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Topline Updates

• The Treasury Department noted on Friday that “On Day 1 of the Paycheck Protection 

Program, over 1,000 banks have processed over $5,400,000,000 of small business loans 

to keep employees on the payroll. We also issued additional guidance for the PPP and 

Airline provisions of the CARES Act.” Today’s “Deeper Dive” focuses on what you need 

to know as you consider Navigating the Paycheck Protection Program.

• On Friday, April 3, the Department of Labor released its monthly jobs report, which 

reported that the U.S. economy shed 701,000 jobs, versus the expected 100,000, and that 

the Unemployment Rate rose to 4.4% versus 3.8% expected by the Department.

• The jobs report excludes the two-week period at the end of March that saw new 

unemployment claims skyrocket to a combined 9.9 million claims. “To put the figures 

in some perspective, it took six months to add 10 million people to the unemployment 

rolls during the Great Recession following the financial crisis in 2008-2009. That has now 

happened in two weeks with coronavirus.”1

• U.S. Treasury Department guidance on how $349 billion in federal loans for small businesses 

reeling from the economic fallout of the coronavirus pandemic will be handled is updated 

regularly and potential applicants should check here.

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

Coronavirus Case Update2

1 https://thehill.com/policy/finance/490757-unemployment-claims-hit-record-as-coronavirus-grips-us-economy

2 As of 3:00 PM, April 6, 2020; https://coronavirus.jhu.edu/map.html
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Change from  
Last Update

Total Cases 
Recovered

Global 1,066,706 1,309,439 + 242,733 275,832

United States 258,214 347,003 + 88,789 18,953
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A Deeper Dive —  
Navigating the Paycheck Protection Program

The sticker shock over Congress’ recent efforts to address the national response to COVID-19 

via the CARES Act is already a distant memory as the virus and its economic impacts 

deepen and are felt all over the country.  From cities and counties, to private businesses, the 

economic shutdown gripping the nation is overwhelming every sector of government and 

society has been dealing with what feels like an emergency response likened to a hurricane 

simultaneously hitting every state and territory.

The Paycheck Protection Program (PPP) – which includes $349 billion in forgivable loans to 

small businesses – was overwhelmed on launch day (Friday, April 3, 2020) with 1,000 banks 

processing over $5,400,000,000 of small business loans to keep employees on the payroll.

The demand for these loans, combined with the crippling economic impacts that are 

reverberating throughout the U.S. and the world, will undoubtedly result in further action 

by Congress.  Now it appears that the focus on a Phase 4 bill will be how to improve upon 

CARES, fix issues with the roll-out of assistance, and address coverage gaps in the economic 

rescue package.  

Small businesses, and restaurateurs in particular, have noted that the forgivable small business 

loan program isn’t enough to see them through the economic shutdown gripping the nation. 

Multiple industries that have been shuttered are not sure how or when they will be able to 

ramp back up, and nearly 10 million unemployment claims were filed in the U.S. in the last two 

weeks – an unprecedented new high in claims filed in such a short period of time.

A Businesses for Responsible Tax Reform Survey found that 92 percent of small businesses 

have been affected by COVID-19, with 73 percent saying their revenues are down by half or 

more, and 26 percent saying revenue has dried up completely. According to a JPMorgan 

Chase Institute report released last week, 50 percent of small businesses have less than 15 

days of cash to survive the shutdown.

Reports and studies like this have impacted the thinking in Washington. Last week, Speaker 

Pelosi stated she wanted a massive infrastructure package that topped out at nearly $800 

billion as the starting point for a Phase 4 and Majority Leader McConnell stated that he was 

not interested in discussing a 4th package without allowing the recently enacted CARES Act 

a chance to work and be evaluated.  

By this morning, both parties had shifted their thinking with the Speaker calling for a need to 

fix issues with CARES and doubling up on some programs – like those established through 

the Small Business Administration – while pushing aside her infrastructure package for now.  

At the same time, McConnell seemed to warm up to the idea that a 4th Package was a real 

need. 
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The roll out of the PPP was – and remains - a massive challenge for lenders. Over the entirety 

of 2019, the SBA approved just 51,907 loans under the 7(a) program to 46,111 businesses for 

a total of $23.2 billion. The program would see roughly 15 times that issued in a manner of 

weeks as was witnessed by the fact that over 1,000 banks processed over $5 billion dollars 

in PPP loans on launch day. 

While implementation continues and additional resources may be made under future 

COVID-19 response legislation, today’s update focuses on what we know about the PPP as 

it stands today and how best to access those resources if this program is of interest to you.

What you need to know about the Paycheck Protection Program

Maximum Loan Amount

The amount of the loan that you can receive under the Paycheck Protection Program is the 

average monthly payroll cost for 2019 times 2.5 (up to $10,000,0000. 

What to Include When Calculating your Payroll Costs

• salary, wages, commission, or similar compensation; 

• payment of cash tip or equivalent;

• payment for vacation, parental, family, medical or sick leave;

• allowance for dismissal or separation; 

• payment required for provisions of group health care benefits, including insurance 

premiums;

• payment of any retirement benefits; 

• payment of state and local tax assessment on the compensation of employee.

What CANNOT be Included When Calculating your Payroll Costs

• Compensation of an individual employee in excess of an annual salary of $100,000, 

as prorated for the period February 15 to June 30, 2020;

• Payroll taxes, railroad retirement taxes;

• Any compensation of an employee whose principal place of residence is outside of 

the United States;

• Qualified sick leave for which a credit was received under section 7001 of the FFCRA 

Act or section for which credit was allowed under 7003 of the FFCRA.

Eligible uses for Loan Proceeds

• Payroll costs (using the same definition above); 

• interest on the mortgage obligation incurred in the ordinary course of business; 
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• rent on a leasing agreement; 

• payment on utilities (electricity, gas, water, internet, phone, transportation). 

Your loan will be forgiven in the amount that you paid during an 8 week period from the date 

of the loan that was paid out in the allowable payments listed above.  However, the Secretary 

of the Treasury has said that due to the cap on the loan, they will probably only allow 25% of 

the loan to be used for non-payroll costs.  

Documents you need to apply for a Paycheck Protection Loan

• Simplified Application Form - According to the CARES Act, the lender can use a 

simplified application form on which to base their decision. A copy of the simplified 

Application Form is attached above. On the application itself it has the borrower 

list things like average monthly payroll and the intended use for the loan. which can 

include rent, mortgages, utilities.

• Tax Records - The lender is also required to determine that the business was in 

operation on February 15, 2020 and had employees for whom the borrower paid 

salaries and payroll taxes using documents that are copies of the ones submitted to 

the IRS.  

Documents that may be required to Document Forgiveness

At the end of the 8 week period, the borrower will apply through the lender for forgiveness 

of all or a portion of the loan.  At this point the calculations are verified and the amount 

spent over 8 weeks as well as the employee headcount is done.  to help you establish for the 

audit how the calculations were made and how the money was spent you may need a more 

comprehensive collection of documents including:  

• 2019 IRS Quarterly 940, 941 or 944 payroll tax report;

• Payroll reports for a twelve-month period (ending on your most recent payroll date), 

which will show the following information:

 ° Gross wages for each employee, including officer(s) if paid W-2 wages.

 ° Paid time off for each employee

 ° Vacation pay for each employee

 ° Family medical leave pay for each employee

 ° State and local taxes assessed on an employee’s compensation 

 ° Documentation showing total of all health insurance premiums paid by the company 
owner(s) under a group health plan. Include all employees and the company owners

 ° Document the sum of all retirement plan funding that was paid by the company 
owner(s) (do not include funding that came from employees out of their paycheck 
deferrals). Include all employees and the company owners.

 ° Include 401K plans, Simple IRA, SEP IRA’s

 ° Payments to Independent Contractors
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• Documents the prove expenses incurred during the 8 week Paycheck Protection 

Program loan base period including:

 ° Payroll tax filings reported to the Internal Revenue Service;

 ° state income, payroll, and unemployment insurance filings; 

 ° cancelled checks, payment receipts, transcripts of accounts, or other document 
verifying payments on covered mortgage obligations, payments on covered lease 
obligations and covered utility payments.

Regulatory Updates

U.S. Department Of Labor Publishes Guidance on Pandemic Unemployment 

Assistance

The U.S. Department of Labor announced the publication of Unemployment Insurance 

Program Letter (UIPL) 16-20 today which provides guidance to states for implementation 

of the Pandemic Unemployment Assistance (PUA) program. Under PUA, individuals who 

do not qualify for regular unemployment compensation and are unable to continue working 

as a result of COVID-19, such as self-employed workers, independent contractors, and gig 

workers, are eligible for PUA benefits. This provision is contained in Section 2102 of the 

Coronavirus Aid, Relief, and Economic Security Act (CARES) Act enacted on March 27, 2020.

PUA provides up to 39 weeks of benefits to qualifying individuals who are otherwise able to 

work and available for work within the meaning of applicable state law, except that they are 

unemployed, partially unemployed, or unable or unavailable to work due to COVID-19 related 

reasons, as defined in the CARES Act. Benefit payments under PUA are retroactive, for weeks 

of unemployment, partial employment, or inability to work due to COVID-19 reasons starting 

on or after January 27, 2020. The CARES Act specifies that PUA benefits cannot be paid for 

weeks of unemployment ending after December 31, 2020.

Eligibility for PUA includes those individuals not eligible for regular unemployment 

compensation or extended benefits under state or federal law or pandemic emergency 

unemployment compensation (PEUC), including those who have exhausted all rights to such 

benefits. Covered individuals also include self-employed individuals, those seeking part-time 

employment, and individuals lacking sufficient work history. Depending on state law, covered 

individuals may also include clergy and those working for religious organizations who are not 

covered by regular unemployment compensation.

The UIPL also includes guidance to states about protecting unemployment insurance program 

integrity. The department is actively working with states to provide benefits only to those 

who qualify for such benefits.
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U.S. Department of Transportation Issues Enforcement Notice Clarifying Air 

Carrier Refund Requirements, Given the Impact of COVID-19

On Friday, the U.S. Department of Transportation issued an Enforcement Notice clarifying 

that U.S. and foreign airlines remain obligated to provide a prompt refund to passengers 

for flights to, within, or from the United States when the carrier cancels the passenger’s 

scheduled flight or makes a significant schedule change and the passenger chooses not to 

accept the alternative offered by the carrier.

The obligation of airlines to provide refunds, including the ticket price and any optional fee 

charged for services a passenger is unable to use, does not cease when the flight disruptions 

are outside of the carrier’s control (e.g., a result of government restrictions). 

The Department is receiving an increasing number of complaints and inquiries from ticketed 

passengers, including many with non-refundable tickets, who describe having been denied 

refunds for flights that were canceled or significantly delayed. In many of these cases, the 

passengers stated that the carrier informed them that they would receive vouchers or credits 

for future travel. Because the COVID-19 public health emergency has had an unprecedented 

impact on air travel, DOT’s Aviation Enforcement Office will exercise its enforcement discretion 

and provide carriers with an opportunity to become compliant before taking further action. 

However, the Aviation Enforcement Office will monitor airlines’ refund policies and practices 

and take enforcement action as necessary. The notice can be found here: https://www.

transportation.gov/briefing-room/enforcement-notice-regarding- refunds-carriers-given-

unprecedented-impact-covid-19. 

Important COVID-19 Related Links

• 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

https://www.transportation.gov/briefing-room/enforcement-notice-regarding- refunds-carriers-given-unprecedented-impact-covid-19
https://www.transportation.gov/briefing-room/enforcement-notice-regarding- refunds-carriers-given-unprecedented-impact-covid-19
https://www.transportation.gov/briefing-room/enforcement-notice-regarding- refunds-carriers-given-unprecedented-impact-covid-19
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://wdr.doleta.gov/directives/
https://www.dol.gov/coronavirus
https://www.dol.gov/coronavirus
https://www.usda.gov/coronavirus
https://www.usda.gov/coronavirus
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• 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

https://www.dhs.gov/coronavirus
https://www.dhs.gov/coronavirus
https://www.ice.gov/coronavirus
https://www.state.gov/coronavirus/
https://www.state.gov/coronavirus/
https://www.usaid.gov/coronavirus
https://www.cdc.gov/coronavirus/2019-ncov/index.html
https://www.cdc.gov/coronavirus/2019-ncov/index.html
https://www.nih.gov/health-information/coronavirus

