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PPP 2.0
• Legislative Context
• Part of the Consolidated Appropriations Act, 2021
• Includes $900B in relief and stimulus related to the COVID-19 pandemic
• Plus $1.4T in on-going appropriations to fund the federal government through Sept. 2021

• Division N–Coronavirus Response and Relief Supplemental Appropriations Act, 2021 (the
“Act”)
• Title III –Continuing the Paycheck Protection Program and Other Small Business Support

• Passed by the House and the Senate, signed by the President on Dec 27th
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Eligibility
•

•

501(c)(3) & 501(c)(6) organizations, certain veterans’ organizations and small businesses that that existed before
February 15, 2020 and:
•

300 employees or fewer, or if applicable meet the “size standard” in SBA rules (SBA Affiliation Rules apply*)

•

Have used or will use the full amount of their first PPP loan; and

•

Demonstrate at least a 25% reduction in gross receipts in the first, second, or third quarter of 2020 relative to
the same quarter in 2019.**

The loan is for eligible expenses incurred between funding and end of the Covered Period.

• Eligible Expenses:

•

60% must be used for payroll costs to be eligible for forgiveness

•

40% may be used for eligible operating costs

•

The “covered period” for expenses begins the day the loan is funded, and is between 8 and 24 weeks thereafter.

•

The last day to apply for and receive a PPP loan is March 31, 2021.
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Eligibility
• Loans equal to 2.5 times the average monthly payroll cost in the one year prior to the loan or the calendar
year of 2019 up to $2 million. (3.5x for NAICS Class 72 Borrowers)
• Eligible payroll costs include compensation to all employees but cap compensation to an employee
compensated above $100,000.
• Loans are 100% guaranteed by the SBA with maximum terms of 5 years and 1% interest.
• Payments are deferred but will accrue interest during the deferral period.
• Loans are administered by an SBA approved bank, and all requirements for personal guarantees and
collateral will be waived. Smaller banks given preference.

• Entities that receive a grant under the Shuttered Venue Operator Grant program are ineligible.
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Eligible Expenses
• Payroll Costs
•

60% must be used for payroll costs to be eligible for forgiveness.

•

Payroll, group health insurance, retirement plan funding.

• Non-Payroll Costs
•

40% may be used for eligible operating costs.

•

Interest on mortgage, rent, and certain utilities (that existed before February 15, 2020).

• Additional eligible expenses:
• Covered operations expenditures. Includes the payment for any software, cloud computing, and
other human resources and accounting needs.
• Covered property damage costs. Costs related to property damage due to public disturbances that
occurred during 2020 that are not covered by insurance.
• Covered supplier costs. Expenditures to a supplier pursuant to a contract, purchase order, or
order for goods in effect prior to taking out the loan that are essential to the recipient’s operations
at the time at which the expenditure was made. Supplier costs of perishable goods can be made
before or during the life of the loan.
• Covered worker protection expenditure. Personal protective equipment and adaptive investments
to help a loan recipient comply with federal health and safety guidelines or any equivalent State
and local guidance related to COVID-19 during the period between March 1, 2020, and the end of
the national emergency declaration.
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501(c)(6) and DMOs
Originally excluded from PPP participation in the first round, the Act expands eligibility to receive a Paycheck
Protection Program loan to include the following organizations:
• 501(c)(6) organizations if:
• The organization does not receive more than 15 percent of receipts from lobbying;

• The lobbying activities do not comprise more than 15 percent of activities;
• The cost of lobbying activities of the organization did not exceed $1,000,000 during the most recent tax year that
ended prior to February 15, 2020 and
• The organization has 300 or fewer employees.

• Professional sports leagues or organizations with the purpose of promoting or participating in a political campaign or
other political activities are not eligible under this section.
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501(c)(6) and DMOs
Destination Marketing Organizations if:
• The organization does not receive more than 15 percent of receipts from
lobbying;

• The lobbying activities do not comprise more than 15 percent of activities;
• The organization has 300 or fewer employees; and
• That destination marketing organization a quasi-government entity, or a
political subdivision of a state or local government.
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MISC.
Loan forgiveness.
• The amount forgiven will be reduced proportionally by:
• Any reduction in full-time equivalent employees exceeding 25% from the date of loan origination
• Any reduction in wages or hours exceeding 25% from the date of loan origination
• The Act extends existing safe harbors on restoring FTE and salaries and wages:
• FTE Reduction Exceptions: (1) Unable to hire despite good faith efforts; (2) employee refuses
written offer to return; or (3) (a) terminations for cause, (b) voluntarily resigned, or (c)
voluntarily requested and received a reduction of their hours.
• FTE Reduction Safe Harbors

• The Borrower is able to document that it was unable to operate between February 15, 2020,
and the end of the Covered Period at the same level of business activity as before February
15, 2020, due to compliance with requirements established or guidance related to the
maintenance of standards for sanitation, social distancing, or any other worker or customer
safety requirement related to COVID-19.
• The Borrower restored its FTE employee levels.
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We’re in…now what!

• Confirm 25% reduction in revenue, my recommendation
would be Q3 of 2020 versus Q3 of 2019 for most DMO’s
• Notify your bank
• Confirm they are participating and timeline
• Inform them that you will be participating and want to
“get in line”

First steps

• If your bank isn’t participating, ask who they are partnering
with to service their clients
• Ask your Chamber if they know of local banks who will
accept applications from non-clients

Recommendation – if you have options, use a smaller,
regional bank

Lobbying
Calculations –
Lobbying
cannot exceed
15% of revenue
or expenses
(expenses
cannot exceed
$1 million)

• Use your 990 form from your tax year that ended prior to
February 15, 2020
Information needed:
• Revenue – total revenue is on Part VIII, Line 12
• Expenses – total expenses is on Part IX, Line 25
• Lobbying expenses – Schedule C, Part III-B line 2a (for current year)

• Calculations
• Lobbying expense less than $ 1 million, during the most recent tax
year ended prior to February 15, 2020
•

Lobbying expenses < $1,000,000

• Lobbying activities are less than 15% of organization’s activities
•

Lobbying Expenses/Total Expenses

• 15% of receipts from lobbying
•

Lobbying Expenses/Total Revenue

*There may changes to calculations based on
pending SBA regulations*

The
application

• Required Information (that might require research)
• NAICS Code – found on your 990, Part VIII, lines 2 and
11
• Purpose of loan – we recommend checking all boxes to
ensure widest use of funds.
• Employees – use your current number of FTE’s, not
your 2019 number of FTE’s
• Question 4 – did the applicant receive an EIDL
between January 31 – April 3, 2020? If yes, you must
provide a supplement with details of the loan.

EIDL + PPP

• If you received the EIDL between January 31 and April 3,
2020
• You can refinance your EIDL into the PPP (include it on
your application)
• This could make your EIDL forgivable if it was not used
for the same expenses as the PPP
• We recommend you talk to your lender, who already
has experience with this with first round PPP.

How do you
calculate your
PPP loan
amount?

• Run a payroll report, by employee, for all of 2019 (assuming that is
higher than 2020)
• Cap salaries at $100k per employee
• Other expenses to include (for all employees, even those making
over $100k):
• State payroll taxes
• Employee benefits – medical, group life, disability, vision
and/or dental insurance
• Retirement contributions
• Sick and Vacation Pay (normally this will show as total comp
in the payroll report, so don’t count it twice)
• Severance pay
• Total all expenses divide by 12 and multiply by 2.5, amount is
capped at $10 million for first time PPP borrowers
• If you received an EIDL between January 31 and April 3, 2020,
add that amount (the loan, not the advance) if you wish to
refinance that amount

The SBA application is very simple, however, your bank will likely require
additional information. Based on experience, you will need these
documents, at a minimum. It is likely that all 2020 tax forms will not be
available, gather what you do have available.
• Color copy of government issued ID (front and back)

Recommended
Documents

• Organizational Documents
• Articles of Incorporation / Bylaws
• Legal documents for your business (charter, state licenses)

• 2019 / 2020 IRS Form W-3
• 2019 / 2020 IRS Form 940
• 941 Quarterly Tax Filings (2019, 2020)
• 944 Annual Tax Filings (2019/2020)
• Payroll Register for the previous 12 months
• 12 months most recent bank statements
• W-2s for employees making over $100K

After the
application

• Plan how to spend the funds, covered period can be between 8
and 24 weeks.
• Potential that first time applicants, will be eligible for a second
draw (should funds be available) once the first proceeds are
exhausted.
• Plan to spend the funds as quickly as possible on allowable
expenses, to increases potential for PPP 2nd Draw:
• 60% must be for payroll
• 40% can be for:
• Rent
• Utilities
• Mortgage Interest
• Operations expenditures (broad definition)
• Property damage due to public disturbances
• Supplier Costs
• Worker Protection Expenditures
Recommend setting up a separate bank account for clean
accounting and audit of expenses

• Forgiveness will be reduced proportionally by any
reduction FTE’s versus what you reported on the
application

Forgiveness
Process

• Safe harbor exceptions (see Bryan’s slides)
• Be prepared to prove how funds were spent (payroll journals,
cancelled checks for operational expenses, contracts, etc.) to meet
60/40 requirement

• For loans under $150k
• Borrower signs and submits certification of no more
than one page with number of employees retained,
estimated total spent on payroll and total loan
amount. The simplified application form will be
released by January 20th.

Thank You!
Julie Hart, President
jhart@cfobydesigntx.com
To learn more about us and
our services:
www.cfobydesigntx.com
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