facebook.com/MVLSProBono/
Maryland Volunteer Lawyers Service
@MVLSProBono
Maryland Volunteer Lawyers Service

Visit www.mvlslaw.org/events for more
info on upcoming training and clinics!

Resources for MVLS Volunteers:
Looking for Pro Bono Cases?

MVLS Pro Bono Portal:

https://mvlslaw.org/probonoportal

FREE Upcoming Training & Volunteer Opportunities:

More info: mvlslaw.org/events
Recordings of past trainings are available in the following
categories:
◦ December 8 – Principles of Harm Reduction and its Application
to Anti-Trafficking Work.
◦ December 8 – PPP: Recap and the Road to Forgiveness.
◦ December 17 – Older Adults and Financial Stability in Unstable
Times.

FREE Recorded Trainings:

Go to mvlslaw.org/recorded-trainings
Recordings of past trainings are available in the following
categories:
◦
◦
◦
◦
◦
◦
◦
◦

-Consumer
-Estate Planning & Estate Administration
-Expungement
-Family Law
-Housing
-Human Trafficking Prevention
-Tax
-Miscellaneous (business and soft skills)

NOT AN MVLS VOLUNTEER YET?
SIGN UP TODAY!
https://mvlslaw.org/availablecases/apply-to-be-a-volunteer-lawyer/

PPP 2.0
MI CHA E L MA RCH
S E NI OR A S S OCI ATE

CR E P EAU MOURG ES

SBA, in consultation with the U.S. Treasury Department,
reopened the Paycheck Protection Program (PPP) for First
Draw PPP Loans the week of January 11, 2021. SBA began
accepting applications for Second Draw PPP Loans on
January 13, 2021.

Paycheck
Protection
Program –
Second Draw

SBA is currently accepting Second Draw PPP loan
applications from participating lenders. Lender Match can
help connect you with a lender. You can also view all
lenders near you on a map.
At least $25 billion is being set aside for Second Draw PPP
Loans to eligible borrowers with a maximum of 10
employees or for loans of $250,000 or less to eligible
borrowers in low or moderate income neighborhoods.
◦ Compared to First Draw of PPP Funding

Borrowers can apply until March 31, 2021.
Applicants must have been in operation on Feb. 15, 2020
If you did not apply for the first draw you can still apply for
the second draw.

Second Draw – Loan Details
The Paycheck Protection Program is a loan designed to provide a direct incentive for small
businesses to keep their workers on payroll.
Prevent overburdening the unemployment system.
PPP Loans can be used to help fund payroll costs, including benefits, and may also be used to
pay for mortgage interest, rent, utilities, worker protection costs related to COVID-19,
uninsured property damage costs caused by looting or vandalism during 2020, and certain
supplier costs and expenses for operations.

Second Draw – Loan Details
PPP loans have an interest rate of 1%.
Loans issued prior to June 5, 2020 have a maturity of two years. Loans issued after June 5, 2020
have a maturity of five years.
Loan payments will be deferred for borrowers who apply for loan forgiveness until SBA remits
the borrower's loan forgiveness amount to the lender. If a borrower does not apply for loan
forgiveness, payments are deferred 10 months after the end of the covered period for the
borrower’s loan forgiveness (either 8 weeks or 24 weeks).
No collateral or personal guarantees are required.
Neither the government nor lenders will charge small businesses any fees.

Second Draw – Who May Qualify
Sole proprietors, independent contractors, and self-employed persons
Any small business concern that meets SBA’s size standards (either the industry size standard
or the alternative size standard)
Any business, 501(c)(3) non-profit organization, 501(c)(19) veteran’s organization, or tribal
business concern (sec. 31(b)(2)(C) of the Small Business Act) with the greater of:
• 500 employees, or
• That meets the SBA industry size standard if more than 500

Any business with a NAICS code that begins with 72 (Accommodations and Food Services) that
has more than one physical location and employs less than 500 per location

Second Draw – Who does not qualify
The Economic Aid Act also prohibits several additional categories of borrowers from receiving a Second Draw PPP
Loan under section 7(a)(37) of the Small Business Act.

A business concern or entity primarily engaged in political activities 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 that
describes itself as a think tank in any public documents;
Certain entities organized under the laws of the People’s Republic of China or the Special Administrative Region of
Hong Kong, or with other specified ties to the People’s Republic of China or the Special Administrative Region of
Hong Kong;

Any person required to submit a registration statement under section 2 of the Foreign Agents Registration Act of
1938 (22 U.S.C. 612);
A person or entity that receives a grant for shuttered venue operators under section 324 of the Economic Aid Act;
Entities in which the President, the Vice President, the head of an Executive department, or a Member of
Congress, or the spouse of such person owns, controls, or holds at least 20 percent of any class of equity; or

A publicly traded company, defined as an issuer, the securities of which are listed on an exchange registered as a
national securities exchange under section 6 of the Securities Exchange Act of 1934 (15 U.S.C. 78f).

Second Draw – Who does not qualify
Subsection (e)(9) of this IFR provides that an entity that has previously received a Second Draw PPP Loan may not
receive another Second Draw PPP Loan, as required by the Economic Aid Act.

In addition, subsection (e)(9) of this IFR provides that an entity that has previously received a Second Draw PPP
Loan may not receive another Second Draw PPP Loan, as required by the Economic Aid Act.
Subsection (e)(9) also prohibits an entity that has permanently closed from receiving a Second Draw PPP Loan
because paragraph 7(a)(37)(A)(iv) of the Small Business Act is best understood to describe existing businesses.
The Administrator, in consultation with the Secretary, has determined this provision is also necessary to maintain
program integrity, prevent abuse, and preserve the availability of Second Draw PPP Loan funds for businesses still
in operation. Preserving funds for such businesses is necessary because only businesses that are still in operation
will retain employees, which is a primary purpose of the PPP. A borrower that has temporarily closed or
temporarily suspended its business remains eligible for a Second Draw PPP Loan
What about criminal acts of owners?
What about businesses with delinquent licenses?

Second Draw – Who does not qualify
SBA may review any PPP loan, as the Administrator deems appropriate. 32 Subsection (i) of the IFR establishes
procedures relating to the handling of a Second Draw PPP Loan application by a borrower whose First Draw PPP
Loan is under review by SBA (“unresolved borrower”).
If a borrower’s First Draw PPP loan is under review by SBA and/or information in SBA’s possession indicates that
the borrower may have been ineligible for 31 Paragraph 7(a)(37)(N) of the Small Business Act. 32 85 FR 33010,
33012.
The First Draw PPP Loan it received or for the loan amount it received, the lender will receive notification from
SBA when the lender submits an application for a guaranty of a Second Draw PPP Loan and will not receive an
SBA loan number until the issue related to the unresolved borrower’s First Draw PPP Loan is resolved.
These procedures are designed to promote compliance with the eligibility requirements for Second Draw PPP
Loans by preventing additional loans from being made to borrowers that were not eligible for a First Draw PPP
Loan or received an impermissible loan amount. At the same time, these procedures do not disqualify an eligible
unresolved borrower from receiving a Second Draw PPP Loan, in recognition that many flags will be resolved in
the borrower’s favor. The Administrator, in consultation with the Secretary, has determined that these procedures
strike an appropriate balance between promoting program integrity and preventing abuse, while making Second
Draw PPP Loans available to all eligible borrowers as expeditiously as possible. SBA will set aside available
appropriations to fund Second Draw PPP Loans applied for by unresolved borrowers in the event they are
approved.

Second Draw – The 25% Rule
The main qualifier for the 2nd Draw
PPP loan is that the company must
have a 25% reduction in revenue
comparing one quarter in 2020 to the
same quarter in 2019.
For loans with a principal amount
greater than $150,000, the applicant
must submit documentation and or
information to substantiate the 25%
rule when applying.
If the loan is less than $150,000 the
test is administered when asking for
loan forgiveness – each lender may
process this differently.

Second Draw – NAICS Code
A NAICS Code is a classification within the North American Industry Classification
System. The NAICS System was developed for use by Federal Statistical Agencies for the
collection, analysis and publication of statistical data related to the US Economy.
Provided on Applicant’s tax returns. There is also a database at NAICS.com.
NAICS Codes that start with 72 – receive 3.5 times monthly payroll. Generally,
accommodation and food services.

Subsector 721—Accommodation

Second Draw –
NAICS Codes

721110

Hotels (except Casino Hotels) and Motels

721120

Casino Hotels

721191

Bed-and-Breakfast Inns

721199

All Other Traveler Accommodation

721211

RV (Recreational Vehicle) Parks and Campgrounds

721214

Recreational and Vacation Camps (except Campgrounds)

721310

Rooming and Boarding Houses, Dormitories, and Workers’ Camps

Subsector 722—Food Services and Drinking Places
722310

Food Service Contractors

722320

Caterers

722330

Mobile Food Services

722410

Drinking Places (Alcoholic Beverages)

722511

Full-Service Restaurants

722513

Limited-Service Restaurants

722514

Cafeterias, Grill Buffets, and Buffets

722515

Snack and Nonalcoholic Beverage Bars

Second Draw – How to Calculate Loan
Amounts
Self Employed Individuals - If you are self-employed and have no employees, and your principal place
of residence is in the United States, including if you are an independent contractor or operate a sole
proprietorship (but not if you are a partner in a partnership):
◦ Step 1: Find your 2019 IRS Form 1040 Schedule C line 31 net profit amount. If this amount is over $100,000,
reduce it to $100,000. If this amount is zero or less, you are not eligible for a PPP loan.
◦ Step 2: Calculate the average monthly net profit amount (divide the amount from Step 1 by 12).
◦ Step 3: Multiply the average monthly net profit amount from Step 2 by 2.5
◦ Step 4: Add the outstanding amount of any Economic Injury Disaster Loan (EIDL) made between January 31,
2020 and April 3, 2020 that you seek to refinance. Do not include the amount of any advance under an EIDL
COVID-19 loan (because it does not have to be repaid).
Your 2019 IRS Form 1040 Schedule C must be provided to substantiate the applied-for PPP loan amount. You
must also provide a 2019 IRS Form 1099-MISC detailing nonemployee compensation received (box 7), IRS
Form 1099-K, invoice, bank statement, or book of record establishing you were self-employed in 2019 and a
2020 invoice, bank statement, or book of record establishing you were in operation on February 15, 2020.

Second Draw – The Application

Second Draw – How to Calculate Loan
Amounts
How is the maximum First Draw PPP Loan amount calculated for S corporations and C corporations (up to $10
million)?

Step 1: Compute 2019 payroll costs by adding the following: 2019 gross wages and tips paid to your employees
whose principal place of residence is in the United States, up to $100,000 per employee, which can be computed
using:
◦ 2019 IRS Form 941 Taxable Medicare wages & tips (line 5c- As of January 17, 2021 column 1) from each quarter, Plus any
pre-tax employee contributions for health insurance or other fringe benefits excluded from Taxable Medicare wages & tips,
Minus (i) any amounts paid to any individual employee in excess of $100,000, and (ii) any amounts paid to any employee
whose principal place of residence is outside the United States; o 2019 employer group health, life, disability, vision, and
dental insurance contributions (portion of IRS Form 1120 line 24 or IRS Form 1120-S line 18 attributable to those
contributions);7 o 2019 employer retirement contributions (IRS Form 1120 line 23 or IRS Form 1120-S line 17); and o 2019
employer state and local taxes assessed on employee compensation, primarily state unemployment insurance tax (from state
quarterly wage reporting forms).

Step 2: Calculate the average monthly payroll costs (divide the amount from Step 1 by 12).
Step 3: Multiply the average monthly payroll costs from Step 2 by 2.5
Step 4: Add the outstanding amount of any EIDL made between January 31, 2020 and April 3, 2020 that you seek
to refinance. Do not include the amount of any advance under an EIDL COVID-19 loan (because it does not have
to be repaid).

Second Draw – The Application

First Draw – Loan Forgiveness
First Draw PPP Loans made to eligible borrowers qualify for full loan forgiveness if during the
8- to 24-week covered period following loan disbursement:
Employee and compensation levels are maintained
The loan proceeds are spent on payroll costs and other eligible expenses; and
At least 60 percent of the proceeds are spent on payroll costs.

A borrower can apply for forgiveness once all loan proceeds for which the borrower is
requesting forgiveness have been used. Borrowers can apply for forgiveness any time up to the
maturity date of the loan. If borrowers do not apply for forgiveness within 10 months after the
last day of the covered period, then PPP loan payments are no longer deferred, and borrowers
will begin making loan payments to their PPP lender.

Second Draw – Loan Forgiveness
Second Draw PPP Loans made to eligible borrowers qualify for full loan forgiveness if during
the 8 to 24 week covered period following loan disbursement:
Employee and compensation levels are maintained in the same manner as required for the
First Draw PPP loan
The loan proceeds are spent on payroll costs and other eligible expenses; and
At least 60 percent of the proceeds are spent on payroll costs

First Draw – Loan Forgiveness
1. Contact your PPP Lender and complete the correct form:
Your Lender can provide you with either the SBA Form 3508, SBA Form 3508EZ, SBA Form
3508S, or a Lender equivalent.
The 3508EZ and the 3508S are shortened versions of the application for borrowers who meet
specific requirements. Your Lender can provide further guidance on how to submit the
application.

First Draw – Loan Forgiveness

First Draw – Loan Forgiveness
Compile your documentation:
Payroll (provide documentation for all payroll periods that overlapped with the Covered Period or the Alternative Payroll Covered Period):
• Bank account statements or third-party payroll service provider reports documenting the amount of cash compensation paid to employees
• Tax forms (or equivalent third-party payroll service provider reports) for the periods that overlap with the Covered Period or the Alternative Payroll Covered Period:
•
•

Payroll tax filings reported, or that will be reported, to the IRS (typically, Form 941); and
State quarterly business and individual employee wage reporting and unemployment insurance tax filings reported, or that will be reported, to the relevant state

• Payment receipts, cancelled checks, or account statements documenting the amount of any employer contributions to employee health insurance and retirement plans
that the borrower included in the forgiveness amount
Non-payroll (for expenses that were incurred or paid during the covered period and showing that obligations or services existed prior to February 15, 2020):
• Business mortgage interest payments: Copy of lender amortization schedule and receipts verifying payments, or lender account statements
• Business rent or lease payments: Copy of current lease agreement and receipts or cancelled checks verifying eligible payments
• Business utility payments: Copies of invoices and receipts, cancelled checks or account statements
This list of documents required to be submitted to the Lender is not all-inclusive.

First Draw – Fraud
$4 billion in potential Paycheck Protection Program fraud identified. On September 1, 2020, the Select Subcommittee identified more
than $4 billion in potentially fraudulent PPP loans, and referred them to the Inspectors General at Treasury and SBA for further
examination
So far, the Justice Department has brought criminal charges against more than 80 people accused of stealing at least $127 million from
the relief program
In more than a dozen interviews, bank executives described the fraudsters’ methods. Many attempts were lazy and unsophisticated, like
listing employees who all made the same salary. Others had many employees collecting a monthly paycheck of $8,333, reflecting a
$100,000 salary, the largest that a Paycheck Protection Program loan could be used to subsidize.
Fabricated documents were also common: doctored payroll lists, faked business tax returns and modified bank statements. One lender,
who asked for anonymity to describe her company’s security measures, used a software tool to detect alterations on PDF files; it flagged
thousands of forgeries.
Criminal Complaint against man in Hawaii - bluster and threats - Martin Kao, obtained $12.8 million in loans from the program by lying
about his company’s head count and payroll, according to prosecutors. When a local bank hesitated to approve his application, Mr. Kao
barraged its employees with emails, claimed he worked “very closely” with government officials and demanded to know if the bank’s
executives were “willing to get onto a call with Congress.” A few days later, the bank approved his loan. (Mr. Kao and his lawyer did not
respond to requests for comment.)

First Draw – Fraud
One large unidentified lender on about 131,000 approved or pending loans, Clearforce found 181
applicants had recent felony convictions — a clear violation of the program’s rules. If that rate held
across all of the program’s 5.2 million borrowers, that would mean about $1 billion in improper loans
went to felons
Smaller loans are mostly flying through the forgiveness process but those over $2 million received
increased levels of scrutiny and many are still waiting loan forgiveness approval.
“We’re concerned that we’re going to get stuck and have trouble getting our money back from the
government on some loans,” said Ira Robbins, the chief executive of Valley National Bank, which
made nearly 13,000 loans. NY Times
“There’s more fraud associated with unemployment payments, and no one is talking about closing
the unemployment program,” Mr. Robbins said. “There’s a huge need for more stimulus, and over all,
I think the government did a really good job in the speed with which they got this aid out.”
https://coronavirus.house.gov/sites/democrats.coronavirus.house.gov/files/InterimStaffReport10.30.
20.pdf
◦ Lending connections were very important on the first draw

