
On March 27, 2020, the Coronavirus Aid,
Relief, and Economic Security Act (CARES
Act) was signed into law, which initiated the
Paycheck Protection Program (PPP). To
address the small businesses' concerns
around the PPP and its loan forgiveness
component, on June 5, 2020, the Paycheck
Protection Program Flexibility Act of 2020
(Flexibility Act) was signed into law to
provide businesses with greater flexibility
received under the Paycheck Protection
Program (PPP). Below are seven key changes
in how the Flexibility Act modifies the PPP
loan provisions.

UPDATE: Congress has extended the deadline
for businesses to apply for loans under the
PPP program to August 8, 2020.  While the
deadline has been extended, some
participating banks and other lenders are not
accepting applicants.  Business clients who
missed the earlier June 30 application
deadline should act promptly to submit their
applications by August 8.

The Flexibility Act:
1. Extends the covered period for loan
forgiveness from eight weeks after the date of
loan disbursement to 24 weeks after the date of
loan disbursement (but no later than December
31, 2020), although employers who have already
received their loans retain the option to use an
eight-week covered period.

2. Lowers the requirement that 75% of the
proceeds be used for payroll purposes to 60%
during the 24-week period.  Additionally, a
borrower will be eligible for partial loan
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forgiveness, subject to at least 60% of the loan
forgiveness amount having been used for payroll
costs.

3. Extends the FTE safe harbor to February 15,
2020 levels from June 30, 2020 to December 31,
2020.

4. Provides a new safe harbor against a
reduction in loan forgiveness due to reduced FTE
numbers if the borrower can document the
inability to hire or rehire new employees is due
to the business’s inability to return to its pre-
February 15 operating levels due to compliance
of Covid-19 worker or customer safety
regulations.

5. Extends the deferral period for borrower
payments of principal, interest, and fees on PPP
loans to the date that SBA remits the borrower’s
loan forgiveness amount to the lender. If a
borrower has not applied for forgiveness of a
covered loan within 10 months after the last day
of the covered period, payments on principal,
interest, and fees will begin.

6. Potentially allows loan maturity to be
extended by a lender to up to 5 years.

7. Allows deferral of employer payroll taxes
which would be due 50% on December 31, 2021,
and 50% on December 31, 2022.

The Flexibility Act provides small businesses with
better loan terms, loosens requirements for how
business owners use the PPP funds, and extends
the time businesses have to use them.

https://www.congress.gov/116/bills/s3548/BILLS-116s3548is.pdf
https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-program
https://www.congress.gov/116/bills/hr6886/BILLS-116hr6886ih.pdf
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Disclaimer: This article is intended to provide 
Donahue Fitzgerald clients and contacts with 
general information. The content of this publication 
is for informational purposes only and is not legal 
advice. The law frequently changes and legal
matters are fact specific. Readers should obtain 
legal counsel to provide advice on a particular 
matter and should not act upon the information
contained in the publication without seeking 
professional counsel. Neither the presentation of 
the information in this publication nor the receipt of 
the information creates an attorney-client
relationship. Donahue Fitzgerald assumes no liability
for the use or interpretation of information
contained herein. 
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If you have any questions regarding the
Flexibility Act or need any other assistance,
please do not hesitate to reach out to us.
Donahue Fitzgerald’s employment attorneys are
committed to providing your business with our
best guidance and advice during these changing
times.

https://donahue.com/practice-areas/employment/

