and disclose, with
reasonable accuracy at any
time, the financial position of

the Companry and enable them
to ensure that the financial
statements comply with the
Companies Act 2006. They are
also responsible for safeguarding
the assets of the Company and
hence for taking reasonable steps
for the prevention and detection
of fraud and other irregularities.

The Directors are responsible for
the maintenance and integrity

f the corporate and financial
information included on the
Company's website. Legislation in
the United Kingdom governing the
preparation and dissemination of
financial statemeants may differ from
legislation in other jurisdictions.

We confirm that to the best of
our knowledge:

~ the financial statements,
prepared in accordance with
International Financial Reporting
Standards give a true and fair

british-business-bank.co.uk

view of the assets, liabilities,
financial position and profit or
loss of the Company and the
undertakings included in the
consolidation 1aken as a whole

- the strategic report includes a
fair review of the development
and performance of the business
and the position of the Company
and the undertakings included
in the consolidation taken as
a whole, together with a
description of the principal risks
and uncertainties that they face

— the Annual Report and financial
statements, taken as a whole, are
fair, balanced and understandable
and provide the information
necassary for the shareholders
to assess the Company's
performance, business model
and strategy.

By order of the Board

e

Catherine Lewis La Torre
Chief Executive Officer
15 September 2021

F fur

Phil Piers
Chief Financial Officer
15 September 2021
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auditor’s report

to the members of British Business Bank plc

Opinion on financial
statements

| have audited the financial
statements of British Business
Bank ple group (BBB) for the year
ended 31 March 2021 which
comprise the Censolidated
Statement of Comprehensive
Net Income, the Consolidated
Statement of Financial Position,
the Consolidated Statement of
Changes in Equity, the
Consolidated Cash Flow
Statement and the related notes,
including the significant accounting
policies. The financial reporting

In my opinion the financial
- statements:

| — give a true and fair view of the
state of the group’s affairs as at
31 March 2021 and of the group's
profit for the year then ended;

. — have been properly prepared in

 accordance with international
accounting standards in
conformity with the requirements
cf the Companies Act 2006; and

— have been prepared in
accordance with the
requirements of the Companies
Act 2006.

framewcrk that has been appliedin :

their preparaticn is applicable law
and the International Accounting
Standards in conformity with the
requirements of the Companies
Act 2006.

British Business Bank
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! Basis for opinion

‘ | conducted my audit in

i accordance with International

! Standards on Auditing (ISAs) {UK).
1 My responsibilities under those

" standards are further described in

i the Auditor’s responsibilities for the
. audit of the financial statements

section of my report.

Those standards require me and
my staff to comply with the
Financial Reporting Council's
Revised Ethical Standard 2019.

| have also elected to apply the
ethical standards relevant to listed
entities. | am independent of the
British Business Bank plc group

in accordance with the ethical
requirements that are relevant

to my audit of the financial

. statements in the UK. My staff and
"t have fulfilled our other ethical

~ responsibilities in accordance with
these reguirements.

| believe that the audit evidence

| have obtained is sufficient and
appropriate to provide a basis for
my opinion.
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Conclusions relating to
going concern

In auditing the financial statements,
| have concluded that the British
Business Bank Plc group's use of the
going concern basis of accounting
in the preparation of the financial
statements is appropriate.

My evaluation of the director’s
assassment of the entity’s ability to
continue to adopt the going concern
basis of accounting included:

- considering the group’s Business
Plan for 2021-22 relevant to its
operating expenditure; and

- reviewing letters of comfort
issued by the Department for
Business, Energy and Industrial
Strategy to the group in support
of the group’s activities and the
provision of funding,

| consider the key aspects of
management's assessment to be
their view that they have sufficient
budgets and letters of comfort in
place to undertake the activities
included within the business plan
and to continue to meet obligations
as they fall due.

Based on the work | have
performed, I have not identified
any material uncertainties relating
to events or conditions that,
individually or collectively, may
cast significant doubt on the British
Business Bank Plc group’s ability to
continue as a going concern for a
period of at least twelve months
from when the financial statements
are authorised for issue.

110 British Business Bank
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In relation to the entities reporting
on how they have applied the UK
Corporate Governance Code, |
have nothing material to add or
draw attention to in relation to the
directors’ statement in the financial
statements about whether the
directors considered it appropriate
to adopt the going concern basis

: of accounting.

My responsibilities and the
responsibilities of the directers

' with respect to going concern are
" described in the reievant sections

of this report.

Overview of my audit
approach

- Key audit matters

Key audit matters are those
matters that, in my professional
judgment, were of most
significance in the audit of the
financial statements of the current
period and include the most
significant assessed risks of
material misstatement (whether or
not due to fraud) identified by the
auditor, including those which had
the greatest effect on: the overall
audit strategy; the allocation of
resources in the audit; and
directing the efforts of the
engagement team.

These matters were addressed in
the context of the audit of the
financial statements as a whole,
and in forming my opinion thereon.
i do not provide a separate opinicn
on these matters.

british-business-bank.co.uk

- | consider the following areas of

particular audit focus to be those
areas that had the greatest effect
on my overall audit strategy, the
allocation of resources in my audit
and directing the efforts of the
audit team in the current year.

' These matters were addressed in

the context of my audit of the
financial statements as a whole,
and in forming my opinion thereon,
and | do not provide a separate
opinion on these matters.

This is not a complete list of all risks

“identified by my audit but only

those areas thet had the greatest
effect on my overall audit strategy,

- allocation of resources and

direction of effort. | have not
included information relating to the
work | have perfarmed around
management override of controls,
other than to the extent where this
was part of my work on the

i measurement of expected credit

losses and fair value measurement
of financlal assets as set out below;
or fraud in revenue recognition,
with specific regard to investment
income, where my work has not

{ identified any matters to report.

The areas of focus were discussed
with the Audit Committes; their
report on matters that they

i considered to be significant 1o

the financial statements is set
out on pages 77-78.
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Measurement of expected credit losses
Description of risk

i

The datermination of expected credit losses (ECL)

continues to be an area of significant estimation and
judgement, Subjectivity of judgement remains highin
the current pandemic environment, particularly in

relation to how payment deferrals, government i
support schemes, and recovery profiles are expected
to impact the recovery of contractual cashflows,

The assumptions and judgements applied by
management are disclosed in Note 2 to the financial
statements (under the heading Impairment of
financial assets) and in Note 3 to the financial
statements (under the headings Economic
scenarios and associated probability weightings
and Covid-19 post-model overlays). This includes
assumption and judgement in respect of: the
application of IFRS @ staging criteria; calculation
of probability of default; and the use of forward-
looking macroeconomic forecasts.

BBB calculates ECLs using models developed by
independent analytics and risk management
experts. Additional overlays were made by
management to reflect the underlying behaviours
of the respective investment schemes.

The forward-iocking macroeconomic scenarios are
generated from key economic indicators provided
by independent forecasters, comprising different
economic outlooks. There is a high level of
estimation uncertainty in the base case scenarios
due to the inherent complexities in forecasting
future economic outcomes, which are impacted

by COVID-19 and the UK's exit from the European
Union (EU). BBB run regression analysis on these
variables to determine multipliers to apply to
probabilities of default. These outlooks are weighted -
based on analysis and reviewed quarterly by '
management. Note 2 to the financial statements
sets out the approach to calculating PD for each
loan under the heading The calculation of
probabifity of default (PD). This is broadly based
on credit ratings determined on inception and
astimation of behaviour of loans over their lives.

i

Annual Report and Accounts 2021

british-business-bank.co.uk

-The allowance for ECL at 31 March 2021is £77.7m.
. The decrease of £44 9m from the 31 March 2020

. allowance is mainly due to the write-off of long-

| standing loan balances, which had 100% ECLs

| associated with them, and a reduction in the value

of overlays reported because of a more optimistic

i ecenomic outlook. This is partially offset by an
increase in ECLs on new loans issued.

Although the improved economic outlook has

. resutted in a reduced level of estimation uncertainty
- in the provision as compared to the prior year, a
significant level of uncertainty still exists.

. Management have presented additional quantitative

and qualitative disclosure (Note 24.3 — Financial Risk
Management) regarding this estimation uncertainty
in BBB's financial statements.

m
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Measurement of expected credit losses (continued)

How the scope of my audit responded to the risk

I have understood and evaluated the dasign and
implementation of key controls, including the
governance in place, in relation to the measurement
of expected credit losses.

| also performed the following procedures:

— | assessed the design of the ECL models
and assessed management’s rationale for the
assumgpticns and methods used to confirm
that these would produce estimates which are
appropriate to the underlying financial instruments
and compliant with the requirements of IFRS 9.

— | obtained assurance over the completeness and
accuracy of the input data used in the ECL models
by testing a sample of loan balances and verifying
investment data against underlying contractual
documentation and other information.

— | assessed the methodology for determining the
Significant Increase in Credit Risk (SICR) criteria
and independently tested the staging aliccation
by reperforming this across BBB’s amortised cost
loan portfolios.

- | reviewed the reasonableness of key assumptions,
including comparison of economic assumptions to
relevant publicly available information and to the
scenarios provided by BBB's independent risk
specialists. | assessed the specialists as
management’s experts under ISA 500 using
economics specialist members of my team.

— I reviewed the sensitivity analysis undertaken
by management to identify the most sensitive
assumptions used in the models to focus cur
testing, and to evaluate how management had
addressed estimation uncertainty in producing the
accounting estimate. | evaluated the reasgnableness
of those assumptions and performed additional
sensitivity analysis as appropriate.

— | tested significant post-model adjustments to
confirm that management’s judgements in
determining the need for these was appropriate
and that the adiustments had been calculated
using appropriate and supportable assumptions.
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Key observations

Based on the evidence | obtained | found that the
methodology, input data and assumptions used to
calculate the ECLs were supported by appropriate
evidence and were in line with the requirements of
IFRS 9.

While there is an improved economic outlock, there
remains significant estimation uncertainty in the
measurement of [oss allowances as a result of the
continued economic implications of the Covid-19
pandemic and the UK’s exit from the EU. The
financial statements (Note 24.3 — Financial risk
management) describe the additional uncertainty in
the measurement of the ECL and its sensitivity to
key assumptions, which | am content is adeqguately

: disclosed.
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Fair value measurement of financial instruments

Description of risk

The most significant balance in the financial
statements of the British Business Bank plc group is
investments. The majority of these investments are |
measured at fair values which are subjective and
based on methods which rely on a range of
uncbservabile inputs. These investments are held In
the significant components British Business Finance
Limited (BBF), British Business Investments Limited
(BB, British Patient Capital Limited {(BPC) and the
Start-up Loans Company (SUL).

The assumptions and judgements applied by
management are disclosed in Note 2 to the
financial statements (under the heading Fair at
initial recognition — SUL) and in Note 3 to the
financial statements (under the headings
Judgements and Estimates),

The economic implications of the COVID-19
pandemic and the LK’s exit from the EU have
resulted in financial market volatility which has
increased the level of estimation uncertainty
inherent in the fair value measurement of
investments. In the context of the fair value
measurement of BBB's investment in external funds,
there is most estimation uncertainty attaching to
the equity investment funds in the Venture/Venture
Growth, Managed Funds and UK Innovation 3
Investment Fund programmes. Together these funds |
are valued at £867m, approximately 35% of the total ‘
investments held by the group. i

british-business-bank.co.uk

| The investments held in SUL are loans to
- entrepreneurs provided on non-commercial terms,

where losses of 30% to 40% are expected across
the scheme. Investments in Enterprise Capital Funds
{ECFs}, heid in BBF, are also provided on non-

commercial terms and valued using complex models
" and subjective inputs where a reasonable variation
has a material impact on the valuation derived. The

" level of write down required to account for these

: non-commercial terms is highly material and is

subject to a significant estimate based on

' management’s judgement, which is derived from a

number of non-observable inputs.

| Financial assets held at fair value amount to £1.98bn

at 31 March 2021 {£1.51bn at 31 March 2020). The
increase in fair value is primarily due to an increase
in investment balances and activity, which is
reflective of the ongoing growth of the business and
has resulted in significant fair value movements in

; the year.

n3
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Fair value measurement of financial instruments (continued)

How the scope of my audit responded to the risk

In auditing the financial asset valuations | have
performed the following procedures:

— | have tested the design and implementation
of the controls applied by the group over the
valuation processes for financial assets. This
included attendance at key internal meetings
where | observed management’s review and
challenge of valuations provided by fund
managers. Where valuations are produced
through models, | have tested the design and
implementation of controls over the fair value
models used.

- Where management relies on valuations provided
by fund managers to estimate the value of its
investments, | have considered the governance
arrangements in place and the process
undertaken by management to review and
challenge the valuations pricr to their inclusion in
the accounts. | have performed detaited
procedures to enable me to gain assurance from
the work of the fund managers. This has included
comparison of the most recent audited accounts
of the fund against the fund manager valuation
report for the same period and consideration of
additional evidence where the accounting period
of the fund and BBB are not coterminous. |
considered the overall competence, capability
and objectivity of the fund managers, as well as
the scope of their work and its relevance to the
accounts and my opinion.

— Where managament uses models to estimate the
value of its loans and investments, | considered
the selection and application of methods applied,
the design of the valuation models, the validity of
the data inputs to those models, and the
appropriateness of the key assumptions on which
the estimates were based. For the ECF valuation
model | sought confirmation that management
had reassessed the assumptions made in the prior
year which underpin the valuation model, to
confirm that they remain appropriate at year end,
and challenged management on how it has
addressed estimation uncertainty. For the SUL
model | engaged an economic expert to support

my assessment of the key assumptions usad, and
obtained assurance over the completeness and
accuracy of the input data used in the model by
testing a sample of loan balances.

— | have assessed the accuracy and completeness
of the review for potential impairments that
management have performed in relation to their
loans and investments.

— | have undertaken a review of a sample of loans
and investments and considered whether
management’s judgements on apprepriate
accounting treatments are consistent with the
relevant accounting standards and the underlying
substance and form of legal agreements.

Key observations

Based on the evidence | obtained | found that the
valuations provided by fund managers were
compliant with the requirements of IFRS 13.

Where the fair values were outputs from models

[ found that these outputs, and the underlying
models’ design, were in line with the reqguirements
of IFRS 13,

As a result of the volatility of financial markets at

31 March 2021, due to the economic implications

of the Covid-19 pandemic and the UK's exit from the
EU, there is increased estimation uncertainty in the
measurement of fair values, especially for
investments held in externally managed debt and
equity funds. Note 13 to the financial statements
{under the heading Impact of Covid-19 on
Investment Valuations) adequately discloses the
additional uncertainty in these fair values.

british-business-bank.co.uk
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Application of materiality

Materiality

| applied the concept of materiality
in both planning and performing my
audit, and in evaluating the effect
of misstatements on my audit and
on the financial statements. This
approach recognises that financial
statements are rarely absolutely

Annual Report and Accounts 2021

correct, and that an audit is
designed to provide reasonable,

" rather than absolute, assurance
! that the financial statements are
| free from material misstatement or
"irregularity. A matter is material if its

omission or misstatement would, in
the judgement of the auditor,
reasonably influence the decisions
of users of the financial statements.

Group

i

. Based on my professional

. judgement, | determined overall

i materiality for the British Business
+ Bank Plc group’s financial
statements as a whole as follows:

Materiality

£24m

Basis for determining materiality

1% of net investment assets.

Rationale for the benchmark
applied

BBB develops and manages finance programmes that are designed to
enhance the working of financial markets and which it delivers through
investments in partner organisations. | therefore chose net investment
gssets as the benchmark because | consider it to be the principal
consideration for users in assessing the financial performance of the
group. | determined that this was more appropriate than using revenue
or net profit as a benchmark as these are not the main factors that
would influence the decisions of users of the financial statements.

Performance Materiality

| set performance materiality at

a level lower than materiality to
reduce the probability that, in
aggregate, uncorrected and
undetected misstatements exceed
the materiality for the financial
statements as a whole. Group
performance materiality was set
at 85% of group materiality for

the 202021 audit (2019-20: 85%).
In determining performance
materiality, | have also considered
the uncorrected misstatements
identified in the previcus period.

British Business Bank

Other Materiality
Considerations

As well as quantitative materiality
there are certain matters that, by
their very nature, would, if not
corrected, influence the decisions

+ of users. For example, any errors

+ reported in the Accountability

! Report. Assessment of such

i matters would need to have regard
. to the nature of the misstatement

- and the applicable legal and

reporting framewark, as well as
the size of the misstatement,

british-business-bank.co.uk

. Error Reporting Threshold

© | agreed with the Audit

| Committee that | would report

| to Tt all uncorrected misstatements
identified through my audit in
excess of £300,000, as well as
differences below this threshold
that in my view warranted reporting
on qualitative grounds. | also report
to the Audit Committee on
disclosure matters that |

identified when assessing the

- overall presentation of the
financial statements.

Total unadjusted audit differences
reported to the Audit Committee

would further increase net assets

by £762k.
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Audit scope

The scope of my British

Business Bank plc group audit
was determined by obtaining an
understanding of the group and its

environment, including group-wide

controls, and assessing the risks of
material misstatement at the
group level.

The group comprises British
Business Bank plc, BBB Patient
Capital Holdings Limited, British
Business Financial Services
Limited, British Business Finance
Limited and the subsidiaries of
these companies: British Business

Capital Limited, The Start-Up
Loans Company, British Business
Aspire Holdco Limited, Capital for
Enterprise Limited, Capital for
Enterprise Fund Managers Limited
and Capital for Enterprise (GP)
Limited. The group financiai
statements are a consolidation

of these companies.

lidentified the following as
significant components of the
group: British Business Bank plc,
British Business Investments
Limited, British Patient Capital
Limited, British Business Finance
Limited and The Start-Up Loans
Company {a subsidiary of British
Business Finance Limited). British
Business [nvestments Limited and
British Patient Capital Limited
require statutory audits and the
work in this respect is carried out
separately. The work on the other
significant components is
performed by the group

audit engagement team.

16 British Business Bank
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This work, together with additional
procedures performed on balances
arising as a result of the group’s

! consclidation process, gave me the

evidence | needed for my opinion
on the group financial statements
as a whole. The significant
components of the group account
for over 99% of the group’s assets.
Together with the procedures

: performed at group level, this gave

me the evidence | needed for my
opinion on the group financial

statements as a whole.

Total assets of the British
Business Bank plc group

: {as at 31 March 2021)
Investments Limited, British Patient :

1% ——— —— 2%
8%

H e PLC I BBI & srC
" BBF B suL W Non sig
components

british-business-bank.co.uk

. Other Information

The other information comprises

' Information inciuded in the annual
i report, the financial statements

| and my auditor’s report thereon.

; The directors are responsible for

| the other information. My opinion
i on the financial statements does

| not cover the other information
and except to the extent otherwise
explicitly stated in my report, | do
not express any form of assurance
conclusion theraon. In connection
with my audit of the financial

| statements, my responsibility is to
! read the other information and, in
J doing se, consider whether the
other information is materially
inconsistent with the financial
statements or my knowledge
cbtained in the audit or otherwise
| appears to be materially misstated.
- If | identify such material

| inconsistencies or apparent

' material misstatements, | am

| required to determine whether

| this gives rise to a material

| misstatement in the financial

( statements themselves. if, based

" on the work { have paerformed, |

| conclude that there is a material

. misstatement of this other

! information, | am required to
report that fact.

. | have nothing to report in this
| regard.

| .
- Opinion on other matters
' prescribed by the

1 Companies Act 2006

In my opinicn the part of the
directors’ remuneration report to
| be audited has been properly
" prepared in accordance with the
" Companies Act 2006.
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In my opinion, based on the
work undertaken in the course
of the audit;

— the information given in the
Strategic Report and Directors’
Report for the financial year for
which the financial statements
are prepared is consistent with
the financial statements and
those reports have been
prepared in accordance with
applicable legal requirements;

- the information about internal
control and risk management
systems in relation to financial
reporting processes, and about
share capital structures, in
compliance with rufes 7.2.5 and
7.2.6 in the Disclosure Rules and
Transparency Rules sourcebook
made by the Financial Conduct
Authority {the FCA Rules), is
consistent with the financial
statements and has been
prepared in accordance with

— the Information about the
group’s corporate governance
code and practices and about its
administrative, management and
supervisory bodies and their
committees complies with
rutes 7.2.2,7.2.3 and 7.2.7 of the
FCA Rules.

- | have reported separately, on
p173-176, on the Parent Company
Financial Statements of British
Business Bank ple for the year
ended 31 March 2021and an
the information in the Directors’
Remuneration Report that is

described as having been audited. .

British Business Bank
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Inthe light of the knowledge and

understanding of the British
Business Bank plc group and its
egnvironment obtained in the course
of the audit, | have not identified

material misstatements in:

- — the strategic report or the

directors’ report; or

. — the information about internal

controt and risk management
systems in relation to financial
reporting processes and about
share capital structures, given in
compliance with rules 7.2.5 and
7.2.6 of the FCA Rules.

| have nothing to report in respect
of the following matters in relation
1o which the Companies Act 2006

_ requires me to report to you if, in
© my opinion:

applicable legal requirements; and . — @dequate accounting records

have not been kept or returns
adequate for my audit have not

been received from branches not

visited by my staff; or

— the financial statements are not
in agreement with the accounting
records and returns; or certain
disclosures of director’s
remuneraticn specified by law
are not made; or

~ a corporate governance
staterent has not been prepared
by the parent company; or

. — | have not received all of the

information and explanations |
require for my audit;

british-business-bank.co.uk

' Matters on which I report | Corporate governance

by exception - statement

The Listing Rules require me to
review the directors’ statement in
relation to going concern, longer-
term viability and that part of the
Corporate Governance Statement
refating to the British Businass
Bark plc group's compliance with
the provisions of the UK Corporate
Governance Statement specified

- for my review.

' Based on the work undertaken as

part of my audit, | have concluded
that each of the following elemants
of the Corporate Governance
Statement is materially consistent
with the financial statements or
my knowledge obtained during

the audit:

— Directers’ statement with
regards the appropriateness of
adopting the going concern basis
of accounting and any material
uncertainties identified set
out on pé&;

— Directors’ explanation as to
their assessment of the entity’s
prospects, the period this
assessment covers and why
this period is appropriate set
out on pb8;

- Directors’ statement on fair,
balanced and understandable
set out on pl08§;

— Board's confirmation that it has
carried out a robust assessment
of the emerging and principal
risks set out on p82-89;

' — The section of the annual report

that describes the review of
effectiveness of risk management
and internal control systems sat
out on p82-89; and

— The section describing the work
of the audit committee set out

on p//-/8.

nz
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Responsibilities of the
Directors for the financial
statements

As explained more fully in the
Directars’ Responsibilities
Statement, the directors are
responsible for:

— the preparation of the financial
statements in accordance with
the applicable financial reporting
framework and for being satisfied

that they give a true and fair view;

- internal control, as the directors

determine is necessary to enable

the preparation of financial
statements to be free from
material misstatement, whether
due to fraud or error.

~ assessing the group’s ability to
continue as a going concern,

disclosing, as applicable, matters

related to going concern and
using the going concern basis of
accounting unless the directors
either intend to liquidate the
entity or to cease operations,

or have no realistic alternative
but to do so.

118 British Business Bank
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~ Auditor’s responsibilities
- for the audit of the financial
~statements

My objectives are to obtain

" reasonable assurance about
_ whether the financial statements as

a whole are free from material

© misstatement, whether due to fraud
~or error, and to issue a report that

" includes my opinion. Reasonable

, assurance is a high level of

assurance but is not a guarantee

- that an audit conducted in

accordance with the 1SAs (UK) will

" always detect a material

misstatement when it exists.
Misstaterents can arise from fraud

- or error and are considered material
_if, individually or in the aggregate,
they could reasonably be expected

1o influence the economic
decisions of users taken on the

. basis of these financial statements.

: | design procedures in line with my

responsibilities, outlined above, to
detect material misstatements in
respect of non-compliance with
laws and regulation, including fraud.

: My procedures inciuded the
- following:

. ~ Inquiring of management, the

head of internal audit and those
charged with governance,
including abtaining and reviewing
supporting documentation
relating to the British Business
Bank ple group’s policies and
procedures relating to:

— identifying, evaluating and
complying with laws and
regulations and whether they
were aware of any instances of
non-compliance;
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!

- detecting and responding to
the risks of fraud and whethar
they have knowledge of any
actual, suspected or alleged
fraud; and

— the internal controls
established to mitigate risks
related to fraud or non-
compliance with faws and
regulations including the
Group’s controls reiating to
Companies Act 2006

discussing among the
engagement team including
significant component audit
teams regarding how and where
fraud might occur in the financial
statements and any potential
indicators of fraud. As part of this
discussion, | identified potential
for fraud in the following areas:
reasonableness of the interest
income recognised and the
posting of unusual journals and
bias in management’s estimates,

obtaining an understanding of
the group’s framework of
authority as well as other legal
and regulatory framewaorks that
the group operates in, focusing
on those laws and regulations
that hiad a direct effect an the
financial statements or that had a
fundamental effect on the
operations of the group. The key
laws and regulations | considered
in this context included
Companies Act 2006,
Employment Law and tax
legislation; and

evaluating significant estimates
made by management in the
production of the financial
statements, in particuiar the
measurement of expected credit
losses and the fair vaive
measurement of financiat
instruments.
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In addition to the above, my
procedures to respond to identifled
risks included the following:

— reviewing the financial statement
disclosures and testing these
against supporting
documentation to assess
compliance with relevant laws
and regulations discussed gbove;

— enquiring of management, the
Audit Committee and in-house
legal counsel concerning actual

and potential litigation and claims;

— reading minuies of meetings of
those charged with governance
and the Board;

— in addressing the risk of fraud
through management override
of controls, testing the
appropriatenass of journal
entries and other adjustments;
assessing whether the
judgements made in making
accounting estimates are
indicative of a potential bias; and
evaluating the business rationale
of any significant transactions
that are unusua! or outside the
normal course of business; and

— in addressing the risk of fraud
through revenue recognition of
interest income, assessing the
reasonableness of the Effective
Interest Rate estimated; and
assessing the accuracy of the
interest income calculated by
the models by testing the
reasonableness of the
assumptions used, and the
reliability of the data inputs.

British Business Bank
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| also communicated relevant
identified iaws and regulations and
potential fraud risks to all
engagement team members

: including internal specialists and
- significant component audit teams
: and remained alert to any

indications of fraud or non-
compliance with laws and
regulations throughout the audit.

A further description of my
responsibilities for the audit of the
financial statements is located on

+ the Financial Reporting Councit's

. website at: www.fre.org.uk/

+ auditorsresponsibilities. This

~ description forms part of my report.

| communicate with those charged

with governance regarding, among
other matters, the planned scope
and timing of the audit and
significant audit findings, including

- any significant deficiencies in
. internal control that lidentify
+ during my audit.

Susan Clark

Senior Statutory Auditor
15 September 2021

For and on behalf of the
Comptroller and Auditor General

{Statutory Auditor}

. Naticnal Audit Office
- 167-197 Buckingham Palace Road
. Victoria London SW1W ¢SP

british-business-bank.co.uk
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Consolidated financial statements

Consolidated statement of
comprehensive net income

For the year ended 31 March 2021

2021 2020

Note £000 £000
Income
Interest income 4.1 45,429 51,535
Grant income 42 6,861 16,685
Management fee income 43 63,331 19,296
Other income 452 1,472
Gross operating income 116,073 88,988
Expected credit loss on amortised cost assets 131 45076 (42,012)
Net gains/(losses) on investment assets 5 222,684 (2971)
Net gain on write down of repayable capital grant 6 29,681 37782
Net operating income 413,514 81,787
Expenditure
Staff costs 7 {36231 (30,743)
Other operating expenditure 72 (78,5486) (32,354}
Depreciation and amortisation R At R A L
Operating expenditure (118,396) (66,211)
Net operating profit before ECF ioan commitment
financial liahility, interest payable and finance costs 295,118 15,576
ECF loan commitment financial liability
Provided in the year on new commitments 16 (35989 {44,947)
Released in the year 16 40,674 38,654
Finance costs on Jease liabilities (304) (314)
Interest payable 17 (6,000) (11,113)
Profit/{loss) before tax 293,499 {2,138}
Tax 8.1 (52,007) (6,594
Profit/(loss) for the year after tax 241,492 (8,732)
Other comprehensive income - -
Total comprehensive incame for the year 241,492 {8,732)

All operations are continuing.

The nates on pi24-172 form an integral part of the financial statements.

The resuits by operating segment are shown in note 9 to the financial statements.
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]

Consolidated statement

of financial position
As at 31 March 2021

2021 2020
Note £000 £000
Assets
Cash and cash equivalents 10 138,322 63,705
Loan amounts owed from Shareholder 1 - 240,400
Trade and other receivables 12 15,183 Q837
Amartised cost investments 13.1 462,296 471993
Investments held at fair vaiue through profit or loss 13.2 1981,545 1,505,522
Property, plant and equipment 1,587 2,596
Right-of-use assets 14 2,317 10,669
Intangible assets 220 778
Corporation tax receivable 25,659 5,499
Deferrad tax asset 8.2 - 9,203
Total assets 2,634,129 2,320,292
Liabilities
Loan amounts cwed to Shareholder 1 {2,600) -
Trade and other payables 15 (29,3%1) (21,451
ECF ioan commitment financial liability 16 (140,979) (145,6464)
Loans and other barrowings 17 (243963) (601,078}
Lease liabilities 18 {11,995) (12,867)
Deferred tax liability 8.2 (53,174) -
Total liabilities {489,102) (781,060)
Net assets 2,145,027 1,639,232
Equity
Issued share capital 21.2 1,860,711 1,496,408
Retained earnings 284.316 42,824
Total equity 2,145,027 1,539,232

The financial statements of the Group (parent company number 08616013) were approved by the Board of
Directors and authorised for issue on 15 September 2021. They were signed on its behalf by:

e

Catherine Lewis La Torre
Chief Executive Officer

The notes on pl24-172 form an integral part of the firancial statements.
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Consolidated statement
of changes in equity

As at 31 March 2021

Balance as at 1 April 2019
Net income after tax
Total comprehensive income

Balance at 31 March 2020

Balance as at 1 April 2020
Net income after tax

Total comprehensive income
Issue of ordinary shares

Balance at 31 March 2021

Issued Retained
capital earnings Total
Note £000 £000 £000
1,496,408 51,556 1,547964
- (8.732) (8,732)
- (8,732) (8,732)
T 1,496,408 42,824 1,539,232
1,496,408 42,824 1,539,232
- 241,467 241,492
o - 241,492 241,492
212 364,303 L - 364303
T 1,860,711 284,316 2,145,027

i22 British Business Bank
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Consolidated cash

flow statement
As at 31 March 2021

i

2021 2020

Note £000 £000
Profit before tax 293,499 {2,138)
Cashflows from operating activities
Adjustments for non-cash items:
Net gain on write down of repayable capital grant 6 {29,681) {37,782)
Depreciation and amortisation 2,9 3n4
Interest payable 6,000 113
ECF loan commitment financiat liability 16 (4.685) 6,287
Changes in operating assets and liabilities:
Net increase/{decrease) in amortised cost investments 13.1 9 697 (40,867)
Net increase in assets at fair value through profit or loss 13.2 (476,023) (216,728)
increase in trade and other receivables 12 (5,348} @1
Increase in trade and other payables 15 75939 4,351
Payment of Corporation Tax (2,700) {16,490)
Payment of interest payable (6,000) {3,932)
Net cash used in operating activities (211,381) (293,163)
Cashflows from investing activities
Purchases of property, plant and equipment - (72)
Net cash used in investing activities - (72)
Cashflows from financing activities 7
Issue of new shares 21.2 364,303 -
Capital grants recelved 17 68,000 -
Payments of lease liabilities (1,176} (491)
Finance costs on lease liabilities 304 314
Net increase in shareholder funding N 250,000 284,600
Net decrease in loans from Nuclear Liabilities Fund 17 (395,433) (7%,600)
Net cash from financing activities 285,998 204,823
Net increase/{decrease) in cash and cash equivalents 74,617 (88,412)
Cash and cash equivalents at beginning of the vear 63,705 152,117
Cash and cash equivalents at end of the year 138,322 63,705
Interest received was £66.4m (2020: £84.1m).
The notes on pl24-172 form an integral part of the financial statements.
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Notes to the consolidated

financial statements
FFor the year ended 31 March 2021

1. General information

The British Business Bank ple (the
‘Company or ‘Group’) is
incorporated in the United
Kingdom under the Companies
Act. The address of the registered
office is Steel City House, West
Street, Sheffield, 31 2GQ. The
nature of the British Business Bank
Group’s operations and its principal
activities are set out in the
Strategic Report on pb—61.

2. Significant accounting
policies

Basis of preparation

The financial statements have been
prepared in accordance with
International Financial Reporting
Standards (IFRS), interpretations
issued by the IFRS Interpretatians
Committee and those parts of the
Companies Act 2006 applicable to
companies reporting under IFRS.
The financial statements are
prepared in accordance with IFRS
and interpretations in force at the
reporting date.
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The financial statements have
been prepared on the historical

_ cost basis, except for certain

financial assets and liabilities that
are measured at amortised cost
and financial instruments that are
measured at fair value or revalued
amounts at the end of each
reporting period. Historical cost is
generally based on the fair value of
the consideration given in
exchange for goods and services.
The principa! accounting policies
adopted are set out, below.

These financial statements are

- presented in pounds sterling

because that is the currency of the
primary economic zone in which
the Group operates.

Basis of consolidation

The consolidated financial
statements incorporate the
financial statements of the
Company and entities controlled
by the Company (its subsidiaries)
made up to 31 March 2021,

Control is achieved when the
Company:

— has the power over the investee

- is exposed, or has rights, to
variable returns from its
involvement with the investee

— has the abkility to use its power to
affect its returns.

britisn-business-bank.co.uk

| The Company reassesses whether
or not it controls an investee if
facts and circumstances indicate
that there are changes to one or
more of the three elements of
control listed above.

Determining whether a Company
has control of an entity is generally

. straightforward based on

| ownership of the majority of the
voting capital. However, in certain
instances, this determination will
involve judgement, particularly in

. the case of structured entities
where voting rights are often not the
| determining factor in decisions over
; relevant activities. This judgerment

’ may involve assessing the purpose

i and design of the entity.

; Consolidation of a subsidiary

' begins when the Company obtains
! control over the subsidiary and
ceases when the Company loses

. control of the subsidiary.

| Specifically, the results of

! subsidiaries acquired or disposed

; of during the year are included in

. the Consolidated Statement of

' Comprehensive Net Income from

i the date the Company gains control
. until the date when the Company

. ceases to control the subsidiary.

: Where necessary, adjustments are
. mads to the financial statements of
_ subsidiaries to bring the accounting
i policies used into line with the

. Group's accounting policies.



Notes to the consclidated
financial statements

Allintragroup assets and liabilities,
equity, income, expenses and

cashflows relating to transactions
between the members of the Group .
are eliminated on consolidation.

Profit or loss and each component
of other comprehensive income are
attributed in full to the owners of the
Company in the absence of non-
controlling interests. Total
comprehensive income of the
subsidiaries is also attributed in full

to the owners of the Company in the
absence of non-controlling interests. |
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Income recognition —
Management income and
Other income

- Under IFRS 15 ‘Revenue from
. contracts with customers’, income
" is recognised when a recipient

obtains control of a good or service
and thus has the abifity to direct
the use and obtain benefits from
the goods or service. Management
fee income and Other income are
recognised when a recipient
obtains control of the service.

~ The Group provides services to

Going concern

The Directors have a reasonable
expectation that the Company and
the Group have adequate
rescurces to continue in
aperational existence for the
foreseeable future. The Group has
received a letter of support from
the Secretary of State for BEIS
stating it will provide sufficient
funding to enable the Group to
meet its liabilities as and when they .
fall due for a period of not less than
12 months from the date of
approval of these financis|
statements. Thus, the Directors
continue to adopt the going
concern basis of accounting in
preparing the financial statements.

Adoption of new and revised
standards

. BE!S and other entities (as detailed
f in note 4.3). These services include
~managing the initial issuance and

on-going administration of assets

' held by those entities, along with
perferming certain central

administrative functions where
those entities do not have their
own capabilities. The amount of
income is typically based on the
costs incurred by the group in
performing those services whether
externally incurred or an allocation
of internal costs, as such these can

" be dependent on length of time or
. linked to specific activities.

The income related to these

services is recognised when a

. recipient obtains control of the

service and thus has the ability to
direct the use and obtain benefits
from the service. Income is

" measured at the fair value of the

There were no new or amended
standards applied for the first time
and therefore no restatements of
the previous financial statements
were required.

At the date of authorisation of
these financial statements, the
Directors do not expect that the
adoption of Standards and
Interpretations in issue but not yet
affective will have a material
impact on the financial statements
of the Group in future years.
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- consideration received or

! recelvable and represents amounts

recelvable for goods and services
provided in the normal course of

business, net of discounts, Value
Added Tax {VAT) and other sales-
related taxes.
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Interest income

| Interest income and expense on all
| financial instruments are
' recognised on an effective interest

" rate basis.

' The effective interest method is 2

method of calculating the
amortised cost of a debt
instrument and of allocating
interest income over the relevant
period.

The effective interest rate is the
rate that exactly discounts future
contractual cash payments or

recelpts over the expected life of
: the financial asset or financial

 liability to the gross carrying
© amount of the financial asset (i.e.
| its amortised cost before any

impeairment allowance) or to the
amortised cost of the financial
lizbility. The calculation does not
consider expected credit losses
and includes transaction costs, and
premiums or discounts that are
integral to the effective interest
rate, such as crigination fees.

When the Group revises the
estimates of future cashflows, the
carrying amount of the respective
financial asset or financial liability is
adjusted to reflect the new

, estimate discounted using the

- original effective interest rate. Any

: changes are recognised in the
Consolidated Statement of
Comprehensive Net Income.
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Grant income

Grant income is recognised under
IAS 20 and relates to a Resource
Grant and represents funding from
the Company’s Shareholder to
cover the operating costs of The
Start Up Loans Company (SUL).
Any grant income in excess of
operating cost is treated as
deferred income and has been
included as a liability in the
Consolidated Statement of
Financial Position.

Tax

The tax expense represents the
sum of the tax currently payable
and deferred tax.

The tax currently payable is based
on taxable profit for the year.
Taxable profit differs from net
profit as reperted in the
Consoclidated Statement of
Comprehensive Net Income
because it excludes items of
Income or expense that are taxable
or deductible in other years and it
further excludes items that are
never taxable or deductible. The
Group's liability for current tax is
calculated using tax rates that have
been enacted or substantively
esnacted by the balance sheet date.
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Deferred tax is the tax expected to

- be payable or recoverable on

differences between the carrying
zmounts of assets and liabilities in
the financial statements and the
corresponding tax bases used in
the computation of taxable profit
and is accounted for using the
balance sheet liability method.
Deferred tax liabilities are generally
recognised for all taxable
temporary differences and
deferred tax assets are recognised

to the extent that it is probable that |

taxable profits in future years will
be available against which
deductibie tempaorary differences
can be utilised.

Current and deferred tax are
recognised in the Consolidated
Statement of Comprehensive
Net Income.

Financial assets and liabilities

Financial assets and financial
liabilities are recognised in the
Group's Consolidated Statement
of Financial Position when the
Group becomes a party to the
contractual provisions of the
instrument.

Financial assets and financial
liabilities are initially measurad at
fair value, less directly attributable
transaction costs, except for the
transaction costs directly
attributable to the acquisition of
financial assets or financial
liabilities at fair value through profit
or loss which are recognised
immediately in the Consolidatad
Statement of Comprehensive Net
Income.

british-business-bank.co.uk

i Classification of financial
; instruments

: Financial assets are classified

- under IFRS 9 as amortised cost, or
' fair value through profit or loss

| (FVYTPL) depending on the Group's
| business model and the
contractual cashflow
characteristics of the instruments.

The Group has undertaken an

[ assessment of the business model
in respect of each group of its

; financial assets and has

| determined that in all cases the

| business model is one of ‘Hold ta

| Collect’ as none of its business

i models has an objective of sale.

| The Group's financial assets

i comprise debt and equity
instruments. Debt instruments are
' classified both at inltial recognition
' and subsequently, as amortised
cost Instruments, where the
contractual cashflows represent

i solely payments of principal and
interest (SPPI), If the cash flows do
not represent SPPI, the instrument
is measured at FVTPL.

All of the Group's equity
instruments are measured at
FVTPL both on initial recognition
and subsequently.

Individual investment programmes
i are detailed further in note 13.
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Fair value at initial recognition ~
SUL

Loans ariginated through the
Group's Start Up Loans (SUL)
programme have been classified as
amortised cost financial
instruments. The Group charges a
single rate of interest (6%) to SUL
customers that is independent of
the credit quality of the customer,

This interest rate is not sufficient to

compensate for the expected
losses for the SUL scheme which
are forecast te be between 30%
and 40%, reflecting the non-
commercial nature of the scheme.
Therefore, the transaction value of
a Start Up Loan will not equal its
fair value,

The future expected cashflows are
risk adjusted and discounted using
an appropriate discount rate,
which has been calculated by
taking the average five-year
median corporate debt rate for
Caa/C rated loans, in order to
calculate the fair value.

In accordance with IFRS 9 the fair
value adjustment at initial
recognition, which is the difference
between the transaction value of
the loans and their fair value, would
usually be deferred and either
amortised or recognised when a
gain cr loss was crystallised.
However, the Directors have
determined that it is appropriate in
this circumstance to apply a true
and fair override, and
consequently, any fair value
adjustment arising on the SUL loan
book will be recognised
immediately through the
Consolidated Statement of
Comprehensive Net Income
because this reflects the
commercial position more
appropriately.

British Business Bank
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Impairment of financial
assets

The Group assesses on & forward-
looking basis, the expected credit
losses (ECL) associated with its
debt instrument assets carried at

i amortised cost and with exposures
. arising from loan commitments and
~financial guarantee contracts.

At inftial recognition, financial

" assets are categorised as ‘stage T
~and an impairment provision is

made for ECLs resulting from
default events projected within the
next 12 months {12-month ECL).

Subsequently, financial assets are
considered te be in ‘stage 2’ when
their credit risk has increased
significantly since initial
recognition, at which point it is
considered appropriate to
recognise lifetime ECL. The Group
assesses assets to be in stage 2
using a combination of non-
statistical, qualitative information,
such as changes to the berrower’s
intrinsic credit worthiness, as well

. as guantitative, statistical

information. It applies a

* presumpticn that when accounts
. are more than 30 days past due,

there has been a significant
increase in credit risk and such
assets are assessed as belngin
‘stage 2"

For portfolios where there is no

recent borrower specific credit
information, the proportion of the
performing book deemed to have
suffered from a significant increase
in credit risk is 10% based on
industry analysis.

british-business-bank.co.uk

Financial assets are included in
‘stage 3" when there is objective
avidence that the asset is credit

. impaired, with expected credit
| losses still calculated on a lifetime
. basis. Accounts which are more

than 20 days past due are
considered to be in default and
credit impaired. Once an account

_is recognised as being in ‘stage 3,
interest income is recognised by

- applying the effective interest rate
- 10 the amortised cost carrying

- amount.

ECLs are calculated using three
main components, prebability of
default (PD), ioss given default
(LGD) and exposure at default
(EAD). The LGD represents losses
expected on default, taking into
account the mitigating effect of
collateral, its expected value when
realised and the time value of
money. The EAD represents the
expacted balance at default, taking
into account the repayment of
principal and interest from the
balance sheet date to the default.
Discounting of the expected
cashflows is performed using the
Effective Interest Rate (EIR).

The calculation of probability of
default (PD)

The PD of each underlying loan or
credit facility provided by the
Group is a key assumpticn for the
IFRS 9 ECL calculation and this is
reliant on rating assessments
undertaken by external and
internal PD models. Where

i acoount level ratings are not

' available the average PD derived

- from the same cohort of lending s
applied.
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The calculation of loss given
default (LGD)

LGD assesses the loss potential in
case of a default and is reliant on the
collateral residual value acting es
security reported against each lcan
or the reported seniority ranking of
the Group’s facility compared to
other investors. LGD is estimated
using internal models which consider
observed loss data or using external
benchmarks where appropriate.

The calculation of exposure at
default (EAD)

Exposure at default (EAD) is
estimated for each month for the
contractual lifetime of each
financial instrument. This is either
the contractual maturity profile of
the investment or an internal
estimate of the exposure value
based on expected repayment
profiles based on historical
information. A credit conversian
factor is applied to undrawn
irrevocable commitments based
on external benchmarks or
internally observed data for similar
portfolios or types of assets.

Changes in the carrying amount

of assets arising as a result of
impairment are recognised in the
Consolidated Statement of
Comprehensive Net income.
Loans remain on the Consolidated
Statement of Financiat Position, net
of agsociated provisions, until they
are deemed to have no reascnable
expectation of recovery. Loans are
generally fully written off where
the offering of any forbearance
measures has proved unsuccessful
in the borrower being able to meet
the revised repayment schedule,
there is 2 continued pattern of
non-payment and it is assessed
that there is no realistic prospect
of any further recovery. Loans

are partially written off from an
accounting perspective where the
borrower is unable to repay the
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lgan in full and the loan has been
subject to forbearance such that
the ariginal amounts due are no
longer expected to be fully
recavered. Any loss incurred by the
Group on extinguishing the debt is
written off against the provision for
loan impairment. Any subsequent
recoveries of amounts previously
written off are recognised through
the Consolidated Statement of
Comprehensive Net Income,

Investments in Associates

IAS 28 investments in Associates
applies to ali investments in which
the Group has significant Influence
but not control. A holding of 20%
or more of the voting power of an
investment would normally indicate
significant influence and require

- Amounts owed to/by
‘ Shareholder

| These loans are classified as

' FVTPL under IFRS 9 because the
contractual terms do not give rise

| to cashflows on specified dates

*and do not include any payment of

interest.

Trade and other receivables

- Trade receivables are measured at
: amortised cost,

Financial liabilities

. In both the current and prior

" period, financial liabilities are

| classified at initial recognition and

| subsequently measured at
amortised cost, except for:

these investments to be accounted |

for as associates using the equity
method of accounting. Where the
Group holds greater than 20% of
the ordinary share capital of an
entity but there is ne significant
influence, these entities are not
accounted for as associates.

Instead these entities are classified
and accounted for as a financial
asset in accordance with IFRS @
Financial Instruments. These
investments are held at FVTPL and
initially recerded at cost and
subsequently re-valued based on
fund net asset values (NAVs).
Details of the Group's significant
holdings are shown in note 22.

Cash and cash equivalents

Cash and cash equivalents comprise
cash in hand and current balances
with banks and other financial
institutions, which are readily
convertible to known amounts of
cash and which are subject to
insignificant risk of changes in value
and have an original maturity of
three months or less.

british-business-bank.co.uk

i — financial liabilities at fair value

| through profit or loss: this
classification is applied to
derivatives and other financial

i lizbilities designated as such at
initial recognition. Gains or losses
cn financial liabilities designated
as FVTPL are presented in the
Consolidated Statement of
Comprehensive Net Income.

Loan commitments at below
" market rate

The Group accepts a lower than |

I market rate of return from ECF

investments in order to encourage
private sector investors to invest

_ alongside. Although the Group

i expects to make a pasitive return

" from these investments, this return
is less than that required by the

. private sector. The Group has loan

- commitments for each of these

~investrents and at initial
recognition elected to irrevocably
designate the liability related to
these locan commitments as
measured at fair value through
profit or loss. This group of financial
assets and financial liabilities is
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managed, and its performance is
evaluated on a fair value basis in
accordance with a documented
investment strategy, and
information about these assets and
liabilities is provided internally on
that basis to the Group’s key
management personnel.

When a commitment is drawn, the
loan commitment is released and a
separate fair value adjustment on
the resulting investment is
recognised in netlosses on
investments in the Consolidated
Statement of Comprehensive Net
Income, to reflect the difference
between the fair value and the
amount drawn.

Loans and other borrowings

The Group has loan facilities from
the Secretary of State for BEIS and
the Nuclear Liabilities Fund which
are classified and measured as
amortised cost financial liabilities.

In addition, it has received a capital
grant in respect of the SUL
scheme. The agreement does not

have a maturity date and carries an |

interest rate of zero. The capital
grant is repayable on demand, in
whole or in part, if at the absolute
discretion of BEIS certain
conditions arise that affect the
scheme adversely.

The Group classifies and initially
measures the capital grant as an
amortised cost financial liability.
Subsequently, the Group measures
the liability as amortised cost but
adjusts the carrying value by any
amounts it believes will not be
recoverable from the loans made to
entreprenaurs under the scheme.
Further details relating to the
capital grant are shown in note 6.

British Business Bank
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Contingent liabilities

The Group has contingent liabilities

. arising through financial guarantees
!issued to counterparties.

A contingent liability is a possible
cbligation depending cn whether
some uncertain future event
occurs, or a present obligation but
payment is not probable, or the
amount cannct be measured
reliably.

The Group may at times enter into

financial guarantee contracts
which are contracts that require

" the issuer to make specified

payments to reimburse the holder
for aloss it incurs because a
specified debtor fails to make
payments when due, in
accordance with the terms of a
debt instrument. Financial
guarantee contracts are initially
measured at fair value and
subsequently measured at the
higher of:

- — the amount of the impairment

loss allowance

— the amount initially recognised
less the cumulative amount of
income recognised in
accordance with the principles
of IFRS 15,

For financial guarantee contracts,
the loss allowance is measured as
2 financial liability.

british-business-bank.co.uk

| Foreign exchange

The Group applies IAS 21 The
. Effects of Changes in Foreign
Exchange Rates and transactions
that are denominated in a foreign
currency are translated into sterling
. at the rate of exchange ruling on
the date of each transaction,
except where rates do not
fluctuate significantly, in which
. case an average rate for a periodis
used. Monetary assets and
! liabilities denominated in foreign
“currencies as at the balance sheet
. date are re-translated at the rates
of exchange ruling at that date.
Translation differences are
. recognised in the Censolidated
' Statement of Comprehensive Net
: Income.

Leases

The lease liability is initially
measured at the present value of
the lease payments that are not
paid at the commencament date,
discounted by using the rate
implicit in the lease. If this rate

| cannot be readily determined, the

- Group uses its incremental
borrowing rate. The incremental

! borrowing rate is the rate of

" interest that the Group would have
to borrow at over a similar term
and with a similar security the
funds necessary to obtain an asset
of similar value to the right-of-use
asset in a similar economic
envirenment. A correspending right
of-use asset is also recognised.
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At inception of a contract, the
Group assesses whether a
contract is, or contains, a legse. A
contract is, or contains, a lease if
the contract conveys the right to
control the use of an identified
asset for a period of time in
exchange for consideration. To
assess whether a contract conveys
the right to cantrol the use of an
identified asset, the Group
assesses whether:

— the contract involved the use of
an identified asset — this may be
specified explicitly or implicitly,
and should be physically distinct
or represent substantially alt of
the capacity of a physically
distinct asset. If the supplier has
a substantive substitution right,
the asset is not identified

— the Group has the right to obtain
substantially all of the economic
benefits from use of the asset
throughout the period of use the
Group has the right to direct the
use of the asset. The Group has
this right when it has the
decision-making rights that are
most relevant to changing how
and for what purpose the asset is
used. In rare cases where the
decision about how and for what
purpose the asset is used is
predetermined, the Group has
the right to direct the use of the
asset if either:

— the Grougp has the right to
operate the asset

— the Group designed the asset
in a way that predetermines
how and for what purpose it
will be used.
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At inception or on reassessment of
a contract that contains a lease
component, the Group allocated
the consideration in the contract to
each lease component on the
basis of their relative stand-alone
prices. However, for the leases of
land and buildings in which itis a
lessee, the Group has elected not
to separate non-lease components
and account for the lease and
non-lease components as a single
lease component.

The estimated useful lives, residual
values and depreciation method
are reviewed at the end of each
reporting period, with the effect of

. any changes in estimate accounted
" for on a prospective basis.

3. Critical accounting
judgements and key
sources of estimation
uncertainty

In preparing the Financial
Statements, the Directors are
required to make judgements and
estimates. Judgements involve an
interpretation of requirements to
decide how to allocate, value or
recognise an item. Estimates arise
from using assumptions which
resultin a range of possible
outcomes. The most important
judgements and estimates used in
preparing these Financial
Statements are described below.
Actual results may differ from
these estimates.

The estimates and underlying
assumptions are reviewed on an
ongoing basis. Revisions to
accounting estimates are
recognised in the year in which the
estimate is revised if the revision
affects only that year, or in the year
of the revisicn and future years if
the revision affects both current
and future years.

british-business-bank.co.uk

. Judgements

' Debt and equity fund net asset

values used in the assessment of

- FVTPL investment valuations
" The future returns from FVTPL

fund investments are inherently
uncertain and will depend on a
range of factors including the
manager's success in originating
lending and investment
opportunities, costs and fees, how
the manager exercises discretion in

- trading off equity against debt

compoenents in loan structures,
credit and warrant/equity
performance, and prevailing
market conditions.

The values of the Group's

investments in FVTPL debt and
- equity funds are based on the fund

net asset values (NAVs). In general,
the fund’s investments in

. underlying portfelio companies do
- not have observable market inputs
which can be used for the
purposes of measuring fair value

- and are therefore valued using

" Level 3 inputs as defined by IFRS

. 13. The managers of the funds

apply valuation methedologies in

. compliance with IFRS or other
: recognised accounting standards
- such as UKGAAP. Most of the

Group's Investment funds apply
IFRS valuation methodologies or
apply the International Private
Equity and Venture Capital (IPEV)

i Valuation Guidelines.

 The ongeing Covid-19 pandemic has
" given rise to significant additional

uncertainty as to investment

valuations and the Group has taken
account of this in its assessment of
the March 2021 valuations by giving

¢ particular scrutiny to the valuation
. methodologies adopted by its fund
" managers, ensuring that they are

appropriate and consistent
with IFRS, IPEV or ather
relevant guidelines.
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Estimates

a. Inputs to the Enterprise Capital
Funds valuation models

The Group has modelled the
estimated future cashflows
generated from its Enterprise
Capital Funds {(ECF)in arder to
derive the fair value of its
investments, and financial liabilities
relating to its loan commitments.
The models use inputs, some of
which rely on estimates and
assumptions made by
management that risk causing a
material adjustment to the carrying
amounts of the assets and
llabilities.

Within the ECF investment
calculation the Group uses multiple
inputs and assumptions to
determine the four components
(Accrued Return, Loan, Option and
Additional Upside) that comprise
the fair value. The profiie of
expected cash flows generated by
the ECFs is derived from the
current NAV of the individual funds.
The key assumptions which invelve
a significant degree of management
estimate are:

- the risk-adjusted discount rate
used in the valuation of expected
future cashflows

- the volatility percentage, which is
& benchmark for the volatility of
the market price of comparable
investments over time.

British Business Bank

: model are as follows:

. As an indication of sensitivity on
. the drawn investments, if all the ;
" funds were treated as high risk with
~a 17.56% discount rate applied this

- the investments by £13.4m.

" decrease the loan commitment
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Risk adjusted discount rate and :
market return rate

The ECF discount rates used in the

— ECFs classified as low rigk:
1%

— ECFs classified as medium risk:
13.5%

— ECFs classified as high risk:
17.5%.

The discount rates are reviewed
annually and in practice have
remained at constant levels in
recent years. Tha weighted average
discount rates applied to the
investments and commitments as
at year-end were 15.5% and 16.8%,
respectively. This is due to a larger

i number of funds being classified as

high risk compared to those

classified as tow risk.

would decrease the fair value of

Alternatively, if all the funds were
treated as low risk with a 11%
discount rate applied this would
increase the fair value of the
portfolio by £49.7m.

As an indication of sensitivity on
the commitments, if all the funds
were treated as high risk with a
17.5% discount rate applied this
would increase the loan
commitment provision by £4.4m.
Alternatively, it all the funds were
treated as low risk with a 1%
discount rate epplied this would

provisicn by £45.6m.

british-business-bank.co.uk

Volatility percentage

The volatility assumptions are
based on equity indices that are
considered most closely aligned to
the ECF portfolic companies,
considers the sector-specific focus
and maturity of each fund. The
volatility assumptions used in the
model vary from 15.0% to 43.6%.

A 10% relative decrease in the
volatility percentage used across
the Enterprise Capital Funds

. portfolio would lead to a £3.8m

decrease in the fair value of the

. investments. Likewise, a 10%
- relative increase in the volatility
' percentage used across the

Enterprise Capital Funds portfolio
would increase the value of the
investments by £3.7m.

b. The assessment of fair value
on initial recognition for SUL

There is uncertainty in both the

! expected cashflows and the
. discount rate used to calculate

the fair vajue at initial recognition

for SUL.

The EIR is subsequently used in the
calculation of interest incomea
recognised in the Consolidated
Statement of Comprehensive Net
income as the fair value
adjustment amortises.

The cashflows comprise four main
compenents: principal, interest,
expected loss on principal and

. expected loss on interest. For each

individual account and for each
period, the expected loss on
principal and the expected loss on
interest are assessed by taking the
outstanding contractual amounts
and adjusting for the marginal

' probability of default and loss

given defauit,
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EIR is calculated using the risk-
adjusted cashflows discounted
using a derived market rate which
references to the five-year median
yieid for Caa/C rated corporate
debt applicable at the year of
origination.

The fair value of SUL is sensitive to
changes in the discount rate and to
changes in expected cash flows
arising from the actual and future
expected performance of the lcans.
A 2% increase in the discount rate
as a result of movements in
corporate debt rates for Caa/C
rated loans or LIBOR would have
lead to an approximate £5.6m
decrease in the fair value recognised
at inception for the loans newly
originated during the year.

¢. The assessment of ECL
impairment allowances against
amortised cost financial assets

The calculation of impairment
provisions is inherently uncertain
and requires the Group to make a
number of assumptions and
estimates.

The measurement of ECL reflects
an unblased and probability
weighted amount that is determined
by evaluating a range of possible
outcomes, the time value of money
and reasonable and supportable
information that is available without
undue cost or effort at the reporting
date about past events, current
conditions and forecasts of future
economic conditions.
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Where there has been a significant
relative increase in the probability
of default (FD} compared to initial
recognition, based on the
customer’s credit quality, the
account is gssessed as being in
‘stage 2",

Where current PD is measurable, a
significant relative increase in the
PD is judged to have occurred
where there has been an increase

- In PD from origination to the

reporting date equivalent to a
3-nctch downgrade on a granular
external credit rating scale. In
addition, assets with a PD
equivalent to external credit rating
grade A (Standard & Poor's/Fitch)
or A2 (Moody’s) are considered to
be low risk and are always classed
as stage 1 under the IFRS @ low
credit risk exemption.

For assets which are not re-rated
and where on-going behavioural
modelling is not available, a fixed
percentage of the performing
portfolio is assumed to be in stage
2 based on historical grade
transitions where available.

Where histroical grade transitions
are not available the percentage is
defined in line with European
Banking Authority (EBA) guidance.
In the ECL calculations, a scalar
based on the observed
perfcrmance of each respective
cohort is applied to the fixed
percentage.

The impact of the Covid-19
pandemic has raised further
matters for consideration in
assessing the Group's amortised
cost financial assets. This has been
incorporated into the post-model
overlay process.

british-business-bank.co.uk

Economic scenarios and
associated probability weightings

IFRS 9 requires the calculation of

. ECLs to account for multiple

forward-looking macroeconomic
scenarios that are plausible. The
ECL model adopted by the Group

: uses a range of forward-looking
- projections of UK liguidation rates
generated by a macroeconomic

regression model based on third
party base case forecasts of

i Consumer Price Index growth

| rates, interest rates, and
. unemployment rates, and then
i under two better and two worse

I scenarios. The selection of

variables was reviewed in 202021

. to ensure thelr continued suitability
: asindependent variables within
the regression model.

To account for the velatile nature
of the UK economic environment,
the Group has continued to engage

. with our third party forecaster

throughout the year to provide
independent economic forecasts
for use within the [FRS @ ECL

: models. They provide five
- economic scenarios of varying
| severity as input to the

macroeconomic regression model,
and the weightings associated with

! each are reviewed, challengad and

adjusted on a quarterly basis. As at
31 March 2021, adjustments to the
scenario weightings have been
applied to increase the probability
of a downside scenario.
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Covid-19 post-model overlays
The Group has applied post-madel
overlays to reflect the increase in
credit risk that is not accounted for

due to the lack of behavioural credit

scores that reflect the pre-Covid-19
pandemic base case view. The
post-model overlays are calculated
using a percentage ¢f the modael
output ECL for each portfolio and
are based on the expacted impact
of the Covid-19 pandomic and
known sensitivities of the portfolios
to prescribed stresses.

The PD overlays across the Group's
portfolios fall between a 110 2
notch downgrade for PD on a
Macody's granular rating scale. This
reflects the expected impact of
Covid-19 on each of the portfolios
and takes into account the ability
of the model inputs to reflect any
increase in risk. The LGD overlay is
based on & 40% decrease in
recovery rates in a stress period,
with a further conservative
adjustrment for SUL and peer-to-
peer lending tc 90% LGD.

British Business Bank

Annual Report and Accounls 2021

The overlays have resulted in an
overall increase in the ECL
provision of £8.2m which is 1% of
total exposure. Overlays required
to reflect increases in PD due to an
expected deterioration in the

- credit quality of lending post-
 Covid-19 amounting to £0.7/m have
. been applied, as have overlays of

£79m to account for worsening

. LGDs due to lower expected

recovearies on defaulted loans.

In addition, ECL provisions have
been decreased by £0.4m due to
the introduction of CBILS
guarantees against the loans within
a BBl investment lending portfolio.

british-business-bank.co.uk
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4, Income

4.1 Interest income

2021 2020

Note £000 £000

Contractual Interest from amortised cost investments 131 26,682 30,815
Amortisation of fair value adjustment on initial recognition 131 18,847 20,720
Total interest income 45,429 51,535

The amortisation of the fair vatue adjustment on initial recognition represents the difference between the
contractual interest rate and the effective interest rate applicable for the financial asset.

4.2 Grant income

2021 2020
£000 £000
Grant received from Sharsholder _ N 6,861 16,685
Total grant income 6,861 16,685

Grant income relates to the Resource Grant received from BEIS under the terms of the ‘Grant Offer Letter
between BEIS and SUL. The grant income funds the operating expenses of SUL and any amount in excess is
recorded as deferred scheme income in the Consolidated Statement of Finangial Position.

4.3 Management fee income

2021 2020
£000 £000

Management fes income earned from:
Department for Business, Energy & Industrial Strategy 59,097 15,502
Northern Powerhouse Investments Limited @37 89¢
Midlands Engine Investments Limited 1,000 1,088
Cornwall and Isles of Scilly Investments Limited 122 80
Innovate UK 41 71
Nuclear Liabilities Fund 1,436 1,612
Other ) ) B 698 44
Total management fee income ' 63,331 19,296

During the year, the Company began managing the Covid-19 emergency finance schemes on behalf of BEIS. As
a result, there has been a significant increase In management fee income as refiected above. Details of the
scheme management are covered in more detail on p28-31. The management fee income relating to Covid-19
emergency finance schemes recharge is £49.1m (2020: £nil} and the costs are reflected in note 7.3.
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5. Net gains/(losses) on investment assets

2021 2020
Note £000 £000

Fair value adjustment on initial recognition of amortised
cost assets 131 (32205} {19,394)
Derecognition of amortised cost assets 131 (56,317} (18,193)
Recovery of previously derecognised Amortised
Cost assets b5 -
Fair value adjustment on initial recognition of assets
held at fair value through profit or loss 13.2 (40,674} (38,654)
Fair value gains on assets held at fair value through profit
or loss 13.2 352,525 73,270
Total net gains/(losses) on investment assets 222,684 (2,971)
6. Net gain on write down of repayable capital grant

2021 2020

£000 £000
Write down of repayable capital grant received 29,681 37,782
Total net gain on write down of repayable capital grant 29,681 37,782

The Group receives a Capital Grant from BEIS under the terms of the ‘Grant Offer Letter’ between BEIS and
SUL for the purpose of extending loans to entrepreneurs at below market rate (see note 17). On expiry of the
grant period (31 March 2025}, SUL will repay to BEIS the amount of cash held in its bank accounts representing
capital and interest repayments from entrepreneurs. The repayable capital grant will be reduced by any
unrecovered amaounts from the beneficiarias of the loans. The gain on write-down of repayable capital grant
represents the reduction in the capital grant liability for the write-offs and impairment losses incurred on the
loans to entrepreneurs in the period as well as the reduction/increase in the capitat grant liability for the fair
value adjustment on Tnitial recognition and the subsequent amortisaticn of this adjustment.
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7. Operating expenditure

7.1 Staff numbers and staff costs

The average monthly number of employees including Directors was:

2021 2020
On payroll 391 346
Secondees and agency staff 6 4
Non-executive Directors 9 10
Total staff numbers 406 360
Apgregate remuneration comprised:
2021 2020
£000 £000
Wages and salaries:
On payrall including Executive Directors 23,582 20,043
Secondees and agency staff 737 612
Non-executive Directors’ feses 398 3563
Short- and long-term incentive plans and bonus scheme 5,637 4152
Social security costs 3,362 2,859
Pension costs 3,315 2724
Total staff costs 36,931 30,743

The above staff costs include an amount of £2.7m (2020: nil} that has been recharged to BEIS in relation to

the Covid-19 emergency finance schemaes as detailed in note 7.3.

The details of the highest paid Director are included in the Directors’ remuneration report on p?0-107.

7.2 Other operating expenditure

2021 2020
Note £000 £000
Professional fees:

Investment scheme design and transactions 1948 2,793
Operational fees 7,255 6,844
Accommoaodation and office services 1,561 2,273
Information technology 5,289 7,630
Marketing 4184 3,429
SUL delivery partner fees 8,666 6,860
Auditor's remuneration 440 387
Staff related costs, including training and travel 1,057 2,10
Other purchase of goods and services 1,719 37

Covid-19 emergency finance schemes direct operating
expenditure 46,427 -
Total other operating expenditure 78,546 32,354

The above operating expenditure includes an amount of £46.4m (2020: nil) that has been recharged to BEIS in

relation to the Covid-19 emergency finance schemes as detailed in note 7.3.

Auditor's remuneration is stated net of VAT and represents the total fee payable by the group for all statutory
audit services. A fee of £250,000 plus VAT was charged for the audit of the Group's annual report and accounts.
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7.3 Covid-19 scheme direct expenditure

2021 2020

Note £000 £000

Staff costs FA 2,722 -
Covid-19 emergency finance schemes direct operating

expenditure 72 46,427 -

Total Covid-19 scheme expenditure 49,149 -

During the yaar the Company began managing the Covid-19 emergency finance schemes on behalf of BEIS
and as such incurred direct costs on their behalf as shown in note 7.2. In addition, there was a recharge of staff
costs attributable to the Covid-19 emergency finance schemes of £2.7m included within ncte 7.1. The direct
expenditure was fully recharged to BEIS and staff costs were recharged on a proportional basis, with the total
recharged being included in the management fee income note 4.3

8. Tax

8.1 Tax on profit on continuing activities
2021 2020
£000 £000
Current tax
Current year 7 7 127 6,380
Adjustment in respect of prior years (10,587} 613
Total current tax (10,460) 6,993
Deferred tax
Current year 44,840 (399
Adjustment in respect of prior years 17,627 -
Total deferred tax 62,467 {399)
Total tax recognised through comprehensive income 52,007 6,594

Factors affecting the tax expense for the period

The tax expense for the period is different from the standard rate of Corporation Tax in the UK as explained in
the table, overleaf. The Corporation Tax rate used is based on the enacted Corporation Tax rate for the year
commencing t April 2020.

Deferred tax primarily relates to the Group’s investments. It is calculated at 19% (2020: 19%) of the estimated
unrealised gains within the funds. This is a temporary timing difference and the tax will become payable once
the gains are realised in the underlying funds, for example through investment exits.

The Group's investments comprise interests in Limited Partnerships. Tempoerary accounting movements in
relation to these investments are either added back or deducted from the taxable profit or loss. The Group is
subject to tax on estimated realised gains or losses arising in the individual Limited Partnerships.
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8. Tax {continued)

The tables below reconcile the tax charge for the year:

2021 2020
£000 £000
Profit/{loss) before tax 293,499 (2138)
Tax on profit/{loss) at standard UK tax rate 19% (2020: 19%) 55,765 {406)
Effects of:
Net gain on disposal of investments - Q48
Permanent disalfowances refating to;
Other permanent disallcwances 1992 1,195
Timing differences relating to:
Tax effects of fair value movements (12,782) 4,611
Adjustments in respect of prior periods 7,040 -
Other timing differences (%) 132
Total tax charge 52,006 6,380
Unrealised fosses Deferred tax
2021 2020 2021 202G
£000 £000 £000 £000
Unrealised losses (25,842) (2,100} {(4,910) (399)
Other timing differences” 354,616 - 67,377 -
QOther timing differences subject to deferred tax 328,774 (2,100) 62,467 (399)

* Other timing differences arise principally in relation to fair value adjustments to the carrying value of investments recorded in the
Statement of Comprehensive Net Income for which chargeable gains/allowable losses will arise on a subsequent disposal of the
underlying investments.
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8. Tax (continued)

8.2 Deferred tax liability/{asset)

2021 2020

£000 £000
Deferred tax asset at 1 April (9,293) (8,894)
Movement in the year 62,467 (39%)
Deferred Tax asset at 31 March 53,174 (9,293)

Atthe end of the year the group had capital tax losses availakble to carry forward for offset against future
chargeable gains of £0.8m. As there is uncertainty about whether relevant future taxable profits will exist
within the individual entities geing forward against which these losses can offset the deferred tax asset has
not been recognised.

On 22 July 2020, the Finance Act 2020 received Royal Assent, confirming that the UK Corporation Tax rate
will remain at 19% from 1 April 2020 onwards instead of reducing to 17%, the previously enacted rate.

In the March 2021 UK Budget, it was announced that the UK rate of Corporation Tax will increase from 19% to
25% effective 1 April 2023. The change was enacted on 10 June 2021. The change was not substantively
enacted or enacted at the Consoclidated Statement of Financial Position date, as a result the closing deferred tax
assets and liabilities have been measured at a rate of 19%. The impact on the change in tax rate is expected te
occur when the deferred tax balances unwind. Assessing the impact of the change in rate on the deferred tax
assets and liabilities, the impact would be to increase the net deferred tax liability at the balance sheet date by
£16.8m.

9. Operating segments
The Group's performance and results are managed internally as follows:

— British Business Bank entities: these are split into British Business Finance Limited (BBFL), British Patient
Capital Limited (BPC), British Business Investments Ltd (BRI, The Start Up Loans Company (SUL) and the
overall Group results

— Programmes administered on behalf of BEIS: In addition to its own operations, the British Business Bank,
through its subsidiary British Business Financial Services Ltd (BBFSL), administers assets on behaif of BEIS.
These assets do not form part of the British Business Bank plc Group financial statements but are reported to
management. The financial performance and position of these programmes is included within the Strategic
Report. These figures are not part of the audited financial statemants

— Business units: The Group's business units span the different subsidiaries to pool expertise.
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9. Operating segments (continued)
Consolidated statement of comprehensive income for the year ending 31 March 2021
Company ple  Intra-group

BBFL BBI BPC SUL and BBFSL eliminations Total Group
£000 £000 £000 £000 £000 £000 £000
Income
fnvestment Programmes - 18,045 - - - - 18,045
Venture Sclutions 2,431 - - - - (1,270) 1,161
Start Up Loans - - - 26,223 - - 26,223
Management fee and other
income 29 406 1,435 - 106,685  (44,772) 63,783
Grantincome - B - 6,861 - - 6,861

2,460 18,451 1435 33084 106,685 (46,042) 116,073

Net gains/({losses) on investment assets

investment Programmes - 102,075 - - - - 102,075

Venture 14,360 - 195,752 - - - 210m2

Start Up Loans - - - 44,427 - - (44,427)
14,360 102,075 195752 (44,427) - - 267760

Net gain on write down of

repayable capital grant - - - 29,681 - - 29,681

Operational expenditure

Staff costs {1184) {1,687) (1,842 (2,782) (29,436) - {36930

Professional services 30) (1,04%) (423) (77) (8,457) - (10,036)

(General operations (18,172) 10,389y (10,983) {14,169) (62,488) 44772 (71,429
(19.386)  (13,125) (13,248) {(17028) 100,387y 44772 (i18,39¢)

Net operating profit before ECF
loan commitment financial

liability and interest payable (2,566) 107,401 183,939 1,310 6,304 (1,270) 295,118
ECF fair value provision expense 40,674 - - - ~ - 40,674
ECF fair value provision on new

caommitments (35,989) - - - -~ - {35989
Finance costs - - - - {304) - (304)
Interest payable - - - (1,270  (6,000) 1,270 6,000)
Profit before tax 2,119 107,401 183,939 40 - - 293,499

Alf transactions between Group companies take place on an arm’s length basis. There are no differences
between the entities’ repertable profit or loss and the results in the note above.
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9. Operating segments (continued)

Consolidated statement of comprehensive income for the year ending 31 March 2020

1]

Company ple  Intra-group

BBFL BBI BPC SUL  and BBFSL eliminations Total Group
£000 £000 £000 £000 £000 £000 £000
Income
investment Programmes - 19,367 - - - - 19,367
Venture Solutions 1,526 - - - - (996) 530
Start Up Loans - - - 31,638 - - 31,638
Management fee and other
ncome 88 1,308 1,612 - 61,422  (43,662) 20,768
Grant income - - - 16,685 - - 16,685
1,614 20,675 1612 48,323 61,427  {44,658) 88988
Net gains/{losses) on investment assets
Investment Programmes - 14,682 - - - - 14,682
Venture (?194) - 17952 - - - 8,758
Start Up Loans - - - (68,423) - - (68,423)
(2194) 14,682 177952 (68,423) - - (443983
Net gain on write down of
repayable capital grant - - - 37,782 - - 37,782
Operational expenditure 7
Staff costs {1,63¢) (1,815) {1,482) (3,660) (22,850) - {30,743)
Professional services (28) {893) (P66) {668) {7.082) - (2,637)
General operations (16,494) (10,434  (10,164) (12,339} (20,061) 43,662  (25,830)
(17.558)  (13,142)  (12,612) (16,567) (49993) 43,662  (66,610)
Net operating profit before ECF
loan commitment financial
liability and interest payable (25,138) 22,215 6,952 1,115 1,429 (996) 15,577
ECF fair value provision expense 38,654 - - - - - 38,654
ECF fair value provision on new
commitments (44.941) - - - - - (44.941)
Finance costs - - - - (314) - (314)
Interest payable - - - (996) {11,114) 996 {1,114)
Profit/(loss) before tax (31,425) 22,215 6,952 119 1 - (2,138)
All transactions between Group companies take place on an arm’s length basis. There are no differences
between the entities’ reportable profit or loss and the results in the note above.
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9. Operating segments {continued)
The ECF portfolic [s classified as FVTPL. For the measurement of the Group’s financial target interest income,

which is part of the fair value movement is included, and all other accounting impacts as shown in the table
below are excluded.

The table summarises the amounts relating to the ECFs that have been recognised in arriving at the Group
profit/{loss) before tax in the Consolidated Statement of Comprehensive Net Income.

2021 2020

Note £000 £000

Fair value adjustment on initial recognition 13.2 (40,674) {38,654)
Fair valuation movements 13.2 52,345 30,304
Provision released in year 16 40,674 38,654
Net gain on Enterprise Capital Funds 52,345 306,304

SUL

The Group accepts a lower than market rate of return from Start Up Loans to entrepreneurs as discussed in
note 2 to the financial statements. Accounting standards require the Group to recognise & fair value adjustment
an initiat recognition when it makes a Start Up Loan.

2021 2020

Note £000 £000

Gross lending advanced in the year 13.1 137,385 Q5,689
Fair value adjustment on initial recognition 13.1 (32,908) (19,394)
Fair value on initial recognition 104,480 76,195
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Consolidated statement of financial position as at 31 March 2021
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]

Company
ple and Total
BBFL BB BPC SUL BBFSL Group
£000 £000 £000 £000 £000 £000

Investment assets
Amortised cost

BFP Mid Cap - 92,609 - - - 92,609

[nvestment Programme - 176,813 - - - 176,813

Lean to Midlands Engine Investments 14,923 - - - - 14,923

Start Up Loans - - - 157,366 - 157,364

Loan to Northern Powerhouse

[nvestments 20,585 - - - - 20,585
Assets held at FVTPL

BFP Mid Cap - 31290 - - - 312190

Investment Programme - 441906 - - - 441906

Enterprise Capital Funds 334,536 - - - - 334,536

Venture/Venture Growth - - 653,082 - - 653,082

UKHF - 141,725 - - - 141,725

Other venture capital investments @539 75,705 12,862 - - @8,106
Total investment assels 379,583 1,240,948 665,244 157,366 - 2,443,841
ECF loan commitments financial llability (140,979) - - - - (140979)
Net investment assets 238,604 1,240,948 665944 157,366 - 2,302,862
Other assets/(liabilities)
Other assets 20,206 91,69¢ 14,855 4,650 56,094 187404
Loans and other borrowings - - - (107586) (136,407) {(243263)
Amounts owed from Group undertakings 44 574 50,946 (23,381 (52,568) (19,571) -
Amounts owed to Sharehoider - - - - (2,600) {2,600}
Qther liahilities (276) {23,850) (43,121 (1,631 {(22,798)  {(91,678)
Total net assets 303,108 1,359,743 614,297 161 (132,282) 2,145,027

At 31 March 2021 the Company held investments in subsidiaries of £1.982.7m which are eliminated in full on

censolidation.
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9. Operating segments (continued)

Consolidated statement of financial position as at 31 March 2020

Company
ple and Total
BBFL BBI BPC SUL BBFSL Group

£000 £000 £000 £000 £000 £000
Investment assets
Ameortised cost

BFP Mid Cap - 89,876 - - - 89,876
Investment Programme - 226,68 - - - 22668
Loan to Midlands Engine Investments 14,724 - - - - 14,724
Start Up Loans - - - 120937 - 120937
Loan to Northern Powerhouse
Investments 20,288 - - - - 20,288
Assets held at FVTPL
BFP Mid Cap - 379196 - - - 379,196
Investment Programme - 390,866 - - - 390,866
Enterprise Capital Funds 253,344 - - - - 253344
Venture/Venture Growth - - 318,600 - - 318,600
UKNF - 142,253 - - - 142,253
OCther venture capital investments 3,997 10,791 6,475 - - 21,263
Total investment assets 292,353 1,239,150 325,075 120,937 - 1,977,515
ECF loan commitments financial liability (145,664) - - - -~ {145,664)
Net investment assets 146,689 1,239,150 325,075 120,937 - 1,831,851
Other assets/{liabilities) .
Other assets 23,452 32,325 13,215 2,442 23990 95,424
Loans and other borrowings - - {69,238) (631.840] (601,078)

Amounts owed from Group undertakings (68,032) 78,002 (134,014) {61,845} 175,889 -
Amounts owed by Shareholder - - - - 240,400 240,400
Other liabilities {(220) (1,073)  (2,568) (2,173)  {21,331)  {27,365)
Total net assets 101,889 1,348,404 201,708 123 (112,892) 1,539,232

At 31 March 2020 the Company held investments in subsidiaries of £1,575.7m which are eliminated in full on
consolidation.
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10. Cash and cash equivalents

2021 2020
£000 £000
Government Banking Service o 116,665 46,566
Commercial banks 21,657 17139
Total cash and cash equivalents . 138,322 63,705

As the majority of cash is held in the Government Banking Service there is minimal cost to the Exchequer.

11. Loan amounts owed (to)/from Shareholder

2021 2020
£000 £000
Amounts owed (to)/from Shareholder {2,600) 240,400

BBB loaned £600m to BEIS, its Shareholder, under the terms of two Loan Agreements. The amounts lent are
repayable on demand and have a zero-interest rate. In the year ending 31 March 2021 the remaining balance of
£240.4m was repaid in full (2020: £284.6m).

Since the above loan repayments, the Company has received £9.6m from BEIS, which is repayable on demand
and has a zero-interest rate.

12. Trade and other receivables

2021 2020

£000 £000
Amounts receivable within one year 7 S 4 _
Trade receivables , , 5,815 _ - 2,671
Accruedincome - 7,385 5,193
Prepayments and other receivables 1,283 1973
Total trade and other receivables 15,183 9,837

The Directors consider that the carrying amount of trade receivables approximates to their fair value as they
are short-term in nature.
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13. Investments
Business Finance Partnership |
British Business Investments
Limited (BBI) manages the
Business Finance Partnership
programme.

The Business Finance Partnership
{BFP) invested in funds which lend
to medium-sized businesses with
turnover of up to £500m. Under
IFRS @ the BFP portfolio was
classified as FVTPL except for
one fund.

Investment Programme

BBI manages the Investment
Programme. It makes commercial
investments that stimulate at least
the same amount of private sector
investment, encouraging new
lenders into the market and the
growth of smailer lenders. BBi's
investments in Limited
Partnerships through the
Investment Programme are
classified as FVTPL.

This programme has participated in '
peer-to-peer lending, invoice |
discount finance, asset finance and
other credit facilities. This lending
is classified as amortised cost
under IFRS 9.

Through the Investment
Programme, BBI participated in a
public issue of Tier 2 fixed rate
reset callable subordinated loan
notes by Shawbrook Bank plec with
an initial semi-annual coupon of
9% during the current financial
year. BBl also is a participant in
existing loan notes by Atom Bank
with fixed coupon of 10% p.a.,
Secure Trust Bank with interest
rate of 6.75% p.a., and PCF Bank
Ltd with fixed coupon of 8% p.a.
These investrments are classified as
amortised cost under IFRS 2.
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" Venture/Venture Growth

* Through the Venture/Venture

Growth programme, BPC invests
in commercially viable venture and
venture growth capital funds,

| including evergreen structures, to

support UK companies with
high-growth potential to access

" the long-term financing they need
- to scale up. BPC will also investin

co-investment opportunities
arising through its portfolio.

. These investments are accounted
i for and measured at FVTPL under

IFRS 9.

Through the Direct Investments
programme, BPC invests in late-

i stage UK scale-up companies.

Currently it co-invests alongside
BPC fund GPs into their existing

. pertfolio companies. This allows
" BPC to increase its exposure to

the best portfolio companies in
its best funds.

UK Innovation
investment Fund

The UK Innovation Investment
Fund (UKIIF) is funded by BBl and
supports the creation of viable
investment funds targeting UK
high-growth technology-based

" businesses. It has invested through
. two underlying funds of funds, the

UK Future Technolegy Fund, which

i has now ceased making new
" investments, and the Hermes
- Environmental Impact Fund.

The UKIIF investments are
accounted for and measured at
; FVTPL under IFRS 9.

british-business-bank.co.uk

Enterprise Capital Funds
British Business Finance Limited
(BBFL) invests in Enterprise Capital
Funds (ECFs). ECFs are
commercially-focused funds that
bring together private and public
money to make equity investments
in high-growth businesses. BBFL
invests into funds on terms that
improve the cutcome for private
sector investors when those funds
are successful. It does this biy
taking an agreed prioritised return
of 3%—4 5%. In return BBFL is
entitled to Jess of any upside gain in
excess of the agreed return.

BBFL intentionally makes a trade-
off between the prioritisad return
and potential upside gains. Qverall,
the terms mean that BBFL expects
the ECFs to provide a positive
return to government, but this
return will be lower than that
typically sought by a private sector
investor. This is in line with the ,
Group’s strategic objectives.

The inveétments in ECFs are
classified as FVTPL under IFRS 9.

Accounting standards require that
financial assets are recognised at
fair value, which is the amount that
a private sector investor would pay
for the investments. This means
that for every ECF investment a fair
value adjustment on initia!
recognition is recorded to reflect
the fact that it will not provide the
leve! of return sought by a private
sector investor, even if it is
providing a positive return. ECF
investments are measured at fair

: value on an ongoing kasis. See note

13.2 for details:
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BBFL signs ECF agreements
committing to the prioritised return
and reduced upside gain in
advance of drawdowns. At the
point that BBFL enters into a new
commitment to provide & loan at
below market rate it recognises a
provision which it accounts forasa
FVTPL financial liability. The '
provision is released when a
commitment is drawn to recognise
a reduction in the liability. The
provision is measured as the NPV
of the commitment using a
combination of the expected
market return, minus prioritised
return and the weighted average
life of the portfolio. See note 16 for
further commitment details.

Managed Funds

The BBl Managed Funds
programme's mandate is to
channel institutional capital to
innovative, high-growth companies
so they might meet their full growth |
potential. Through this programme,
the Group expects to become a
significart, cornarstone investor in
funds of funds with a patient
capital mandate. The £500m initial
allocation which has been made to
the programme represents a
significant commitment in the
years ahead. The investments in
Managed Funds are classified as
FVTPL under IFRS 9.

Regional Angeis Programme

The Regicnal Angels Programme,
managed by BB, is designed to
address regional imbalances in the
availability of angel finance, and to
increase the amount of capital
available to smaller businesses with
high-growth potential through angel |
networks, particularly in areas E
where this type of finance is less
readily available. i

British Business Bank
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Other Venture Capital

Investments

BBFL also has three other smaller
schemes: Help to Grow funds,
Aspire and the Direct Investments.
These are detailed in note 13.2.

Start Up Loans

SUL tends to entrepreneurs via a

. number of delivery partners at an
»interest rate of 6%. Losses on

these loans are expectad to be
between 30% and 40% of the total
toans advanced, reflecting the
non-commercial nature of the
scheme. This lending is classified
as amortised cost under IFRS 9.

Accounting standards require that
these loans are measured at fair
value on initial recognition and
subsequently measured at
amortised cost. The fair value

! adjustment on initial recognition

represents the difference between

. the face value of loans written and
" the present value of future

~ expected cashflows discounted

. using an appropriate discount rate.

- Accrued interest income and
- amortisation of the fair value
. adjustment on initial recognition

are calculated for each individual
loan. For presentation purposes
these are disclosed separately as
the accrued interest income is the
contractual interest that will be
collected whilst the fair value
adjustment on initial recognition
will be amortised over the life of
the leans.

british-business-bank.co.uk
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Impact of Covid-19 on
Investment Valuations

As reported in the prior year, the
Covid-19 pandemic caused a
significant slow-down in economic
activity in the final quarter of
2019-20. During the year ended
31 March 2021 we have seen a
recovery in economic activity
compared to the 2019-20 final
guarter which in turn has had an
impact on the Group’s investment
valuations at the reporting date.

The Covid-19 impact on the
Amortised Cost investments has
been proportionally greater than
on the FVTPL investments, and
management’s estimate of the
companent of the 2020-21 ECL
provisicn which is Covid-19 refated
is around £8.2m out of a total ECL
provision of £76.7m. The Covid-19
amount has reduced year on year
by £21.5m, reflecting the improved
eccnomic outlook. The forward-
looking nature of the approach to
calculating ECL provisioning under
IFRS ¢ means that future losses are
recognised at an earlier stage and
take account of forecast future
economic scenarios. The nature of
the lending within the larger
portfolios within the Amortised
Cost portfolio, in particular Start
Up Loans and the peer-to-peer
platform lending (which is lending
to start-ups and micro-businesses
often without collateral), makes
these investments more vulnerable
to any impact of an economic
downturn.
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The uncertainty resulting from
Covid-19 mainly arises from the
uncertainty in the UK economic
recovery path that is yet to unfold
and how it will impact the
magnitude and timing of the stress
uplift to PD, LGD and the stress
transition from stage 1to stage 2.
As detailed in note 3, this has been
considered via the adoption of a
revised economic base case
together with post-model overlays
to estimate the impact on PD, LGD
and Staging transition model inputs.

The FVTPL investment portfolio is
more diversified with a wider
spread of investments ranging from
early stage start-ups to mid-market
corporates. The BPC and ECF
funds have significant investments
in high-growth early-stage,
technology-led businesses that
have been relatively resilient to the
impact of Covid-19. BFP Mid Cap
and the Investment Programme are
weighted towards the traditional
sectors of the economy which have
been more exposed to the impact
of Covid-19. The UKIIF portfolic has
benefited from significant upward
valuations in fife sciences and
healthcare focused funds.

The Covid-19 pandemic has given
rise to additional uncertainty
around investmeant valuations as
the extent of the impact of
Covid-19 is still not clear. The
impact on investments will vary
depending on individual business
models, the length and form of
lockdown measures and the
success of government
interventicons. Valuation
methodologies include market
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| Withdrawal from

programmes”

As reported in the prior year, in this,
and future Annual Reports, to
maintain transparency on this
fopic, we commit to reporting on
any material changes to the
summary statements praviously
reported {such as withdrawal
completing, or conversely, if
programmes are refinanced).

Enterprise Finance

. Guarantee

This guarantee programme was
! established post the 2008/09

financial crisis and announced by
the government in 2009. its aim

' was to facilitate lending to smalier
- businesses that were viable but
~ unable to obtain finance from their

lender due 1o having insufficient

i security to meet the lender’s

| normal security requirements. This
" was achieved by the programme

| providing a government-backed

' guarantee of up to 75% against the

outstanding facility balance. This
guarantee programme has always
been shown in the BEIS Annual

. Report and Accounts and is not
i reported within this Annual Report

multiples, industry benchmarks and |

discounted cashflows, alt of which
are inherently more uncertain as
market places change and so
forecasts and historical reference
points become less reliable.
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Following the launch of the
Covid-12 financial response
guarantee programmes (BBLS,
CBILS, CLBILS) in response to the
ongoing pandemic the decision
was taken to withdraw the
Enterprise Finance Guarantee. As a
consequence, no further lending
was made under this programme
after April 2020. The programme
has entered managed run-off with
exposure decreasing in the year to
31 March 2021 due to the natural
facilities that hold an Enterprise
Finance Guarantee. It is
anticipated that this managed run
off will take a number of years to
complete given the term nature of
some of the underlying facilities.

In terms of the impact of this
withdrawal decision as shown in
the adjusted return on pS6, a
liability for future claims is
presented which at 31 March 2021
was £40.4m. This currently reduces
the Bank’s total assets under
management. As the run off of the
programme continues, this liability
will unwind as further and final
claims are made.

* In this withdrawal from programmes
section, assets under management is
defined as the combined total of the fair
value of funded commitments, and the
notional {stock of finance supported)
value of guarantee commitments.



Notes to the consolidated Annual Report and Accounts 2021
financial statements

13. Investments {(continued)

13.1 Amortised cost investments
As at 31 March 2021

Amortisation

Fair value of fair value
adjustment adjustment Expected
Opening on fnitiat Accrued oh initial credit loss Closing
balance Additions recognition Repayments Interest  recognition Derecognition' allowance balance
2000 £000 £000 £000 £600 £000 £000 £000 £000
BFP
Mid Cap 89,876 14,093 - (16934) 4,267 - - 1307 92,609
[nvestrment
Programme 226,168 150952 - (212,562) 13778 - - (1523) 176,813

StartUp Loans 120937 137,385 (32905) (82753) 7376 18847 (66,317) 44796 157,366
Loan to

Northern
Powerhouse
Investments 20,288 - - e 679 - - 297 20,585
Loan to
Midlands Engine
Investments 14,724 - - (482) 482 - - 199 14,923
Total 471993 302,430 (32905) (313,410) 26,682 18,847 (56,317} 45076 462,296
As at 31 March 2020
Amortisation
Fair value of fair value
adjustment adjustment Expected
Opening on initial Accrued on initial credit loss Closing
balance Additions recognition Repayments Interest recognition Derecognition’  allowance balance
£000 £000 £000 £000 £000 £000 £000 £000 £000

BFP
Small Cap 2 - - (54) - - 52 - -
BFP
Mid Cap 55,432 46772 - (12974) 3,460 - - (2814 89876
Investment
Programme 233042 98,337 - {(Nn3,802) 15907 - - (7.816) 226,168

Start Up Loans 137,241 95589 (19,394) (75107) 10918 20,720 (18,245) (30,785) 120,937
Loan to

Northern

Powerhouse

investments 4209 15,700 - (378) s - - (321) 20,288
Loanto

Midlands Engine

Investments - 15,000 - (152} 152 - - {276y 14,724
Total 431126 271,398 (19,394) (202,467) 30,815 20,720 (18,193) (42,012) 471,993

The amortisation of the fair value adjustment on initial recognition represents the difference between the
contractual interest rate and the effective interest rate applicable for the financial asset.

"Derecognition relates to closures and write-offs.
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13. Investments {continued)
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13.2 Investments held at fair value through profit or loss

Fair value
adjustment on
Opening initial Fair value Closing
balance Transfers Additions recognition Repayments movements balance
£000 £000 £000 £000 £000 £000 £000
BFP Mid Cap - 379,196 - 5,000 - (86,882) 14,876 312,190
Investment Programme 39_0__,866 - 89,690 - (87,738} 49,088 441906
UKIIF S 142,253 - - 5,869 - (35,240) 29,543 141,725
Managed Funds 110,243 - 43 569 - (2,473) 8,301 59,640
Regional Angels 548 - 15,342 - (254 429 16,065
Venture/\/enture Growth 325,075 - , 1@8,116 - (223999} 195,762 665,944
Enterprise Capital Funds - 293,344 - 82,258 (40,674) (12,737} 52,345 334,636
Help to Grow Funds 3,261 - 3,448 - - - 6,709
Aspire 501 - - - - 546 1,047
Capital for Enterprise
Fund 7 22 - - - @7) 75 -
CIE Direct Investment 20C - - - - 1,664 1764
Direct Investments 13 - - ~ - 6 19
Total 1,505,522 - 113,292 (40,674) (249,120} 352,525 1,981,645
As at 31 March 2020
Fair value
adjustment on
Opening initial Fair value Closing
balance Transfers Additions recognition Repayments movements balance
£000 £000 £000 £000 £000 £000 £0G0
BFP Mid Cap 436,058 - 33,000 - (78,487)  (M,375) 379,196
Investment Programme 296961 - 154,563 - (71,816) 1,158 390,866
UKIIF 123,765 - - 5,830 - {11,940} 24,598 142,253
Managed Funds - - 9,364 - - 879 10,243
Regional Angels - - 548 - - - - 548
Venture/Venture Growth 203,049 (38,326) 149,914 - (7,514) 17952 325,075
Enterprise Capital Funds 226,6M - 75,695 (38,654)  (40,612) 30,304 253,344
Help to Grow Funds 1,368 - 2,153 - (260) - 3,261
Aspire 528 - - - - 27 501
Capital for Enterprise
Fund 395 {538) - - - 163 22
CfE Direct Investmant - 536 - - ~ (336) 200
Direct Investments 59 - - - ~ (46) 13
Total 1,288,794 {38,326} 431,067 (38,654) (210,629) 73,270 1,505,522

Repayments are received when a fund has exited or partially exited an underiying investment and the Group
receives its share of the proceeds due to the contractual obligations of the fund.

150 British Business Bank

british-business-bank.co.uk



Notes to the consolidated Arnual Report and Accounts 2021
financial statements

14. Right-of-use assets
Right-of-use Property

£000
Cost or valuation
At 1 April 2020 13,377
At 31 March 2021 13,377
Accumulated depreciation and impairment _ o S
At 1 April 2020 o _ - (2,708)
Charge for the year (1,352)
At 31 March 2021 {4,060)
Carrying amount 7 7 _ _ _
At 31 March 2021 2,317
At 31 March 2020 10,669
Right-of-use Property is the value of the leased property recognised upon implementation of IFRS16.
The corresponding lease liability is disclosed in note 18.
15. Trade and other payables
2021 2020
£000 £000
Amounts falling due within one year o . S
Trade payables 1,700 1,510
VAT and social security L 2 o148
Accrued expenditure _ 7 23,858 ‘ 16,209
Other payables _ _ o - - 1483 - 938
Deferred scheme income 198 1,559
Total trade and other payables 29,391 21,451
The Directors consider that the carrying amount of trade payables approximates to their fair value.
16. ECF loan commitment
2021 2020
£000 £000
Balance at 1 April N 145,664 139,377
Provided in year on new ECFs 7 o 35,989 _ 44,941
Released in year (40,674} (38,654)
Balance at 31 March 140,279 145,664
Ofwhich: | o | T
Current 38,426 39,036
Non-current 102,553 106,628
140,979 145,664

Non-current amounts relate to undrawn loan commitments where, based on historical and forecast information,
it is not anticipated the commitments will be utilised within the next 12 months. Given the uncertain nature of
timings of the Drawdowns from ECFs the Directors believe this is the best estimate at the Consolidated
Statement of Financial Position date.

Commitment provisions that are amortised in the year are those affected by changes in assumptions and not
occurring as a result of drawdowns or new commitments.
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17. Loans and other borrowings

2021 2020
£000 £000
Repayable within one year - 7 7
Unsecured loans provided by _E_SEIS - N 7 14,894 14,894
Unsecured loans provided by the Nuclear Liabilities Fund - 7 - 361,440
Repayable capital grants 92,662 54,344
107,556 430,678
Repayable after one year N , o -
Unsecured loans provided by the Nuclear Liabilities Fund 136,407 170,400
Total loans and other borrowings 243,963 601,078

The capital grants have been classified as a current liability as they are repayable on demand, in whole or in
part, under certain conditions,

During the year the Group received capital grants of £68m (2020: £nil) and wrote down the value of capital
grants by £29.7m (2020: £37.8m).

BEIS has provided twa term loan facilities to SUL. The first facility of £12.0m was provided on 24 February 2014
and is repayable on 17 December 2021. The balance of this loan facility at 31 March 2021 was £79m (2020:
£79m). A further term facility of £10.0m was provided on 17 December 2075 and is also repayable on 17
December 2021. The balance of this facility at 31 March 2021 was £7m (2020: £7m).

On 23 August 2018 the Group received a loan of £350m from the Nuclear Liabilities Fund to be used for
general corporate purposes, which was repaid in full on 23 August 2020. This loan accrued interest at a rate of
2% per annum and £29m (2020: £7.2m) of interest accrued in the year. The balance of this loan at 31 March
202% was £nil (2020: £361.4m).

On 28 December 2018 the Group received a second loan of £250m from the Nuclear Liabilities Fund which is
used for making investments on behalf of the Nuclear Liabilities Fund after 1 April 2019. The term of this loan is
4 years with the value reducing in £5m tranches as the Group makes investment payrments on behalf of the
Nuclear Liabllities Fund. Any amount unutilised at 28 December 2022 will be repaid on this date. This loan
accrues interest at a rate of 2% per annum up to and including 31 March 2021, then decreasing to 1.5% for the
remaining life of the loan. £3.1m (2020: £39m) of interest accrued in the year. During the year repayments of
£34.1m (2020: £79.6m) were made against the unsecured foans and interest of £3.1m (2020: £3.9m) was repaid.
The balance of this loan at 31 March 2021 was £136.4m (2020: £170.4m).

BEIS is a party to both of the Nuclear Liabilities Fund loan agreements, under the terms of which it has
undertaken at the repayment dates, to provide funding to the Group to enable it to discharge its obligations
to repay the loans including any interest or costs accrued.
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18. Lease liabilities

2021 2020
£000 £000
Maturity analysis — contractual undiscounted cashflow _
Less than one year 1,898 76
One to five years 7,590 7590
More than five years 3,551 5,449
Total undiscounted lease liabilities at 31 March 13,039 14,215
Lease liabilities included in the consolidated statement of financial
position at 31 March 11,995 12,867
Current 1,624 870
Non-current 10,371 1,997
19. Reconciliation of liabilities arising from financing activities
The changes in the Group's liabilities arising from financing activities can be classified as foltows:
Long-term  Short-term Lease ECF loan
borrowings borrowings Liabilities commitments Total
. £000 £000 £000 £000 £000
Balance at 1 April 2020 170,400 430,672 12,867 145,664 759,603
Cashflows: , L L
Repayments - {37.130) (364,304) {1,176} - (402,610)
Proceeds o - 68,000 - - - 68,000
Non-cash: , , o
Interest _ ' ' - 337 2,870 304 - 6,31
Provision movement S - - - {4,685) (4,685)
Write off - (29,682) - - (29,682)
Balance at 31 March 2021 136,407 107,556 11,995 140,979 396,937
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19. Reconciliation of liabilities arising from financing activities (continued)

Long-term  Short-term Lease ECF loan
borrowings  borrowings Liabilities commitments Total
£000 £000 £000 £000 £000

Balance at 1 April 2019 - 619168 92,127 - 139377 850,662
Cashflows:
Repayments (84437 - {490) - - (84927)
Non-cash: N : :
IFRS 16 adoption , - I - - 13,043 o - 13,043
Transfers 7 (369127) 369,127 - - -
nterest , 4,806 7,200 314 - 12320
Provision movement _ - _ - - 6,287 6,287
Write off - (37.782) - - {37,782)
Balance at 31 March 2020 170,400 430,672 12,867 145,664 759,603

20. Contingent liabilities and indemnities

The Group has taken adi/antage of the exemption available under section 479A Subsidiary companies:
conditions for exemption from audit of the Companies Act 2006 which exempts qualifying companies from the
audit of their individual accounts for a financial year. The exemption is in respect of the following subsidiaries:

Subsidiary name 7 Registered No.
British Business Finance Limited - - 09091928
British Business Financial Services Limited _ _ 09174621
Capital for Enterprise Limited 06179047
Capital for Enterprise Fund Managers Limited N , 06826072
Capital for Enterprise (GP) Limited 5C354499
British Business Aspire Holdco Limited , _ 09263859
The Start Up Loans Company , 0817656

As required by the Act, the British Business Bank plc:

— guarantees all outstanding liakilities to which the subsidiary companies are subject at the end of the financial
year to which the guarantee relates, and until they are satisfied in full

— asserts that the guarantee is enforceable against the British Business Bank plc by any person to whom the
subsidiary companies are liable in respect of those liabilities.

Under the Bank’s Help to Grow financial guarantee programme, the Bank has entered into financial guarantee
agreements of £nil (2020: £10.5m). The Bank has guaranteed 75% of eligible lending to SMEs under these
agreements and a counter guarantee is in place that guarantees 50% of the Bank’s 75% of eligible lending.

As at 31 March 2021 the amount lent under these financial guarantee agreements was £3m (2020: £3m). The
programme is now closed and there will be no further lending.
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The British Business Bank plc had the following undrawn commitments at the balance sheet date in relation to

its existing investment portfolio:

2021 2020

£000 £000
British Business Investments_l__imited 7
BFP Mid Cap _ 16,001 122915
Investment Programme 445,088 313,179
UKIF— 15,102 20,970
Regional Angeis 69,369 34,452
Managed Funds 319,617 285,199
British Patient Capital Limited o
Venture Growth 250,590 147,345
Venture 267534 322947
Co-Investment - 22987
Venture Solutions 7
Enterprise Capital Funds 280,461 284,552
Other , , , o
Northern Powerhouse Investments Ltd 29,300 - 29,300
Midlands Engine Investments Ltd 17,500 17,500

1,710,562 1,601,346

21.2 Share capital

2021 2020
Issued and fully paid ordinary shares of £1 each: 1,860,711,268 1,496,407924

£000 £000
Brought forward 1,496,408 1,496,408
Shares issued for cash 364,303 -
Carried forward 1,860,711 1,496,408
The Company has one class of ordinary shares which carry no right to fixed income. During the year the
company issued 364,303,344 ordinary £1 shares at par value.
British Business Bank british-business-bank.co.uk 165



Notes to the consolidated Annual Report and Accounts 2021
financial statements

22, Subsidiaries and other significant undertakings

The Group consists of a parent company, British Business Bank plc, incorporated in the UK, and a number of
subsidiaries held directly by the British Business Bank ple, which operate and are incorporated in the UK.

The subsidiary undertakings of the parent company are shown below. The capital of each entity depends on its
nature and consists of ordinary shares. All the subsidiary undertakings have the same registered address being,
Steel City House, West Street, Sheffield S12GQ with the exception of The Start Up Loans Company whose
registered office is 71-75 Shelton Street, Covent Garden, London WC2H 9JQ.

Country of Shares held by
Subsidiary incorporation Nature of Business the Group
British Business Investments UK Makes commercial investments into 100%
Limited” providers of finance to smaller

businesses plus venture capital fund
N investments o
BBB Patient Capitai Holdings UK Holding company 100%
British Patient Capital Limited' UK Makes commercial investments inte 100%
_ venture and growth capital
British Business Finance Limited UK Manages and invests into schemes 100%
- on behalf of the Group _ _
British Business Financial Services UK Administers investment schemes 100%
Limited on behalf of the Department for
Business, Energy & Industrial
) ) Strategy o
Capital for Enterprise Limited" UK Holding company _ 100%
Capital for Enterprise Fund Uk Acts as fund manager of Capital for 100%
Managers Limited" Enterprise LP. ,
Capital for Enterprise (GP} Limited” UK Acts as general partner to Capital 100%
3 _ o _ for Enterprise L.P. o 7

British Business Aspire Holdco UK Provides equity investments to 100%
Limited” B women-led SMEs
The Start Up Loans Company” UK Provides loans to entrepreneurs 100%

* Indicates investments are not directly held in these companies.

The Start Up Loans Cempany is a company limited by guarantee of which British Business Finance Limited is
the sole member.

Details of the subsidiaries’ results either individually or as part of a consolidated group, including their net assets
as at the balance sheet date and their profit or lass for the year ended 31 March 2021, are provided in the
segmental reporting note 9.
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22. Subsidiaries and other significant undertakings (continued)

The British Business Bank Group also has the following significant holdings in undertakings other than
subsidiaries.

Country of Shares held by
Subsidiary 7 7 - N ~ Incorporation Nature of Business _ _ ~the Group
BMS Finance S.A.R.L. Luxembourg  Not classified 49.8%

Registered address:

95 Avenue Pasteur, L=2311, Luxembourg 7 7 7 7

Industrial Lending 1 (Boost Fund) Luxembourg  Class Ashares 46.6%
Registered address:

6 Rue Adolphe, L1116, Luxembourg _ B _ _ h ' :
Pricoa Sterling Corporate Bond Fund® Ireland Not classified 6E17%
Registered address:

70 Sir John Rogerson’s Quay, Dublin, Ireland

Crown Growth Europe Expansion S.C.S. Luxembourg  Class A and 33.3%
Registered address: Class O-P shares

8 Rue Lou Hemmer, L-1748 Senningerberg,

Luxembourg 7 7 -

Pyropure Limited UK Class A shares 255%

Registered address:

Vestry House, Laurence Pountney Hill,

London, EC4R DEH - 4 o o

Muzinich UK Private Debt Fund Luxembourg  Not classified 20.7%
Registered address:

49 Avenue J.FK, 151855, Luxembourg

* Pricoa’s latest financial year end was 30 June 2021. The fund does not preduce separate accounts and therefore figures for the fund
are not available.
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23. Structured entities

A structured entity is an entity in !

which voting or similar rights are

not the dominant factor in deciding
. influence, its own returns, it may

| consolidate the entity. In other

* cases, it may sponsor or have

~ exposure to such an entity but not
i consolidate it. As at 31 March 2021
) . o I and 31 March 2020 the Group

An interest in a structured entity is " does not consolidate any interests
" in structured entities as the Group
- is not considered to have control

" or significant influence over these

control, Structured entities are
generally created to achieve a
narrow and well-defined objective
with restrictions around their
ongoing activities,

any form of contractual or non-
contractual invelvement which
creates variability in returns arising
from the performance of the entity
for the Group. Such interests
inciude debt and equity
investments and investment
management agreements.

British Business Bank

Depending on the Group’s power
over the activities of the entity and
its exposure to, and ability to

entities due to the way these

entities are structured.

" The Group has £1982m

(2020: £1,506m) of interests in
fimited partnerships considered to
be structured entities that were

. measured at fair value through P&L.
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24, Financial instruments

24.1 Categories of financial instruments
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The following tabte analyses the Group's financial assets and liabilities in accordance with the categories of

financial instruments in IFRS 9.

At 31 March 2021

Assets Liabilities Liabilities
Assets held held at held at held at
at FVTPL amortised amortised FVTPL Total
Note £000 cost£000 cost£000 £000 £000
Assets
Amortised cost
investment assets 131 - 462,296 - - 462,296
Investment assets held at FVTPL 13.2 1,981,545 _ - - - 1981545
Trade and other receivables e - 13958 - - 13,958
Cash and cash equivalents 10 - 138,322 - - 138,322
Total assets 1,981,545 614,576 - - 2,596,121
Liabilities ’ - B N 7 B -
Trade and other payables 11/15 - - {26,937) {9,600) (36,537)
Loans and other borrowings 17 - - (151,301  (92,662) (243,963)
ECF loan commitments 16 - - - 140,979y (140,979)
Lease liabilities 18 : - (11.995) - (11995)
Total liabilities - - (190,233) (243,241) (433,474)
Net assets 1,981,845 614,576 (190,233) (243,241) 2,162,647
At 31 March 2020
Assets Liabilities Liabilities
Assets held held at held at held at
at FVTPL amortised amortised FVTPL Total
Note £000 cost£000 cost£000 £000 £000
Assets
Amortised cost
investment assets B 7 13.1 - 471993 - - 471993
Investment assets held at FVTPL 13.2 1,505,522 - - - 1,505,622
Trade and other receivables N2 240,400 8,794 - - 249,194
Cash and cash equivalents 10 - 63,705 - - 63,705
Total assets 1,745,922 544,492 - - 2,290,414
Liabilities )
Trade and other payables 15 - - (20,000) - (20,006)
Loans and cther borrowings 7 - - (546,733) (54,345)  {601,078)
ECF loan commitments 16 - - - (145,664)  {(145,664)
Lease liabilities 18 - - (12,867) - (12,867)
Total liabilities - - (679,606) (200,009) (779,615)
Net assets 1,745,922 544,492  (679,606) (200,009) 1,510,799
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24.2 Fair value
measurements
The note set out below provides
infermation about how the Group
determines the fair values of
various financial assets and
financial liabilities. Fair value is the
price that would be received to sell
an asset or paid to transfer a
liability in an orderly transaction
between market participants at the
measurement date, regardless of
whether that price is directly
cbservable or estimated using
another valuation technigue.

For financial reporting purposes,
fair value measurements are
categorised into Level 1, 2 or 3
based on the degree to which the
inputs to the fair value
measurements are observable and
the significance of the inputs to the
fair value measurement in its
entirety, which are described as
follows:
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The Group's financial assets are all

i classified as Level 3 assets, except

for two amortised cost
investments and one FVTPL

. investment which are classified
. as Level 1 assets.

During the year ending 31 March

i 2021 the fair value of investment
| assets held at fair value through

profit or loss increased by £352.5m

- (2020: £73.3m) taken to the

Consolidated Statement of
Comprehensive Net Income.
A large proportion of the overall

: fair value increase is driven by

increases on a small number of
investment assets. In addition,

' there was a fair value decrease of

£40.7m (2020: £38.7m) as a result
of fair value on initial recognition
taken to the Consolidated

| Statement of Comprehensive Net
' Income. Fair value impairments on

initial recognition of amortised cost

! investments of £32.9m (2020:
| £19.4m) were taken to the

- Consolidated Statement of

— tevel 1 fair valug measurements
are those derived from quoted
prices {unadjusted) in active
markets

— Level 2 fair value measurements
are those derived from inputs
other than quoted prices
included within Level 1that are
observable for the asset or
liability, either directly {i.e. as
prices) or indirectly (i.e. derived
from prices)

Comprehensive Net Income.

Fair value of the Group's financial
assets and financial liabilities that
are measured at fair value on a
recurring basis.

Investments held at fair value
. through profit or loss (FVTPL)

' For all FVTPL assets, except for the

Enterprise Capital Funds, the

- investment valuation, a net asset

valuation (NAV) which is

. determined on a fair value basis, is

— Level 3 fair value measurements
are those derived from valuation
techniques that include inputs
for the asset or liability that are
not based on observable market
data (unobservable inputs).

The Group's investment portfolio
consists of assets carried at
amortised cost and fair value.
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* determined by investment

managers on a regular basis
(monthly or quarterty).

i The Directors review the
" investment valuation reports

periodically and are satisfied that
they provide an appropriate
measure of fair value at the

: reporting date.

british-business-bank.co.uk

Enterprise Capital Funds

For the purposes of valuation, the
Enterprise Capital Funds
investments are bifurcated into a
debt and a derivative element,
which are disclosed together. The
primary valuation methodology
used for the debt element of
investments is the discounted
cashflow method. Fair value is
estimated by deriving the present
value of the investment using
reasonable assumptions of
expected future cashflows and the
estimated repayment value and
date, discounted at the
appropriate risk-adjusted discount
rate.

The discount rate is estimated with
reference to the market risk-free
rate and a risk-adjusted premium.

\ Each investment has an annually

reviewed model, which for each
valuation assessment is updated
for actual asset performance and
key assumption and input changes.
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Enterprise Capital Funds also contain an equity derivative. The derivatives are valued using the Black-Schcles
model. The key inputs used in the derivative valuation are:

Input 7

Net amount drawn and fund valuation

as at 31 March 2021

Time to fund exit — ranging from 0-10 years

Volatility — ranging from 11.9% to 43.6%

Prioritised return —- rénging from 3.0% to 4.5%

Risk free rate _

Assumptions in determining the input

Net amounts drawn are cashflows from the business.
Furd valuations are reported by fund managers.

Assessed separately for each fund based on remaining

~investment period and estimated timescale for fund exits.

The FTSE AIM All Shares sector indices have been used
as a source for calcutating volatility. The volatility
applied to each fund varies according to the sector
focus of the fund and its expected maturity.

Set to equal the contractual return which funds must

~ pay before any upside on the option is realised.

Derived from UK government bonds.

Fair value of financial assets and financial liabilities that are not measured at fair value on a recurring basis

Set cut below is a comparison by class of carrying amounts and fair values of the Group's financial assets and

financial liakilities measured at amortised cost.

Financial assets at amortised cost
Amartised cost
BFP Mid Cap
Investment Programme
SUL _ _
Midlands Engine Investments
Northern Powerhouse Investments

Carrying Fair  Carrying Fair
Value Value Value Value
2021 2021 2020 2020
£000 £000 £000 £000

92,609 92,609 89876 89,876
176,813 190,851 226168 236,847
157366 168,886 120937 157,594
14923 15,000 14,724 15,000
20585 20,700 20,288 20,700

462,296 488,045 471,993 520,017

Financial Iiabilities_. at amortised cost
Unsecured loans
Capital grants

151,301 161,301 546733 546,733
92,662 92662 54345 54,345

243,963 243,963 601,078 601,078

Financial assets at amortised cost are classed as Level 3 assets except for one investment that is publicty
listed. Unsecured loans and capital grants are classed as Level 3 liabilities.

British Business Bank
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SUL

For the estimation of fair value at
the reporting date, the Group has
utilised a future expected cash
flow model which is based on the
recent past performance for
similar loans.

The future expected cashflows
derived from the model are
discounted using an appropriate
discount rate which has been
calculated by taking the b-year
median corporate debt rates for
Caa/C rated loans. This
information has been sourced from
Moody's market analysis. SUL are
classed as Level 3 assets based on
the valuation techniques used to
determine the fair value at the
reporting date. The fair value of
SUL is sensitive to changes in the
discount rate and to changes in
expected cashflows arising from
the actual and future expected
performance of the loans. A 2%
increase in the discount rate as a
result of movements in corporate
debt rates for Caa/C rated loans or
LIBCOR would have lead to an
approximately £5.6m decrease in
the fair value recognised at
inception for the loans newly
criginated during the year.

162
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BFP Mid Cap and Investment
Programme

Loans at amortised cost provided
through the BFP Mid Cap and the

; Investment Programme comprise

both fixed rate and floating rate
investments with an average
duration of not more than five

. years. The Directors have assessed

that the changes in interest rates
and in credit spreads and the
associated impact on the fair value
of these assets since they were
originated are not material to the
Group's results. The previous table

| shows the Director’s estimates of
. the fair value of these assets at 31
March 2021 and 31 March 2020.

' BFP Mid Cap and Investment

Programme amortised cost assets

. are classed as Level 3 assets in the
 fair value hierarchy except for two
| amortised cost investments which
" are classified as Level 1 assets.

i Unsecured loans and capital
| grants

" The carrying value and fair value of

unsecured loans reflect the

- amount at which the Group

| expects to settle its liabilities with
" BEIS and the Nuclear Liabilities

. Fund respectively. The carrying

' value and fair value of the BEIS

" capital grant are equivalent

because the grant has no maturity
and is repayable on demand, in

- whole or in part, under certain
! conditions.

british-business-bank.co.uk

Liabilities held at FVTPL

The ECF loan commitments are
part of a group of financial assets
and financial liabilities that are
managed, and their performance
evaiuated on a fair value basis, and
information about the group is
provided internally on that basis to
the entity’s key management
personnel. As permitted under
{IFRS 9, an election has been made
to measure the financial liability
arising from the loan commitments
at FVTPL. The fair value of each
commitment is calculated by
discounting future cashflows using
a discount rate which is adjusted to
take account of the credit risk.
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management

The Group has exposure to a
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" To manage this, the Chief Risk
- Officer approves all material

changes to the lending policy for

~SUL. All loan applications are

number of financial risks through the

conduct of its operations. Details of
the Group's risk management
structure are provided in the Risk
Management section of the
Strategic Report. This note presents
information about the nature and
extent of risks arising from the
financial instruments. There have
been no changes to the principal
types of risks faced by the Group.

The Group has exposure to the
following risks from its use of
financial instruments:

— Credit and Investment risk
— Market risk
— Liquidity risk.

Credit risk and investment risk

Credit risk is the risk of loss to the
Group from the failure of delivery
partners or underlying borrowers
to meet their transactional facility
repayment obligations according to
our expectations. This includes
concentration risk which may arise
from a lack of portfolio
diversification, either in a sector,

geographic area or type of security, |

notwithstanding a desire to
address market failures. Investment
risk is the risk of loss due to a fall in
the fair value of equity investments.

Assessment of credit and
investment risk is carried out as
part of the investment approval
process and is revisited on an
ongoing basis as part of the Group's
portfolio management process.
With respect to SUL, all loans to
entreprenaurs are on an unsecured
basis and the credit risk is the risk
that an entrepreneur will default on
their contractual obligations to
make repayments, resulting in
financial loss to the Group.

British Business Bank

assessed with reference to the
iending policy in force at the time.

i Subsequently, loans are regularly
| reviewed for any factors that may

indicate that the likelihood of

‘ repayment has changed. During
i the year, Key Risk Indicators {(KRIs)

have been expanded to provide
greater visibility of fraud and
delivery partner risk. These form

: part of a wider suite of KRls
© which are reviewed and

discussed on a monthly basis
with SUL Management.

As part of the annual Business
Planning process, the Group
undertakes stress testing on its
portfolio. This was completed by
analysing which UK macroeconomic
variables would have an impact on
the Bank’s credit and investment
risk exposures. Ahead of the

| financial year 2020-21, the Group
~ undertook a macroeconomic
 downside stress test as prescribed

by the Bark of England (BOE)
Annual Cyclical Scenario, which

. assessed the unlikely but plausible

losses on our portfolio over a
five-year time horizan.

Owing to the significant shift in
economic outlook from the
Covid-1? pandemic, the Group

¢ undertoock a Business Plan re-

forecast with revised stress tests in
October 2020. Since the 2020
Bank of England annual stress test

. exercise was cancelled, the revised

stress tests utilised the December
2020 macroeconomic downside
scenarios from our third party

_ forecaster which are updated on a
" quarterly basis to take into account

the actual stressed economic
conditions in 2020. Under the
macroeconomic downside
scenario, it was assessed that the
Group could incur additional credit

british-business-bank.co.uk

and investment losses of £473m
(12% of BBB's adjusted average
capital deployed) on the Group's
programmes excluding Covid-19
schemeas. The macroeconomic
downside scenario considers an
increase in defaults and a fall in
equity valuation cocurring in Year 1
of the Plan, which reflect the risk
undertaken by the Group operating
in under-served finance markets.
The bank also assesses unlikely but
plausible fosses assuming a severe
1in 20 year downside (i.e. the
worst year in the past 20 years). All
stress test losses are considered
by the Board and communicated
to our stakeholders.

The Group has undertaken
sensitivity analysis on the key
inputs to ECL impairment provision
models. Owing to the previcusly
benign economic envirenment and
the recent deterioration in
economic conditions, this analysis
has concentrated on the downside
impact on ECL provision levels on
BBB balance sheet assets:

— The potential impact of ascribing
100% probability to the worst-
cage economic scenario could
increase provisions by £3.9m.

— The potential impact of a
deteriorated PD input with a
sensitivity of a 1-notch
downgrade on a granular PD
rating scale, equating to 1.5x
multiple cn all the performing
loan FD inputs, could increase
provisions by £4.8m.

— The potential impact of
inaccurately modelled LGD input
for the ECL calculations with a
sensitivity of a 1-natch
downgrade on a granular LGD
rating scale, equating to a range
of LGD input increases from 5%
to 40% depending on the
portfolio, could increase
provisions by £5.3m.
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24.3 Financial risk management (continued)

Maximum credit risk exposure

Maximum Maximum
Exposure Net Exposure Net
toloss Collateral Exposure toloss Collateral Exposure
2021 2021 2021 2020 2020 2020
£000 £000 £000 £000 £000 £000
Cash and cash equivalents 138,322 - 138,322 63,705 - 63705
Amounts owed by Shareholder - - - 240,400 - 240,400
Trade and other receivables 15,183 - 15,183 9,837 - 2,837
Amortised cost investments 540,645 86,501 453,544 594 657 95150 499,507
Investrments held at FVTPL 1,981,545 - 1981545 1,505,522 - 1,505,522
Total 2,675,095 86,501 2,588,594 2,414,121 95,150 2,318,971

The Group through its applicable
delivery partners has the ability to
call on collateral in the event of a
default of the counterparty by way
of calling on the asset for which the
finance has been provided. The
collateral disclosed in the table
relates in full to loans provided in
relation to asset-backed finance.

The maximum exposure to loss is
the gross carrying value of the
financia! assets in the Consolidated
Statement of Financial Position.
The carrying value of the
investments in each class of
financial asset is detailed in section
24.3 of this note and in note 13.

Credit risk rating and loss
allowance

The Group has the following assets

! subject to expected credit loss
. impairments:

i — Trade receivables

— Assets held at amortised cost

- Cash and cash equivalents.

" Trade and other receivables

- Impairment on trade and other
" receivables has been measured on

the 12-month expected loss basis
and reflects the short maturities of

. the exposures. An expected credit |
! loss has not been recognised in the |

" accounts as it would be immaterial.

164 British Business Bank
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Assets held at amortised cost

The Group’s investments are
assessed by the Group's
Investrment Committee. The Group
produces credit risk ratings for its
investments based upon the
estimated Probability of Default
and Loss Given Default of that
investment.

The following table presents an
analysis of credit quality of assets
held at amortised cost.
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As at 31 March 2021

Annual Report and Accounts 2021

]

Stage 1 Stage 2 Stage 3 Total
£000 £000 £000 £000
Low 5,247 - - 5,247
Medium 259,510 12,999 - 272,509
High 165,251 46968 - 212,219
Defaulted financial assets - - 50,070 50,070
Total gross carrying amounts 430,008 50067 50,070 540,045
Loss allowance {13,297) {17.730) (46,722) {77,749
Carrying amount 416,711 42,237 3,348 462,296
As at 31 March 2020
Stage 1 Stage 2 Stage 3 Total
£000 £000 £000 £000
Low - - - -
Medium 242,501 - 51932 - 294,433
High 179,090 38,391 - 217,481
Defaulted financial assets - - 82,743 82,743
Total gross carrying amounts 421,591 90,323 82,743 594,657
Loss allowance (26,714) (15,227) (80,723) (122,664)
Carrying amount 394,877 75,096 2,020 471,993
British Business Bank british-business-bank.co.uk 165
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24.3 Financial risk management (continued)

Not credit-impaired

Credit impaired

Subject to 12-month ECL  Subject to lifetime ECL  Subject to lifetime ECL Total
Gross Gross Gross Gross
carrying Allowance carrying  Allowance carrying Allowance carrying Allowance
amount for EGL amount for ECL amount for ECL amount for ECL
£000 £000 £000 £000 £000 £000 £000 £000

As at1April 2020 421,591 (26,714) 90,323 (15,227) 82,743 (80,723) 594,657 (122,664)
Transfer to
12-menth ECL 14,250 (2,302) (14,047) 1,765 (203) 547 - -
Transfer to
lifetime ECL (34,797) 7090 35,036 (8,013) {239 23 - -
Transfer to
credit-impaired
financial asset (22,504) 8263  (10,243) 4,597 32,747 (13,560) - -
New financiat
assets originated
or purchased 302,430 (21,018) - - - - 302,430 (21,018}
Fair value adjustment
on initial recognition
(new lending) (32905) - - - - - (32905) -
Financial assets
that have been
derecognised’
during the period
{including write-off) (232,101 2,101 {43,190) 2,603 (67,693} 41747 (342,984) 46,451
Changes to risk
parameters - 18,683 - (3,445) - 4,344 - 19,482
Amartisation 14,044 - 2,088 - 2,715 - 18,847 -
As at 31 March 2021 430,008 (13,297) 59967 (17,730) 50,070 (46,722) 540,045 (77,749)
Carrying amount
as at 31 March 2021 416,711 42,237 3,348 462,296

' Derecognition relates to net repayments, closures and write-offs.
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24.3 Financial risk management (continued)

Not credit-impaired

Credit impaired

Subjectto 12-month ECL  Subjectto lifetime ECL  Subject to lifetime ECL Total
Gross ' Gross Gross Gross
carrying Allowance carrying Allowance carrying Allowance carrying Allowance
amount for ECL amount for ECL amount for ECL amount for ECL
£000 £000 £000 £000 £000 £000 £000 £000

As at 31 March 2019 430,297 (10,201) 15,313 (8,671) 66,168 (61,080) 511,778 (80,652)
Transfer to
12-month ECL 2,463 (7,629) (2,258) 5,450 {205) 2179 - -
Transfer to lifetime
ECL (106,964) 8167 106964 {8,167) - - - -
Transfer to
credit-impaired
financial asset (14,643) 2,612 (17235) 10,034 31,878  (12,646) - -
New financial
assets originated
or purchased 271,398 (13,513) - - - - 271938 {13,513)
Fair value adjustment
on initial recognition
(new lending) {19,394) - - - - - (19,394) -
Financial assets
that have been
derecognised'
during the period
{including write-off) (158,957) 793 (17,859) 328 {13,029 9,314 (189,845) 10,435
Changes to risk
parameters - (6,243) - (14200 - (18,490) - (38934)
Amortisation 17,391 - 5,398 - (2,069} - 20,720 -
As at 31 March 2020 421,51 (26,714) 90,323 (15,227) 82,743 (80,723) 594,657 (122,664)
Carrying amount as at
31 March 2020 394,877 75,096 2,020 471993
' Derecognition relates to net repayments, closures and write-offs.
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Cash and cash equivalents

The Group held cash and cash
equivalents of £138.3m as at 31
March 2021 (2020: £463.7m). The
cash and cash equivalents are held
with banks and financial
institutions which are rated AA- to
AA+ based on S&P ratings.

The Group considers that cash and
cash equivalents have a low credit |
risk based on the external credit
ratings of the holding parties. As
such, an expected credit loss has
not been recognised in the
accounts.

* investment in these funds is that

Market risk

Market risk is the risk of direct or
indirect losses that arise from
fluctuations in the values of, or
income from, assets orin
movemenits in interest or exchange
rates or credit spreads. ‘

Interest rate risk

The Group's investments include a
combination of fixed and variable
rate loans. Interest rate risk is
monitored to ensure that the
sensitivity of the Group's returns to
market interest rate movements
are understood and managed
within Risk Appetite. The Group
does not use derivatives to hedge
interest rate risk.

LIBOR sensitivity of the Group’s
investments is estimated as
follows:

— The impact of a 1 percentage
point increase in the interest rate
applicable to investments would
be an approximate increase in
income of £4m over a one-year
period.
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- The Group does not have material
| exposure to currency risk as the

| sterling. There are some

investments in funds which have an
¢ from BEIS that the grants will not be

" recalled for a period of at ieast 12

i level a larger amount than our
¢ financial investment.

i denominated investments in the f
' BBl and BPC portfolios. Thereis ~ + Management processes which
currently no policy to hedge this
currency risk, however there is

| natural vintage diversification as

" the fund investments are made

. of currency risk losses from the
i Group's non-Sterling investments is |
- estimated with a scenario

! exchange rate prices moved at the
" 75th percentile of its historical
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- The impact of a 0.25 percentage |
point decrease in the interest
rate applicable to investments
would be an approximate
decrease in income of £1m over
a one-year pericd. Some of the
decrease is mitigated by
LIBOR floors.

, Currency risk

Group primarily invests in its
functional currency, pounds

international investment mandate
and are denominated in Euros or
US Dollars. A condition of

they invest into the UK at a fund

Approximately 9.6% of the Group's
portfolic is in non-pounds sterling

over different years. The sensitivity

assuming GBP-EUR and GBP-USD

1-year volatility distribution. The
impact of this would be an
approximate loss of £16m over a

. one-year period.

Liquidity risk
Liguidity risk is the risk that an

" entity does not have sufficient

financial resources in the short
term to meet its obligations as they
fall due, or its strategy is
constrained by inadequate or
inappropriate funding sources.

The Group manages its liguidity

" risk management as part of its cash
- and operational risk management

processes and ensures that
sufficient funds in liquid form are
maintained at alt times to meet
liabilities as they fall due.

In relation to the capital grants
provided to the Group, they may

 become repayable on demand, in

~ whole or in part, if at the absolute

! discretion of BEIS, certain conditions
| arise that affect the Start Up Loans

; Company adversely. The Group is

dependent on continuing support

maonths from the date of approval of
these financial statements.

- The Group has also entered into
| term facilities with BEIS, the
i repayment of which is managed as

part of the Start Up Loans
Company’s cashflow forecasting,
business planning and liguidity

ensure that any mismatches
between maturing assets and
liabilities are smoothed and a
degree of protection is provided
against any unexpected

i developments that may arise.

During the year ended 31 March

. 2019 the Group entered into two
term facilities with the NLF, one of
: which has been fully repaid in the

year. The repayment terms of
which are set out in note 17,
Should there be a shortfall at the
repayment point of the remaining
term facility, the Group's
Shareholder has confirmed it will

" provide the necessary cash by

way of capital investment.

Other than the capital grants and
term facilities, liquidity risk is not
deemed significant to the Group as
it is 100% government funded, with
all programmes pre-approved and

: committed to, and it does not have

pritish-business-bank.co.uk

a leveraged balance sheet,
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24.3 Financial risk management {continued)

Liquidity risk analysis
The tables below show cashflows payable up to a period of 10 years on an undiscounted basis.

These differ from the Consolidated Statement of Financial Position values due to the effects of discounting on
certain SOFP items and due to the inclusion of contractual lending commitments.

As at 31 March 2021

Within 1
year 2-5 years Syrs+ Total
£000 £000 £000 £000
Financial liabilities 7 7 _ 7
Loans and other borrowings 53,887 190,076 - - 243963
Lease liabilities 1,898 7,590 3,051 13,039
Other liabilities 26,732 - - 26,739
Total financial liabilities 82,524 197,666 3,651 283,741
Within 1
year 2-5vyears S5yrs+  Undrawn Total
£000 £000 £000 £000 £000
Off balance sheet _
Contractuat lending commitments 435944 855,820 45,558 92,779 1,430,101
ECF loan commitments 80,579 189,882 - - 280,461
Total off balance sheet 526,523 1,045,702 45,558 Q2,779 1,710,662

In relation to our contractual lending commitments, it is not anticipated that these will be drawn in full. The
above table reflects the anticipated drawdown based on cashflow forecast and also reflects the element of the
total commitment that is expected to expire without being drawn ‘Undrawn’.

As at 31 March 2020

Within 1
year 2-5years Byrs+ Total
£000 £000 £000 £000
Financial liabilities 7 - _ S a
Loans and other borrowings 350,000 251,078 - 601,078
Lease liabilities - 7 1,176 - 7,590 5,449 14,215
Cther liagbilities 18,447 - - 18,447
Total financial liabilities 369,623 258,668 5,449 633,740
Within 1
year 2-byears Byrs+  Undrawn Total
£000 £000 £000 £000 £000
Off balance sheet 7
Contractual lending commitments 383,196 774,251 49561 109,786 1,316,794
ECF loan commitments 79998 204,554 - - 284,552
Total off balance sheet 463,194 278,805 49,561 109,786 1,601,346

British Business Bank british-business-bank.co.uk 169



Notes to the consolidated
financial statements

Capital

The British Business Bank plc's
share capital comprises
1,860,711,268 of issued and fully |
paid ordinary shares of £1. The Bank
is not subject to external regulatory
capital requirements under the
Basel ll! regulatory capital
framework and therefore does not
manage its capital according to the
Pillar T and Pillar 2 requirements set
out in that framework. Where
appropriate the Bank uses internal
models for measuring eccnomic
capital in the assessment of new
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~investment transactions. The Bank’s
! Adjusted Return on Capital

Employed is governed by BEIS and

, defined in a Shareholder

Framework Document. The

- Adjusted Return on Capital
Employed is a key performance
| indicator that is set for the Bank by

its Shareholder as part of the

annual planning cycle and a figure
* of 14.6% was achieved for the
- financial year ending 31 March 2021. )
. The target Adjusted Return on
' Capital Employed which has been
. agreed with the shareholder is 0.1%.

25, Related party transactions

The Bank monitors its performance
against this indicator as part of its

| monthly performance management

and for the first & months of the
financial year ending 31 March 2021,

| performance was on target.

However, strong Q3 and Q4
valuation gains resulted in a

| significant increase in the Return

over the second half of the financiat
vear. Further details on the Adjusted
Return on Capital Employed are
disclosed in the 2020/21 Financiat
performance and calculation of
adjusted return section.

Balances and transactions between the Company and its subsidiaries, which are related parties, have been
eliminated on consolidation and are not disclosed in this note. Transactions between the Group and its related

parties are disclosed below.

Key Management Personnel

Key Management Personne! refer to the Executive Committes of the Group and Non-executive Directors.

Compensation

Salaries and other short-term benefits

Long-term benefits
Post-employment benefits

2021 2020
£000 £000
1,123 1,393
298 353
78 48
1,499 1,794

Aggregated contributions in respect of Key Management Personnel to defined contribution pension schemes
for the year ending 31 March 2021 were £77,511 {(2020: £48,378). The Key Management Personnel comparative
values disclosed in the 31 March 2020 financial statements have been updated in the above table to be

comparable with the current year.

Trading transactions

The Department for Business,
Energy & Industrial Strategy (BEIS)
is the principal shareholder and
parent of the British Business Bank
plc. BBB plc provides services to
BEIS in relation to some financial
assets held by BEIS. In return, BEB
plc recognises management fee
income in relation to the services
provided. In addition, BEIS
provided temporary staff to the
BBB Group for which there are
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_recharges. Nuclear Liabilities Fund
" Limited (NLF) is @ related party by
~virtue of being controlled by the

~ Group’s ultimate shareholder. All

" entities under the BEIS group are
 considered to be related parties.

- Northern Powerhouse Investments

Limited (NPIL), Midlands Engine
Investments Limited (MEIL) and
Cornwall and Isles of Scilly
investments Limited (CIOSIL) are
related parties by virtue of having
directors who are also directors of

british-business-bank.co.uk

BBB plc and because they are
companies owned by the ultimate

. shareholder. The Group has

provided services in the year to
these companies and recognises
management fee income in relation
to the services provided.

During the year, Group companies
entered into the following
transactions with related parties:
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2021 2020
£000 £000
Income
Management fee
BEIS 52,097 15,502
NPIL 937 899
MEIE 1,000 1,088
CIOsSIL 122 80
Innovate UK 4 71
NLF 1,436 1,612
East Midlands Early Growth Fund Limited - 7
Grant income — BEIS o _ - 6,861 16,685
Write down of repayable grant recelved ~ BEIS 29,682 37,782
99,176 73,736
Expenditure
Staff seconded from BEIS 86 142
Rent payable to BEIS - 207
86 349
Investment transactions
Transfer of investments to NLF - 38,326
- 38,326
Capital Transactions o
Shares issued to BEIS 364,303 -
Grants received from BEIS 68,000 -
Loans issued from BEIS 9,600 -
Repayments received on loans issued 1o BEIS 240,400 284,600
682,303 284,600

BPC is acting as agent for the NLF portion of investments and the above management charge reflects its

charge for the year.

British Business Bank british-business-bank.co.uk
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25, Related party | 26. Events after the

transactions {continued) ' reporting date

Amounts outstanding at year end ' As at the date of this Annual Report
As at 31 March 2021, the Group - and Accounts, there have been no
was owed £5.0m from BEIS relating post reporting date events that

to the managemant fee (2020: '~ require disclosure.

£3.3m) and owed BEIS £0.2m
(2020: £0.2m}. !

As at 31 March 2021, the Group

was owed £0.8m from NPIL (2020:
£0.9m), £1.0m from MEIL (2020:
£1.1m), and £0.1m from CIOSIL
{2020: £0.1m) relating tc the
management fee,

As at 31 March 2021 the Group was |
owed £nil (2020; £240.4m) in
unsecured oans by BEIS.

The Group owed £92.7m (2020:
£54.3m) in capital grants to BEIS
and owed £3.6m (2020: £nil) in
unsecured loans to BEIS.

As at 31 March 2021 the Group
owed £136.4m (2020: £56349m) in
unsecured loans to NLE

As at 31 March 2021, the Group

has made loan commitments to
NPIL of £50m (2020: £50m) and
MEIL of £32.5m (2020: £32.5m).
During the year ending 31 March
2021 NPIL had drawn down a
further £nil {2020: £15.7m) of its ,
loan commitment. MEIL had drawn
down £nil (2020: £15.0m) of its

loan commitment.
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Independent auditor's report

Independent

Annuzl Report and Accounts 2021

auditor’s report

to the members of British Business Bank plc

Opinion on financial
statements

| have audited the financial
statements of British Business
Bank plc for the year ended 31
March 2021 which comprise the
Company Statement of Financial
Fosition, the Company Statement
of Changes in Equity, the Company
Cash Flow Statement and the
related notes, including the
significant accounting policies.
The financial reporting framework
that has been applied in their
preparation is applicable law and
the International Accounting
Standards in conformity with the
requirements of the Companies
Act 2006.

| have also audited the information
in the Remuneration Report that is
described in that report as having
been audited.

British Business Bank

In my opinion the financial

- statements:

— give a true and fair view of the

state of the parent company’s
affairs as at 31 March 2021 and
of the profit for the year then
ended:

— have been properly prepared in
accordance with international
accounting standards in
conformity with the requirements
of the Companies Act; and

| — have been prepared in

accordance with the
requirements of the Companies
Act 2006,

british-business-bank.co.uk

Basis for opinion

| conducted my audit in
accordance with International
Standards on Auditing (ISAs) (UK).
My responsibilities under those
standards are further described in
the Auditor's responsibilities for the
audit of the financial statements
section of my report.

Those stendards require me and
my staff to comply with the
Financial Reporting Council’s
Revised Ethical Standard 2019.

| have also elected to apply the
ethical standards relevant to listed
entities. | am independent of the
British Business Bank plcin
accordance with the ethical
requirements that are relevant to
my audit of the financial
statements in the UK. My staff and
I have fulfilled our other ethical
respensibitities in accordance with
these requirements.

| believe that the audit evidence

| have obtained is sufficient and
appropriate to provide a basis for
my opinion.
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Conclusions relating to
going concern

in auditing the financial statements, |

| have concluded that the British
Business Bank plc's use of the
going concern basis of accounting
in the preparation of the financial
statements is appropriate.

Based on the work | have
perfarmed, | have not identified
any material uncertainties relating
to events or conditions that,
individually or coliectively, may
cast significant doubt on the British
Business Bank plc's ability to
continue as a going concern for a
period of at least twelve months
from when the financiai statements
are authorised for issue,

My responsibilities and the
responsibilities of the directors
with respect to going concern are
describad in the relevant sections
of this report.
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. Other Information

i The other information comprises

. information included in the annual
report, but does not include the

' parts of the of the Directors’

! Remuneration Report described in

i that report as having been audited,

. the financial statements and my

, auditor’s report thereon. The

_ directors are responsibie for the

* other information. My opinion on
i the financial statements does not
! cover the other information and

i except to the extent otherwise

- explicitly stated in my report, I do
_not express any form of assurance
conciusion thereon. In connection
" with my audit of the financial

{ statements, my responsibility is to
" read the other information and, in
| doing so, consider whether the

other information is materiaily
_inconsistent with the financial
' statements or in my knowledge
" obtained in the audit or otherwise
! appears to be materially misstated.
» I Videntify such material
, inconsistencies or apparent
. material misstatements, | am
_required to determine whether
this gives rise to a material
~ misstatement in the financial

{ statements themaselves. If, based

on the work | have performed, |

_ conclude that there is a material
~ misstatement of this other

information, | am required ta
report that fact.

| have nothing to report in this

- regard.

british~business-bank.co.uk
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Opinion on other matters
prescribed by the
Companies Act 2006

In my opinion, based on the work

undertaken in the course of the
audit:

the parts of the Directors’
Remuneration Report to be
audited have been properly
prepared in accordance with
the Companies Act 2006.

the information given in the
Strategic and Directors’ Report
for the financial year for which
the financial statements are
prepared is consistent with the
financial statements.

the Strategic report and the
Directors’ report have been
prepared in accordance with
applicable legal requirements,



Indepandent auditor’s report

Matters on which | report
by exception

In light of the knowledge and
understanding of the British
Business Bank plc and its
environment obtained in the
course of the audit, | have not
identified material misstatements
in the Strategic report or the
Directors’ report.

| have nothing to report in respect
of the following matters in relation
to which the Companies Act 2006
requires me to report to you if, in
my opinion:

-- adequate accounting records
have not been kept or returns
adequate for my audit have not
been received from branches not
visited by my staff; or

- the financial statements and the
parts of the Directors'
Remuneration Report to be
audited are not in agreement i
with the accounting records and |
returns; or |

— certain disclosures of director’s |
remuneration specified by law i
are not made; or

— a corporate governance ;
statement has not been prepared -
by the parent company; or '

~ | have not received all of the
information and explanations |
require for my audit;

British Business Bank
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Responsibilities of the
directors for the financial

. statements

- As explained more fully in the

Directors’ Responsibilities
Statement, the directors are

- responsible for:

— the preparation of the financial

statements in accordance with

the applicable financial reporting
framework and for being satisfied
that they give a true and fair view.

. — internal control as the directors

determine is necessary to enable
the preparation of financial
statement to be free from
material misstatement, whether
due to fraud or error.

. — assessing the British Business

Bank plc’s ability to continue as a
going concern, disclosing, as
applicable, matters related tc
going concern and using the
going concern basis of
accounting unless the directors
either intend to liquidate the
entity or to cease operations, or
have no realistic alternative but
to do so.

british-business-bank.co.uk

1]

Auditor’s responsibilities
for the audit of the financial
statements

My responsibility is to audit and
report on the financial statements
in accordance with applicable law
and International Standards on
Auditing (ISAs} (UK).

My objectives are to obtain
reasonable assurance about
whether the financial statements

as a whole are free from material
misstaternent, whether due to fraud
or error, and 1o issue a report that
includes my opinion. Reasonable
assurance is a high level of
assurance but is not a guarantee
that an audit conducted in
accordance with [SAs (UK) will
always detect a material
misstatement when it exists.
Misstatements can arise from fraud
or error and are considered material
if, individually or in the aggregate,
they could reasonably be expected
to influence the economic
decisions of users taken on the
basis of these financial statements.

| design procedures in line with my
responsibilities, outlined abaove, to
detect material misstatements in
respect of non-compliance with
laws and regulation, including fraud.
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My procedures included the
following:

— Inquiring of management, the
head of internal audit and those
charged with governance, |
including obtaining and reviewing |
supporting documentation
relating to the British Business
Bank plc policies and procedures
relating to: i

— identifying, evaluating and
complying with laws and
regulations and whether they
were aware of any instances of
non-compliance;

detecting and responding to
the risks of fraud and whether
they have knowledge of any
actual, suspected or alleged
fraud; and

— the internal controls established
to mitigate risks related to fraud
or non-compliance with laws
and regulations including the
British Business Bank plc's
controls relating to the
Companies Act 2006.

discussing among the
engagement team regarding how
and where fraud might occur in
the financial statements and any
potential indicators of fraud. As
part of this discussion, [ identified
potential for fraud in the posting
of unusuat journals,
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| — obtaining an understanding of

British Business Bank plc's
framework of authority as well
as other legal and regulatory
frameworks that the British
Business Bank plc operates in,
focusing on those laws and
regulations that had a direct
effect on the financial
statements or that had a
fundamental effect on the
operations of the British Business
Bank plc. The key laws and
regulations ! considerad in this
context included the Companies
Act 2006, Employment Law

and tax legisiation.

In addition to the above, my

| procedures to respond to identified
| risks included the following:

i — reviewing the financial statement

disclosures and testing these
against supporting
documentation to assess
compliance with refevant laws
and regulations discussed above;

— enguiring of management, the
Audit Committee and in-house
legal counse! concerning actual
and potential litigation and claims;

i — reading minutes of meetings of

those charged with governance
and the Board;

— in addressing the risk of fraud
through management override of
contrels, testing the
appropristeness of journal
entries and other adjustments;
assessing whether the
judgements made in making
accounting estimates are
indicative of a potential bias; and
evaluating the business rationale
of any significant transactions
that are unusual or outside the
normal course of business.

british-business-bank.co.uk

| also communicated relevant
identified laws and regulations and
potential fraud risks to all
engagement team members

linciuding internal specialists and

significant compaonent audit teams

{ and remained alert to any
indications of fraud or non-

compliance with laws and
regulations throughout the audit.

A further description of my
responsibilities for the audit of the
financial statements is located on
the Financial Reperting Council’s

website at: www.fre.org.uk/
auditorsresponsibilities. This

description forms part of my report.

I communicate with those charged
with governance regarding, among
other matters, the planned scope
and timing of the audit and
significant audit findings, including
any significant deficiencies in

. internal control that | identify

during my audit.

. Susan Clark
Senior Statutory Auditor
15 September 2021

For and on beha!f of the
Comptroller and Auditor General
{Statutory Auditor}

National Audit Cffice

157-197 Buckingham Palace Road
- Victoria London SWIW 9SP
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Company financial statements

Company statement of financial position
As at 31 March 2021

2021 2020

Note £000 £000
Assets _ _ _
Cash and cash equivalents _ 18993 2328
Loan amounts cwed from Sharehclder o 2 - 240,400
Trade and other receivables _ 3 55,349 - 311,625
Investments 7 7 o 4 2,036,725 1,575,725
Property, plant and equipment 7 1,661 2,535
Right-of-use assets 7 . o 7 9,317 10,669
Corporation Tax receivable o 13,500 _ -
Deferred tax 594 270
Total assets 2,135,741 2,150,552
Liahilities
Loan amounts owed to Shareholder _ 2 (3,600} -
Trade and other payables 5 (15,245) (142,504)
Corporation Tax payable _ - - {282
Lease liabilities (11,995) _ (12,867)
Loans and other borrowings 7 é (136,407) {531,840)
Provisions 7 (300) (300)
Total liabilities (173,547 (687,793)
Net assets 1,962,194 1,462,759
Equity 7
Issued share capital 1,860,711 1,496,408
Retained earnings 101,483 (33,649)
Total equity 1,262,194 1,462,769

The Company has taken advantage of section 408 of the Companies Act 2006 and consequently the
statement of comprehensive income (including the profit and loss account) of the parent company is not
presented as part of these financial statements. The profit/{loss) of the parent cormpany for the financial period
amounted to £135.1m (2020: £13.2m {loss)).

The financial statements of the Company were approved by the Board of Directors and authorised on
15 September 2021. They were signed on its behalf by:

A7,

Catherine Lewis La Torre
Chief Executive Officer

The notes on pl80-182 form an integral part of the financial statements.
Company number 08616013
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Company statement of changes in equity

As at 31 March 2021

Issued Retained
capital earnings Total
£000 £000 £000

Balance as at 1 April 2019 1,496,408 {20,692) 1,475,716
Other opening adjustments - 1,365 1,38b
Adjustment due to IFRS 16 - (1,087) {1,087
Balance under [FRS 16 as at 1 Aprif 2019 1,496,408 (20,424) 1,475,984
Net income after tax - {(13,225) (13,225}
Total comprehensive income - {13,225) (13,225}
Issue of ordinary shares ‘ - - -
Balance at 31 March 20290 1,496,408 (33,649) 1,462,759
Balance as at 1 April 2020 1,496,408 (33,649) 1,462,759
Net income after tax - 135,132 135,132
Total comprehensive income - 135,132 135,132
lssue of ordinary shares 364,303 - 364,303
Balance at 31 March 2021 1,860,711 101,483 1,962,194

178 British Business Bank
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Company cash flow statement
As at 31 March 2021

2021 2020

Note £000 £000
Profit/(loss) before tax' _ 130,724 (13,257)
Cashflows from operating activities
Adjustments for: _
Depreciation, bad debt and impairments 2,325 2,485
Interest expense _ _ 6,000 N3
Impairment of investments in subsidiary undertakings 4 - 13,257
Purchase of investments in subsidiary undertakings 4 {461,000) 7 -
Interest paid 77 {6,000) - {3,936)
Maovement in trade receivableg 7 3 256,576 {293,765)
Movement in trade payables (127,261) 4,002
Corporation tax paid (9,700) -
Net cash used in operating activities (208,336) (279,787)
Cashflows from investing activities
Purchases of property, plant and equipment - 7N
Net cash used in investing activities - (71)
Cashflows from financing activities _
lssue of new shares 364,303 -
Payments of lease liabilities _ _ _ (1173) {491
Finance costs on lease liabilities 304 314
Net decrease in amounts owed by Sharehoider _ 2 250,00C 284,600
Net decrease in loans from Nuclear Liabilities Fund 6 (395,433} (79,600)
Net cash from financing activities 218,001 204,509
Net increase/(decrease) in cash and cash equivalents _ 9,665 (75,349)
Cash and cash equivalents at beginning of year 9,328 84,677
Cash and cash equivalents at end of year 18,993 9,328

1 The receipt of a dividend of 130,722,639 was received by the cancelling of an amount owed to the Company with these two
transactions being settled on a net basis.

The notes on p180-182 form an integral part of the financial statements.
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Notes to the Company financial statements
As at 31 March 2021

1. Significant accounting policies

Basis of accounting

The separate financial statements of the Company are presented as required by the Companies Act 2006
('the Act’).

The Company's financial accounting policies are consistent with those described in the consolidated accounts
of the British Business Bank plc. Disclosures in relation to share capital have not been repeated here as there
are no differences to those provided in the consolidated accounts {note 21.2).

Investments in subsidiary undertakings are measured at cost less impairment in accordance with |1AS 27,

These financial statements have been prepared on the going concern basis as described in the censolidated
financial statements of the British Business Bank ple, and under the historical cost convention. The financial
statements are presented in pounds sterling, which is the Company’s functionai currency.

2. Loan amounts owed (to)/from Shareholder

2021 2020
£000 £000
Amaounts owed (to}/from Shareholder (2,600) 240,400

BBB loaned £600m to BEIS, its shareholder, under the terms of two Loan Agreements. The amounts lent are
repayable on demand and have a zero-interest rate. In the year ending 31 March 2021 the balance of £240.4m
was repaid (2020: £284.6m),

Since the above loan repayments, the Company has borrowed £2.6m from BEIS which is repayable on demand
and has a zero-interest rate.

3. Trade and other receivables

2021 2020

£000 £000
Amoaunts receivable within one year
Trade receivables 20 77
Accrued Income - 798
Prepayments 1,115 857
Amounts due from Group companies 53,881 309,863
Other receivables 33 30
Total trade and other receivables 55,049 31,625
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4. Investments
The Company acts as a holding company for the Group and nas the following principal subsidiary undertakings
which affected the Group's results or net assets:

Subsidiary , Nature of Business
BBB Patient Capital Holdings Limited Holding company
British Business Finance Limited (BBFL) Manages investment schemes on behalf of the Group.

The Start Up Loans Company (SUL) which provides
lcans to entrepreneurs is a subsidiary of BBFL

British Business Financial Services Limited (BBFSL}) Manages investment schemes on behalf of the
Department for Business, Energy & industrial Strategy

All subsidiary undertakings are wholly-owned and incorporated in the UK, &ll shareholdings are in the name of
British Business Bank plc.

See note 22 of the consolidated financial statements for details of all subsidiary holdings of the Company.

At 31 March 2021

Holdings BBFL Total
Investment in £000 £000 £000
Opening balance 1,473,839 101,886 1,575,725
Investment in year 264,000 197,000 441,000
Impairment in year 7 - - -
Closing Balance 1,737,839 298,886 2,036,725
At 31 March 2020

Holdings BBFL Total
Investment in £000 £000 £000
Opening balance 1,473,839 15,143 1,688,982
Impairmeant in year - (13,257) (13,257}
Closing Balance 1,473,839 101,886 1,575,725

On 17 September 2020 the Company received a dividend of £130,722,539.25 (2020: £nil) from BBB Patient
Capital Holdings Limited.

5. Trade and other payables

2021 2020
£000 £000

Amounts falling due within ane year
Trade payables 1,046 840
VAT and social security 2,087 1,087
Accrued expenditure 8,886 8,697
Amounts due to Group companies _ 2,413 131,339
Other payables 813 541
15,245 142,504

The Directors consider that the carrying amount of trade payables approximates to their fair value.
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6. Loans and other borrowings

2021 2020

£000 £000

Unsecured loans 136,407 531,840
Total loans and other borrowings 136,407 531,840

On 23 August 2018 the Group received a loan of £350m from the Nuclear Liabilities Fund to be used for
general corporate purposes, which was repaid in full on 23 August 2020. This loan accrued interest at a rate of
2% per annum and £2.9m (2020: £7.2m) of interest accrued in the year. The balance of this loan at 31 March

2021 was £nil (2020: £361.4m).

On 28 December 2018 the Group recelved a second loan of £250m from the Nuclear Liabilities Fund which is
used for making investments on behalf of the Nuclear Liabilities Fund after 1 April 2019. The term of this loan is
4 years with the value reducing in £5m tranches as the Group makes investment payments on behalf of the
Nuclear Liabilities Fund. Any amount unutilised at 28 December 2022 will e repaid on this date. This loan
accrues interast at a rate of 2% per annum up to and including 31 March 2021, then decreasing to 1.5% for the
remaining life of the loan. £3.1m {2020: £3.9m) of interest accrued in the year. During the year repayments of
£34.0m (2020: £79.6m) were made against the unsecured loans and interest of £3.71m (2020: £3.9m) was repaid.
The halance of this loan at 31 March 2021 was £136.4m (2020: £170.4m).

BEIS is a party to both of the Nuclear Liabilities Fund lcan agreements, under the terms of which it has
undertaken at the repayment dates, to provide funding to the Group to enable it to discharge its cbligations to
repay the loans including any interest or costs accrued.

7. Related party
transactions

During the year under review
British Business Bank ple was -
100% owned by the UK
government, with the shareholder
being the Secretary of State for the
Department for Business, Energy &
Industrial Strategy (BEIS). The
Company has elected to take the
exsmption under IAS 24 regarding
disclosure of transactions with
related parties because the UK
government has control over both
the Company and other related
entities. Compensation paid to key
maragement personnel is
disclosed in the Directors’
remuneration report.
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The Company trades with
government bodies on an arm'’s

" length basis on commercial terms
in line with contractual agreements.

The main government bodies

| transacted with are BEIS and the
- Company's principal subsidiary
. undertakings BBB Patient Capital

Holdings Limited, British Business
Finance Limited (BBFL} and British

: Business Financial Services
~ Limited (BBFSL).

The Group's trading and other
capital transactions with BEIS were

 all effected through the Company

and are disclosed in note 25 of the
consolidated financiai statements.
The Company made charges to its
principal subsidiary undertakings in
respect of services provided on
their behalf amounting to £44.86m
(2020: £43.7m).

british-business-bank.co.uk

| 8. Controlling party

: In the opinion of the Directors, the
i Company’s uitimate cantrolling
- party is the Secretary of State for

the Department for Business,

. Energy & Industrial Strategy. The
: consolidated financial statements
" of the Department for Business,

Energy & Industrial Strategy are

. available from the government
i departments’ website at GOV.UK.
' Copies of the Group financial

statements of the British Business
Bank plc are available from

. Companies House, Crawn Way,
" Maindy, Cardiff CF14 3UZ.



End notes

End notes
Page 6

— There are 59m smaller businesses in
the UK - 99% of all UK businesses

— Smaller businesses employ 16.8m
people and generate more than half
(52%) of private sector turnover

- Proportion of UK private sector
employment due to SMEs, by region
and Nation, and UK overall

Please see: https://assets.publishing,
service.gov.uk/government/uploads/
system/uploads/attachment_data/
file/922793/BPE__2020_detailed
tables.xlsx

Page 7

- 45% of smaller businesses applied for
external financial supportin 2020,
compared to 13% in 2019

892% of businesses seeking finance in
2020 did so because of the impact of
Covid-19

— 75% of these businesses sought finance
to help with cash flow

Please see: https://www.british-
business-bank.co.uk/wp-content/
uploads/2021/03/BBB-SBFM-Report-
2021-Widescreen-AW-tagped-002 pdf

- SMEs who access finance are more
productive + likely to export = unlock
growth

Please see: https://www.british-
business-bank.co.uk/wp-content/
uploads/2018/03/Internationalisation -
of-European-SMEs-2018-FINAL-

VERSION pdf
Page 8

- 1.47m business supported through
Covid-19 emergency finance schemes

Please see: British Business Bank, press
notice, https://www.british-business-
bank.co.uk/analysis-of-final-coronavirus-

loan-scheme-data-shows-79-3bn-of-
loans-to-1-47m-businesses-evenly-
distributed-across-whole-of-the-uk/

British Business Bank
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British Business Bank, press notice,
https://www british-business-bank.co.
uk/analysis-of-final-coronavirus-lean-

" British Business Bank, Small Business
Finance Markets, 2020/21, https://www.
british-business-bank.co.uk/wp-

scheme-data-shows-79-3bn-of-loans-

content/uploads/2021/03/BBB-SBFM-

to-1- 6/m-businesses-evenly-distributed-

Report-2021-Widescreen-AW-

across-whole-of-the-uk/

British Business Bank, press notice,
https://www.british-business-bank.co.
uk/analysis-of-final-coronavirus-loan-

tapged-002.pdf

British Business Bank Gender Pay Gap
report, 5 April 2020, hitps:/www.
british-business-bank.co.uk/wp-

scheme-data-shows-7%-3bn-of-loans-

content/uploads/2021/03/Pay Gap

to-1-67/m-businesses-evenly-distributed-

Report_FINAL.pdf

across-whole-of-the-uk/

British Business Bank, press notice,
https://wwyw.british-busingss-bank.co.
uk/analysis-of-final-coronavirus-loan-
scheme-data-shows-79-3bn- of-leans-
to-1-67/m-businesses-eveniy-distributed-
across -whaole-of-the-uk/

¢ British Business Bank, press notice,

@

©

" British Business Bank, press notice,

https://www.british-business-bank.co.
uk/midlands-engine-investment fund
making-an-immediate-impact-and-
generatinp-over-64m-of-investment-in-
midlands-businesses/

British Business Bank, press notice,
https://www.british-business -bank.co.
uk/ciosif-supporting-growth-and-
innovaticn-says-new-report/

British Business Bank, Small Business
Finance Markets, 2020/21, https://www.
british-business-bank.co.uk/wp-
content/uploads/2021/03/BBB SBFEM-
Report-2021-Widescreen-AW-

tagged-002.pdf

https://www.british-business-bank.co.
uk/analysis-of-final-coronavirus-loan-
scheme-data-shows-/9-3bn-of-lcans-
te-1-67m-businesses-evenly-distributed-

across-whole-of-the-uk/

British Business Bank, Small Business
Equity Tracker 2021, https://www.british-
business-bank.co.uk/wp-content/
uploads/2020/06/British-Business-
Bank-Small-Business-Equity-Tracker-
2020-Report.pdf

British Business Bank, Small Business
Finance Markets, 2020/27, https://www,
british-business-bank.co.uk/wp-
content/uploads/2021/03/BBB-SBFM-
Report-2021-Widescreen-AW-

tapgged-002.pdf

british-business-bank.co.uk
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Alternative formats

If you require this publication in an alternative
format, please call us on 0114 206 2131
or email info@british-business-bank.co.uk

(‘ Climate neutral

Print product
ClimateParnar.com/A3766-2109-1006

This is & certified climate neutral print product for which carben
emissions have been calculated and offset by supporting recognised
carbon offset projects. The carbon offset projects are audited and
certified according to international standards and demonstrably
reduce emissions.

The climate neutral label includes a unique ID number specific to this
product which can be tracked at www.climatepartner.com, giving
details of the carbon offsetting process including information on the
emissions volume and the carbon offset project being supported.

Design: red-stone.com

Photography (excluding front cover, case studies
and pages 15, 17,19, 27, 29, 30, 35, 40, 42, 44, 45, 4/,
A9, 60, 62, 73 and 78). Tom Donald, Qliver Goodrich,
Jon Cartwright and Shaun Flannery.

Some stock photography has had to be used in this years
report due to Covid-1? restrictions.
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British Business Bank ple is & pubhe imited company registered in England and Wales (regstration number 08616103, registered olfice at Steel City House
West Street Sheffield $1 2GQ). As the holding Company of the Graup operating under the trading name of British Business Bank. it15 a development bank
wholly owned by HM Government which is not authgaged or regulated by the Prudential Regulation Authonty (PRA] or the Financial Conduct Authority (FCA)

't operates under its own trading name through a number of subsidianies, one of which 15 authonised and regulaled by the FCA British Business Bank ple and
ite subsidiary entities are nat banking institutions and do not oparate as such Accordingly, nane of the British Business Bank proup of companias takes deposils
or offers banking services. A complete legal structure chart for British Business Bank plc and its subsidianes can be found at www british-business-bank.co.uk






