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BANKING & FINANCIAL SERVICES

PPP Round 2: Five takeaways
from local bankers on first day
of applications

The Paycheck Protection Program began in earnest this week for

businesses applying through banks, credit unions, fintechs and

other conventional lenders. The Philadelphia Business Journal

spoke to three bankers — one at a large bank and two at

community banks — to find out how the first 24 hours worked

for them and their customers seeking relief from the ravages of

the Covid-19 pandemic.

In general, the bankers seem positive about the level of demand,

improved technology from the U.S. Small Business

Administration and some of the changes to the program this go

around.

While PPP last year provided businesses with time to figure out

a way to survive the new normal, many see the current round as

a bridge to help them stay afloat until a vaccine can be widely

distributed and in the process re-open the economy. Here are

some of the biggest takeaways bankers had about day one:

Strong demand

M&T Bank started accepting loans Tuesday morning. Last time

around, Chad Palank, regional manager of business and

professional banking, said the Buffalo, New York-based bank

only accepted applications from existing customers. This time

around, it is opening its online portal to non-customers as well.

Palank said demand is not a robust as it was when PPP was first

launched last April 3. And they have reached out to borrowers
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who were not eligible the last time around such as 501(c)(3) and

501(c)(6) nonprofit organizations (professional associations and

chambers of commerce) to assess their needs and interests. At

the same time, borrowers seeking a second draw are only

eligible if they have less than 300 employees, compared to 500

last year. The maximum loan for those borrowers will be $2

million, down from $10 million. So some of the businesses that

received the bank’s largest loans last year are not able to apply

again. Palank said M&T is working with those entities to find

alternatives if necessary. He expects about 80% of applicants to

be those seeking a second draw.

Hamilton, New Jersey-based First Bank began taking inquiries

last week and started accepting applications through its portal

when the program opened to conventional banks on Tuesday.

“It’s been busier than I expected,” CEO Patrick Ryan said.

“We’re already at about 25% of the loan applications that we had

in the first round.”

First Bank completed 1,150 loans for $190 million in the first

two rounds last year. Ryan said the bank already has received

roughly 300 applications for $65 million.

A major change in this round of PPP is that borrowers seeking a

second draw are only eligible if they have less than 300

employees, compared to 500 last year. The maximum loan for

those borrowers will be $2 million, down from $10 million.
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For a smaller bank such as First Bank, that will not impact many

of its borrowers. Ryan said it only had six out of the

aforementioned 1,150 loans last year that were higher than $2

million.

Glenn Marshall, CEO of Exton’s First Resource Bank, said the

loan process opened to second draw borrowers Tuesday and first

draw applicants Wednesday. He expects to pick up a number of

new borrowers who were dissatisfied with their experience at a

larger bank last year. In the first 24 hours, First Resource

completed 40 loans for a combined $7 million. He said

businesses in the accommodation and food services sectors are

taking advantage of the special dispensation that allows them to

apply for a maximum loan amount for a second draw PPP loan

of 3.5 times their average monthly 2019 or 2020 payroll costs up

to $2 million. Other borrowers are only eligible for 2.5 times.

Bigger businesses get early edge

Bankers said businesses large enough to have internal staff or

outside legal and accounting help were ready to move faster in

submitting PPP applications last year than smaller businesses

that didn’t have either. Ryan expects that to be the case this time

around as well.

For example, he said First Bank’s average loan size started at

$300,000 in the early days of last year’s opening round but

wound up at $165,000 by the end. It is now at $260,000 after

the first day of the current round but he expects that number to

dip significantly as smaller businesses begin to submit

applications in the coming days and weeks.

Marshall said the average loans size will be smaller at First

Resource than last year’s $150,000, largely because the few

loans that it did last time that were larger than $2 million

skewed the bank’s average higher.
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Second draw applicants dominate early numbers

Most applications now are from businesses seeking a second

draw of PPP. Ryan said he believes that is partly due to the fact

that they are already familiar with the basic application process.

Another reason: Virtually all who didn’t qualify last year will not

qualify this time around.

Second draw applicants must prove that their business or

nonprofit experienced at least a 25% decline in revenue in any

quarter of 2020 compared to the same quarter of 2019. Bankers

believe that even many businesses that wound up turning in a

solid 2020 despite the pandemic still experienced 25% declines

in the second quarter of last year when state and local

governments ordered widespread economic shutdowns.

“There were some businesses that had decent years that you

might not think would qualify but they still had a bad second

quarter so they did,” Ryan said. “So I think the percentage of

businesses that qualify will be larger than originally thought.”

E-Tran replacement gets thumbs up

The SBA’s yet-to-be-named replacement for its E-Tran system

that was often overwhelmed when onboarding PPP loan

submissions from lenders last year has received high marks.

“I am so glad they realized they needed to do something with it,”

Marshall said. “They were using this old school SBA software

and that was creating the bottleneck. It was so painful for every

bank. We had people doing loans at 3 a.m. because that’s the

only time the software worked with the lower volume at that

time of the day. We won’t have to have people working 24 hours

to get the applications in.”
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Ryan said First Bank has already submitted about 55 of the 300

applications it has received and reported no kinks. His larger

concern is how long it will take SBA personnel to turn around

the loan requests once they receive them.

“I hoped it would be smoother and it has been,” Ryan said.

Smaller banks switch from manual to online

Last year, Ryan said First Bank accepted PPP loans manually, 

which required a large number of employees to transfer over. 

But now many smaller banks like his have developed their own 

online portals to accept applications for the current round. First 

Bank started to use the portal for the forgiveness stage of last 

year’s PPP and simply tweaked it to accept loan applications this 

year.

“The good thing is that last year, we had assigned each borrower 

with a banker to guide them through the process,” Ryan said.

“So those businesses already have a contact here if they want a 

second draw and we don’t need to assign someone to them.”

First Resource also developed its own portal after accepting 

applications manually last time around.

The larger M&T is using the same online portal it did last year. 

Palank said it has been helpful to have more lead time in 

between receiving the rules for PPP and actually going live with 

the program. Last year, the SBA handed out the rules for the 

program just hours before it went live. This time around, those

rules came out on Jan. 8 with banks not really eligible to begin 

until 10 days later. Last week was dedicated to CDFI lenders in 

an effort to give a head start to minority-owned and micro 

businesses.




