Appendix F — COVID-19 impacts

Through recent reporting on the GPF projects, it is apparent that there are a number
of high-level risks which will have an impact across the GPF programme. The key
overarching risks highlighted are:

The effect of social distancing measures on construction practices —
these measures are resulting in extended construction periods and unknown
delays to the completion of projects, which in turn will have an impact on the
ability of the scheme promoter to repay the GPF funding in line with the
agreed repayment schedule.

The impact on the property sales and rental market — a number of projects
are dependent upon the sale or rental of properties delivered using the GPF
funding, in order to meet the agreed repayment schedules. At this stage, the
impact on the property market is not known meaning that a number of risks
have been identified including realisation of project benefits, project delivery
and repayment of the GPF loan.

Income from commercial tenants — GPF funding is often used to support
the development of commercial workspace, which is then rented to
businesses to generate the income required to repay the GPF loan. Due to
the impacts of COVID-19, scheme promoters of this type of project have
expressed a desire to support their commercial tenants during this period.
This support is often in the form of rent deferrals or rent holidays. Whilst this
support increases the likelihood of their tenants being able to survive the
current period of uncertainty, it places significant pressures on the cash flow
of the scheme promoters as they see a drop in rental income. There is also a
risk that, despite the support offered, businesses will not survive leading to
further losses in service charge income and an increase in business rates
payable on empty commercial space. Whilst the Government are encouraging
landlords to be flexible during this period, there is currently no support being
offered to landlords to help mitigate the impact on their cash flow position thus
raising a significant risk to the repayment of the GPF funding.



