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Topline Updates

• Today, The Paycheck Protection Program resumes lending today after $310 billion in 

loan authority was provided under legislation signed Friday by President Donald Trump. 

While the rules remain generally the same, some additional funding and guidance has 

been released by the SBA regarding need certifications. In today’s “Deeper Dive” we 

take a look at the Small Business Administration funding tools, the new infusion of 

resources into the program, and what small businesses should consider AFTER they 

get a PPP approved. 

• Trump called HHS Secretary Alex Azar this weekend to say his job is safe after reports 

the White House may oust the health chief as the administration faces criticism over 

its coronavirus response. Azar also weighed in on Twitter, praising Trump’s leadership 

and saying reports he’s about to be replaced are fake. Some officials believe that Azar’s 

adversaries in the administration are trying to undermine him by promoting a narrative 

that he’s in trouble.

• The World Health Organization announced over the weekend that catching Covid-19 

once may not protect you from getting it again, a finding that could jeopardize efforts 

to allow people to return to work after recovering from the virus.

• Trump suggests that his Daily Briefings were “not worth the time and effort,” a day after 

a report that he plans to scale back such appearances.

• Italy will ease its lockdown in just over a week, a key test in efforts across Europe to 

broadly restart public life.  

• Treasury Secretary Steven Mnuchin said that “over time” the U.S. will need to look into 

the sharply rising budget deficits created by the multi-trillion-dollar coronavirus support 

packages. Right now “we’re in a war,” Mnuchin said. “We’re going to do whatever we 

need” to support the economy, he continued.  The Secretary also predicted the economy 

would “really bounce back in July, August and September” as the closures related to 

stopping the spread of Covid-19 recede.

• All HBS COVID-19 Federal Response Updates can be found by clicking here.
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Coronavirus Case Update1 

A Deeper Dive – The Paycheck Protection Program, Round II

The Paycheck Protection Program resumes lending today after $310 billion in loan authority was provided 

under legislation signed Friday by President Donald Trump. 

The rules for Round II remain the same – offering forgivable loans to small businesses that keep workers on 

the payroll during the coronavirus pandemic.

The interim virus aid package (P.L. 116-139) enacted April 24 increased the program’s total lending authority 

to $659 billion, with $60 billion reserved for loans issued by smaller lenders. The first tranche of $349 billion 

provided under the CARES Act (P.L. 116-136) was exhausted within two weeks, as businesses raced to secure 

the first-come, first-served funds.

Lawmakers and agencies discussed other changes to the program’s eligibility rules, following reports that 

large restaurant chains were able to obtain loans; however, since enactment of the first round of loans, SBA 

guidance said it’s unlikely a company with substantial market value and access to capital markets could 

certify in good faith that it needs new loans.

Those reports indicated that more than a dozen publicly traded companies with revenue of more than $100 

million, including Shake Shack Inc., Potbelly Corp. and a Tex-Mex restaurant chain with more than 10,000 

employees, received loans through a massive relief program aimed at small businesses. The Small Business 

Administration on Friday said the program is off-limits to private equity and hedge funds. It also excludes 

cannabis companies, lobbying shops, and trade associations, among others.

Under new SBA guidance, in addition to reviewing applicable affiliation rules to determine eligibility, all 

borrowers must assess their economic need for a PPP loan under the standard established by the CARES Act 

and the PPP regulations at the time of the loan application. Although the CARES Act suspends the ordinary 

requirement that borrowers must be unable to obtain credit elsewhere (as defined in section 3(h) of the 

Small Business Act), borrowers still must certify in good faith that their PPP loan request is necessary. 

Specifically, before submitting a PPP application, all borrowers should review carefully the required 

certification that “[c]urrent economic uncertainty makes this loan request necessary to support the ongoing 

operations of the Applicant.” Borrowers must make this certification in good faith, taking into account their 

1   As of 11:30 AM, April 27, 2020; https://coronavirus.jhu.edu/map.html 

Total Cases 
4.24.20

Total Cases 
4.27.20

Change from  
Last Update

Total 
Recovered

Total 
Deaths

Global 2,780,094 2,992,970 + 212,876 876,043 207,518

United States 884,004 967,585 + 83,581 107,060 54,931

http://guidancehttps://home.treasury.gov/system/files/136/Paycheck-Protection-Program-Frequently-Asked-Questions.pdf
https://coronavirus.jhu.edu/map.html
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current business activity and their ability to access other sources of liquidity sufficient to support their 

ongoing operations in a manner that is not significantly detrimental to the business. For example, it is unlikely 

that a public company with substantial market value and access to capital markets will be able to make the 

required certification in good faith, and such a company should be prepared to demonstrate to SBA, upon 

request, the basis for its certification. 

Lenders may rely on a borrower’s certification regarding the necessity of the loan request. Any borrower 

that applied for a PPP loan prior to the issuance of this guidance and repays the loan in full by May 7, 2020 

will be deemed by SBA to have made the required certification in good faith.

What is Included in Round II of Paycheck Protection Program

The latest round of funding for the PPP provided additional funds to the original $349 billion in aid – which 

went live on April 3, and was exhausted within two weeks. Under the bill, the SBA’s 7(a) small business loan 

program would support $659 billion in total lending, a $310 billion increase. The total would be more than 

20 times the 7(a) lending limit for fiscal 2020 set by Congress late last year.

• Total appropriated funding for the SBA to fully guarantee loans under the PPP would be set at $670.3 

billion, an increase of $321.3 billion and more than the additional lending that the measure would 

authorize.

• The SBA could use the extra appropriated funds to pay processing fees to lenders, according to a 

congressional aide. 

• The agency is required to pay lenders specified rates based on the outstanding balance when a loan 

is disbursed, including a 5% fee for loans of $350,000 or less.

• Processing fees reduced the net amount approved for businesses from the initial tranche of $349 

billion. The net amount was $342.3 billion as of April 16, when funding for the program was exhausted, 

according to an SBA report. 

• The measure also would provide an additional $2.1 billion for SBA salaries and expenses to administer 

coronavirus response programs.

Under the new round of funding, the SBA would have to guarantee at least:

• $30 billion in loans issued by insured depository institutions or credit unions with $10 billion to $50 

billion in consolidated assets.

• $30 billion issued by insured depository institutions or credit unions with less than $10 billion in assets, 

or community lenders such as community development financial institutions and minority depository 

institutions.

The Senate-passed version of the measure specified that the requirement would apply to SBA guarantees 

made following the bill’s enactment.
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What is Included in Round II for the Disaster Loan Program

The third coronavirus law provided $10 billion to expand the SBA’s Economic Injury Disaster Loan (EIDL) 

program to cover businesses, cooperatives, employee stock ownership plans, and tribal businesses with 500 

or fewer employees, as well as sole proprietors and independent contractors.

The SBA was authorized to advance as much as $10,000 to EIDL recipients to pay sick leave to workers 

affected by Covid-19, retain employees, and make other covered payments. Advance funds don’t have to 

be repaid. 

The bill enacted last week provides a second tranche of $10 billion to replenish the coronavirus-related 

program.  It would also provide $50 billion for additional SBA guarantees under its broader disaster loan 

program.

Small agricultural businesses with 500 or fewer employees would be permitted to obtain funds under both 

disaster programs.

What to do After Receiving a PPP Loan

Businesses that have received PPP loan distributions are looking to spend those funds as permitted under 

the CARES Act.  Below is a list of points that our group thought should be considered.

The 8-week loan forgiveness period begins to run on the date that the loan proceeds are disbursed to you.

• Keep in mind that the manner in which these proceeds are spent will be scrutinized during this 8-week 

period. 

• Take steps to safe keep the money and accurately document the uses of the funds on authorized and 

forgivable costs.  

• It might be wise to talk with your lender to see if they have advice or a checklist of information they 

will request or documents they will require. 

Consider depositing the loan proceeds into a segregated bank account. 

• Although not required under the Act, segregating the funds may help you prevent confusing the 

record with other funds and more easily track the PPP loan proceeds for forgiveness calculation 

purposes.

• A segregated account may also help ensure that the funds are not inadvertently used for unauthorized 

purposes and then not accounted for.  

• If you decide to keep the loan proceeds in a segregated account or not, you should coordinate the 

record with your lender, your accountant and if you have one, your third-party payroll processor. 

If you haven’t done so already, consider preparing an internal impact statement and/or board 

resolution authorizing actions in connection with the PPP loan.

• If an impact statement and/or board resolution documenting the need and authority for the business 

to obtain the PPP loan was not prepared in connection with the initial Loan Application, it may be 

beneficial to prepare such documentation during this time.  
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• An internal impact statement and/or board resolution should, for example: 

A. acknowledge the current economic uncertainty related to the COVID-19 pandemic; 

B. illustrate how the business’s ongoing operations are reasonably anticipated to be impacted (and/or 
have, in fact, been impacted); 

C. express the business’s intention to use the PPP loan proceeds to continue its ongoing operations; and, 

D. authorize the execution, delivery and performance of the PPP loan documents. 

Maintain proper documentation to substantiate “payroll costs” and other authorized costs paid during 

the 8-week period.

• PPP loan amounts should only be used to pay “payroll costs,” payments of interest on mortgage 

obligations incurred before February 15, 2020, rent payments on leases dated before February 15, 

2020, and utility payments under service agreements dated before February 15, 2020. 

• Payroll tax filings and other appropriate documentation (i.e., cancelled checks, payment receipts, and 

transcripts of accounts) will be necessary to document that the proceeds were spent on authorized 

expenses during the 8-week period.  

• This verification must be provided to your lender in connection with the loan forgiveness application.  

Remember that at least 75% of the loan proceeds must be used for “payroll costs.” 

• The Small Business Administration (SBA) requires that at least 75% of the loan proceeds be used for 

“payroll costs.” Further, at least 75% of the forgiven amount must be attributable to “payroll costs,” 

and no more than 25% of the forgiven amount may be attributable to eligible expenses other than 

“payroll costs.”   For a good review of what constitutes “payroll costs” and “eligible expenses”  see 

the Husch Blackwell Strategies COVID-19 Update for 4/13/2020 found at: https://www.hbstrategies.

us/covid19-updates on page 7.  

• Also remember that if you are a large company with significant resources or a public company, the 

Treasury will scrutinize very carefully your certification that you current economic conditions due to 

the COVID-19 virus makes the loan necessary.  

The amount of loan forgiveness will be reduced if you do not maintain your staff and payroll.

• When making difficult workforce decisions, remember that your loan forgiveness will be reduced if 

you decrease your full-time employee headcount or if you decrease salaries and wages by more than 

25% (compared to their most recent full quarter) for any employee that made less than $100,000 

annualized in 2019.

• However, reductions in employment or wages that occur between February 15, 2020 and April 26, 

2020 (as compared to February 15, 2020) will not reduce your amount of loan forgiveness if you 

restore such reductions by June 30, 2020.

After the 8-week period, file a loan forgiveness application with your lender.  

• The SBA has indicated that it will be issuing additional guidance regarding loan forgiveness. However, 

as I said above, it will be prudent to contact your lender directly to confirm what its loan forgiveness 

process will be, and what documentation it will be requiring.     

https://www.hbstrategies.us/covid19-updates
https://www.hbstrategies.us/covid19-updates
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Other COVID-19 Washington Updates

New Ideas on Phase 4 Legislation

Democrats are considering proposing a new round of direct cash payments to U.S. households and extending 

a similar benefit to the smallest businesses, as they struggle to get federal loans. According to Hill reports, 

Senator Ron Wyden (D-Ore.) and Representative Richard Neal (D-Mass.), the top Democrats on Congress’s 

two tax committees, want to include the payments in the next round of stimulus spending that Congress is 

likely to take up in May.

Their effort is sure to face objections from key Republicans, such as Majority Leader Mitch McConnell (R-Ky.), 

who say they want to put the brakes on more deficit spending. But some GOP lawmakers have complained 

that small local businesses are getting shut out from small business aid.

Long waits at state unemployment offices and high demand for the Paycheck Protection Program -- which 

offers forgivable loans to small businesses that keep employees on the job -- have left many people and 

small business owners unable to claim swift relief. 

“We must look at what the most vulnerable in our country are facing by putting money into their pockets 

with another round of stimulus payments so they can pay for essentials,” Neal, who chairs the House Ways 

and Means Committee, said on Thursday.

Wyden’s plan, and a similar proposal in the House, would give small businesses up to $75,000 as they 

struggle with closures and drop-offs in economic activity. Those payments would be limited to companies 

with $1 million or less in revenue and up to 50 employees. The payment would be capped at 30% of the 

business’s gross receipts.

That’s aimed and addressing a key criticism of the Paycheck Protection Program -- that the smallest 

businesses aren’t able to claim the loans because banks are giving priority to larger eligible companies that 

have existing relationships with those institutions and generate larger fees.

Treasury Focused on COVID-19 Response

Treasury Secretary Steven Mnuchin said that “over time” the U.S. will need to look into the sharply rising 

budget deficits created by the multi-trillion-dollar coronavirus support packages. Right now “we’re in a war,” 

Mnuchin said on Fox News Sunday. “We’re going to do whatever we need” to support the economy. The 

good news, Mnuchin said, is that “interest rates are extremely low and we’re locking in long-term rates” at 

those levels. And he predicted the economy would “really bounce back in July, August and September” as 

the closures related to stopping the spread of Covid-19 recede.  

Retailers Seek Uniformity on Reopening Rules 

The top two trade groups representing major retailers such as Walmart, Target and Best Buy are calling on 

governors to adopt uniform reopening standards as the pandemic subsides, including allowing warehouses 

and distribution centers nationwide to reopen all at once, rather than state-by-state.
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As states, cities, and companies big and small struggle over when and how to restart the economy, the Retail 

Industry Leaders Association and the National Retail Federation have some ideas. Today, they’re sending a 

six-page memo to governors outlining a three-phased plan for how stores can maintain public safety once 

they are allowed to reopen their doors to customers. The guidelines call for stores to have “robust” health 

and safety protocols in place, including sanitation and social-distancing procedures.

Measures include ensuring regular handwashing, use of gloves and face masks to protect customers and 

employees, in addition to limiting occupancy in some cases “to no more than 5 customers per 1,000 square 

feet of shopping space,” or half the national fire code requirement. 

Treasury Has Paid $12.4 Billion in Aviation Payroll Support

The U.S. Treasury said it has paid out another $9.5 billion in funds to the aviation industry under a program 

designed to shore up carriers reeling from the coronavirus pandemic. Meanwhile, an application form was 

released on Saturday for loans destined for “businesses critical to maintaining national security,” Treasury 

said in a statement. Total disbursements so far under the CARES Act have reached to $12.4 billion to 93 air 

carriers, including major airlines and smaller passenger carriers, Treasury said in its statement.

USDA Boosts Effort to Support Meat, Poultry Producers

The U.S. Department of Agriculture announced it will establish a “coordination center” to help livestock and 

poultry producers hurt by coronavirus-induced meatpacking plant closures. The USDA’s Animal and Plant 

Health Inspection Service will offer “direct support to producers whose animals cannot move to market” 

and work with state veterinarians and other public officials “to help identify potential alternative markets” 

as plant shutdowns increase, according to a release posted on the agency’s website.

The effort comes as almost 1,000 U.S. Department of Agriculture food inspectors, or about 15% of the 

workforce, are off the job as the coronavirus outbreak left workers sick, quarantined or facing a high risk 

to health, figures provided by the union showed. About 25% of pork capacity and 10% of beef is now off 

line, according to the United Food & Commercial Workers, which estimates that at least 13 U.S. plants faced 

shutdowns. 

Trump’s Health Priorities Set Aside

Some of Trump’s top health-care priorities before the coronavirus pandemic, including HIV prevention and 

paying for patient outcomes rather than individual procedures, have been swept away by the virus response 

and may end up permanently sidelined, former administration officials and some leaders of the policy efforts 

said.

Many key leaders at the Department of Health and Human Services pushing forward the policies have had to 

back away to lead the Covid-19 response, and the Office of Management and Budget has limited resources 

to review and approve rules not related to the pandemic. HHS officials in particular are going to have to pick 

and choose which policies to prioritize before the end of Trump’s term.
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The timeline of the pandemic is uncertain and could last until the presidential election in November, creating 

the possibility that none of these policies are finished if Democratic candidate Joe Biden wins. 

Pompeo Seeks Exceptions to WHO Funding

Secretary of State Michael Pompeo has recommended that the U.S. keep funding World Health Organization 

programs to fight polio and coronavirus in seven countries, a recognition that the group provides key services 

in some areas despite Trump’s criticism. State Department officials informed the National Security Council 

that the WHO is central to the fight against Covid-19 or polio in seven countries: Afghanistan, Egypt, Libya, 

Pakistan, Sudan, Syria and Turkey, said a person familiar with the discussions. Adhering to the letter of 

Trump’s order from last week to halt all U.S. funding to WHO for a 60- to 90-day review would therefore be 

unworkable.
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Important COVID-19 Related Links

• For information on the Department of Education’s CARES Act’s Higher Education Emergency Relief 

Fund, please visit: https://www2.ed.gov/about/offices/list/ope/caresact.html

• For Department of Treasury resources on COVID-19 and Small Business’ Assistance programs, please 

visit: https://home.treasury.gov/policy-issues/top-priorities/cares-act/assistance-for-small-businesses

• For Department of Treasury resources on the Coronavirus Relief Fund for payments to State, Local, 

and Tribal governments navigating the impact of the COVID-19 outbreak, please visit: https://home.

treasury.gov/policy-issues/cares/state-and-local-governments

• For information on the Small Business Administration’s Paycheck Protection Program, click here.

• For information on Unemployment Insurance Program Letter (UIPL) 16-20 providing guidance to 

states for implementation of the Pandemic Unemployment Assistance (PUA) program, click here.

• For more information on UIPLs or previous guidance, please visit: https://wdr.doleta.gov/directives/.

• For Department of Labor resources on COVID-19, please visit: https://www.dol.gov/coronavirus.

• For Department of Agriculture resources on COVID-19, please visit: https://www.usda.gov/coronavirus

• For Department of Homeland Security resources on COVID-19, please visit: https://www.dhs.gov/

coronavirus

• For U.S. Immigration and Customs Enforcement resources on COVID-19, please visit: https://www.

ice.gov/coronavirus

• For Department of State resources on COVID-19, please visit: https://www.state.gov/coronavirus/

• For United States Agency for International Development resources on COVID-19, please visit: https://

www.usaid.gov/coronavirus

• For more information about COVID-19 from the Centers for Disease Control and Prevention (CDC), 

please visit: https://www.cdc.gov/coronavirus/2019-ncov/index.html.

• For more information about COVID-19 from the National Institutes of Health (NIH), please visit: 

https://www.nih.gov/health-information/coronavirus

• For information on the U.S. Election Assistance Commission’s 2020 HAVA Coronavirus Aid, Relief 

and Economic Security (CARES) Act Grants, please visit: https://www.eac.gov/payments-and-

grants/2020-cares-act-grants

https://www2.ed.gov/about/offices/list/ope/caresact.html
https://home.treasury.gov/policy-issues/top-priorities/cares-act/assistance-for-small-businesses
https://home.treasury.gov/policy-issues/cares/state-and-local-governments
https://home.treasury.gov/policy-issues/cares/state-and-local-governments
https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-program-ppp
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=4628
https://wdr.doleta.gov/directives/
https://www.dol.gov/coronavirus
https://www.usda.gov/coronavirus
https://www.dhs.gov/coronavirus
https://www.dhs.gov/coronavirus
https://www.ice.gov/coronavirus
https://www.ice.gov/coronavirus
https://www.state.gov/coronavirus/
https://www.usaid.gov/coronavirus
https://www.usaid.gov/coronavirus
https://www.cdc.gov/coronavirus/2019-ncov/index.html
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https://www.eac.gov/payments-and-grants/2020-cares-act-grants
https://www.eac.gov/payments-and-grants/2020-cares-act-grants

