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Summary

In May 2022 we reported that the Department for Business, Energy & Industrial Strategy
(The Department) would not know the true extent of total fraud and error within its
COVID-19 business support schemes for some time, as its assessments gradually caught
up with payments made. It is now nearly one year later and despite the refining of some
estimates, the situation remains the same. Of an estimated £2.2 billion lost to fraud and
error, the Department report that only about £10 million has been recovered. Recovery
efforts have been hindered by delays in identifying fraud and error with suspected
money already spent and some trails now long gone cold.

In addition to its recovery efforts, the Department is also effectively writing off nearly
£1 billion paid out erroneously by local authorities on its behalf to their local businesses
during the pandemic. Although accepting that these payments were ‘not in line with
how the scheme was meant to work’, the Department does not expect to recoup these
funds as it considers that while individual amounts paid were too high, the funds went
to businesses during a difficult time.

However, we were encouraged to hear that the Department has learnt some lessons from
its COVID-19 business support schemes and applied these to its pandemic Recovery
Loan Scheme and also in different contexts with its recent energy support schemes.
Learning from, and avoiding, the mistakes of the past is vital to help protect taxpayers
and bring more focus to value for money, particularly in crisis situations where the speed
of response required can increase the risks of fraud and error. The Department must
also not hide behind its own complexity when approaching its transparency reporting.
With such a large budget, and extensive challenging remit, Parliamentary and public
scrutiny is more important than ever to protect against risks to taxpayers and promote
value for money.

In this report we also note concerns about two other specific matters included within
the Department’s broad remit. First, concerning the number of errors and inaccuracies
in the Companies House Register, which is damaging confidence in the Register, while
false declarations seem to go unpunished. Second, concerning the Horizon Post Office
scandal, where the speed of payments to compensate victims, in full, urgently needs to
be improved.
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Introduction

In October 2022 the Department for Business, Energy & Industrial Strategy (the
Department) published its most recent annual report and accounts, for the accounting
period 2021-22. It reported nearly £139 billion of net expenditure (2020-21: £52 billion)
and more than £273 billion of net liabilities (2020-21: £164 billion).

The Department works with 43 other public bodies in its group that it refers to as partner
organisations, such as the British Business Bank. Together, these span a wide range of
sectors, policy responsibilities and operations. Key activities and expenditure during
2021-22 included continuing to provide financial assistance to businesses impacted by the
COVID-19 pandemic. The Department was responsible for government’s business support
grant schemes that provided local authorities with nearly £25 billion of COVID-19 grant
funding to allocate to eligible businesses since March 2020. Furthermore, the Department
provided more than £38 billion for the Bounce Back Loans Scheme, operated by the British
Business Bank through commercial lenders, since April 2020. Together these business
support schemes were intended to limit damage to businesses and the economy caused by
the pandemic.

Material levels of fraud and error in COVID-19 business support grants and loans led
the Comptroller and Auditor General to qualify his opinion on regularity in 2020-21. In
2021-22 he did not qualify his opinion, noting that the Department had refined its fraud
and error estimates. Nevertheless, the Department estimates fraud and error in the early
business support grants to be £985 million (8.4%) and the Bounce Back Loans Scheme to
be £1,120 million (8%).

Following the recent Machinery of Government changes, we will expect the conclusionsand
recommendations made in this report to be addressed by the relevant new Departments.
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Conclusions and recommendations

L.

The Department does not expect to recoup the majority of the estimated £985m
of local authority grant payments made, mainly in error, in the first wave
of Covid support schemes. Since March 2020, the Department provided local
authorities with £25 billion of COVID-19 business support grants to allocate to
eligible businesses. The first wave of grant schemes was not application-based but
paid to businesses by local authorities according to their ratepayer databases. The
Department considers that inaccuracies in these databases led to the wrong value
of grant being paid out in error in some instances. Its final estimate for this first
wave was £985 million paid in error. The Department believes that it will not recoup
the majority of this, given there was not deliberate fraud, and the businesses were
generally struggling due to Covid. We recognise that the payments were made to
businesses who were struggling, however the large and irregular element of the grant
payment was not paid in line with Parliament’s intention therefore it is unclear why
the Department is not attempting to recover the irregular element of the grants
paid in error. In addition, we have not seen the evidence the Department has to
support its view that the majority of the first wave of business support grant scheme
fraud and error estimate relate to error rather than fraud, as the Department’s fraud
and error estimate has not been disaggregated in its 2021-22 Annual Report and
Accounts. The Department does not expect to finalise its fraud and error estimates
for the second wave of COVID-19 grant schemes until the publication of its 2022-23
accounts, with the third wave possibly being finalised even later.

Recommendation 1: The Department, alongside its Treasury Minute response,
should write to the Committee to quantify its latest estimates of fraud and error
in each of the COVID-19 grant schemes and explain its justification where it is not
seeking to pursue recoveries from businesses.

The Department’s lack of curiosity surrounding lenders’ performance in the
Bounce Back Loan Scheme increases the risk of losses for the taxpayer. The
Bounce Back Loan Scheme was set up quickly, with limited requirements for what
data lenders should collect and how it should be shared with government. In line
with initial agreements, lenders followed their ‘business as usual” procedures for
monitoring, chasing payment, and identifying fraud for government backed
loans. This resulted in borrowers being at risk of being treated differently, and
variations in the level of risk to the taxpayer. Lenders self-report on performance
within the British Business Bank’s lender portal. Data is not, therefore, comparable
between banks, and variations in lender performance are not well understood by
the Department. The Department, and British Business Bank, have continued to
build relationships with lenders, and obtained further information in excess of that
agreed at the outset, to assist with fraud prevention and monitoring of performance.
Although we understand that lenders have provided all data requested, lenders hold
further information that might be helpful. For example, on the underlying credit
risk of the loan books, comparing performance on government backed, and non-
government backed loans.
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Recommendation 2:

o The Department should set out what more it will do to identify the reasons
for variances in scheme performance and encourage all lenders to reach
an optimal level of performance. This is likely to include establishing the
full extent of information held by lenders.

o The Department should make data collection and sharing explicit within
initial agreements when setting up future lending schemes.

The Department continues to make slow progress on its counter fraud activities
related to the Bounce Back Loan Scheme. The Department’s counter-fraud
response on BBLS started too late. The Department did not liaise with the Cabinet
Office counter fraud function until well after the scheme launched, and had a
virtually non-existent counter fraud function of its own at the time the scheme
was designed, of two full-time staff. Subsequent Fraud Risk Assessments identified
additional fraud risk indicators that weren’t considered at the point the scheme was
launched. The Department told us key learning from Bounce Back Loan Scheme
has been applied to the Recovery Loan Scheme, although this has fundamentally
different features such as industry standard checks in place, and the lack of a 100%
guarantee. The Department provided an update on the progress of the National
Investigation Service (NATIS), which having been provided with £13.2 million
funding, had recovered £5.8 million (which is 0.2% of the total estimated fraud and
error for the COVID-19 business support schemes), made 58 arrests and had 558
open investigations at the time we took evidence.

Recommendation 3:

o The Department should publish its counter-fraud strategy straightaway
and make maximum use of available resources, including lender data and
lender audits, to target its activity where it can be most cost effective.

o The Department should report back to the Committee with the updated
results of the spend on counter fraud and the recovery results obtained
compared to the level of estimated fraud.

The Department’s performance reporting in its annual report and accounts does
not allow Parliament and the public to monitor progress towards its strategic
priorities. The Department’s activities are wide-ranging, and it told us it has an
ever-growing set of delivery obligations. It believes its complexity, and broad and
diverse remit make it challenging to set out its performance. However, complexity is
not a reason to avoid transparency reporting obligations. Departments had outcome
delivery plans (ODPs) for 2021-22 which set out priorities and associated metrics,
and HM Treasury expects departments to report publicly on the delivery of their
ODPs in their annual reports and accounts. The Department told us that it regularly
reports its ODP performance metrics internally within government; however, the
Department in its Annual Report and Accounts presented outcome metrics that
appeared, in some cases, disconnected from the accompanying narrative. This
not only diminishes the usefulness to the reader in assessing progress towards
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achieving outcomes, it also risks giving the impression that the Department is
including such metrics to meet minimum compliance requirements rather than to
aid understanding or support transparency and accountability.

Recommendation 4: In its Treasury Minute response, The Department, should set
out what steps it has taken to ensure that performance reporting in its 2022-23
annual report and accounts will clearly and transparently document its progress
against its strategic priorities.

It is not clear how the Department holds to account third parties that deliver
multi-billion-pound programmes on its behalf. The Department stated that
responsibility lies with the commercial bank lenders and local authorities and that
it is the Department’s role to enable, support and challenge them. HM Treasury’s
Managing Public Money guidelines are clear that accounting officers are personally
responsible for the resources of their own organisation, even when working with
other organisations. This is a point also made to us by the Institute of Chartered
Accountants in England and Wales. The Committee is clear that accountability for
the Department’s resources lies with the Accounting Officer, and we are concerned
that a laissez faire approach to Departmental oversight may lead to taxpayers money
not being properly protected.

Recommendation 5: The Department should set out how it retains robust oversight
and challenge of third parties delivering major policies and holds these bodies to
account for achieving value for money and protecting taxpayer interests.

Confidence in the Companies Register is undermined by errors and inaccuracies.
Companies House, an executive agency of the Department, maintains the Register
of Companies for England and Wales. The size of the register is growing, which
the Department considers reflects international trends and entrepreneurial activity.
However, false statements, fake entries, errors and inaccuracies (such as fictional
company directors, or individuals named without their consent) can be used to
commit crime, including fraud. Making a false declaration to Companies House
has been a criminal offence since 2009 under the Companies Act 2006, but this
legislation is rarely enforced. There is a record of just one conviction for this offence,
in 2018. The Department considers forthcoming legislation following the Economic
Crime and Corporate Transparency Bill will provide powers to Companies House
to identity-check directors and refuse to register companies.

Recommendation 6: The Department, alongside its Treasury Minute response,
should set out the total number of convictions for making a false declaration to
Companies House, and the actions which are being taken to ensure offenders are
identified and prosecuted.

Victims of the Post Office Horizon scandal continue to suffer as they await
compensation due. The Horizon accounting system erroneously recorded shortfalls
of cash in local Post Office branches over its more than 20-year lifetime. The Post
Office blamed many of these shortfalls on sub postmasters and sub postmistresses,
despite it being the Horizon system that was at fault. Staff were dismissed, the Post
Office took action to attempt to recover the ‘losses’, and in some cases criminal
prosecutions were pursued and people were wrongly convicted. The Department
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expects to provide £579 million to the Post Office so that it can compensate victims
of the Horizon scandal while continuing to operate as a going concern. Through one
of two compensation schemes, the Department stated that 90% of compensation
offers (not payments) had been made by mid-November 2022; however, recent media
reports have indicated some victims receiving only partial payments and still being
owed huge sums. The Department described these as the most challenging cases
involving bankruptcy or insolvency, and said that it was taking professional advice.

Recommendation 7: The Department should write to the Committee alongside its
Treasury Minute response to provide details of the total value of payments made to
date and the proportion of the total payments that this represents. This should be
for both the Historical Shortfall and Historical Convictions schemes and indicate
when it expects all claims to be settled.
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1 Effective Parliamentary and public
scrutiny

1.  On the basis of the Department’s 2021-22 Annual Report and Accounts, and the
Comptroller and Auditor General’s report therein, we took evidence from the Department
of Business, Energy and Industrial Strategy about its performance in 2021-22."

2. BEIS has wide-ranging policy and delivery objectives driven by four outcome areas:
fighting coronavirus; tackling climate change; unleashing innovation and backing long-
term growth. The Department’s budget has more than tripled in the past three years
from £33.8 billion in 2019-20* to £141 billion in 2021-22. BEIS is accountable for 43
public bodies. These organisations vary in remit and size and include UK Research and
Innovation, the Nuclear Decommissioning Authority, the Competition and Markets
Authority, the Committee on Climate Change and Companies House.

Performance Reporting

3. The Department reported nearly £139 billion of net expenditure (2020-21: £52 billion)
and more than £273 billion of net liabilities (2020-21: £164 billion) in its 2021-22 annual
report. The Department works with 43 other public bodies in its group that it refers to as
partner organisations, such as the British Business Bank. Together, these span a wide range
of sectors, policy responsibilities and operations. Key activities and expenditure during
2021-22 included continuing to provide financial assistance to businesses impacted by the
COVID-19 pandemic.*

4. The performance report is the part of the annual report intended to provide the
reader with an understanding of how the Department has performed against its strategic
objectives.” HM Treasury considers this a vital resource to allow Parliament and the public
to hold government to account. Within the performance report is a performance analysis.
In this section, the Department is expected to set out how it has performed against priority
outcomes, which capture the government’s long term policy objectives. Reporting against
these outcomes, supported by a set of corresponding metrics is intended to contribute to
the understanding of performance and value for money.®

5.  We asked the Department to explain how its performance reporting allows readers
to understand the value for money and impact of their work. The Department told us
that it found it challenging to report on the range of activity they are involved in because
it is such a broad and diverse portfolio. We heard evidence that the Department reports
regularly against its ODP performance metrics within Whitehall to granular levels.”
Priority outcome metrics were also included in the Department’s Annual report and
accounts.® However, in its accounts, the Department did not provide contextual narrative

1 Department for Business, Energy & Industrial Strategy Annual report and accounts 2021-22, 20 October 2022
(referred to in following footnotes as BEIS ARA 2021-22)

BEIS, ARA 2021-22, page 29

BEIS, ARA 2021-22, pages 6, 10, 12, 29, 43

BEIS, ARA 2021-22, pages 12, 48, 168, 170

HM Treasury, The Government Financial Reporting Manual:2021-22, December 2021, pages 27-29

HMT, FReM 2021-22, page 27, section 5.1.1 and page 30, section 5.4.4 ai

Qq 135, 141

BEIS, ARA 2021-22, page 18-28

0 NOoO U WN
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to explain the data presented for any of the metrics to help the reader understand progress
against outcomes. Furthermore, the performance analysis provided no link between
priority outcomes and financial performance to provide a picture of overall performance.

6. We asked why there was not more in the performance analysis that explained
how well partner organisations contributed to the Department’s overall objectives. The
Department told us that to report in such a way would result in huge duplication in what
is already large publication. This duplication is because entity specific performance is
reported in each partner organisation’s annual report and accounts.” The BEIS Annual
Report and Accounts is 349 pages long and considering the increasing remit of the
Department we asked if there was more to be done to make the document more user-
friendly. The Department acknowledged that having a broad and diverse portfolio, from
the performance of the Nuclear Decommissioning Authority to fraud performance,
makes summarising reporting challenging. The Department told us that it is continually
looking at ways of improving its performance reporting drawing, for example, on best
practice guides published by the National Audit Office on annual reports. The Department
accepted our offer of engagement to support more user-friendly publications.

9 Q139
10  Qq 140-142
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2 COVID-19 business support (taxpayer
losses; accountability for losses; fraud
prevention)

Recovery of irregular grant payments

7. From March 2020 to March 2022, £25 billion of COVID-19 business support grants
were provided to support businesses during the pandemic. The grant funding was
distributed by local authorities, primarily acting as agents of the Department, through:
the Small Business Grant Fund; Retail, Hospitality and Leisure Grant Fund; Local
Authority Discretionary Grant Fund; Local Restriction Support Grants (multiple scheme
iterations); Additional Restrictions Grant (various top-ups); Christmas Support Package;
Restart Grant; and Omicron Hospitality and Leisure Grant. The Department refined
its fraud and error estimate (£985 million) for the first wave of business support grant
schemes in its 2021-22 Annual Report and Accounts. The Department also calculated
its initial fraud and error estimates for the second and third wave of grant schemes in its
2021-22 Annual Report and Accounts (various LRSG grant schemes at £27 million; and
the Restart, Additional Restrictions Grants and Omicron Hospitality and Leisure Grant
at £30 million)."!

8. The Department estimated fraud and error levels of £985 million were contained
in the £11.7 billion grant funding provided for the first wave of business support grant
schemes (Small Business Grant Fund; Retail Hospitality and Leisure Grant Fund; and
Local Authority Discretionary Grant Fund). The estimated fraud and error in these three
schemes is significantly higher than the estimates for the second and third wave of grant
schemes.'” The Department explained that this was due to the first wave of business
support grant schemes not being application-based and relying on the existing system data
of the local authorities, which in some cases led to overpayments in error.'*> We asked the
Department if it had attempted to recover the irregular payments for these schemes. The
Department told us that the majority of the grants were paid in error and consequently
will not be recovered as they were made to legitimate businesses who were struggling.'*
The Department’s 2021-22 Annual Report and Accounts does not disaggregate their
fraud and error estimate into separate fraud and error values.'®

9. Of the £985 million estimate of fraud and error for the first wave of business support
grant schemes, the Department has recovered £5.3 million through NATIS and local
authorities.’® This represents 0.7% of the fraud and error estimate. The Department
explained that it will further refine the fraud and error estimates for the second and
third wave of schemes in the 2022-23 Annual Report and Accounts due to time and data
constraints.”” The Department has deferred the wider recovery of irregular payments

1" BEIS, ARA 2021-22, pages 44, 147-151
12 BEIS, ARA 2021-22, pages 148, 150-151
13 Q108

14 Q110

15 BEIS, ARA 2021-22, page 148

16 BEIS, ARA 2021-22, page 87-88

17 BEIS, ARA 2021-22, page 150-152
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until their assurance exercise for the second and third wave of business support grants has
concluded. The longer the Department takes to start the recovery process, the lower the
likelihood of successful recovery and potentially the greater the losses to the public purse.*®

Lack of curiosity surrounding lenders’ performance in the Bounce
Back Loan Scheme

10. The Bounce Back Loan Scheme (BBLS) is the largest of the Covid-19 business support
loan schemes, with 1.6 million loans approved, totalling £47.4 billion."” BBLS gave the
lender a full (100%) government-backed guarantee against the outstanding balance of the
facility (both capital and interest).>® The British Business Bank, one of the Department’s
partner organisations, was responsible for delivering the business support loan schemes,
including the BBLS. We acknowledged in our previous report that the Department acted
at speed, but left the taxpayer at risk of large losses due to fraud and error. In order to
roll the scheme out quickly, agreements allowed lenders to follow their own ‘business as
usual’ procedures for monitoring, chasing payment, and identifying fraud for government
backed loans. The Department included limited requirements for lenders to collect and
share data.”

11. Lenders self-report on performance within the British Business Bank’s portal, and
the Department has published data on this performance as at 31 July 2022.* The portal
was designed for administering the guarantee rather than managing the loans.”* Due to
lenders following their ‘business as usual’ procedures there is inconsistency in the data
reported which makes interpretation difficult. We asked the Department what actions
they were taking where lenders were not performing to standard, and they told us that
differences in the data were not necessarily reflective of performance differences, due to
differences in circumstances and strategies.**

12. The Department gathers information from the lenders in addition to the (notably
limited) requirements in original agreements.”® We had also taken evidence from Natwest,
HSBC, Starling Bank and Paragon Bank. The lenders told us that all information requested
by the Department has been provided.** However, the Department has not established the
full extent of the information held by lenders in order that this can be investigated further,
while the banks told us they hold additional information which has not been requested.”’”

18 C&AG's Report, BEIS ARA 2021-22, page 165

19 BEIS, ARA 2021-22, page 18

20 Bounce Back Loan Scheme - British Business Bank (british-business-bank.co.uk)

21 BEIS Annual Report & Accounts 2020-21 (parliament.uk) p8

22 Bounce Back Loan Scheme performance data as at 31 July 2022 - GOV.UK (www.gov.uk)
23 The Bounce Back Loan Scheme: an update (nao.org.uk) p54

24 Q119
25 Q119
26 Q5

27 Q6
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https://www.nao.org.uk/wp-content/uploads/2021/12/The-Bounce-Back-Loan-Scheme-an-update.pdf
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Counter fraud activity on the Bounce Back Loan Scheme

13. The inadequacy of the Department’s initial fraud response on the Bounce Back Loan
Scheme has been well documented, through our previous report®®, and the most recent
NAO report on this topic.?” This included the lack of initial liaison with the Cabinet Office,
and the lack of an appropriate in-house counter fraud function.

14. The Department has made progress in its fraud response. The Fraud Risk Assessment
has been updated, although this identified additional fraud risks which were not
considered at the point the scheme was launched.’® Notably, the Department told us about
the improvements which have been made to the ongoing Recovery Loan Scheme as a
result of learning from the Bounce Back Loan Scheme, such as permissions for sharing
data, data systems and governance, and bulk objections for dissolving companies with an
outstanding loan.™

15. However, funding for counter fraud activities remains low, with limited recoveries
being made. The Department’s National Investigation Service (NATIS), a law enforcement
agency partnered with the Department since September 2020, has received £13.2m in
funding. The Department told us that NATIS have 558 open investigations, recovered
£5.8 million of irregular payments, and arrested 58 individuals in connection with
Bounce Back Loan Scheme fraud.*” The Department stated that the low level of funding
for NATIS, compared to DWP’s spend on counter fraud is due to the focus on the most
serious organised crime elements of fraudulent activity, and the fact that the bulk of anti-
fraud work is undertaken by the lenders themselves.*?

16. The National Audit Office recommended in December 2021 that the Department
should produce a formal strategy, setting out the longer-term ambitions, objectives
and metrics for the impact of successful counter-fraud actions; fraud risk appetite; and
prioritisation of counter-fraud activities and resources based on cost-effectiveness.>* A
formal strategy such as this would provide the opportunity for proper scrutiny of the
adequacy of the current focus of work, but the strategy has not yet been published.

Responsibility for effective delivery

17. The Department is responsible for government’s business support grant schemes
which have has provided local authorities with £25 billion of COVID-19 grant funding to
allocate to eligible businesses since March 2020. Furthermore, the Department provided
more than £38 billion for the Bounce Back Loans Scheme, operated by the British Business
Bank through commercial lenders, since May 2020.>

18. The statement of AQO’s responsibilities in the Department’s ARA outlines the
Accounting Officer’s responsibility for the propriety and regularity of the finances
allocated to them.*® This is reinforced through HM Treasury’s Managing Public Money

28 BEIS Annual Report & Accounts 2020-21 (parliament.uk) p6
29 The Bounce Back Loan Scheme: an update (nao.org.uk)
30 The Bounce Back Loan Scheme: an update (nao.org.uk)

31 Q113
32 Q117
33 Q118

34 The Bounce Back Loan Scheme: an update (nao.org.uk)
35 BEIS, ARA 2021-22, pages 44, 246, 260
36 BEIS, ARA 2021-22, page 67
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which expands on the personal responsibility the Accounting Officer has for ensuring
their organisation uses its resources efficiently, economically and effectively. This also
extends to responsibility for managing risks in relation to fraud.*

19. Inits written evidence, the Institute of Chartered Accountants in England and Wales
(ICAEW) drew attention to the Department’s response to our previous report on the BEIS
Annual Report and Accounts.*® The ICAEW told us that the Department’s response did
not acknowledge its overall responsibility, and that of the Accounting Officer in particular,
on fraud recovery linked to Covid schemes.’® We asked the Department to reply to this
point, which echoed Treasury guidance. Referring to Bounce Back Loans, the Department
told us that it set out responsibilities of commercial lenders from initial checks through
to recovery processes at the time the scheme was launched. It also told us that it saw the
Department’s role as one which enabled, supported and challenged the banks.*’

Completeness of Companies Register

20. The Companies House annual report and accounts continues to show an increase in
the number of the companies registered. The Department considers this to be a reflection
of wider international trends and increased entrepreneurial activity.*' However, the rise
in registrations also increases the likelihood that the Companies House register contains
fake entries.*? The Department acknowledges Companies House needs to manage this and
is introducing greater powers through the Economic Crime and Corporate Transparency
Bill for Companies House to check the identity of directors and to crack down on any
abuse of the register.*’

21. It has been an offence since 2009 to make a false return to Companies House, yet
to date there is a record of just one conviction for this offence, in 2018. The Department
was unable to confirm the number of prosecutions or convictions made under these
existing powers.** The Department was also unable to confirm why, despite the continued
rise in the number of companies registered and the increasing likelihood that some of
these registrations are being used to commit fraud against businesses and the public, the
Department’s powers to enforce the existing law are not being used.*

37 HM Treasury, Managing Public Money, March 2022, page 14, section 3.3, and page 102, section A4.9.1

38 Committee of Public Accounts, Department for Business, Energy & Industrial Strategy Annual Report and
Accounts 2020-21, First Report of Session 2022-23, HC 59, 11 May 2022

39  Written evidence submitted by Institute of Chartered Accountants in England and Wales - ICAEW

40 Q134

41 Q 125
42 Q 126
43 Q 127
44 Q129

45  Qq130-131
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3 Post Office Horizon IT programme
compensation

22. The Horizon IT system used by sub postmasters and subpostmistresses erroneously
recorded shortfalls of cash in local Post Office branches over a 20-year period. The Post
Office blamed many of the shortfalls on sub postmasters and sub postmistresses, despite it
being the Horizon IT system was at fault. Post Office took action to recover the losses from
staff and in some cases, criminal prosecutions were pursued and people were wrongly
convicted. Following the scandal, the Post Office committed to make payments to current
and former postmasters to compensate those who had either wrongly been convicted of
fraud, theft or false accounting (Overturned Historical Convictions) or had been affected
by financial discrepancies related to previous versions of the Horizon I'T system (Historical
Shortfall Scheme). The Post Office is unable to fund the full amount of compensation and
maintain levels of service provision and so the Department agreed to provide funding to
the Post Office to support the compensation payments to be made. At 31 March 2022, the
Department’s liability was estimated to be £579 million.*®

23. We drew the Department’s attention to media reports relating to individual cases
where payments had not yet been made or where claimants had been forced to accept
half of what they were entitled to; and asked the Department what they were doing about
these cases.”” The Department stated that in these cases which related to the Historical
Shortfall Scheme, 90% of offers had been made by 15 November 2022 and that this was
expected to continue to increase. However, some of these offers do not reflect the total
compensation due. These claims related to more challenging cases where bankruptcy or
insolvency are involved. The Department said it was working hard and where necessary
taking advice from insolvency practitioners, to ensure that claimants got the maximum
level of compensation possible.*®

24. We asked whether the Department will in effect be funding the full bail out of the
estimated compensation. The Department stated that of the estimated £150 million
provided for the Historical Shortfall Scheme, £63.3 million will be funded by the
Department and for the Overturned Historical Convictions Scheme, the Department has
agreed to stand behind the whole cost of £502 million. While the Department would be
keen to see the Post Office fund a greater share of these costs, this would have imposed
a significant financial burden on the Post Office that would likely have resulted in it no
longer being a going concern.*’

46 BEIS, ARA 2021-22, page 257
a7 Q 167

48 Qq 168-169

49 Qq 170-173
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Formal minutes

Monday 20 March 2023
Members present:

Dame Meg Hillier

Olivia Blake

Dan Carden

Mr Jonathan Djanogly

Mrs Flick Drummond

Peter Grant

Anne Marie Morris

Nick Smith

Department for Business, Energy & Industrial Strategy Annual Report and
Accounts 2021-22

Draft Report (Department for Business, Energy & Industrial Strategy Annual Report and
Accounts 2021-22), proposed by the Chair, brought up and read.

Ordered, That the draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 24 read and agreed to.

Summary agreed to.

Introduction agreed to.

Conclusions and recommendations agreed to.

Resolved, That the Report be the Forty-fifth of the Committee to the House.

Ordered, That the Chair make the Report to the House.

Adjournment

Adjourned till Thursday 23 March at 9.30am.
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Witnhesses

The following witnesses gave evidence. Transcripts can be viewed on the inquiry publications
page of the Committee’s website.

Monday 5 December 2022

Anne Boden, Founder and Chief Executive, Starling Bank; Andrew Harrison,
Managing Director of Business Banking, NatWest; Dave Newcombe, Managing
Director of the commercial division, Paragon Bank; and Karl Reid, Head of
Lending, UK Commercial Banking, HSBC Q1-85

Sarah Munby, Permanent Secretary, Department for Business, Energy and
Industrial Strategy; Gemma Peck, Director, Business Growth, Department for
Business, Energy and Industrial Strategy; and Tom Taylor, Strategic Finance
Director and Chief Financial Officer, Department for Business, Energy and
Industrial Strategy Q86-181

Published written evidence

The following written evidence was received and can be viewed on the inquiry publications
page of the Committee’s website.

BRA numbers are generated by the evidence processing system and so may not be complete.
1 Institute of Chartered Accountants in England and Wales (ICAEW) (BRA00O01)
2 UK Finance (BRA0003)


https://committees.parliament.uk/oralevidence/12887/html/
https://committees.parliament.uk/oralevidence/12887/html/
https://committees.parliament.uk/work/7046/default/publications/written-evidence/
https://committees.parliament.uk/work/7046/default/publications/written-evidence/
https://committees.parliament.uk/writtenevidence/113828/html/
https://committees.parliament.uk/writtenevidence/113890/html/
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List of Reports from the Committee
during the current Parliament

All publications from the Committee are available on the publications page of the
Committee’s website.

Session 2022-23

Number Title Reference
1st Department for Business, Energy & Industrial Strategy HC 59
Annual Report and Accounts 2020-21
2nd Lessons from implementing IR35 reforms HC 60
3rd The future of the Advanced Gas-cooled Reactors HC 118
4th Use of evaluation and modelling in government HC 254
5th Local economic growth HC 252
6th Department of Health and Social Care 2020-21 Annual HC 253
Report and Accounts
7th Armoured Vehicles: the Ajax programme HC 259
8th Financial sustainability of the higher education sector in HC 257
England
9th Child Maintenance HC 255
10th Restoration and Renewal of Parliament HC 49
11th The rollout of the COVID-19 vaccine programme in England HC 258
12th Management of PPE contracts HC 260
13th Secure training centres and secure schools HC 30
14th Investigation into the British Steel Pension Scheme HC 251
15th The Police Uplift Programme HC 261
16th Managing cross-border travel during the COVID-19 pandemic  HC 29
17th Government’s contracts with Randox Laboratories Ltd HC 28
18th Government actions to combat waste crime HC 33
19th Regulating after EU Exit HC 32
20th Whole of Government Accounts 2019-20 HC 31
21st Transforming electronic monitoring services HC 34
22nd Tackling local air quality breaches HC 37
23rd Measuring and reporting public sector greenhouse gas HC 39
emissions
24th Redevelopment of Defra’s animal health infrastructure HC 42
25th Regulation of energy suppliers HC 41
26th The Department for Work and Pensions’ Accounts 2021-22 -  HC 44

Fraud and error in the benefits system

27th Evaluating innovation projects in children’s social care HC 38


https://committees.parliament.uk/committee/127/public-accounts-committee/publications/
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Number Title Reference
28th Improving the Accounting Officer Assessment process HC 43
29th The Affordable Homes Programme since 2015 HC 684
30th Developing workforce skills for a strong economy HC 685
31st Managing central government property HC 48
32nd Grassroots participation in sport and physical activity HC 46
33rd HMRC performance in 2021-22 HC 686
34th The Creation of the UK Infrastructure Bank HC 45
35th Introducing Integrated Care Systems HC 47
36th The Defence digital strategy HC 727
37th Support for vulnerable adolescents HC 730
38th Managing NHS backlogs and waiting times in England HC 729
39th Excess Votes 2021-22 HC 1132
40th COVID employment support schemes HC 810
41st Driving licence backlogs at the DVLA HC 735
42nd The Restart Scheme for long-term unemployed people HC 733
43rd Progress combatting fraud HC 40
44th The Digital Services Tax HC 732
47th Investigation into the UK Passport Office HC 738
48th MoD Equipment Plan 2022-2032 HC 731

1st Special  Sixth Annual Report of the Chair of the Committee of Public  HC 50
Report Accounts

Session 2021-22

Number Title Reference
1st Low emission cars HC 186
2nd BBC strategic financial management HC 187
3rd COVID-19: Support for children’s education HC 240
4th COVID-19: Local government finance HC 239
5th COVID-19: Government Support for Charities HC 250
6th Public Sector Pensions HC 289
7th Adult Social Care Markets HC 252
8th COVID 19: Culture Recovery Fund HC 340
9th Fraud and Error HC 253
10th Overview of the English rail system HC 170
11th Local auditor reporting on local government in England HC 171

12th COVID 19: Cost Tracker Update HC 173
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Number

13th

14th
15th
16th
17th
18th
19th
20th
21st
22nd

23rd
24th
25th

26th

27th
28th
29th
30th
31st

32nd
33rd
34th
35th

36th
37th
38th
39th
40th
41st

42nd
43rd
44th
45th

Title

Initial lessons from the government’s response to the
COVID-19 pandemic

Windrush Compensation Scheme

DWP Employment support

Principles of effective regulation

High Speed 2: Progress at Summer 2021
Government’s delivery through arm’s-length bodies
Protecting consumers from unsafe products
Optimising the defence estate

School Funding

Improving the performance of major defence equipment
contracts

Test and Trace update
Crossrail: A progress update

The Department for Work and Pensions’ Accounts 2020-21 -
Fraud and error in the benefits system

Lessons from Greensill Capital: accreditation to business
support schemes

Green Homes Grant Voucher Scheme

Efficiency in government

The National Law Enforcement Data Programme

Challenges in implementing digital change

Environmental Land Management Scheme

Delivering gigabitcapable broadband

Underpayments of the State Pension

Local Government Finance System: Overview and Challenges

The pharmacy early payment and salary advance schemes in
the NHS

EU Exit: UK Border post transition

HMRC Performance in 2020-21

COVID-19 cost tracker update

DWP Employment Support: Kickstart Scheme
Excess votes 2020-21: Serious Fraud Office
Achieving Net Zero: Follow up

Financial sustainability of schools in England
Reducing the backlog in criminal courts

NHS backlogs and waiting times in England

Progress with trade negotiations

Reference

HC 175

HC 174
HC 177
HC 176
HC 329
HC 181
HC 180
HC 179
HC 183
HC 185

HC 182
HC 184
HC 633

HC 169

HC 635
HC 636
HC 638
HC 637
HC 639
HC 743
HC 654
HC 646
HC 745

HC 746
HC 641
HC 640
HC 655
HC 1099
HC 642
HC 650
HC 643
HC 747
HC 993
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Number Title Reference

46th Government preparedness for the COVID-19 pandemic: HC 952
lessons for government on risk

47th Academies Sector Annual Report and Accounts 2019/20 HC 994

48th HMRC's management of tax debt HC 953

49th Regulation of private renting HC 996

50th Bounce Back Loans Scheme: Follow-up HC 951

51st Improving outcomes for women in the criminal justice HC 997
system

52nd Ministry of Defence Equipment Plan 2021-31 HC 1164

1st Special  Fifth Annual Report of the Chair of the Committee of Public HC 222
Report Accounts

Session 2019-21

Number Title Reference
1st Support for children with special educational needs and HC 85
disabilities
2nd Defence Nuclear Infrastructure HC 86
3rd High Speed 2: Spring 2020 Update HC 84
4th EU Exit: Get ready for Brexit Campaign HC 131
5th University technical colleges HC 87
6th Excess votes 2018-19 HC 243
7th Gambling regulation: problem gambling and protecting HC 134
vulnerable people

8th NHS capital expenditure and financial management HC 344
9th Water supply and demand management HC 378
10th Defence capability and the Equipment Plan HC 247
11th Local authority investment in commercial property HC 312
12th Management of tax reliefs HC 379
13th Whole of Government Response to COVID-19 HC 404
14th Readying the NHS and social care for the COVID-19 peak HC 405
15th Improving the prison estate HC 244
16th Progress in remediating dangerous cladding HC 406
17th Immigration enforcement HC 407
18th NHS nursing workforce HC 408
19th Restoration and renewal of the Palace of Westminster HC 549
20th Tackling the tax gap HC 650
21st Government support for UK exporters HC 679

22nd Digital transformation in the NHS HC 680
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Number
23rd
24th
25th

26th
27th
28th

29th
30th
31st

32nd
33rd
34th
35th
36th
37th
38th
39th
40th
41st

42nd

43rd
44th
45th
46th
47th
48th
49th
50th
51st

52nd
53rd
54th
55th
56th

Title
Delivering carrier strike
Selecting towns for the Towns Fund

Asylum accommodation and support transformation
programme

Department of Work and Pensions Accounts 2019-20
Covid-19: Supply of ventilators

The Nuclear Decommissioning Authority’s management of
the Magnox contract

Whitehall preparations for EU Exit

The production and distribution of cash

Starter Homes

Specialist Skills in the civil service

Covid-19: Bounce Back Loan Scheme

Covid-19: Support for jobs

Improving Broadband

HMRC performance 2019-20

Whole of Government Accounts 2018-19
Managing colleges’ financial sustainability
Lessons from major projects and programmes
Achieving government'’s long-term environmental goals
COVID 19: the free school meals voucher scheme

COVID-19: Government procurement and supply of Personal
Protective EqQuipment

COVID-19: Planning for a vaccine Part 1
Excess Votes 2019-20

Managing flood risk

Achieving Net Zero

COVID-19: Test, track and trace (part 1)
Digital Services at the Border

COVID-19: housing people sleeping rough
Defence Equipment Plan 2020-2030
Managing the expiry of PFl contracts

Key challenges facing the Ministry of Justice

Covid 19: supporting the vulnerable during lockdown

Improving single living accommodation for service personnel

Environmental tax measures

Industrial Strategy Challenge Fund

Reference
HC 684
HC 651
HC 683

HC 681
HC 685
HC 653

HC 682
HC 654
HC 88

HC 686
HC 687
HC 920
HC 688
HC 690
HC 655
HC 692
HC 694
HC 927
HC 689
HC 928

HC 930
HC 1205
HC 931
HC 935
HC 932
HC 936
HC 934
HC 693
HC 1114
HC 1190
HC 938
HC 940
HC 937
HC 941
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