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The Paycheck Protection Program Q&A for HR Professionals 
 
The Paycheck Protection Program (PPP) is a loan program that originated from the Coronavirus Aid, Relief, and 
Economic Security (CARES) Act. The loans are designed to keep small businesses running, employees on payroll 
and give employers a potentially forgivable loan to help them cover their costs. The loans are backed by the Small 
Business Administration (SBA). On June 5, 2020, the PPP Reform Bill was signed, relaxing some of the original 
loan forgiveness provisions. On December 27, 2020, the Consolidated Appropriations Act 2021 was passed to offer 
an extension of the Bill. Most provisions remain the same, but there are a few exceptions.  
 
MRA has compiled a list of questions and answers about the PPP to assist HR professionals with the basic 
workforce requirements for loan forgiveness. For additional information, please review the U.S. Treasury FAQs 
found on the CARES Assistance for Small Businesses webpage.  
 

Although MRA is monitoring and updating as new information becomes available, we strongly 
encourage employers consult with their CPA, tax advisor, and legal counsel for financial 
decisions. Updated 12/28/20 
 
Q: Who is eligible for a PPP loan?  
A: Employers of up to 500 employees may still apply for a first-time loan. Second-round PPP loans are available to 
employers with less than 300 employees and includes: 

• Small businesses or non-profit 501(c)(3) and 501(c)(6) organizations;  

• Small businesses, 501(c)(19) veteran’s organizations or tribal concerns that meet the SBA size standards; 

• Sole proprietors, independent contractors, or self-employed individuals;  

• Shuttered live venues, independent movie theaters, cultural institutions; 

• Businesses in low-income and minority communities. 
 
Franchises and hospitality businesses (NAICS codes beginning in 72) with multiple locations, even if they have 
more than 300 employees, may be eligible on a per location basis. 
 
Q: Can companies apply for the second round of PPP loans if they have already received funding through 
PPP? 
A: Yes. Businesses facing severe revenue reductions may apply for a second loan. Qualifications include: 

• Businesses who have used or will use the full amount of the first-round PPP loan. 

• Businesses who can show a 25% reduction in gross revenue for any quarter of 2020 compared to the 
same quarter in 2019. 

• Fewer than 300 employees. 
 
Q: What can employers use the PPP loan for?  
A: The overarching goal of the funds is to keep workers paid and employed. PPP funds can be used for the 
following purposes:  

• payroll costs; employee salaries, commissions, or similar compensations (capped at $100,000 on an 
annualized basis for each employee); 

• costs related to the continuation of group health care benefits during periods of sick, medical, or family 
leave, and insurance premiums and retirement payments; 

• mortgage interest (not principal); and 

• rent and utilities.  
 
Q: How much may companies borrow? 
A: Most companies may apply for amounts up to 2.5 times the average monthly payroll amount. This can be based 
on 2019 amounts or a one-year lookback from the date of the application. The maximum loan amount is 
$2,000,000. Businesses operating in the food and restaurant business may apply for up to 3.5 times the average 
monthly payroll. 
 

http://www.mranet.org/
https://www.congress.gov/bill/116th-congress/house-bill/748/text
https://www.congress.gov/bill/116th-congress/house-bill/748/text
https://www.federalregister.gov/documents/2020/06/01/2020-11536/business-loan-program-temporary-changes-paycheck-protection-program-requirements-loan-forgiveness
https://docs.house.gov/billsthisweek/20201221/BILLS-116HR133SA-RCP-116-68.pdf
https://home.treasury.gov/policy-issues/cares/assistance-for-small-businesses
https://home.treasury.gov/policy-issues/cares/assistance-for-small-businesses
https://www.nav.com/wp-content/uploads/2020/03/SBA-Table-of-Size-Standards_Effective-Aug-19-2019.pdf
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Q: Can PPP loans be forgiven?  
A:  Yes. Loan forgiveness will be provided for the sum of documented payroll costs, covered mortgage interest 
payments, covered rent payments, property damage due to civil unrest, and covered utilities. The second round of 
PPP also allows for software, cloud computing, and other human resources or accounting software programs or 
updates needed; the cost of PPE equipment or systems; and covered supplier costs for outstanding invoices, POs, 
or purchases made to keep operations going. As of December 27, 2020, the following general conditions apply: 

• Twenty-four Week Period: Funds are given for up to twenty-four weeks for qualifying purposes, starting 
from the day the first payment is made to the employer by the lender or the first day of the first payroll 
period following the loan disbursement date. The period expires March 31, 2021. 

• Payroll Cost Requirements: Sixty percent of the funds must be spent on payroll costs for first-time loan 
recipients, which means no more than 40% of the forgiven amount may be for non-payroll costs. Second-
round recipients are eligible for up to 70% of wages or $10,000 per quarter.  

• Staffing and Salary Requirements: Loan forgiveness is based on the employer maintaining or rehiring 
employees and maintaining salary levels. Forgiveness might be reduced if the average amount of full-time 
equivalent employees decreases, or if salaries and wages decrease during the covered loan period. 

 
Q: Are employers who receive a PPP loan also eligible for the employee retention tax credit under the 
CARES Act? 
A: Yes. Employers who receive a PPP loan are eligible for the employee retention tax credit that was extended 
through June 30, 2021. The updated retention tax credit is for employers with 500 or fewer employees if they: 

• experience a decline in gross receipts by more than 20% in a quarter compared to the same quarter in the 
prior year (there is a safe harbor for employers allowing them to use prior quarter gross receipts to 
determine eligibility). 

Covered employers may qualify for a refundable payroll tax credit of 70% of qualified wages, up to $10,000 per 
employee per quarter. Employers are allowed to receive these tax credits and a PPP loan, as long as they don’t 
cover the same payroll expenses. 
 
Q: Can an employer use PPP funds to compensate an independent contractor?  
A: No. Per the Treasury Department guidance, amounts paid to an independent contractor or sole proprietor are 
excludable from the eligible business’s payroll costs.  
 
Q: Do PPP loans cover employer-provided paid leaves of absences?  
A: Yes. PPP loans cover payroll costs, which include employer paid benefits such as vacation, parental, family, 
medical, and sick leaves.  
 
Q: If an employer laid off employees before receiving a PPP loan, and doesn’t have enough work yet to 
ramp back up, should they bring employees back on payroll so more of the loan money is forgivable? Or 
should employers use PPP funds to pay laid off employees to stay home? 
A: Keeping workers paid and employed is one of the main goals of the PPP. As part of the PPP loan process, 
employers have to certify that the funds are “necessary for continued operations” and will be used to “maintain 
payroll or make mortgage interest payments, lease payments, and utility payments.” Employers should weigh the 
business and workforce needs and make the best decision on what is necessary for continuing operations as 
intended by the funds. 
 
Q: Can a non-essential business, subject to a shelter in place order, bring back staff to their location for 
the primary purpose of loan forgiveness?  
A: Employers that receive PPP loans remain subject to applicable shelter in place or safer at home orders. In most 
instances, this means that if a non-essential business receives a PPP loan, the funds may not be used to return to 
regular onsite operations if a shelter in place order is still in effect. However, funds may be used to keep employees 
employed and working remotely, or applied to costs related to employer-provided paid leave.  
 
Q: How will an employer’s PPP loan forgiveness be affected if laid off employees refuse to return to work 
because they found another job or they want to keep collecting unemployment insurance benefits? 
A:  Keep in mind that the intent of the program is for employers to restore pay and workers previously laid off to 
continue operations, not to penalize employers if some workers are unavailable for rehire because they have 
voluntarily resigned from their position. Therefore, an employee may be excluded from loan forgiveness 
calculations if the employer: 
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• made a good-faith, written offer of rehire for the same salary/wage and number of hours as before the 
employee was laid off; and  

• documented the employee's rejection of that offer; and  

• informed the applicable state unemployment insurance office of the rejected offer of reemployment within 
30 days of the employee’s rejection of the offer (NOTE: Funding is included in the CARES Act extension to 
help process claims for employees refusing to return to work). 

 
Q: During the covered loan period, if an employee is terminated for performance, or impacted by a position 
elimination, how does this impact the PPP loan forgiveness for the employer? 
A: The intention of the PPP program isn’t to discourage employers from taking necessary employment actions to 
effectively run their business. The overall focus of the program is on providing enough funds so employers can 
bring workers back to their normal pay and duties so operations can be resumed. The loan forgiveness amount will 
not be affected in instances where a reduction in the number of FTEs occurred due to employees who were fired 
for cause, voluntarily resigned, or voluntarily requested and received a reduction of their hours. 
 
Q: If laid off employees are earning more in unemployment insurance benefits than their normal salary, 
should employers increase the employees’ pay rate temporarily to the maximum unemployment benefit? 
A: As a best practice, it is recommended to reinstate employees to their same level of pay, unless the decision is 
made to make it a permanent wage increase.  
 
Q: Are there specific records required from employers for PPP forgiveness?  
A: Yes. For purposes of loan forgiveness, employers need to document the proceeds used for qualifying costs in 
order to determine the amount of forgiveness. Please note that lenders may have additional requirements. 

• Documents verifying the number of full-time equivalent employees on payroll and their pay rates for the 
periods used to verify the staffing and pay requirements: 

o Payroll reports from payroll provider 
o Payroll tax filings (Form 941) 
o Income, payroll, and unemployment insurance filings from the state 
o Documents verifying any retirement and health insurance contributions 

• Documents verifying eligible interest, rent, and utility payments (canceled checks, payment receipts, 
account statements, etc.) 

 
 
 

 


