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Unitranche financing combines senior and subordinated debt into a single loan with a 
blended interest rate. P2Binvestor, a fintech small business lending company in Colorado, 
has a unique Bank Partnership Program that uses this hybrid loan structure to enable 
community banks to fund businesses that do not qualify for traditional financing. 
 
A shared-risk, shared-reward approach can be a valuable component of a community bank’s 
ABL or small business finance offering, helping to maintain existing relationships, build new 
ones, and grow C&I portfolios. 

In October 2017, P2Bi launched its Bank Partnership Program with New Resource Bank, a 
B Corp that serves mission driven businesses in its community. The program offers borrowers 
a unique financing model that pools bank and P2Bi investor capital together into single line 
of credit at a blended rate. In this unitranche model, the bank takes the senior debt position, 
receiving payment priority and collateral voting rights, and P2Bi’s crowd of investors provide 
the other portion of the loan as a junior participant. 

For borrowers, the appeal is clear: they build a relationship with a bank sooner, receive 
a lower APR, and benefit from a modern, tech-focused approach that enables simplified 
account management and other perks.  

Unitranche brings a number of advantages to P2Bi’s commercial bank partners, too, 
including building relationships with new clients and providing an easier way to manage the 
risk of existing clients that are experiencing financial difficulties, some of which are described 
in greater detail in the following pages.
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Fueling C&I Portfolio Growth

One of the most obvious benefits is that by sharing risk, a bank can finance high-growth 
companies that don’t yet meet the strict requirements for traditional bank financing.  
Both the bank and P2Bi can funnel prospective clients into the unitranche product, which 
gives borrowers a lower APR than other financing sources and helps it build a credit history 
with a bank. For the bank, unitranche loans can generate incremental growth 

immediately and provide a pipeline of customers that are on the path to qualifying for 
traditional bank financing. 

As P2Bi is a pure lender and does not offer treasury banking services, core to its partnership 
model is the effort to “graduate” businesses into traditional, bank-only financing as soon as 
they qualify.  

Better Special Asset Management

Another advantage of the loan structure, which is perhaps not so obvious, is its effectiveness 
as a special assets vehicle.  

A unitranche product may provide a bank a way to better manage and control the amount of 
higher risk or deteriorating credits in its loan portfolio, which are often managed in a bank’s 
Special Assets Group. With unitranche, the bank is able to move the problem asset off of its 
balance sheet and transfer the loan to P2Bi. P2Bi then originates a new, asset-backed loan to 
the borrower of which half is participated back to the bank.  

Unlike traditional bank loan underwriting based primarily on cash flow, this new loan 
is underwritten by P2Bi as an asset-based loan. In addition to the attendant collateral 
monitoring and control associated with an asset-based loan, the assets backing the loan 
are more thoroughly evaluated as a primary source of repayment. In the case of accounts 
receivable, P2Bi actually takes ownership of those assets with proceeds going directly into a 
P2Bi controlled account. 
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This structure benefits banks in many ways:

1. The second half of the loan is participated to P2Bi’s marketplace investors thereby 
decreasing the dollar amount of exposure to the bank in these higher risk credits.

2. The bank is protected by 2X collateral coverage and is in a “first out” position on its loan 
participation.

3. P2Bi’s lending platform provides increased control and real-time monitoring of accounts 
receivable and inventory based credits.

4. The bank can actively manage its exposure and adjust its outstandings accordingly as the 
collateral base of accounts receivable and inventory moves up and down over time.

Perhaps most importantly, the increased monitoring and collateral control, along with the 
increased collateral coverage provided to the bank’s loan participation, should allow for a 
more favorable risk grading of the new loan participation. Bank regulators would likely risk 
grade an otherwise weak loan one grade higher with the factors cited above being in place. 
A loan graded “Substandard” by the bank could therefore be graded “Special Mention” or 
better utilizing the unitranche loan participation structure. 

This upgrading of a credit means fewer dollars set aside in the bank’s Loan Loss Reserve for 
that credit, thereby freeing up bank capital.  

Generally, a Substandard loan would require a 10% loan loss allocation and a Special 
Mention loan might require a 4% loss allocation. For a $2 million loan graded Substandard, 
$200,000 would need to be allocated in the Loan Loss Reserve versus only $80,000 if that 
loan were upgraded to Special Mention. An increase in Substandard loans requires additional 
Loan Loss Provision expense thereby reducing the bank’s net income while a reduction 
in Substandard loans means less is required in the bank’s Loan Loss Reserve. Loan Loss 
Provision expense can therefore be reduced which results in greater net income for the bank.
 
The unitranche structure provides additional collateral coverage for the bank’s loan 
participation, which may also allow the bank to maintain interest accrual status for an 
otherwise weak loan. Without the additional collateral coverage, the loan may need to be 
placed on nonaccrual status thus reducing the bank’s interest income. 
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Contact Jeremy Putka,
Director of Partnerships at 

jputka@p2bi.com

Increase Depositors

A final valuable benefit of the unitranche structure is that it allows the bank to retain the 
customer and the customer’s depository relationship. Many of these customers may be 
experiencing temporary problems, which when corrected, would allow the bank to take back
the total loan relationship. Achieving a “round trip” from an underperforming bank loan to 
loan participation with P2Bi and back to a performing bank loan creates a path for a winning 
proposition for both the bank and its customer. It allows the bank to maintain long-term 
customer relationships, even during times when the customer is experiencing financial 
challenges. 

Unitranche is a unique product which can assist the bank not only in growing its loan 
portfolio, but also in managing portfolio risk, making it a valuable addition to the financial 
product arsenal of community banks.

To find our more about
P2Bi’s Bank Partnership

program, visit
www.p2bi.com/partnership

or
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