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April 23, 2020

New Guidance by SBA on PPP Loans

On April 23, 2020, the U.S. Small Business Administration (SBA) issued new guidance with an aim of

increasing the chances that small businesses receive the next round of PPP loans.

The revised SBA "Frequently Asked Questions" focuses on the borrower's certification as to the

"necessity of the loan request."

Before submitting a PPP application, all borrowers must carefully review their required certification that

“[c]urrent economic uncertainty makes this loan request necessary to support the ongoing operations of

the Applicant.”

According to the SBA, borrowers must make this certification "in good faith", “taking into account their

current business activity and their ability to access other sources of liquidity sufficient to support their

ongoing operations in a manner that is not significantly detrimental to the business.” [Emphasis added].

The SBA stated, by way of example, that it is unlikely that a public company with substantial market

value and access to capital markets will be able to make the required certification in good faith.

Any borrower that applied for a PPP loan prior to the issuance of the April 23rd guidance and repays

the loan in full by May 7, 2020 will be deemed by the SBA to have made the required certification in

good faith. All other borrowers should be prepared to demonstrate that their certification as to necessity

was made in good faith. However, the SBA FAQ does not provide guidance as to what is necessary in

order to make such a demonstration.

* * *

About Pavia & Harcourt LLP

Established in 1951, Pavia & Harcourt LLP is a business law firm concentrating in international
commercial and corporate transactions, banking, media and entertainment, real estate, litigation and
arbitration, intellectual property, estate planning and administration, and matrimonial law. We are
based in New York City.
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Contacting Pavia & Harcourt LLP

Questions regarding matters discussed in this publication may be directed to the author, to any other Pavia &

Harcourt lawyer with whom you may have consulted previously, or to any of the following members of the

litigation department:

Robert D. Tolz
+1 (212) 508-2371
rtolz@pavialaw.com

Nicolo’ Majnoni
+1 (212) 508-2311
nmajnoni@pavialaw.com

This publication by Pavia & Harcourt LLP is for information purposes only. It does not constitute legal or other
professional advice or opinions on specific facts or matters, nor does its distribution establish an attorney-client
relationship. This material may constitute Attorney Advertising as defined by the New York Court Rules. As required by
New York law, we hereby advise you that prior results do not guarantee a similar outcome.


