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Today’s Agenda
• Introductions
• PPP Loan Forgiveness Updates
• Questions
• Current SBA Lending Environment Updates and Programs
• Questions
• Closing Remarks
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PPP & EIDL Numbers
• 5.2 million PPP loans for $525 billion as of 10/19/20
• 10‐ month payment deferral after the end of your covered period‐ 8 or 24 weeks
• Currently that would be October 2021…. This is subject to change

• 3.6 million of Economic Injury Disaster Loans (EIDL) for $192 billion
• 1‐ year payment deferral after receipt of funds
• 30‐year repayment at a very low rate; mostly unsecured.

• 129,300 PPP loans, totaling $12.29 billion approved in North Carolina
• 90,000 EIDL’s, totaling $4.25 billion approved in North Carolina

PPP Loan Approvals By Lender Size

PPP Basic Loan Details
• Joint Program with the SBA and US Treasury
• Paycheck Protection Program closed August 8, 2020
• PPP loans have an interest rate of 1%.
• Loans issued prior to June 5 have a maturity of 2 years. Loans issued after June 5 have a maturity of 5 years.
• Loan payments will be deferred for borrowers who apply for loan forgiveness until SBA remits the borrower's loan
forgiveness amount to the lender. If a borrower does not apply for loan forgiveness, payments are deferred 10
months after the end of the covered period for the borrower’s loan forgiveness (either 8 weeks or 24 weeks).
• Proceeds for forgiveness equals 60% spent towards payroll cost and 40% towards other expenses, such as rent,
lease payments and mortgage interest.
• No collateral or personal guarantees are required.
• No Loan Origination Fees for the borrower on PPP loans.
• SBA has up to 90 days to process the application once submitted by the lender.
• SBA has resource partners throughout NC‐ SBTD, SCORE Chapters, 4‐ small businesswomen centers, veterans’
business outreach center, partnership with 58 community colleges across the state.

Keys to Forgiveness of PPP Loans
• SBA is NOT in a game of “Gotcha”. Their intent is to forgive the loans and to follow
the CARES Act, which is funded by taxpayer dollars.
• In addition, to go after anyone who has committed fraud.

• First and foremost‐ Work directly and very closely with the lending institution who
issued the PPP loan, as they will be closely monitoring all updates from the SBA.
• Each lending institution will have their own process and procedures for the forgiveness
process.
• Pay close attention to the updates provided by your lending institution.
• The Lending Institutions are the ones completing the actual loan forgiveness process
with the SBA, so the lender, along with the borrower, equally have a vested interest in
getting it right.

Possible Stimulus Changes/Appropriations
• These are just talking points…nothing has been approved by Congress as of today
• Highlights from the HEROS Act Passed by the House in the proposed $2.2M stimulus package.
• Extend PPP lending authorization through December 31, 2020
• Streamlined forgiveness: create a 3‐ tier system to allow for simplified forgiveness for loans under $150,000
• Less than or equal to $50,000: Borrower certifies they have met the program requirements; no documentation is required, and
borrower must retain records.

• 3508S Application should be applicable to 68% of the PPP loan applications
• Greater than $50,000 and Less than or equal to $150,000: Borrower submits a one‐page simplified form, no documentation is
required, and borrower must retain records:
• Over $150,000; Governed by the current process.

• Expands list of allowable uses of proceeds and forgiveness to include PPE and supplier costs
• Provides reinstatement or reapplication authority for small business borrowers to reapply for a new PPP loan in the event the
borrower repaid or cancelled a previously approved loan, provided they meet program requirements
• Provides authority for a PPP small business borrower to request an increase to the loan amount in the event the borrower reduced
the loan amount, provided it meets the requirements of the program

Summary: 3508 vs. 3508EZ vs. 3508S
• Relies on borrower certification.
• The 3508S form is only for borrowers with PPP loans of $50,000 or less. If your PPP loan was for
more than $50K, you’ll have to use either the regular 3508 form or the 3508EZ form.
• The 3508EZ form was conceived as a way for businesses with PPP loans of over $50K to reduce
the amount of paperwork required to apply for forgiveness.
• However, only certain businesses are eligible to use the simplified form. While anyone who is self‐
employed, an independent contractor, or a sole proprietor who had no employees when they
applied for a PPP loan is eligible to use the EZ form, it gets more complicated from there.

• If you reduced employees’ pay by more than 25%, use the regular 3508 form. If
you didn’t reduce the pay of your employees by more than 25% and can meet one of two other
conditions (you didn’t cut any FTE employees, or you couldn’t operate your business at the
same level as you had back on Feb. 15, 2020, due to federal COVID‐19‐related restrictions), you
can use the simplified 3508EZ form.

Important Items to Know about 3509 &
3510 questionnaire
• Every loan of $2 million or more will be audited and audits will begin late in the year
• Some loans under $2 million may be audited on a one‐on‐one basis
• The goal of the audit is to determine if the borrower truly needed the loan.
• Process (subject to change):
• Begins with a questionnaire (still being finalized, expected to be made available after Nov 25th)
• Questionnaire asks about revenue comparisons in Q2 2019 and 2020, government mandated closures,
voluntary shutdowns, etc.
• Questionnaire will come to your financial institution who is then required to get the document to the borrower
• Borrower has 10 business days to complete and submit with required documentation
• The financial institution has 5 business days to send to the SBA

• If found to have not certified in good faith, borrower will likely be required to pay back the
loan, possibly be fined and other repercussions (implications have not been finalized/made
public)

PPP and Change of Ownership Transactions
• Asset & Stock Purchases with existing non‐forgiven PPP loans on the books
• Bottom Line
• For PPP loans, important to remember entity is sole obligor‐
• No collateral
• No personal guarantees

• So, it is essential that the SBA know the ownership of the business so that it knows
where responsibility for repayment of debt will lie.
• Risks in a change of ownership are‐
• Potential inability of lender/SBA to get forgiveness application filed and/or to get repayment of
any balance remaining after forgiveness
• Impairment of government right to pursue civil or criminal penalties for fraud against original
loan applicant and individual making certifications on behalf of that applicant

Helpful SBA Email Addresses for PPP Loans
• PPP Forgiveness: PPPForgivenessRequests@sba.gov
• PPP Forgiveness Platform: help@ussbaforgiveness.com
• Disaster (EIDL loans or advance/grants):
• DisasterCustomerService@sba.gov

• Suspicious EIDL loan issue:
• eidl.ach.inquiries@sba.gov
• PDC.SuspEidl.Fraud@sba.gov

PPP Loan Final Points
• 3,500 to 3,700 New Lenders were signed up in the early stages of the PPP. Traditionally, the SBA had less than 2,000 SBA lenders
nationwide authorized to make SBA loans. This was a huge and daunting task.
• SBA fielded over 12,000 calls a day in the early stages of the Paycheck Protection Program;
• SBA traditionally had 2‐3 Trade Associations, with NAGGL.org being the primary source for the most current and reliable
information. Now, the SBA program has 18 trade associations.
• SBA is somewhat is the early stages of the PPP Loan Forgiveness Process.
• Process has been slow to start, but they have hired over 1,000 temporary employees to assist with the volume.
• They expect the pace to pick up in the coming weeks.
• The recent 3508S PPP Loan Forgiveness Application should apply to 68% of the PPP applications taken loans originating at
$50,000 or less)
• NO‐ You can’t pay down your application to $50,000, then submit for forgiveness. It’s the original PPP loan amount.

• PPP Loans $2M or greater (including affiliated companies) you can expect a full audit of those loans and the need
for them.
• The SBA’s most recent PPP FAQ’s as of October 13, 2020 can be found here.
• https://www.sba.gov/document/support‐frequently‐asked‐questions‐ppp‐loan‐forgiveness

• Is it better to wait for additional guidance or changes to the forgiveness process?

PPP & EIDL Related Questions:

Current Lending Environment

Adverse Change As Defined by SBA
SBA Procedural Notice‐ 5000‐20011; Effective 3/26/2020
Why?‐ State COVID‐19 mandates‐ Restrict Small Businesses
• If the borrower is fully operational, the Lender must work with the small business concern to verify that the
impacted small business concern has a plan to remedy the adverse change, as demonstrated by, among other
things, cash flow projections and proforma financial statements, and which may include the effect of any future
deferment. The Lender must document in the loan file the Lender’s rationale for disbursing or continuing to disburse
the loan.
• Ex.‐ Rent Replacement loan to purchase real estate instead of leasing

• If the borrower is partially operational, the Lender must determine if the adverse change since the date of
application or of the last disbursement cannot be remedied and is significant enough to warrant withholding or not
making additional disbursements as set forth in SOP 50 10 5(K), Subpart B, Ch. 7, Para. IV. If not, the Lender must
follow the steps for a fully operational business above.
• Ex.‐ Loan is currently under construction or in draw down period or was closed prior to COVID‐19 in Mid March

• If the borrower is not operational, no disbursement should be made until the borrower begins operating again.
• Ex.‐ Borrower inquiring about a start‐up restaurant

How SBA Can Help
• Owner‐Occupied Commercial Real Estate Purchases with added Cost
• Ground up construction, renovations & expansions
• Creative, Blended Use Loan Terms
• Lower Down Payments than Conventional Terms

• Business Acquisitions/Partner Buyouts
• 0% down in some partner buyout situations
• 10% minimum injection required by SBA

• Equipment Purchases
• Expansion/Leasehold Buildouts
• Debt Refinances‐ When Eligible (balloon notes are typically always eligible)
• Franchise Businesses

When Guarantee is Required
• Lending to owner‐operated for‐profit companies
• Commercial & Industry Loans ($150M ‐ $5MM)
• OOCRE ≤ $12+MM

• Collateral shortfalls or specialized collateral
• Unsecured Lending or Special Use Real Estate

• Expansions requiring projected cash flow
• Needs a longer term to improve cash flow
• Needs a lower equity injection to preserve working capital
Credit Enhancement not a Credit Shield
This is not a place for borrowers with poor credit or operating history

SBA 7(a) Loan Program
• Term Loan Amounts: Up to $5,000,000 (75% guarantee program)
• SBA Express (lines of credit) fall under this Program (PPP Loans did as well…as a delivery mechanism)
• Loan Amounts up to $1MM until 12/31/20 (increased under CARES ACT)
• Standard max is $350,000 (50% guarantee)
• Equity Requirement: as low as 0% in some cases; typically 10% down.
• Guaranteed %:
o 85% Loans $25,000 ‐ $150,000; 90% for International Trade Loans
o 75% Loans > $150,000
• Term Loans:
o ≤ 25 Years ‐ Owner Occupied Commercial Real Estate
o ≤ 10 Years – Change of Ownerships, Goodwill, Equipment, Tenant Improvements, etc.
• No calls, balloons etc.‐ fully amortizing, no loan covenants.
• HEROS Act Passed by House (NOT approved, but will be crucial to assist small businesses going into 2021)
• Increase 7(a) loan guarantee to 90% through 9/30/21 (helps bank make credit decisions with higher guarantee)
• Increase SBA Express to $500k as of 1/1/21 to 9/30/21; then back to $350,000 after 9/30/21; increase guarantee from 50% to 75%.
• Lender and borrower fee waivers (up‐front guaranty) for 7(a) loans through 9/30/21. Ex. Guarantee fee is $26,250 on a $1MM loan.

SBA 504 – Fixed Asset Financing
• Use of Proceeds: Owner occupied commercial real
estate or large capital equipment. Construction and
Existing Real Estate
• Term Loans Amounts:
• Total Project Costs‐ $10,000,000
• Typical Structure:
o 1st Mortgage(BANK)
o 2nd Mortgage(SBA)
o Borrower’s Equity
o Total Project Costs
100%

$5,000,000 ‐ 50%
$4,000,000 – 40%
$1,000,000 – 10%
$10,000,000 –

• Loan Terms:
o 1st Mortgage(BANK) Up to 10‐year maturity/20‐
25‐year amortization
o 2nd Mortgage(SBA) 25 years term/20‐25‐year
amortization
• Rates:
o 1st mortgage conventional bank rate options
o 2nd mortgage fixed for 20‐25 years
o Current rates in the 2.50% range.

• Advantages:
o Bank wins with 50% LTV on real estate; SBA in 2nd line position
o Borrower receives a low fixed rate for life of SBA portion of
loan.

• HEROS Act would also carry some benefits for the
504‐lending program.

Primary SBA Lending Programs
SBA Loan
Program

Maximum
Loan
Amount

Guaranty Percentage

7(a)

$5,000,000

75%

Express

$350,000

50%

Quick Reference Guide ‐ SBA Loan Programs
Use of Proceeds
Maturity
Guaranty Fees

CRE Purchase
Equipment Purchase
Debt Refinance
Working Capital
Leasehold Improvements
Inventory Purchase
Expansions
Franchise
Business Acquisitions
Partner Buy‐outs

Real Estate = Term/Am 25 Years
All Others = Term/Am 10 Years

Working Capital

Maximum Draw Period = 5 Years
Minimum Repayment = 5 Years

The SBA Guaranty Fee is based on
the amount of the Guaranteed
Portion of the Loan only and is
paid directly to the SBA.
$150,000 ‐ $700,000 = 3.0%
$700,001 ‐ $1,000,000 = 3.5%
$1,000,000 ‐ $5,000,000 = 3.75%
All Fees may be rolled into loan.
3% of Guaranteed Portion

Maximum Term = 10 Years
(Repayment period must match
or exceed draw period)

504

$12,500,000

Lender = 50% of Total Project (no guaranty) Long‐Term Fixed Assets
CDC/SBA = 40% of Total Project
Lender is secured by 1st position
Client = 10% of Total Project
on assets financed.
CDC/SBA in 2nd position.
New construction or special‐purpose
property requires injection to increase to
15% or 20%.

Lender would follow internal
guidance on
term/maturity/amortization.
CDC/SBA provides 10, 20 or 25
year fully‐amortizing, low fixed
rate loan.

0.5% CDC/SBA Participation Fee
PNFP may collect an additional
origination fee

Qualifiers

Client Benefits

For Profit Business
Good Character
Good Credit
Sufficient Management
Experience
Ability to repay loan from
operations
Must Qualify as a Small Business
Owners = Citizen or Permanent
Resident

Longer Term
No Balloons
No Covenants
Lower Equity Injection
No Prepayment Fee < 15 yr. term

For Profit Business
Good Character
Good Credit
Sufficient Management
Experience
Ability to repay loan from
ti
For Profit Business
Good Character
Good Credit
Sufficient Management
Experience
Ability to repay loan from
operations
Must Qualify as a Small Business

Longer Draw Period
Easy‐to‐Use

Lower Equity Injection
Requirements
Equity Injection may be borrowed
from separate non‐SBA loan
CDC/SBA Portion:
No Balloons
Long‐term, low fixed rate

Final Questions

Contact Information
Stan Lamb
Senior Vice President
Pinnacle Financial Advisors
15025 Ballancroft Parkway
Charlotte, NC 28277
Office: (980) 359‐1153
Cell: (803) 984‐4121
stan.lamb@PNFP.com

Nikki Brown
Senior Vice President
Pinnacle Financial Advisors
Charlotte Refinery
1213 West Morehead Street, Suite 400
Charlotte, NC 28208
Office: (980) 666‐4381
Cell: (704)‐692‐3793
nikki.brown@PNFP.com
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