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Payment Protection Program Update

For business owners unable to secure Payment Protection Program (PPP)
funding from the initial relief package, the opening of a second round of funding

on Monday, April 27 brought good news. An additional $310 billion was

authorized by Congress along with a recommendation that businesses apply
quickly based on the experience of allocating previous funds. Many business
owners and lenders had applications ready to submit based on previous PPP

submissions which may prove helpful as some industry experts believe funds

could be allocated within the week.

The PPP is a Small Business Administration (SBA) loan program resulting from
the CARES Act and is designed to apply to small businesses with a maximum of
500 employees. It functions on a first-come-first-serve basis and enables
businesses to apply for a loan of up to 2.5 times their monthly payroll costs, with
a maximum of $10 million. In the first round of funding, businesses applied for the

nearly $350 billion in loans exhausting the program in less than two weeks.

Distribution of initial PPP relief funds brought to light challenges of access and
opportunity faced by small businesses. Some recipients of the first PPP
assistance included large chain restaurants with thousands of employees, raising
criticism that the program overlooked smaller restaurants and businesses. As a
result, the new funding has implemented additional accountability measures and
the SBA advised that all borrowers should consider the loan certification
requirement that "current economic uncertainty makes this loan request

necessary to support the ongoing operations of the applicant.”


https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-program#section-header-0
https://www.cnn.com/2020/04/27/politics/state-of-play-paycheck-protection-program-small-business-administration/index.html
https://www.inc.com/brit-morse/paycheck-protection-program-reaches-cap-small-business-loans-cares-act.html
https://www.esquire.com/food-drink/restaurants/a32190986/cares-act-chains-independent-restaurants/
https://www.esquire.com/food-drink/restaurants/a32190986/cares-act-chains-independent-restaurants/
https://home.treasury.gov/system/files/136/Paycheck-Protection-Program-Frequently-Asked-Questions.pdf
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Concerns remain, however, that this guidance does not change the formal rules
of the program and does not prevent large companies from seeking relief.
Backlash from the initial funding efforts have prompted several companies such
as Ruth’s Hospitality Group, Potbelly, the Los Angeles Lakers, and the Shake

Shack to take measures of good faith and return previously allocated funds.
Randy Garutti, CEO of Shake Shack, shared he will "immediately return the
entire $10 million PPP loan we received ... to the SBA so that those restaurants

who need it most can get it now".

In support of additional funding efforts, the Treasury Department has worked to
broaden access to PPP loans. On the lender side, a provision of the new funding
measure ensures that $60 billion is set aside for community banks and smaller
credit unions. Specifically, $30 billion of the $310 billion will go to credit unions
and lenders with less than $10 billion in assets, and the other $30 billion to
institutions with between $10 billion and $50 billion in assets. This effort is
intended to widen the net for small businesses, increasing the opportunities for

local companies who do not have an existing credit line or loan with a large bank.

For more information on PPP, its guidelines, and how to calculate a loan amount,
visit the SBA’s PPP website.



https://www.cnbc.com/2020/04/23/ruths-chris-steakhouse-owner-says-it-will-repay-20-million-in-small-business-loan.html
https://www.cnbc.com/2020/04/25/potbelly-to-return-10-million-ppp-loan-after-outrage.html
https://www.cnn.com/2020/04/27/business/los-angeles-lakers-return-ppp-loan-trnd/index.html?utm_term=1588068525983bcdb2671d40a&utm_source=Five+Things+for+Tuesday%2C+April+28%2C+2020&utm_medium=email&utm_campaign=201629_1588068525986&bt_ee=tEEiocdtH7BWN5YDYm3Ax6FF%2F6QHZCrRCQW4uZZVCVOuS5t4nBkVx6rMB6tEmerW&bt_ts=1588068525986
https://www.npr.org/sections/coronavirus-live-updates/2020/04/20/838439215/shake-shack-returns-10-million-loan-to-u-s-program-for-small-businesses
https://www.entrepreneur.com/article/349669
https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-program#section-header-0

