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SBA Now Limits PPP for Corporate Groups to $20 Million

The SBA issued a new Interim Final Rule yesterday, April 30, 2020, limiting PPP loans for corporate
groups to $20 million.

Key Highlights:

e Businesses that are part of a single corporate group cannot receive more than $20 million in PPP
loans in the aggregate.

e A non-bank lender or noninsured depository institution can be approved to be a lender if it has
originated, maintained, and/or serviced more than $50 million in business loans or other
commercial financial receivables during a 12 month period in the last 36 months.

e Certain community development financial institutions or majority minority-, women-, or
veteran/military-owned lenders can be approved to make PPP loans if it has originated,
maintained or serviced more than $10 million in business loans or other commercial financial
receivables during a 12 month period in the past 36 months.

PPP's guidance is that, in view of the limited resources available to the PPP program, businesses that are
part of a single corporate group shall, in no event, receive more than $20 million of PPP loans in the
aggregate. Businesses are part of a single corporate group if they are majority owned, directly or
indirectly, by a common parent. This limitation is immediately effective with respect to any loan that has
not yet been fully disbursed as of April 30, 2020. It is the responsibility of an applicant for a PPP loan to
notify the lender if the applicant has applied for or received loans in excess of this amount and to
withdraw or request cancellation of any pending PPP loan application or approved PPP loan not in
compliance with the limitations set forth in the Interim Final Rule. SBA's affiliation rules, relating to
eligibility for PPP loans, continue to apply this limitation independently.

In the first Interim Final Rule, SBA provided that a non-bank lender may be eligible to be a lender in the
PPP if it has originated, maintained, and served more than $50 million in business loans or other
commercial financial receivables during a 12 month period in the past 36 months, in addition to satisfying
certain requirements. In order to ensure broad and diverse lender participation, SBA and Treasury have
determined that such lenders may be approved to make PPP loans if the lender has performed the required
volume of any one of these three functions (originating, maintaining, or servicing).

SBA and Treasury have also determined that a non-bank lender meets the criteria to be a PPP lender if it
has originated, maintained, or serviced more than $10 million in business loans or other commercial
financial receivables during a 12 month period in the past 36 months if the non-bank lender is a (1)
community development financial institution, or (2) a majority minority-, women-, or veteran/military-
owned lender. Applicants meeting this threshold should leave blank the attestation on CARES Act
Section 1102 Lender Agreement or on SBA Form 3507 relating to the $50 million threshold. Instead,
such non-bank lenders should include with this application an attestation relating to the $10 million in
business loan origination.

See, Interim Final Rule, dated April 30, 2020: Interim Final Rule Document
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https://www.fraserstryker.com/wp-content/uploads/2020/04/FRASER-Interim_Final_Rule_-_SBA_10-Day_Disbursement_Requirement.pdf

Contact Us

Fraser Stryker's business
attorneys are here to help:

Mark L. Brasee Neil P. Hssler
mbrasee@fraserstryker.com nhassler@fraserstryker.com
(402) 978-5306 (402) 978-5374

This article has been prepared for general information purposes and (1) does not create or constitute an
attorney-client relationship, (2) is not intended as a solicitation, (3) is not intended to convey or
constitute legal advice, and (4) is not a substitute for obtaining legal advice from a qualified attorney.
Always seek professional counsel prior to taking action.
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