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Today’s Agenda

Extension and Continuation of Original PPP

Terms of Second Round or Draw PPP Loans

Availability of Employee Retention Tax Credits

Update on FFCRA

Tax Treatment of First Round PPP Loans
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Original PPP Loan Provisions

• March and April 2020 combined appropriation of $669B

• Not fully utilized

• Applied to businesses with 500 or fewer employees

• Maximum loan amount equal to lesser of 2.5X average monthly payroll expense or $10.0M

• Needed to apply by 8/8/2020

• 60/40 cost allocation model between payroll and non-payroll related expenses

• Uncertainty over tax treatment of loan forgiveness
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Extension of Original PPP Loan Program

• Extension to March 31, 2021

• Applies to those who did not apply in round one

• Must have 500 or fewer employees

• Loan cap of lesser of 2.5X or $10.0M

• Loan forgiveness provisions still available

• Clarification of tax treatment of allowable expenses paid with PPP loan proceeds

Tax Treatment of Expenses Paid Through First Round of PPP Loans

CARES Act stipulated that 
forgivable loans would not 
be treated as taxable 
income.

The Act was silent as to 
the tax treatment of 
allowable expenses.

The IRS had released a 
notice indicating the 
expenses paid with PPP 
loan proceeds would not 
be deductible.

The new law reverses the 
IRS decision and clarifies 
that allowable expenses 
paid with PPP loan 
proceeds would be 
deductible. In addition, 
loan forgiveness amounts 
would not be treated as 
taxable income.
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Second Round or “Draw” PPP Loans

Eligible Persons/Entities: Minimum of 1 Employee: Sole Proprietor or Independent 
Contractor Counts as 1

• Businesses

• Certain non-profit organizations

• Self-employed individuals

• Sole proprietors

• Independent Contractors

Small Borrower Provisions for Second Draw Loans:
• Defined as loans less than $150,000

• Expedited loan application and certification process

• Simplified loan forgiveness eliminates need for submission of additional documentation
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Second Round or “Draw” PPP Loans

Note: The SBA has just published guidance governing second round funding opportunities

• Need to demonstrate at least a 25% decline in revenue in at least one of the first three quarters in 2020 as
compared with the same quarter in 2019

• Must have or will use 100% of original PPP loan on allowable expenses to be eligible for second draw

• Applies to businesses with 300 or fewer employees

• Maximum loan amount: Lower of 2.5X average monthly payroll or $2.0M except for businesses assigned a
NAICS business code 72 in which case the loan limit is the lesser of 3.5X or $2.0M

• Expanded list of qualified or allowable expenses (beyond payroll, rent, and utilities as set forth in the CARES Act)
to include covered supplier costs, software, and cloud computing expenses, as well as worker
protection expenses

• Loan forgiveness consideration:
i. Loan forgiveness still available
ii. Loan proceeds must be spent at least 60% on payroll related expenses

Second Round or “Draw” PPP Loans

• New appropriation of $284.5B (including $35B for first time borrowers)

• Can apply effective 1/13/21 up until 3/31/21

• Initial qualifying lenders limited to “Community Financial Institutions” (CFIs)

• Will reopen to other lenders “shortly thereafter”

• Applications available on SBA website (and BSM Resource Center) along with a link to matching CFIs

• Same general loan terms as first draw loans
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Employee Retention Tax Credits

Original Law

• 50% of “qualified wages”

• Plus, cost of health insurance

• Credit cap of $5k (50% of $10k in
annual “qualified wages”)

• Special rules for employers with
greater or less than 100 employees

New Law

• Retained 50% and $5K cap for 2020

• In 2021, 70% of $10K and $14K
max credit per employee

• Credit cap of $7k in each of the first
and second calendar quarters of
2021 ($10k/quarter in “qualified
wages” x 70%)

• 2021 opportunity is in addition to
2020 credit

Eligibility Requirements

Original Law

Business that are either partially or 
fully suspended by COVID-19 
lockdown orders

OR

For any quarter in 2020, if gross 
receipts are less than 50% of gross 
receipts in the same quarter in 2019

New Law

Business that are either partially or 
fully suspended by COVID-19 
lockdown orders

OR

For a quarter in 2020 if gross receipts 
are less than 80% of gross receipts for 
the same quarter in 2019. Eligibility 
ends in a ‘20 quarter when gross 
receipts greater than 80% threshold
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Eligibility Requirements

Original Law

A company that received a PPP loan 
was not eligible for the employee 
retention tax credits.

New Law

A company that receives a PPP loan is no longer 
prohibited from claiming the employee retention 
tax credit however the credit cannot be claimed 
for wages paid with PPP loan proceeds that have 
been forgiven. Change retroactive to wages paid 
after 3/12/2020.

As such, companies that paid “qualified wages” in 
excess of wages paid that were paid and forgiven 
and are otherwise eligible to receive the tax 
credits should be able to file an amended payroll 
tax return (Form 941X) to claim the credit. The 
credit will come in the form of a reduction of 
future employer payroll tax obligations. 

Note: You should review your situation with your accountant and payroll processing company. 

Advanced Payment Opportunity

Original Law

No provision to monetize before 
quarterly wages paid. 

New Law

Treasury to provide guidance to allow 
advance payment of the credit for 
companies w/500 or fewer employees 
based on 70% of average quarterly 
payroll for the same quarter in 2019. 
Payback required if the advance 
payment turns out to be greater than 
the eligible credit. 
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Claiming the Tax Credit

Original Law

Use of Payroll Tax Return (Form 941) 

New Law

Same except if claiming the credit for 
2020 may need to file an amended 
payroll tax return (941X)

Be sure to consult with your tax 
advisor and payroll servicing company 
in this regard

Update on FFCRA

Expired on 12/31/2020

The new law does not extend the paid sick and FMLA 
benefits

It does however extend until 3/31/2021 the opportunity to 
receive tax credits for qualified wages paid under the Act

No renewal of benefit payments if one was paid the 
maximum allowable benefits in 2020

Families First 
Coronavirus 

Response Act 
(FFCRA)
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Thank you for joining us!
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