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PPP Frequently Asked Questions

QUESTION: What types of businesses and entities are eligible for a PPP loan?
Answer:

e Businesses and entities must have been in operation on February 15, 2020.

e Small business concerns, as well as any business concern, a 501(c) (3) nonprofit
organization, a 501(c) (19) veterans organization, or Tribal business concern
described in section 31(b)(2)(C) that has fewer than 500 employees, or the
applicable size standard in number of employees for the North American Industry
Classification System (NAICS) industry as provided by SBA, if higher.

¢ Individuals who operate a sole proprietorship or as an independent contractor and
eligible self-employed individuals.

¢ Any business concern that employs not more than 500 employees per physical
location of the business concern and that is assigned a NAICS code beginning with
72, for which the affiliation rules are waived.

o Affiliation rules are also waived for any business concern operating as a franchise
that is assigned a franchise identifier code by the Administration, and company that
receives funding through a Small Business Investment Company.

QUESTION: What types of non-profits are eligible?
Answer:

¢ In general, 501(c)(3) and 501(c)(19) non-profits with 500 employees or fewer as
most non-profit SBA size standards are based on revenue, not employee number.



QUESTION: What are affiliation rules?
Answer:

o Affiliation rules become important when SBA is deciding whether a business’s
affiliations preclude them from being considered “small.” Generally, affiliation exists
when one business controls or has the power to control another or when a third
party (or parties) controls or has the power to control both businesses.

QUESTION: How is the loan size determined?
Answer:

e Depending on your business’s situation, the loan size will be calculated in different
ways (see below). The maximum loan size is always $10 million.

¢ If you were in business February 15, 2019 — June 30, 2019: Your max loan is
equal to 250 percent of your average monthly payroll costs. If your business is a
seasonal employer, the max loan is equal to 250 percent of your average monthly
payroll costs from February 15, 2019 through June 30, 2019; you can also opt to
choose March 1, 2019 as your time period start date.

¢ If you were not in business between February 15, 2019 — June 30, 2019: Your
max loan is equal to 250 percent of your average monthly payroll costs between
January 1, 2020 and February 29, 2020.

¢ If you took out an Economic Injury Disaster Loan (EIDL) between February 15,
2020 and June 30, 2020 and you want to refinance that loan into a PPP loan, you
would add the outstanding loan amount to the payroll sum. A calculator link is
provided below:

e https://www.nav.com/cares-act-sba-loan-calculator/

QUESTION: What are the loan term, interest rate, and fees?
Answer:

e For any amounts not forgiven, the maximum term is 10 years, the maximum interest
rate is 4 percent, zero loan fees, zero prepayment fee (SBA will establish
application fees caps for lenders that charge).

QUESTION: What costs are eligible for payroll?
Answer:

¢ Compensation (salary, wage, commission, or similar compensation, payment of
cash tip or equivalent)

e Payment for vacation, parental, family, medical, or sick leave

¢ Allowance for dismissal or separation

e Payment required for the provisions of group health care benefits, including
insurance premiums

e Payment of any retirement benefit


https://urldefense.proofpoint.com/v2/url?u=http-3A__r20.rs6.net_tn.jsp-3Ff-3D001xQLRKJv04G-5FhdRVSF2h7fKNZ5GSHnYyd-2D1NQfVqSuimFTQqz0ED3cMeK5wEl7N5fqGyCi98kUddzRbKJ04QwI42k7q3zyKr1YSqgSglkl-2DoQ8riYY5hhrPUmnrCcfFlK6XCU8EKmMZpj6Q72GWieTZHI-5FJ-2D4v6qX5LrpNDmTN4FRXDjwhr9aiQ-3D-3D-26c-3DhiedY4C0aJlG-5FzOKJRN1NjyDjxAj04i2bi4HUahdIKiCQT29WyQacg-3D-3D-26ch-3DzomPmxePa-5FKIq6NHtDvCPDym9H5HttiofpKiXhVmMgVIqFx7pFH1fA-3D-3D&d=DwMFaQ&c=S4vs0LCp2JGKvqxyKfsbIA&r=g3AircBqkIBBnCVMt1OEzQs1EcIyTVb77ec5tpDmOj4&m=0mzY-Z4Jy0jXkcEQsjPlDcW18g7Ray4OedRa7cWGAA0&s=MGU-_g0IFt8b5EgHDngFYaOcTCl_wsR1kJYchpR4yPM&e=

Payment of State or local tax assessed on the compensation of employees

QUESTION: What costs are not eligible for payroll?

Answer:

Employee/owner compensation over $100,000

Taxes imposed or withheld under chapters 21, 22, and 24 of the IRS code
Compensation of employees whose principal place of residence is outside of the
uU.S.

Qualified sick and family leave for which a credit is allowed under sections 7001
and 7003 of the Families First Coronavirus Response Act

QUESTION: What are allowable uses of loan proceeds?

Answer:

Payroll costs (as noted above)

Costs related to the continuation of group health care benefits during periods of
paid sick, medical, or family leave, and insurance premiums

Employee salaries, commissions, or similar compensations (see exclusions above)
Payments of interest on any mortgage obligation (which shall not include any
prepayment of or payment of principal on a mortgage obligation)

Rent (including rent under a lease agreement)

Utilities

Interest on any other debt obligations that were incurred before the covered period

QUESTION: How is the forgiveness amount calculated?

Answer:

Forgiveness on a covered loan is equal to the sum of the following payroll costs
incurred during the covered 8 week period compared to the previous year or time
period, proportionate to maintaining employees and wages (excluding
compensation over $100,000):

Payroll costs plus any payment of interest on any covered mortgage obligation (not
including any prepayment or payment of principal on a covered mortgage
obligation) plus any payment on any covered rent obligation plus and any covered
utility payment.



QUESTION: How do | get forgiveness on my PPP loan?
Answer:

You must apply through your lender for forgiveness on your loan. In this application, you
must include:

¢ Documentation verifying the number of employees on payroll and pay rates,
including IRS payroll tax filings and State income, payroll and unemployment
insurance filings.

o Documentation verifying payments on covered mortgage obligations, lease
obligations, and utilities.

o Certification from a representative of your business or organization that is
authorized to certify that the documentation provided is true and that the amount
that is being forgiven was used in accordance with the program’s guidelines for use.

QUESTION: What happens after the forgiveness period?
Answer:

¢ Any loan amounts not forgiven are carried forward as an ongoing loan with max
terms of 10 years, at a maximum interest rate of 4%. Principal and interest will
continue to be deferred, for a total of 6 months to a year after disbursement of the
loan. The clock does not start again.

QUESTION: Can | get more than one PPP loan?
Answer:

¢ No, an entity is limited to one PPP loan. Each loan will be registered under a
Taxpayer Identification Number at SBA to prevent multiple loans to the same entity.

QUESTION: Where should | go to get a PPP loan from?
Answer:

e All current SBA 7(a) lenders are eligible lenders for PPP. The Department of
Treasury will also be in charge of authorizing new lenders, including non-bank
lenders, to help meet the needs of small business owners.



QUESTION: How does the PPP loan coordinate with SBA’s existing loans?
Answer:

e Borrowers may apply for PPP loans and other SBA financial assistance, including
Economic Injury Disaster Loans (EIDLs), 7(a) loans, 504 loans, and microloans,
and also receive investment capital from Small Business Investment Corporations
(SBICs). However, you cannot use your PPP loan for the same purpose as your
other SBA loan(s). For example, if you use your PPP to cover payroll for the 8-week
covered period, you cannot use a different SBA loan product for payroll for those
same costs in that period, although you could use it for payroll not during that period
or for different workers.

QUESTION: How does the PPP loan work with the temporary Emergency Economic
Injury Grants and the Small Business Debt Relief program?

Answer:

e Emergency Economic Injury Grant and Economic Injury Disaster Loan (EIDL)
recipients and those who receive loan payment relief through the Small Business
Debt Relief Program may apply for and take out a PPP loan as long as there is no
duplication in the uses of funds.

Economic Injury Disaster Loans (EIDL) & Emergency Economic Injury Grants

These grants provide an emergency advance of up to $10,000 to small businesses and
private non-profits harmed by COVID-19 within three days of applying for an SBA
Economic Injury Disaster Loan (EIDL). To access the advance, you first apply for an EIDL
and then request the advance. The advance does not need to be repaid under any
circumstance, and may be used to keep employees on payroll, to pay for sick leave,
meet increased production costs due to supply chain disruptions, or pay business
obligations, including debts, rent and mortgage payments.

EIDL Frequently Asked Questions

QUESTION: What is an EIDL and what is it used for?
Answer:

o EIDLs are lower interest loans of up to $2 million, with principal and interest
deferment at the Administrator’s discretion, that are available to pay for expenses
that could have been met had the disaster not occurred, including payroll and other
operating expenses.



QUESTION: Who is eligible for an EIDL?
Answer:
Those eligible are the following with 500 or fewer employees:

Sole proprietorships, with or without employees
Independent contractors

Cooperatives and employee owned businesses
Tribal small businesses

Small business concerns and small agricultural cooperatives that meet the applicable size
standard for SBA are also eligible, as well as most private non-profits of any size.

QUESTION: My private non-profit is not a 501(c)(3). Is it still eligible for an EIDL and
a grant?

Answer:

e Yes, if you are a private non-profit with an effective ruling letter from the IRS,
granting tax exemption under sections 501(c), (d), or (e) of the Internal Revenue
Code of 1954, or if you can provide satisfactory evidence from the State that the
non-revenue producing organization or entity is a non-profit one organized or doing
business under State law.

QUESTION: How long are Emergency Economic Injury Grants available?
Answer:

e January 31, 2020 — December 31, 2020. The grants are backdated to January 31,
2020 to allow those who have already applied for EIDLs to be eligible to also
receive a grant.

QUESTION: If | get an EIDL and/or an Emergency Economic Injury Grant, can | get a
PPP loan?

Answer:

o Whether you’ve already received an EIDL unrelated to COVID-19 or you receive a
COVID-19 related EIDL and/or Emergency Grant between January 31, 2020 and
June 30, 2020, you may also apply for a PPP loan. If you ultimately receive a PPP
loan or refinance an EIDL into a PPP loan, any advance amount received under the
Emergency Economic Injury Grant Program would be subtracted from the amount
forgiven in the PPP. However, you cannot use your EIDL for the same purpose as
your PPP loan. For example, if you use your EIDL to cover payroll for certain
workers in April, you cannot use PPP for payroll for those same workers in April,
although you could use it for payroll in March or for different workers in April.



Participation of Faith-Based Organizations in the Paycheck Protection Program
(PPP) and the Economic Injury Disaster Loan Program (EIDL)

Frequently Asked Questions

QUESTION: Are faith-based organizations, including houses of worship, eligible to
receive SBA loans under the PPP and EIDL programs?

Answer:

e Yes, and SBA additionally clarifies that faith-based organizations are eligible to receive
SBA loans regardless of whether they provide secular social services. That is, no
otherwise eligible organization will be disqualified from receiving a loan because of the
religious nature, religious identity, or religious speech of the organization. The
requirements in certain SBA regulations—13 C.F.R. §§ 120.110(k) and 123.301(g)—
impermissibly exclude some religious entities. Because those regulations bar the
participation of a class of potential recipients based solely on their religious status, SBA
will decline to enforce these subsections and will propose amendments to conform
those regulations to the Constitution. Although 13 C.F.R. § 120.110(a) states that
nonprofit entities are ineligible for SBA business loans (which includes the PPP
program), the CARES Act explicitly makes nonprofit entities eligible for the PPP
program and it does so without regard to whether nonprofit entities provide secular
social services.

QUESTION: Are there any limitations on how faith-based organizations can use the
PPP and EIDL loan money they receive?

Answer:

e Only the same limitations that apply to all other recipients of these loans (such as that
loan forgiveness will cover non-payroll costs only to a maximum of 25% of the total loan
to a recipient). The PPP and EIDL loan programs are neutral, generally applicable loan
programs that provide support for nonprofit organizations without regard to whether
they are religious or secular. The CARES Act has provided those program funds as part
of the efforts to respond to the economic dislocation threatened by the COVID-19 public
health emergency. Under these circumstances, the Establishment Clause does not
place any additional restrictions on how faith-based organizations may use the loan
proceeds received through either the PPP or the EIDL loan program. See, e.g.,
Religious Restrictions on Capital Financing for Historically Black Colleges and
Universities, 43 Op. O.L.C. __, *7-15 (Aug. 15, 2019); Authority of FEMA to Provide
Disaster Assistance to Seattle Hebrew Academy, 26 Op. O.L.C. 114, 122-32 (2002). In
addition, the CARES Act does not impose unique burdens or limitations on faith-based
organizations. In particular, loans under the program can be used to pay the salaries of
ministers and other staff engaged in the religious mission of institutions.



QUESTION: How will churches qualify if they have not been informed of tax-exempt
status by the IRS? Do organizations have to request and receive tax exempt status or
just meet the requirements of 501(c)(3) status to be eligible?

Answer:

e Churches (including temples, mosques, synagogues, and other houses of worship),
integrated auxiliaries of churches, and conventions or associations of churches qualify
for PPP and EIDL loans as long as they meet the requirements of Section 501(c)(3) of
the Internal Revenue Code, and all other PPP and EIDL requirements. Such
organizations are not required to apply to the IRS to receive tax-exempt status. See 26
U.S.C. § 508(c)(1)(A).

QUESTION: What legal requirements will be imposed on my organization as a result of
our receipt of this Federal financial assistance? Will those requirements cease to apply
when the loan is either repaid in full or forgiven?

Answer:

o Receipt of a loan through any SBA program constitutes Federal financial assistance
and carries with it the application of certain nondiscrimination obligations. Any legal
obligations that you incur through your receipt of this loan are not permanent, and once
the loan is paid or forgiven, those nondiscrimination obligations will no longer apply.

o Consistent with certain federal nondiscrimination laws, SBA regulations provide that the
recipient may not discriminate on the basis of race, color, religion, sex, handicap, age,
or national origin with regard to goods, services, or accommodations offered. 13 C.F.R.
§ 113.3(a). But SBA regulations also make clear that these nondiscrimination
requirements do not limit a faith-based entity’s autonomy with respect to membership or
employment decisions connected to its religious exercise. 13 CFR § 113.3-1(h). SBA
recognizes the various protections for religious freedom enshrined in the Constitution
and federal law that are not altered or waived by receipt of Federal financial assistance.
SBA therefore clarifies that its regulations apply with respect to goods, services, or
accommodations offered generally to the public by recipients of these loans, but not to
a faith-based organization’s ministry activities within its own faith community. For
example, SBA’s regulations will require a faith-based organization that operates a
restaurant or thrift store open to the public to serve the public without regard to the
protected traits listed above. But SBA’s regulations do not apply to limit a faith-based
organization’s ability to distribute food or clothing exclusively to its own members or co-
religionists. Indeed, SBA will not apply its nondiscrimination regulations in a way that
imposes substantial burdens on the religious exercise of faith-based loan recipients,
such as by applying those regulations to the performance of church ordinances,
sacraments, or religious practices, unless such application is the least restrictive means
of furthering a compelling governmental interest. Congress enacted the CARES Act to
afford swift and sweeping stopgap relief to Americans who might otherwise lose their
jobs or businesses because of the economic hardships wrought by the response to the
COVID-19 public health emergency, and SBA has a compelling interest in fulfilling that
mandate to provide assistance broadly.



