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Sector Update
Ryan Carey
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Technology enabled businesses
What have we learnt so far?

@ The funding response:

*  CBILS - British Chambers of Commerce’s latest business impact tracker shows just 13% of those businesses that applied for the CBILS have succeeded

»  State aid complexity is causing concern — in particular the “Undertakings in Difficulty” definition

a Optimism in new measures:

* Innovate UK R&D grants & loans —a new £750m pot
*  The Future Fund —a new £250m fund but quite complex and hard to qualify if you have a non UK parent company

*  Banking Competition Remedies Grants —a new £100m pot worth exploring for FinTech and related technologies
People and the workforce:

* Some are starting to consider adjusting the structure of employee reward — looking at cash vs non cash and alignment of UK reward to global reward

* Many tax authorities have rules covering Optional Remuneration Arrangements impacting base pay and benefits — a note of caution
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Resources available
A summary of useful information available to businesses

Deloitte resources:

* Responding to COVID-19: Updates and practical steps (a series of weekly webinars chaired by lan Stewart, Deloitte’s Chief Economist)

*  Government funding response to COVID-19 (a summary of UK and global funding programmes, updated daily. You can also register to
receive automatic updates here)

e TaxAtlas COVID-19 Tax & Fiscal Measures (sign-up to a one-stop summary of proposed and enacted tax and fiscal measures announced
globally)

*  Combating COVID-19 with Resilience: How Tax departments can prepare now (Tax specific webcast in response to COVID-19. Part of a
wider series of tax webcasts available here)

@ Other resources:

e (OECD country-response tracker
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https://www2.deloitte.com/uk/en/pages/about-deloitte-uk/articles/covid-19-webinars.html
https://www2.deloitte.com/uk/en/pages/financial-advisory/articles/covid19-uk-government-funding-response.html?nc=1
https://ukpages.deloitte.com/Government-funding-response-update-Registration.html
https://www2.deloitte.com/global/en/pages/tax/solutions/tax-atlas-signal.html?id=gx:2em:3cc:4cov-19-tax-dcom:5awa:6tax:CovidTaxFiscalMeasures
http://www.emeadbriefs.com/webcast-pages---uk/2020-t1-03-27-20---uk-tax-focus.aspx
http://www.emeadbriefs.com/emea-dbriefs/emea-dbriefs-archived-webcasts.aspx
http://www.oecd.org/coronavirus/en/

Planning through uncertainty
Rick Cudworth
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RESPOND

RECOVER THRIVE

deliver services during prolonged uncertainty in a way that is safe,
flexible and resilient

to meet consumer needs in the face of prolonged uncertainty

I Prepare and manage continuity : Learn and emerge stronger Prepare for the next normal
| Phase 1: | Phase 3: Phase 4:
i The initial response: invocation of Crisis i Reviewing effectiveness of response: Resilience as a strategic capability:
' | Management arrangements and . | Analysing response arrangements and Bringing resilience to the top-table as a
. | immediate contingency arrangements : enhancing these based on COVID-19 core issue

Modified Resilient | | | tearnings

Operations |\ — — — — '
Buildi " th H ' | Phase 2:
unaing resiiience rou [ . - . N
8 COVID ?9 ' | Modified Resilient Operations: Changing and adapting operations Modified Resilient Operations (MRO) enable organisations to

© 2020. For information, contact Deloitte Touche Tohmatsu Limited. High Growth Companies Update 9



It is likely that governments will flex the level of restrictions in force at any one time as the pandemic progresses.
Organisations should be ready to maintain safe, flexible and resilient operations as the response evolves

Planning principles

Continuing to look

Respond — after your people

and customers

Recover — Thrive Safe

Response phase two

Flexible Resilient
Ability to modify Viable and sustainable
operations to meet operations, making best
demands and maintain use of your resources to
or adjust supply maintain availability

© 2020. For information, contact Deloitte Touche Tohmatsu Limited.

How this may play out* (illustrative only)

Strategies of ‘suppression” are likely to be successful in reducing transmission of the virus over

short periods (A). This will provide opportunities to relax certain restrictions (B). This could lead to

another peak in the rate of transmission occurring, at which time some restrictions may be

activated once more (A). As the pandemic is brought under control, more measures will be relaxed
. We could move between Scenarios A and B or C and back again over the next

3-18 months.

—————— First pandemic wave
------ Subsequent waves

Towards Recovery

Number of COVID-19 cases (illustrative)

Mar 20 Jun 20 Oct 20 2021 Dec 21
Time (illustrative)

*Based on: ‘Impact of non-pharmaceutical interventions (NPIs) to reduce COVID-19 mortality and healthcare demand’ (Imperial College
COVID-19 Response Team, March 2020)
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Response phase
two scenarios

lllustrative planning
scenarios

. Scenario A — ‘Rising Peak’ .

Pandemic situation

* Rates of infection progression, transmission
rate and recorded cases are rising

* Hospitals are predicted to exceed
operating capacity

* There are concerns over shortages of medical
equipment and staff

Business and public services

* Schools and universities have been closed

* The government has ordered the closure of
non-essential businesses

Travel restrictions

* 'Suppression' strategies have been
implemented, such as 'social distancing' and
lockdowns, to limit the number of cases

* International travel is highly restricted and
some land borders are closed

Public confidence

* Public, consumer and stakeholder confidence
is low as restrictions are expected to be in
place for some time

Economic

* Financial markets are under stress and major
losses are incurred globally

* Confidence of investors and shareholders is
very low and new investment, whilst available,
is limited or ‘at a cost’

-

. Scenario B — ‘Post-Peak’ .

SITUATION

Pandemic situation

* Levels of infection have dropped below peak
levels, however, concerns remain over lack
of immunity

* Hospitals operating at or near to full capacity
with the number of cases reducing

Business and public services

* Schools have reopened in areas deemed to
have surpassed the peak

* Businesses, venues and communal spaces able
to open providing they adhere to operating
restrictions

Travel restrictions

* There has been some relaxation of restrictions
with non-essential workers or those confirmed
as ‘lower risk’ allowed to return to work

* Many countries have relaxed entry restrictions,
though restrictions remain in countries facing a
‘rising peak’ scenario

Public confidence

* Confidence has improved due to the
reduction in new cases, although many are still
wary of possible resurgence

Economic

* Financial markets begin to stabilise, however
there is little prospect for growth in the short-
medium term

* Investors remain wary of another peak

- Scenario C — “Towards Recovery’ -

Pandemic situation

* In most regions, the pandemic is now within the range
where epidemiological surveys of infected people are
traceable, and have dropped to low levels.

* Hospitals are operating at a manageable capacity
Business and public services

* Most schools have reopened nationally, with isolation
only remaining where there are infected individuals

* Most businesses and venues are allowed to resume
operations providing strict isolation and containment
measures are followed

Travel restrictions

* Restrictions on movement and mass gatherings in most
areas have been lifted, and sporting
events resumed

* International travel is no longer limited as air routes
open and restrictions on flights are relaxed

* Most border restrictions relating to COVID-19 have
been lifted

Public confidence

* Confidence has vastly improved due to the WHO status
and medical advancements

Economic

* Financial markets begin to recover and there is
potential for growth in the near future

* Shareholder and investor confidence is on

an upward trend with the potential for more positive
investment decisions
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1. ldentify scenarios which will impact
customer and stakeholder demands and
the operations to meet those

2. ‘Stress test’ delivery capabilities against 3. Identify modifications needed to maintain
planning assumptions for each scenario safety, flexibility and improve resilience

Scenario A — ‘Rising Peak Demand N
,:‘: l“., Tight restrictions and lockdowns Supply
i Adopt new
‘-.‘\ lﬁ' Q People . a ppranhes and
/‘9 _,d ‘ p' ’ ,ﬁ‘ strategies to meet
Usi : . Demand ®) e demand
Operations

J
based approach |
—— Scenario B—‘Post-Peak’ — Resources
Determining the changes to A
i\ Some relaxation of measures 4. Identify actions needed to make
make, when to make them i "
_ i modifications happen, and the resources,
and how to put them into "'.e Il b timeframes and costs to implement
/e /e /@
effect NS S e

Planning considerations

Immediate actions

]
c
—— Scenario C— ‘Towards Recovery’ — g
o .

A 2 < Barriers to success
/'t Most restrictions lifted g
\ o
w
(V]
[«

e ‘Crunch points’ identified L Operational Dependencies
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Modified Resilient
Operations: top
tips and
recommendations

Ensuring safety, flexibility
and resilience through the
next phase of response

© 2020. For information, contact Deloitte Touche Tohmatsu Limited.

Establish local and global view scenarios — we recommend three scenarios

Be ready to quickly adapt to maximise the opportunities

Set the actions necessary to make the modifications and resources required

High Growth Companies Update

13



Establishing a robust framework
Atif Yusuf
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Establishing a robust framework

The world is likely to be a different place post Covid-19 pandemic, and a number of implications for the global

economy and businesses are possible...

We are modelling a range of scenarios
for the future...

Passing Storm — recovery late 2020

Good Company — recovering late 2021
Sunrise in the East — recovering late 2021
Lone Wolves — recovery mid 2022

Financial view

* Globalisation

* Geopolitics

* Resilience: Government
* Resilience: Corporates
* Resilience: Financials

* Resilience: Households
* Airtravel

*  Ways of working:

* Physical vs online space
* Public vs Private sector
* |Interest rates/role of central banks
* Equality and taxation

* Immigration

... but there are common implications we
can assume now...

* Longterm low interest rate
environment

* Increased cost of rise / impairment

* Short term credit spike but long term
deleveraging

* Volatile customer, government and
regulatory position

* Reduced NIMs
* Reduced profitability
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... These have macro implications that

will start to play out now...

Winners

Will focus on:

* Acquisitions

e Customer / growth

¢ Products / innovation
* Cost

Strugglers
Will focus on:

e Cost
*  Op model and supply chain
¢ Transformation of business model

Losers

Will focus on:

* Distress / financial restructuring
¢ Resilience

e Sales / divestiture

* Government help

¢ Cost

... with key focus areas driving the
Recover and Thrive phases...

Customers
* Spike rather than slump in demand
* New product economics

* Enhanced innovation for policy, pricing

and delivery

Operations

* Lower cost op model

* Accelerate adoption of new tech
* Embed rapid decision making

* Reset change portfolio

Balance Sheet

* Business lending

* New growth

* Refreshed regulatory agenda
* MR&A

High Growth Companies Update
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Establishing a robust framework
FinTechs’ to the potential profound systemic changes that may characterise the next

normal as they emerge
STRATEGY AND POLICY

Reports to senior management
Coordinates business lines and support functions

Monitoring and intelligence to ‘Digital twin’ modelling combining dynamic Policy development and lobbying to
consolidate what other banks macro-economic modelling with linked work with and influence government
are doing around the world to operating and financial modelling to create to devise a recovery that delivers the
change / recover ability to test wide ranging scenarios at intended outcomes
speed
NOT EXHAUSTIVE
CUSTOMERS OPERATIONS BALANCE SHEET
Retail Business
Update policies and ! « Refresh policies and pricing to support . Loclf in “crisis cost savings’ within the operfat-mg model, (e.g. * Recalibrate IRB models and drive cIarlty on IFRS9 a-ssumptlo.ns
. i ) don’t reopen closed branches, plan for minimal cash usage, and outcomes that fully reflect emerging economic scenarios
pricing to support i fundamentally strong businesses ) ) - ! i
! . make remote working the norm, use RPA to avoid costs) and the impact of fiscal and monetary actions
customers as they ' restructure / manage additional debt
recover financially i * Ramp-up collections and recoveries capabilities using RPA / Al * Update ICAAP/ILAAP for the new normal and determine
| ° Create new products to support to scale (i.e. not by adding additional FTE ital and liquidity implications / requirements for the bank
Create new productsto | businesses’ in their recovery (e.g. o scale (i.e. not by adding additiona ) capital and liquidity implications / requirements for the ban
support personal E working capital solutions for SMEs) * Build better and scaled restricting capabilities to re-habilitate * Revise asset class participation strategy to reflect the forecast
deleveraging and credit o business and consumers who are in difficulty risk adjusted returns on (revised) economic capital and
rebuilding '« Refresh the propositions for example, tunities for st n t reducti
i educate businesses on the ‘new * Re-set change framework and capabilities to deliver change in b
Strengthen propositions ' norm’ post crisis and changes they days not months (e.g. RPA platform) * Look for growth opportunities of either book sales or
by offering guidance and |  should make to their business models . . . . . distressed firms (e.g. unsecured or specialist lending)
beyond banking services | * Revisit case for industry wide utilities for non strategic
. ) . 1 * Review the risk appetite to identify capabilities, areas to focus on include ID&V, fraud monitoring
(e.g. financial education) ! ) - i )
| attractive sectors post crisis and collections & recoveries
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Establishing a robust framework

Operational excellence, particularly during COVID-19, remains at the heart of firms therefore it is
imperative to ensure reliable and timely financial and operational reporting, upon which key business
decisions can be made.

*  (C-19 has meant a distributed workforce, increased illness and limited offshore/outsourced activity, hence backup, BCP and inventive plans for people
management and ensuring their wellbeing are essential.

a Peo Ie *  Assess the structure of the current operating model, specifically the efficiency, performance, control and execution of the finance and internal control
p functions, and identify key controls that are or need to operate differently under the C-19 pandemic.
* Identify dependencies on key personnel and ensure there is appropriate segregation and backup arrangements during COVID-19.
*  Assess your team’s ability and security to execute core financial reporting activities remotely.
* Enhance efficiency of operational and accounting processes to aid real-time and daily decision making.
* |dentify key risk indicators and inconsistencies due to C-19 scenario, as risk profiles are changing with change in operating model
— Processes . o . - . . . N
Assess potential process limitations during COVID-19 such as availability of data, increased activity times, offshore or third party process disruption
and modified controls.
* |dentify pain points and gaps in controls.
— Contr‘ols * |dentify key controls and mitigating controls to prepare for normal and stressed times.

* Understand the implications and limitations of your control environment and ability to execute controls remotely.

* |dentify all dependencies on third party providers and offshore locations and plan to reduce risk surrounding dependencies.
* Assess any absence of access, change management and monitoring controls.

Technology

* |dentification of areas for potential automation.

» Consider the reliance of on-site servers and need for use of ‘Cloud’ prompted by working remotely.
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Establishing a robust framework
Processes and controls

Poorly, although few would admit to it...

EleEC

Few undertake a detailed financial risk
assessment

Little evaluation of entity level controls

Limited identification of material/key
controls

Limited analysis of risk and control within
central functions

Documentation is poor

Lack of accountability — process/control
owners

Lack of focus on GITC

Little evidence that controls are operating
as designed

...few UK companies address ICFR unless there is a burning platform
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The technology solution to implement your Operational Resilience framework

OneView is Deloitte’s cloud-hosted solution for clients to undertake and manage their Operational Resilience framework,
as required by the FCA and PRA Consultation Paper. OneView enables clients to access analytics on the vulnerabilities of

their resources and the impact this has on their important business services.

Deloitte. | cneview

Management Information

Business Service Risk Rating Sales Deparment

o
Msk* Thiggries "
Oneview
Supplier ltd .
.
Payment Software
Company hd .

Run self-assessments

OneView allows you to run regular self-assessment reports
on your operational resilience, and delivers this in a format
that is regulator ready, so that you can quickly and easily
demonstrate that you’re operating in line with regulatory

expectations.
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Identify important business
services

OneView provides a central location to manage
your lists of services, with a consistent
framework to identify those that are most

important to your business.

Scenario testing

OneView helps you to create scenario testing plans by

generating possible scenarios that involve the loss or

disruption of your most critical resources. You can also use

the ‘sandbox environment’ in OneView to make
hypothetical changes to your business services and
resources to fully understand the impact of scenarios and

upcoming strategic decisions to your organisation.

Map important business services
against resources

OneView guides you to identify the combination of
resources that the delivery of each of your
important business services relies upon. This
highlights which critical resources may pose a risk

to the delivery of your business services.

Set impact tolerances and regular
reviews

OneView provides a consistent framework
through which you can set impact tolerances for
your important business services. You're able to
access regular Ml indicating how your business is
performing in relation to the impact tolerances

you set.

High Growth Companies Update
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Operational Resilience and Cloud: AWS
Richard Caven
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Operational resilience and Cloud

Operational resilience- not solely a cloud or even a technology specific issue

« “Ability of firms and the (financial) sector as a whole to prevent, adapt, respond to, recover and learn from operational
disruptions”- Bank of England, CP19/32 Building Operational Resilience, 5 Dec 2019

* Operational resilience relies on People, Processes, Technology, Facilities, and Information. Cloud
offers a potential solution to SOME of the challenges organisations face in improving operational
resilience

e Cloudis a powerful tool that helps our customers improve operational resilience:
* Meet specific resilience characteristics/operational risk appetite
* Reduce complexity inherent in legacy technology stacks
* Design processes to increase transparency and granularity of controls
* Build agile and innovative infrastructure that is able adapt and scale to meet the challenge of unexpected change

e Proportionality- managing resources through lens of cost and risk can be facilitated by the cloud

* Improving operational resilience requires not only decisions relating to systems architecture
however, but also the organisational capabilities of risk management, process governance and
control

aWs financial

® 2020 Amazon Web Services Inc. or its Affiliates. All rights reserved. SerViCGS 21



Questions
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Key Contacts
For advice on responding to COVID-19, please get in touch with your usual Deloitte Private contact or the

High Growth Central Team:

Matt Henderson — UK Deloitte Private High Growth Segment Lead Partner| mahenderson@deloitte.co.uk

Ryan Carey — Deloitte Private Tax Director, UK High Growth Companies Tax Lead | rcarey@deloitte.co.uk

Tom Rees — Deloitte Private Head of Business Development | trees@deloitte.co.uk

Kariel Parian — Deloitte Private Client Portfolio Manager| kparian@deloite.co.uk
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