Rex Collins, CPA, CVA
Principal
Dealership Solutions
rcollins@hbkcpa.com
317-504-7900

Rex is a Principal of HBK CPAs & Consultants and directs
the firm’s Dealership Solutions. He has worked extensively
in the dealership industry since 1984 as a department
manager, a general manager and an owner, as well as
providing tax, accounting and operational consulting
services exclusively to dealers as an independent CPA. This
experience includes working closely with hundreds of
dealers from coast-to-coast since 1987 on creative tax
planning and financial statements issues. He provides
clients with a wide range of transaction work services and
consults for them in specialty areas such as operations,
government regulatory compliance, valuations and M&A
feasibility studies. Rex is active in many professional
associations. He is the current Chairman of the BDO
Dealership Industry Group, contributes articles and
commentary to dealership industry publications, is frequently
called upon to speak to industry associations and
conferences, provides expert testimony, and is regularly
quoted by industry and the general media.
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Amy M. Reynallt, MBA, COVID-19
Business Management Advocate &
SBA Loan Specialist.

Amy Reynallt, MBA
Manager
Manufacturing Solutions
areynallt@hbkcpa.com

Amy is a manager of HBK's
Manufacturing Solutions located in
the Youngstown, Ohio office. She
joined the firm in 2019, after
spending thirteen years in the
manufacturing industry. Amy has
experience navigating strategic and
financial matters associated with
manufacturing companies. She works
closely with these companies to help
them plan, execute, and meet their
short- and long-term goals.

Join HBK Dealership Solutions
Next week for another installment of our Third Thursday

Coronavirus Crisis
Webinar Series

October 15th 11:00 – 12:00 EDT
Registration link below
https://attendee.gotowebinar.com/register/6843990801617544717

Join HBK Dealership Solutions
In two weeks for our Third Thursday

Coronavirus Crisis
Webinar Series

October 22nd 11:00 – 12:00 EDT

Nothing is certain but change…
Things are changing on a frequent basis please contact us or check our website.
https://hbkcpa.com/covid

Hill, Barth & King, LLC (“HBK”) is a multidisciplinary financial services firm, offering the collective intelligence of hundreds of
professionals committed to delivering exceptional client service across a wide range of tax, accounting, audit, business advisory,
valuation, financial planning, wealth management and support services.
Copyright © 2020 Hill, Barth & King, LLC. All rights reserved.
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advice, and it must not be used as a basis for any decision or action that may affect you or your business. Please consult a qualified
business advisor before making any decision or taking any action that may affect your business. HBK shall not be responsible for
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IRS Focusing Enforcement Efforts on
Micro-captive Insurance Companies
Yes, this can impact you as a dealer.

And Changes of Ownership

PPP Loans & Changes of Ownership
What is a change of ownership:
• At least 20% of common stock or other ownership interest of a PPP
borrower (including a publicly traded entity) is sold or otherwise
transferred, whether in one or more transactions
•

All sales & other transfers occurring since the date of approval of the PPP loan must be aggregated
to determine whether the threshold is met.

• At least 50% of the assets (measured by fair market value),
whether in one or more transactions are sold or transferred
• A PPP borrower is merged with or into another entity

PPP Loans & Changes of Ownership
Borrower responsibilities:
• Performance of all obligations under the PPP loan
• Certifications made in connection with the PPP loan application,
including the certification of economic necessity
• Compliance with all other applicable PPP requirements
• Obtaining, preparing & retaining all required PPP forms and
supporting documentation, and providing to the PPP lender or SBA
upon request
For transaction:
• Notify the PPP lender in writing of the contemplated transaction
• Provide proposed agreements, etc.

Cases in which SBA prior approval is not required
If the PPP Note is fully satisfied…
There are no restrictions on a change of ownership if, prior to closing
the sale or transfer, the PPP borrower has:
a) Repaid the PPP Note in full; or
b) Completed the loan forgiveness process in accordance with the
PPP requirements and:
1. SBA has remitted funds to the PPP Lender in full
satisfaction of the PPP Note; or
2. The PPP borrower has repaid any remaining balance on
the PPP loan.

Cases in which SBA prior approval is not required
If the PPP Note is not fully satisfied…
If the PPP Note is not fully satisfied prior to closing the sale or transfer,
the following applies:
a. Cases in which SBA prior approval is not required.
If the following conditions are met for:
1. a change of ownership structured as a sale or other
transfer of common stock or other ownership interest or as
a merger; or
2. a change of ownership structured as an asset sale, the
PPP Lender may approve the change of ownership and
SBA’s prior approval is not required
The PPP Lender may approve the change of ownership and
SBA’s prior approval is not required.

Cases in which SBA prior approval is not required
i.

Change of ownership is structured as a sale or other
transfer of common stock or other ownership
interest or as a merger.
i.

An individual or entity may sell or otherwise transfer
common stock or other ownership interest in a PPP
borrower without the prior approval of SBA only if:
a) The sale or other transfer is of 50% or less of the common
stock or other ownership interest of the PPP borrower
b) The PPP borrower completes a forgiveness application
reflecting its use of all of the PPP loan proceeds and
submits it, together with any required supporting
documentation, to the PPP Lender, and an interestbearing escrow account controlled by the PPP Lender is
established with funds equal to the outstanding balance of
the PPP loan. After the forgiveness process (including any
appeal of SBA’s decision) is completed, the escrow funds
must be disbursed first to repay any remaining PPP loan
balance plus interest.

Cases in which SBA prior approval is not required
ii. Change of ownership is structured as an asset sale.
A PPP borrower may sell 50 percent or more of its assets without
the prior approval of SBA only if the PPP borrower completes a
forgiveness application reflecting its use of all of the PPP loan
proceeds and submits it, together with any required supporting
documentation, to the PPP Lender, and an interest-bearing escrow
account controlled by the PPP Lender is established with funds
equal to the outstanding balance of the PPP loan.

After the forgiveness process is completed, the escrow funds must
be disbursed first to repay any remaining PPP loan balance plus
interest. The PPP Lender must notify the appropriate SBA Loan
Servicing Center of the location of, and the amount of funds in, the
escrow account within 5 business days of completion of the
transaction.

Cases in which SBA prior approval is required
b. Cases in which SBA prior approval is required.
•
•

If a change of ownership of a PPP borrower does not meet specified
conditions, prior SBA approval of the change of ownership is required and the
PPP Lender may not unilaterally approve the change of ownership.
To obtain SBA’s prior approval of requests for changes of ownership, the PPP
Lender must submit the request to the appropriate SBA Loan Servicing Center,
including:
i.
the reason that the PPP borrower cannot fully satisfy the PPP Note as
described in paragraph #1 above or escrow funds as described in
paragraph #2.a above;
ii.
the details of the requested transaction;
iii.
a copy of the executed PPP Note;
iv.
any letter of intent and the purchase or sale agreement setting forth the
responsibilities of the PPP borrower, seller (if different from the PPP
borrower), and buyer;
v.
disclosure of whether the buyer has an existing PPP loan and, if so, the
SBA loan number; and
vi.
a list of all owners of 20 percent or more of the purchasing entity

Cases in which SBA prior approval is required
SBA approval of any change of ownership involving the
sale of 50 percent or more of the assets of a PPP
borrower will be conditioned on the purchasing entity
assuming all the PPP borrower’s obligations under the
PPP loan, including responsibility for compliance with the
PPP loan terms.
The purchase or sale agreement must include appropriate
language regarding the assumption of the PPP borrower’s
obligations by the purchasing person or entity, or a
separate assumption agreement must be submitted to
SBA.
SBA will review and provide a determination within 60
calendar days of receipt of a complete request.

Other Transfers
c. For all sales or other transfers of common
stock or other ownership interest or
mergers, whether or not the sale requires
SBA’s prior approval:
In the event of a sale or other transfer of common stock
or other ownership interest in the PPP borrower, or a
merger of the PPP borrower with or into another entity,
the PPP borrower (and, in the event of a merger of the
PPP borrower into another entity, the successor to the
PPP borrower) will remain subject to all obligations
under the PPP loan. In addition, if the new owner(s)
use PPP funds for unauthorized purposes, SBA will
have recourse against the owner(s) for the
unauthorized use.

Other Transfers
If any of the new owners or the successor arising from
such a transaction has a separate PPP loan, then,
following consummation of the transaction:
(1) in the case of a purchase or other transfer of common
stock or other ownership interest, the PPP borrower
and the new owner(s) are responsible for segregating
and delineating PPP funds and expenses and
providing documentation to demonstrate compliance
with PPP requirements by each PPP borrower, and
(2) in the case of a merger, the successor is responsible
for segregating and delineating PPP funds and
expenses and providing documentation to demonstrate
compliance with PPP requirements with respect to both
PPP loans.

Other Transfers
PPP Lender must notify the appropriate SBA Loan
Servicing Center, within 5 business days of completion of
the transaction, of the:
i.

identity of the new owner(s) of the common stock or
other ownership interest;
ii. new owner(s)’ ownership percentage(s);
iii. tax identification number(s) for any owner(s) holding
20 percent or more of the equity in the business; and
iv. location of, and the amount of funds in, the escrow
account under the control of the PPP Lender, if an
escrow account is required.

Interpretation

While all interpretation is subject to change, let’s discuss
how to apply this to some specific scenarios….

Other New Guidance
Question: The Paycheck Protection Program Flexibility Act of 2020 (Flexibility
Act) extended the deferral period for borrower payments of principal, interest,
and fees on all PPP loans to the date that SBA remits the borrower’s loan
forgiveness amount to the lender (or, if the borrower does not apply for loan
forgiveness, 10 months after the end of the borrower’s loan forgiveness
covered period). Previously, the deferral period could end after 6 months. Are
lenders and borrowers required to modify promissory notes used for PPP
loans to reflect the extended deferral period?
Answer: The extension of the deferral period under the Flexibility Act
automatically applies to all PPP loans. Lenders are required to give immediate
effect to the statutory extension and should notify borrowers of the change to
the deferral period. SBA does not require a formal modification to the
promissory note. A modification of a promissory note to reflect the required
statutory deferral period under the Flexibility Act will have no effect on the
SBA’s guarantee of a PPP loan.

Other New Guidance
• No 1099-C will be issued
• Does not change deductibility (or lack thereof)
of expenses
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Coronavirus Crisis
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Registration link to be provided.
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