PAYCHECK PROTECTION
PROGRAM

DUKE LAW COMMUNITY ENTERPRISE CLINIC
APRIL 21, 2020

Background, tips on applying, and an
introduction to the forms required

What is the Paycheck Protection
Program (PPP)?
-

The PPP is a part of the Coronavirus Aid, Relief, and Economic Security (CARES) Act
in which the U.S. government initially allocated about $350 billion to help nonprofits
and small businesses (< 500 employees) through this crisis

-

This week Congress is in the process of approving an additional $321 billion for the
program

-

Of this new amount, $60 billion is set aside for underbanked businesses

-

The PPP is intended to help small businesses and nonprofits keep their workers
employed throughout the pandemic

How does the PPP work?
-

The PPP is a forgivable loan program and you apply through any SBA-certified lender

-

If your bank or credit union is a participating lender, that may be the best place to apply

-

The maximum loan you can get is equal to 2.5 times your average monthly payroll and
the maximum loan amount is $10 million

-

In determining your average monthly payroll, you may not include the portion of any
salaries above $100,000

-

In addition to submitting a simple, standard loan application, you will have to provide
certain documentation to support your request. This documentation is mostly payroll
and tax information, though some lenders may require more

-

PPP funds will go quickly, so you should work with your lender to prepare your application
in advance so that it can be quickly submitted once the SBA reopens the program

What are the primary terms for PPP loans?
-

PPP loans have a 10 year term and the maximum interest rate is 1%

-

Payments on PPP loans are deferred for six months

-

The loan amount should be forgiven if you use at least 75% to retain or rehire
employees and you don’t use more than 25% to pay for rent, utilities or interest on a
mortgage

-

The loans are federally guaranteed, do not require collateral, personal guarantees,
or other credit options

-

Some details are still being developed, but it is expected that you will work with your
lender to get your loan forgiven

Tips for the Application
Make sure you have the following documents ready to go:
- Payroll information for all full-time employees.
-

Quarterly Reports, ideally Form 941 for 2019
Payroll reports that include health insurance payments or other benefits contributions
The SSN and a color photocopy of the drivers license of the person signing the
application.

-

“Payroll” includes (1) salary; (2) health insurance payments; (3) benefits contributions;
(4) and taxes associated with paying your employees

-

If you work with a payroll service, ask them if they can help you determine your average
monthly payroll – many are creating special reports to help with applying for the PPP

-

Employees includes both full-time and part-time employees, but cannot include the
amounts paid to contractors.

-

If you have employees making over $100,000, any amount over $100,000 shouldn’t ne
included in calculating your average monthly payroll

-

Each lender may have a few special requirements, so you should start working with your
bank or credit union as soon as possible on your application

Timing and Amount to Expect
-

We keep saying this, but we’ll say it again: your application and supporting
documentation (more on this on the next slide) should be ready as soon as possible.
The actual forms specific to each financial institution vary, but you should be ready
to compile your application as soon as they are released.

-

Again, the maximum loan amount is 2.5 times the amount of your average monthly
payroll (up to a maximum of $10,000,000)

-

Remember: to have the PPP loan forgiven, 75% of the loan amount must be spent to
pay employees; not more than 25% can be spent on mortgage interest, rent, or
utilities

-

If you are approved, the loan should be distributed quickly, it varies from institution
to institution but is usually in less than a week

SBA FORM
2483

SBA Form
2483
-

Make sure you complete the
entire form!! An incomplete
application cannot be
processed

-

Make sure the average
monthly payroll amount
shown here matches the
documentation you provide
your lender

-

You should include all FTEs in
the “Number of Employees”
box – for part-time employees,
calculate this based on a 40
hour work week (e.g. 20 hours
= .5 FTE)

SBA Form
2483
-

Even if the answers to all of
these are “No,” make sure
to check the boxes so that
your application is complete

-

If you answer “Yes” to (1) or
(2) you are not eligible for
the PPP.

SBA Form
2483
It is very important to make
sure you answer “No” to (5)
and (6) and they must be
initialed. If they are not, you
risk being denied.
Of course, your answers
here should also be truthful,
so read questions 5 and 6
carefully and answer
appropriately

SBA Form
2483
-

Make sure to initial all of
these boxes and that all
signature blocks are signed
and dated

-

Pages 3 – 4 include
information about the
program, your rights, and
some instructions

-

Good luck!!

