
COVID-19
Bounce Back Loan - Pay As You Grow facility
explained

Information about the Bounce Back Loan, Pay As You Grow facility is now available. This impacts UK smaller businesses that have taken out a
Covid-19 Bounce Back Loan to help manage their cashflow as a result of the pandemic. Businesses first began to receive Bounce Back Loans in
May 2020 and the first repayments will be due from May 2021 onwards. 

Since May 2020, the scheme has supported nearly £45bn of loans to 1.5m businesses. Businesses can apply for a loan from £2,000 up to 25% of
their business’ turnover, with a fixed interest rate of 2.5% for the duration of the loan, meaning all borrowers benefit from the same, affordable
rate of interest. The maximum loan amount is £50,000, and the Government will make a Business Interruption Payment (BIP) to cover the first
12 months of interest payments. The borrower does not have to make any repayments for the first 12 months.

Pay As You Grow - The Details
The Chancellor originally announced the launch of Pay As You Grow (PAYG) in September 2020, which gave businesses more flexibility on the
timescales to repay their Bounce Back Loans.

Flexible options include:
Request an extension of their loan term to 10 years from six years, at the same fixed interest rate of 2.5%.

Reduce their monthly repayments for six months by paying interest only. This option is available up to three times during the term of their
Bounce Back Loan.

Take a repayment holiday for up to six months. This option is available once during the term of their Bounce Back Loan.

Businesses can use these options individually or in combination, but remain responsible for repaying their Bounce Back Loan and fully liable
for the debt.

Recommended Action

UK Banks will start to communicate Pay As You Grow options to Bounce Back Loan Scheme borrowers three months before repayments are
due to commence. Lenders will inform their customers about PAYG directly, so borrowers should wait until they are contacted by their lender
before enquiring about the scheme. Lenders will advise customers about how their payment profiles may change according to their choices
under the scheme.

It is hoped that with many businesses still facing diminished cashflow due to the ongoing pandemic, the flexibility provided by Pay As You
Grow has a crucial role to play in providing firms that have received a Bounce Back Loan with much-needed space to manage their
repayments.

If you have a query about a Bounce Back Loan or Pay as You Grow, contact us today.
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