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Overview
▪ On March 27, 2020, the Coronavirus Aid, Relief and Economic Security Act (the “CARES Act”, H.R. 748) was enacted -- a $2 trillion response bill which intends to
speed economic relief and includes a significant number of tax and other provisions designed to support businesses and individuals impacted by the Coronavirus
pandemic
▪ The CARES Act includes public health spending to confront coronavirus, immediate cash relief for individual citizens, a broad lending program for small business,
and a targeted relief for hard-hit industries
▪ Section 1102 of the CARES Act temporarily adds a new program, titled the “Paycheck Protection Program,” to the SBA’s 7(a) Loan Program, intended to provide
economic relief to small businesses nationwide adversely impacted by the Coronavirus Disease 2019 (COVID-19). Section 1106 of the CARES Act provides for
forgiveness of up to the full principal amount of qualifying loans guaranteed under the Paycheck Protection Program (PPP)
o Congress has designed the program to make funds available to qualifying businesses quickly through approved banks and non-bank lenders. The new Act
allows the SBA to provide 100% federally-backed loans up to a maximum amount to eligible businesses to help pay operational costs like payroll, rent,
health benefits, insurance premiums, utilities, and interest payments on certain financial obligations. Subject to certain terms and conditions, loan
proceeds spent on certain expenditures for the eight-week period after the origination date of the loan, are forgivable under the Paycheck Protection
Program
▪ On December 27, 2020, the Economic Aid to Hard-Hit Small Businesses, Nonprofits, and Venues Act (Economic Aid Act) (Pub. L. 116-260) became law. Under
section 311, SBA may guarantee loans under the PPP Second Draw Program through May 31, 2021 (“Second Draw PPP Loans”) to borrowers that previously
received a PPP loan under section 7(a)(36) of the Small Business Act (“First Draw PPP Loans”) and have used or will used the full amount of the initial PPP loan
for authorized purposes on or before the expected date of disbursement of the Second Draw PPP Loan.
o Second Draw PPP Loans generally are guaranteed by SBA under the same terms, conditions, and processes as First Draw PPP Loans. In general, the
Economic Aid Act made the eligibility requirements for Second Draw PPP Loans narrower than the eligibility requirements for First Draw PPP Loans
o The effective date is immediately. An immediate effective date will give small businesses the maximum amount of time to apply for loans and lenders the
maximum amount of time to process applications before the program end

The last day to apply for and receive a PPP loan is May 31, 2021
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Eligibility

Maximum
Loan
Amount

▪ Any business concern, independent contractor, eligible self-employed individual, sole proprietor, nonprofit organization eligible for a First Draw PPP Loan, veterans organization,
Tribal business concern, housing cooperative, small agricultural cooperative, eligible 501(c)(6) organization or destination marketing organization, or an eligible nonprofit news
organization that was in operation on February 15, 2020 with no more than 300 employees
▪ Previously received a First Draw PPP Loan and will use or has used the full amount of the First Draw PPP Loan for authorized purposes on or before the expected date on which the
Second Draw PPP Loan is disbursed to the borrower
▪ The borrower must have experienced a revenue reduction of 25% or greater in 2020 relative to 2019. A borrower must calculate this revenue reduction by comparing the
borrower’s quarterly gross receipts for one quarter in 2020 with the borrower’s gross receipts for the corresponding quarter of 2019
o A borrower that was in operation in all four quarters of 2019 is deemed to have experienced the required revenue reduction if it experienced a reduction in annual receipts of
25% or greater in 2020 compared to 2019 and the borrower submits copies of its annual tax forms substantiating the revenue decline
o A borrower that did not experience a 25% annual decline in revenues, or that was not in operation in all four quarters of 2019, may still meet the revenue reduction
requirement under one of the quarterly measurements
o Any forgiveness amount of a First Draw PPP Loan that a borrower received in calendar year 2020 is excluded from a borrower’s gross receipts
▪ A single business entity that is assigned a NAICS code beginning with 72 (including hotels and restaurants) is eligible to receive a Second Draw PPP Loan if its employs no more than
300 employees per physical location and meets the revenue reduction requirements
▪ First Draw loan can’t be under SBA Review

▪ The lesser of
o o 2.5 times the average total monthly payroll costs incurred in the 12-month period prior to when the loan is made or calendar year 2019
− The borrower must subtract any compensation paid to an employee in excess of $100,000 on an annualized basis, as prorated for the time period during which the
payments are made or the obligation to make the payments is incurred
o $2 million
▪ For borrowers assigned a NAICS code beginning with 72 at the time of disbursement, the maximum loan amount is equal to 3.5 times the average total monthly payroll costs or $2
million (the lesser of the two)
▪ Second Draw PPP Loans eliminates the provision for refinancing of an EIDL loan
▪ Businesses that are part of a single corporate group shall in no event receive more than $4,000,000 of Second Draw PPP Loans in the aggregate

Loan
Forgiveness

▪ Second Draw PPP Loans are eligible for loan forgiveness on the same terms and conditions as First Draw PPP Loans, except that Second Draw PPP Loan borrowers
with a principal amount of $150,000 or less are required to provide documentation of revenue reduction if such documentation was not provided at the time of the
loan application as specified in subsections
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Key Terms
and
Conditions

Second Draw PPP Loans are generally subject to the same terms, conditions and requirements as First Draw PPP Loans. These include, but are not limited to the following
terms:
▪ The guarantee percentage is 100%
▪ No collateral needs to be pledged
▪ No personal guarantee is required - However, if the proceeds are used for fraudulent purposes, the U.S. government will pursue criminal charges against the Borrower
▪ Interest rate: 1.00% calculated on a non-compounding, non-adjustable basis
▪ Maturity: 5 years
▪ Deferral for 10 months after covered period
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Required Documentation for Lenders to Evaluate Eligibility of Borrowers and Loan Forgiveness Expectation:
▪ SBA Form 2483-SD (Paycheck Protection Program Second Draw Borrower Application Form) or the lender’s equivalent form including the required certifications
▪ Documentation to substantiate an applicant’s payroll cost calculations, which is generally the same as the documentation required for First Draw PPP Loans such as:
a) Not Self Employed: Form 941 (or other tax forms containing similar information) and state quarterly wage unemployment insurance tax reporting forms from each
quarter, along with evidence of any retirement and employee group health, life, disability, vision and dental insurance contributions, must be provided. A partnership
must also include its IRS Form 1065 K-1s
b) Self-Employed: IRS Form 1040 Schedule C, Form 941 (or other tax forms or equivalent payroll processor records containing similar information) and state quarterly wage
unemployment insurance tax reporting forms from each quarter, along with evidence of any retirement and employee group health, life, disability, vision and dental insurance
contributions, if applicable, must be provided. A payroll statement or similar documentation from the pay period that covered Feb.15.2020 must be provided to establish the
applicant was in operation on Feb.15.2020
c) Self-Employed without Employees: Form 1040 Schedule C, IRS Form 1099-MISC detailing nonemployee compensation received (box 7), invoice, bank statement, or book of
record that establishes that the applicant is self-employed; and (c) a 2020 invoice, bank statement, or book of record to establish that the applicant was in operation on or
around Feb.15.2020
▪ However, no additional documentation to substantiate payroll costs will be required if the applicant (i.) used calendar year 2019 figures to determine its First Draw PPP Loan
amount, (ii.) used calendar year 2019 figures to determine its Second Draw PPP Loan amount, and (iii.) the borrower is using the same lender.
▪ For Loans >$150,000: borrower must submit documentation sufficient to establish the required reduction in revenue, which may include relevant tax forms, including annual
tax forms, or, if relevant tax forms are not available, a copy of the applicant’s quarterly income statements or bank statements
▪ For Loans <=$150,000: borrower is not required to submit documentation to establish the reduction in revenue at the time of application submission, but the same must be
submitted on or before the date the borrower applies for loan forgiveness, or, if the borrower does not apply for loan forgiveness, at SBA’s request. Such documentation may
include relevant tax forms, including annual tax forms, or, if relevant tax forms are not available, a copy of the applicant’s quarterly income statements or bank statements
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Required Documentation for Lenders to Evaluate Eligibility of Borrowers and Loan Forgiveness Expectation:
▪ An authorized representative of the applicant must make the certifications listed in subsection (B)(12) of the Consolidated First Draw PPP IFR, as well as certify that:
a) The applicant has not and will not receive another Second Draw Paycheck Protection Program Loan
b) The applicant has realized a reduction in gross receipts in excess of 25% relative to the relevant comparison time period. For loans greater than $150,000, applicant has
provided documentation to the lender substantiating the decline in gross receipts. For loans of $150,000 or less, applicant will provide documentation substantiating the
decline in gross receipts upon or before seeking loan forgiveness for the Second Draw Paycheck Protection Program Loan or upon SBA request
c) The applicant received a First Draw Paycheck Protection Program Loan and, before the Second Draw Paycheck Protection Program Loan is disbursed, will have used the full
loan amount (including any increase) of the First Draw Paycheck Protection Program Loan only for eligible expenses
d) The Applicant is not a business concern or entity (a) for which an entity created in or organized under the laws of the People’s Republic of China or the Special Administrative
Region of Hong Kong, or that has significant operations in the People’s Republic of China or the Special Administrative Region of Hong Kong, owns or holds, directly or
indirectly, not less than 20 percent of the economic interest of the business concern or entity, including as equity shares or a capital or profit interest in a limited liability
company or partnership; or (b) that retains, as a member of the board of directors of the business concern, a person who is a resident of the People’s Republic of China
e) The Applicant is not required to submit a registration statement under section 2 of the Foreign Agents Registration Act of 1938 (22 U.S.C. 612)
f) The Applicant is not a business concern or entity primarily engaged in political or lobbying activities, including any entity that is organized for research or for engaging in
advocacy in areas such as public policy or political strategy or otherwise describes itself as a think tank in any public documentsAny other documentation the SBA
Administrator determines necessary
▪ Any other documentation the SBA Administrator determines necessary
▪ Borrower acknowledges that the lender will calculate the eligible loan amount using the tax documents submitted. Borrower affirms that the tax documents are identical to
those you submitted to the IRS/State Treasury Department. And also understand, acknowledge, and agree that the Bank can share the tax information with the SBA’s
authorized representatives, including authorized representatives of the SBA Office of Inspector General, for the purpose of compliance with SBA Loan Program Requirements
and all SBA reviews
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