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Foreword Contents

Small and Medium sized businesses are vital to the growth and health
of the economy, yet gaining access to finance for many startups can
be difficult. The Start Up Loans scheme exists to address this problem.
Whilst still relatively young, the programme’s impact has been
immediate. As stated in this report, over 12,400 recipients have
received loans between 1 April 2013 and 31 March 2014, resulting in
£69 million in lending to new and early stage businesses.

Of course some businesses will fail. That is a fact of life. However it is
Start Up Loan’s founding aim to provide the necessary tools for those
who wish to start a business and create a job for themselves and
others. By creating businesses and jobs, the overall success of the
scheme must be judged on its economic and social return on
investment, helping people into gainful employment activity, the
up-skilling of individuals and its ability to address barriers to
accessing finance from mainstream lenders.

It is also important to state that the scheme is open to individuals from
all walks of life and | am immensely proud to see more than 3,500
previously unemployed individuals take the first steps in starting a
business.

I look forward to another strong year for the Company in 2014-2015.

James Caan, Chairman

Vision Mission

“We aspire to foster an entrepreneurial society that “We will ensure provision of affordable finance,

drives economic value.” mentoring and support for entrepreneurs starting
businesses in the United Kingdom who cannot
obtain finance from other sources to enable startup
businesses to succeed.”

We Provide:

Business Support Finance

Access to training, business Low cost finance on clear terms for

helplines and community early stage businesses.

business support networks.

Mentoring Exclusive Business Offers
}‘ 1-2-1 tailored support from -y Heavily discounted offers from

small business owners and 4. ., leading businesses including

professionals. b==d Regus, eBay and Intuit.
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Welcome

Tim Sawyer, CEO

About Us

The Start Up Loans Company (SULCo) was created in September 2012 to deliver the Start Up Loan
programme on behalf of the Government, with the aim of addressing the need for startup businesses to
have access to finance. Most startups cannot borrow from mainstream lenders due to a limited credit
history and a lack of collateral or, in many cases, because lenders take the view that it is simply not
commercially viable for them to lend to this sector. SULCo’s aim is to address this imbalance. Total funding
to 2018/19 is set at £329 million.

The Start Up Loans scheme is not designed to generate a commercial profit. Rather it delivers affordable
lending, mentoring and business support to applicants unable to borrow through mainstream lenders. In
addition, SULCo’s activities result in a wide range of social outcomes. The programme initially focused on
funding and supporting young entrepreneurs aged 18-24 but was subsequently extended to those aged
up to 30. In September 2013 this age restriction was removed, and now all individuals over the age of 18
throughout the UK can benefit from the scheme.

Whilst the scheme has evolved, the core product remains the same. Everyone who comes into the
programme receives help to develop their business plan. Those who receive a loan will also receive free
mentoring and other support including training to develop their ideas or passion into a business and create
a job for themselves and potential employees.

Whilst the Company manages the programme centrally, it is delivered through a network of commercially
contracted Delivery Partners. Along with SULCo, they are responsible for the provision of pre-business
support, loan administration and mentoring services. In addition, the Company offers customers unlimited
access to training courses as well as exclusive access to discounted products and services offered by the
Company’s Corporate Partners.
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Leadership Team

Board of Directors

LORD YOUNG JAMES CAAN LUKE WILLIAMS DAVID HUTCHISON OBE
Founder Chairman Deputy Chairman Non Exec Director

&

BEV JAMES PETER IBBETSON PETER SEARLE SUSAN HICKEY RICHARD ABEL
Non Exec Director Non Exec Director Non Exec Director Non Exec Director Non Exec Director

Senior Management Team

TIM SAWYER JOANNA HILL YASMINA SIADATAN
Chief Executive Chief Operations Creative Director
Officer Officer

NICHOLAS DEAR ALEX DALY
Strategy & Impact Chief Financial
Director Officer
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Economic Journey

START UP LOANS PROGRAMME

AIMS:

Create Economic Value
Improve Access to Finance for Startups
Up-skill Loan Applicants

ACTIVITIES:
Business Support OUTPUTS:

Preparing the Applicant for Finance Business Plans Developed
Training Loans Provided

Mentoring Loan Recipients Paired with Mentors
Exclusive Business Offers

OUTCOMES:

New Businesses Trading
Early-Stage Businesses Supported
Up-skilling of Loan Recipients
Jobs Generated

IMPACT

Increase in Gross Value Added
Enhanced Attitudes to Entrepreneurship
Improved Access to Finance Markets

Success Story

NAME:

COMPANY:
PRODUCT:

JOBS GENERATED:
TURNOVER:
LOCATION:
WEBSITE:
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Financial Year 2013/2014 in Numbers

5 . 12L,418
elivery > oans

1 Partners f69m

Money Lent

Demographics

Previous Status Gender

Other including Not Stated

Unemployed
and
Economically Fermale
Inactive
Employed Male
Ethnicity Age’
White Other (Non-UK)
and Not Stated
BAME | A%/ 31-49
White UK

*Lending was extended to the
over 30s in the second half of the
financial year.

Throughout this report, all numbers and data analysis referring to loans drawn down, the demographics and prior status of loan recipients, are taken
from Start Up Loans Customer Relationship Management (CRM) system. Numbers, data and analysis and reporting of outcomes are based upon
provisional findings from externally commissioned research with a 10% sample of the Loan Book for the year April 2013 to March 2014. The report

has been externally reviewed prior to publication.

6 Start Up Loans Annual Report 2013 - 2014



Financial Year 2013/2014 in Numbers

Total Lending Value by Previous Status
Other

Unemployed Employed

Self Employed

Prior Status and Average Loan Value (£Mean)

Loan recipients who were employed and self-employed, prior to applying to Start Up Loans
generally take out a higher value loan than those previously unemployed.

£ Average Loan Value

£8,000

£7,000 £6,700 £6,600

£6,000

£5,000 £4,500
£4,000

£3,000

£2,000

£1,000

£0
Employed Self-employed Unemployed

Age and Average Loan Value (fMean)

There are some slight variations in loan value drawn down by age - most notably amongst older
loan recipients who were likely to apply for less capital than their younger counterparts.

£ Average Loan Value

£7,000
£6,000 £5,500 £5,800 £5,500
£5,100

£5,000
£4,000
£3,000
£2,000
£1,000

£0

18-24 25-30 31-49 50+
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Financial Year 2013/2014 in Numbers

Total Lending in English Regions

£ millions
25 23.6
20
15
105
10
5.9 6.2
4.0 4.1 4.1 52
5 2.7
. . . . I I I *Eligibility was extended
0 to Northern Ireland in
North East South East East West  Yorkshire South East North Greater J 2013 and Scotland
West Midlands Midlands and the West  London ins ana ocotan

Humber in February 2014.

Total Lending in Percentage Lending
Devolved Nations’ in Deprived Areas (UK)

Northern
Ireland

Most Deprived
Local

Scotland

Remaining
Local
Authorities

Wales

Percentage of Total Lending in Most-Deprived Areas
across the UK’

The following chart demonstrates the impact Start-Up Loans is having in the UK’s most-deprived Local
Authorities.

®Most Deprived Local Authorities Remaining Local Authorities
100%

90%
80%
70%
60%
50%
40%

30% #Most deprived equates to the
20% fifth most deprived local
10% authorities in each country

0% based upon ranked order

England Northern Ireland Scotland Wales (Index of Multiple Deprivation).
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Success Stories

NAME:

COMPANY:
PRODUCT:

JOBS GENERATED:
TURNOVER:
LOCATION:
WEBSITE:

NAME:

COMPANY:
PRODUCT:

JOBS GENERATED:
TURNOVER:
LOCATION:
WEBSITE:




Mentors

Carole Davidson, Business Coach to SMEs
Carole built her experience in HR, achieving director level and working
across sectors as diverse as finance to retail, legal to trading. She first
became interested in mentoring through coaching in her profession
and became involved in a government scheme to encourage people to
become qualified as a coach.

Carole was working as a mentor with Business West (a Delivery Partner
for Start Up Loans) when the programme started in 2012 and has since
then supported seven businesses.

She describes working with one mentee, Katie Sergeant, an organic
peanut butter producer and founder of Utta Nutta, as “hugely
rewarding.”

- o I
NATURAL
PALM OIL FREE
SOURCE OF PROTEIN

‘ e
“It is the enthusiasm of startups that keeps me mentoring, and their B NUTT; P
ambition to do well.” Utta Nutta’s popularity means that company B . e Bce i
owner and part-time teacher Katie is very busy and Carole helps her
balance her time. They are also looking at how to manage steady
growth for the company through signing up at least two distributors
each month. Carole says that it can be difficult for busy startups to B e i, 3
take the time to understand that a mentor is not there to work in the — o -: =
business. But once this is understood, the positive experience that " AJ
she has from supporting startups means that she hopes to keep in Katie Sergeant, Founder of Utta Nutta,
touch with some of her mentees for many years to come. mentored by Carole.

Michael Heinrich, Founder of Muzicall
Michael started his professional career in the early 90s as a software
consultant. He moved to California’s Silicon Valley for 10 years where
he saw startups thriving from the atmosphere and opportunities
available to young entrepreneurs.

Michael was inspired to become a mentor from the lack of support
available to him when he was younger. He is convinced that if the kind
of startup ecosystem available now had been available when he was
starting out a business, the ride would have been a lot smoother.

Michael dedicates half a day per week through email and phone
conversations with his mentees. Once the initial contact is made
through a face-to-face meeting, the relationship becomes more
informal, giving Michael and the mentee enough flexibility to work
around their business schedules. His first mentee was an aerial
photography business, which Michael could relate to due to his
interest in technology.

From his experience he understands that mentoring is not without
challenges, it is keeping the business focused. Instead of trying
to juggle lots of opportunities, it is wise to keep a business owner
focused on one to give it the best shot.

Daivd Hogg, Founder of Horizon Imaging,
mentored by Michael.
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Outcomes and Impact:
Financial Year 2013/2014

Estimated Annual Turnover by Loan Value and Age (fMedian)

Based upon loan recipient estimates, there are some identifiable variations in annual turnover by loan value
and, albeit to a lesser extent, by age.

Annual median reported turnover: £23,000

£ Estimated Turnover 000s
£100
£90
£80
£70
£60
£50
£40

£30
£20
- 11 1
£0
50+

Loan Value < Loan Value > 18-24 25-30 31-49
£5.5k £5.8k

Mean "Median

obs Generated
tart Up Loans estimate over 17,000 jobs were generated from the 12,400 loans drawn down within the
year, a ratio of job generation to loan approved of approximately 1.4. The jobs are;

direct jobs generated: 6,500 — all business owner and co-owners who were not in gainful economic activity
prior to drawing down their loan.

indirect jobs generated: 10,500 — any new employee within a business started up by a loan recipient.

7000
6000
5000
4000
3000
2000
1000

0

Self-employed  Casual employees Permanent Owners and
employees business partners

*All new business owners and co-owners were either unemployed or economically inactive prior to loan drawndown.
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Outcomes and Impact:
Financial Year 2013/2014

Stage of Business Development at Loan Draw Down by Prior

Status and Loan Value
70% of loan recipients report they start up in business after drawing down their loan, 16% were already
trading and 14% had yet to start trading.

Loan recipients who were previously unemployed were more likely to report they had yet to start trading.
The employed and self-employed were more likely to already be trading. Those receiving a loan less than
£5,500 were more likely to report they started trading upon drawing down their loan.

Started trading post loan ™Already trading (less than 12 months) ™Not yet started trading
100%
0%
80%
70%
60%
50%
40%
30%
20%
10%
0%

All Unemployed Employed and Self- Loan Value less than
employed £5.5k

There are some slight variations by age: the main one being that the younger the loan recipient the more
likely they were to have reported that they had not yet started trading upon receipt of their loan.
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Outcomes and Impact:
Financial Year 2013/2014

Stage of Business Development in Least and Most-Deprived

Areas

Start Up Loans is supporting business startups in the UK’s most deprived communities: 84% of loan
recipients in the fifth most deprived local authorities in the UK report they start up their business after
drawing down a Start Up Loan.

Started trading " Already trading (less than 12 months) "Not started trading

100%
m
80%
70%
60%
50%
40%
30%
20%
10%
0%
Quintile 1 Quintile 2 Quintile 3 Quintile 4 Quintile 5
Least deprived Local Authorities Most Deprived

Most deprived equates to the fifth most deprived local authorities in each country
across the UK based upon ranked order (Index of Multiple Deprivation)

Factors Driving Startup Activities
Entrepreneurial ambition is a strong factor driving startup activity for Start Up Loan recipients:
approximately one half of all loan recipients report they wanted to become an entrepreneur.”

Entrepreneur " Self-employed
50%
40%
30%
20%
10%
0%
Quintile 1 Quintile 2 Quintile 3 Quintile 4 Quintile 5
Least deprived Local Authaorities Most Deprived

Most deprived equates to the fifth most deprived local authorities in each country
across the UK based upon ranked order (Index of Multiple Deprivation)

*Data only focuses on the two main factors (Entrepreneurial and Self Employment) driving startups.
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Outcomes and Impact:
Financial Year 2013/2014

Reglstratlon with HMRC for Self-Assessment and VAT by Stage

usiness Development
Over 80% of loan recipients with businesses that are currently trading have registered for Self-Assessment
and 46% for VAT. Loan recipients with businesses that have ceased to trade are less likely to report they
registered for Self-Assessment (53%) and VAT (43%). The median estimated turnover for businesses that
are currently trading was £23,000, whereas the median estimated turnover for businesses that have ceased
to trade was much lower at £5,000.

Self Assessment "VAT
90%

80%
£ median turnover
70% £23k £ median turnover
£20k
60%

50% £ median turnover
£

40%

30%

20%

10%

0%
Started trading Ceased trading Not yet started

Likelihood of Start Up Without the Start Up Loan

Overall, 46% of all loan recipients reported it was “highly unlikely”, or there was a “low likelihood”, and a
further 27% that there was a “medium likelihood”, that they would have started up in business without
the loan.

35%
30%
25%
20%
15%
10%

5% I

0%

(1-3) (4-6) (7-9) (10)
Startnotatall Low likelihood Medium High likelihood Would have
likely likelihood started
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Outcomes and Impact:
Financial Year 2013/2014

Likelihood of Startup Without Start Up Loan by Previous
Status

A higher proportion of loan recipients who were previously unemployed were “not at all likely” or had a “low
likelihood” of starting a business than their counterparts who were employed prior to applying to Start Up
Loans.

®Employed / Self-employed Unemployed
35%
30%
25%
20%
15%
10%
5%
0%
(1-3) (4-6) (7-9) (10)
Startnotatall Low likelihood Medium High likelihood Would have
likely likelihood started

Success Story

NAME:

COMPANY:
PRODUCT:

JOBS GENERATED:
TURNOVER:
LOCATION:
WEBSITE:
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Events 2013/2014

o May 2013: Women in Business

S Vince Cable, Secretary of State for Business and Start Up Loans
Chairman James Caan hosted an event celebrating women in business
with guests Kanya King, Shaa Wasmund and Sahar Hashemi.

September 2013: 10 Downing Street Event
The Start Up Loans Company took a selection of loan recipients to
10 Downing Street to meet Prime Minister David Cameron, who
announced additional budget for the scheme and the lifting of the
age cap.

November 2013: Global Entrepreneurship Week
To mark Global Entrepreneurship Week, Start Up Loans Chairman,
James Caan and Secretary of State for Business, Vince Cable

held a marketplace event with loan recipients at Impact Hub
Westminster to announce the 10,000th business backed.

March 2014: Scotland Launch

The scheme was extended to Scotland which was marked with a
launch event attended by Tim Sawyer, CEO of Start Up Loans, and the
scheme’s first Scottish loan recipient Sharon Shearer.

BUSINESSES f 125.416.386
SOFAR NONEY LERT

BUSINESSES
BACKED
PER DAY

AGE BREAKDOWN

58% UNEMPLOYED
33% BEFORE
9% APPLYING

18-30 31-49 50+
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