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Navigating the Paycheck Protection Program: 
A Guide for Non-Profit Organizations 



Paycheck Protection Program

• Paycheck Protection Program (PPP) expands 
the economic relief the Small Business 
Administration (SBA) can offer – it includes 
certain non-profit organizations and authorizes 
more favorable loan terms

• PPP commits $349 billion for government-
backed– potentially forgivable – loans to cover 
qualified expenses  



Paycheck Protection Program: 
Purpose

• PPP incentives organizations to retain and 
continue to pay employees during these 
uncertain and stressful times resulting from the 
Covid-19 pandemic

• The loan will help keep organizations stay afloat 
by providing funds to cover payroll expenses, 
rent, utility fees and interest payment on 
mortgages during the eight-week period from 
origination of the loan



Paycheck Protection Program: 
Eligibility 

Which non-profit organizations are eligible to 
apply?
1. Exempt from federal income taxes under either 

Section 501(c)(3) or 501(c)(19) under the Internal 
Revenue Code. This includes many religious 
organizations

2. Fewer than 500 employees (including full-time,  
part-time, or other basis)

3. Existed and operated prior to February 15, 2020 



Paycheck Protection Program: 
Amount of Loan

What is the amount the loan?
• The loan amount is based on the organization’s 

payroll and will be the lesser of 2.5 times the 
average monthly payroll costs for [prior 12 month 
period/2019]* BUT cannot exceed $10 million

*We are waiting on guidance from the SBA on whether payroll calculations are based on: 
(i) one-year period before the date on which the loan is made, or (ii) the 2019 calendar 
year. It is also possible that the  number to use is being established by individual lenders.



Paycheck Protection Program:
Definition of Payroll 

How is payroll defined?
• Payroll includes salaries (capped at $100,000), wages, 

commission, payroll support (paid vacation, sick, medical 
and family leave), group healthcare benefits (including 
insurance premiums), retirement benefits and the 
payment of state or local taxes assessed on 
compensation
– It is not clear yet whether housing allowances are considered 

payroll
– As of now it seems that health and retirement benefits can be 

added on top of $100,000 salary cap



Paycheck Protection Program:
Definition of Payroll 

What is NOT included in the definition of payroll?
• Portion of salaries for individual employees in excess of 

$100,000 annually
• Payroll taxes and income taxes
• Compensation for employees with a foreign principal residence 
• Qualified wages for which a credit is permissible under another 

federal program (sick or family leave programs)
• Federal insurance contributions (FICA)
• Fees paid to independent contractors 



Paycheck Protection Program

Example:
• Organization A has 12 Employees and 1 Independent 

Contractor 
• No employees are earning more than $100,000 annually
• Annual Payroll (2019 or last 12 months): $240,000 
• Average Monthly Payroll: $20,000[240,000/12]

– The independent contractor’s salary is not included

($20,000) [Average Monthly Payroll] x (2.5) = $50,000
Maximum loan amount is $50,000



Paycheck Protection Program

Example:
• Organization B has 8 employees
• One employee earning $120,000 and all other employees 

are making less than $100,000 annually
• Annual Payroll (2019 or last 12 months): $480,000

– The $120,000 salary is capped at ($100,000)
• Average Monthly Payroll: $40,000 [$480,000/12]

($40,000) [Average Monthly Payroll] x (2.5) = $100,000
Maximum loan amount is $100,000



Paycheck Protection Program:
Use of Funds

What can the funds be used for?
1. Payroll costs
2. Interest on mortgage obligations (not including 

prepayment or the payment of principal) existing 
prior to February 15, 2020

3. Rent under an enforceable lease agreement 
executed prior to February 15, 2020

4. Utility payments for which services began prior to 
February 15, 2020



Paycheck Protection Program:
Loan Terms

What are the terms of the loan?
• SBA will guarantee 100% of the loan
• Interest rate is 1% 
• Loan is due in two (2) years
• No personal guarantee is required
• No collateral is needed to be pledged to secure the loan
• No administration fee will be charged (although participating lenders may 

charge a fee) 
• No prepayment penalties
• Nonrecourse (the lender has no claim against any member of a Non-profit 

Organization for non-payment), except if the proceeds are used for prohibited 
or illegal uses

• Repayment is deferred for six (6) months (interest will continue to accrue 
over this period)



Paycheck Protection Program:
Loan Forgiveness

How is the loan forgiven?
• FORGIVENESS IS NOT AUTOMATIC! 
• The organization will need to submit a loan forgiveness 

application to the servicing lender
• The lender must make a decision on the forgiveness of 

the loan within sixty (60) days from receipt of the 
forgiveness application

• The organization will need to submit evidence showing 
use of the funds (it is crucial to keep track of the 
funds!)



Paycheck Protection Program:
Loan Forgiveness

How much of the loan is forgiven (canceled)?

• Up to the full principal amount of the loan and any 
accrued interest if the funds were used for the 
permitted uses (payroll, rent, utilities and interest on a 
mortgage)

• 75% of the forgiven indebtedness must be used 
for payroll over the eight-week period



Paycheck Protection Program:
Loan Forgiveness

Can the forgiven amount be reduced?

• The forgiven amount can be reduced if:
– Employment and/or compensation (over 25% cut in 

compensation) are reduced during the eight-week period 
from receipt of the loan 
• Organization can restore the reduction in employees and/or 

compensation by June 30, 2020
– Adequate records evidencing the use of the funds are not 

provided to the lender 
– Funds are not used for the permitted purposes



Paycheck Protection Program:
Loan Forgiveness

Formula:
• Average number of full-time employees per month for the 

eight-week period from receipt of the loan 
DIVIDED BY

• the average number of full-time employees per month 
from February 15, 2019 to June 30, 2019 or January 1, 
2020 to February 29, 2020 (as such time period is elected 
by the Non-profit Organization)

Avg. FTE per month during 8-week period 
__________________________________________

Avg. FTE per month during 2/15/19-6/30/19 or 1/1/2020 to 2/29/2020



Paycheck Protection Program:
Loan Forgiveness

Example:
Organization A:
• Received a loan in the amount of $500,000 on 

4/15/2020
• Employs 20 full time employees and 2 part-time 

employees from 2/15/19 to 6/30/19 
• During the eight-week period 5 full-time employees 

and 1 part-time employee was fired, leaving 15 full-
time and 1 part-time employee

• No employees were hired back by June 30, 2020



Paycheck Protection Program:
Loan Forgiveness

Example:

Assuming Organization A has used the fund 
appropriately, how much of the loan will be forgiven?

15 FTE per month (8-week period)
________________________________  =
20 Avg. FTE per month (2/15/19-6/30/19)

= $375,000 will be forgiven ($125,000 will need to be paid back b/c the # of 
employees reduced by 25%)

0.75 X ($500,000) [loan amount]



Paycheck Protection Program:
Application Process

When can I apply?

• Non-profit organizations can start applying as soon as 
banks starts accepting applications (some banks 
have started accepting applications)

• The program will continue until June 30, 2020, but the 
funds are “first come, first served” so you should 
apply as soon as possible



Paycheck Protection Program:
Application Process

Where do I apply?

• An existing SBA lender or through any federally 
insured depository institution, federally insured 
credit union, and Farm Credit System institution
(loans do not come directly from the SBA)

• 100 Most Active SBA Lenders: 
https://www.sba.gov/article/2020/mar/02/100-most-
active-sba-7a-lenders



Paycheck Protection Program:
Application Process

How do I prepare to submit an application?
• Corporate approval - follow the guidelines for corporate approvals
• Payroll records (payroll summary reports with bank statements and IRS Form 

941) 
• Determine the loan amount 
• Twelve-month profit and loss statement (as of the date of the application)
• Corporate documents 
• TIN/EIN for your organization  
• Standard tax-exemption letter 
• Recent mortgage or rent statement 
• Recent utility bills
• Retirement statements documenting sum of all retirement plan funding paid by 

organization
• Health insurance statements documenting premiums paid by organization 

under a group plan



Paycheck Protection Program:
Corporate Governance

• Review Corporation Documents:
– Confirm organization’s corporate documents, certificate of incorporation, 

bylaws, and/or constitution, are in possession and current.
– Determine Voting Requirements:

• Confirm which corporate bodies (members/board) are required to 
vote on financial transactions of the corporation.
– Determine voting requirements of member vote (i.e. congregational vote) and 

board of directors/trustees vote.
• Determine Meeting Requirements:

– Confirm the process for calling a meeting.
– Determine if the meeting can be conducted 

telephonically/electronically/remotely by reviewing the corporate documents. 
– Determine what constitutes a quorum (the number of people necessary to 

attend).
– Determine how many votes are required to pass a resolution.



Paycheck Protection Program:
Corporate Governance

• Prepare Corporate Action:
– Supplementary Documentation

• Consult with your Lender:
– Consult your lender if they require any other corporate 

documents and approvals including a formal certificate of 
Secretary. The attached language approves a subsequent 
certificate of Secretary, if required



Paycheck Protection Program:
Application Process

• The Non-profit organization must certify to the 
following:
– Eligible to receive the loan under the rules in effect at the 

time of the application
– Employs less than 500 employees 
– Current economic uncertainty makes this loan request 

necessary to support the ongoing operations
– Funds will be used for the permitted uses described in the 

PPP and at least 75% will be used for payroll expenses
– Not engaged in illegal activity and will comply with civil 

rights 



Paycheck Protection Program:
Application Process

– Any SBA loan received between January 31 -
April 3, 2020 was for a purpose other than paying 
payroll costs and other permitted  uses loans 
under the PPP 

– Organization has not and will not receive another 
loan through PPP (only one loan through PPP is 
permitted)



Paycheck Protection Program:
Application Process



Paycheck Protection Program:
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Paycheck Protection Program:
Application Process



Paycheck Protection Program

Additional Sources:
• Sample Application: 

https://home.treasury.gov/system/files/136/Paycheck-
Protection-Program-Application-3-30-2020-v3.pdf

• SBA Fact Sheet: 
https://home.treasury.gov/system/files/136/PPP--
Fact-Sheet.pdf 

• Interim Final Rule: 
https://www.sba.gov/sites/default/files/2020-
04/PPP--IFRN%20FINAL_0.pdf



Navigating the Paycheck Protection Program: 
A Guide for Non-Profit Organizations 

Jodi Warren, Esq. (JWarren@cbmslaw.com)

Joseph Milano, Esq. (JMilano@cbmslaw.com)

Renato Matos, Esq. (RMatos@cbmslaw.com)

William McManus, Esq. (WMcManus@cbmslaw.com)

Thank you!
Please feel free to contact us:


