
Paycheck Protection Program Flexibility Act

Lisa T. Thomas, Partner | lthomas@shumaker.com | 843.996.1921 
John Pedro Dombrowski, Associate | jdombrowski@shumaker.com | 419.321.1411
Jan W. Pitchford, Partner | jpitchford@shumaker.com | 941.364.2710  

06.05.2020

and December 31, 2020, related to maintenance 
of standards for sanitation, social distancing, or 
other worker or customer safety requirements re-
lated to COVID-19.

•	 The loan recipient is able to document that it was 
unable to rehire its former employees and is un-
able to hire similarly qualified employees for the 
unfilled positions.

•	 The PPP loan maturity date was extended to five 
years from the original two years.  PPP loan recipients 
now have up to five years to repay the PPP loan.

•	 PPP loan repayment was deferred for a period of six 
months to one year under the CARES Act. The defer-
ral period for repayment of the PPP loan was revised 
to end on the date on which the amount of the for-
giveness is determined with respect to the PPP loan 
recipient’s PPP loan, unless the recipient fails to apply 
for loan forgiveness within 10 months of the last day 
of the recipient’s covered period, in which case the 
deferral period is 10 months from the last day of the 
covered period. 

•	 Congress also provided that any PPP loan recipient 
may defer payroll taxes through December 31, 2020, 
even if the loan recipient does not qualify for loan  
forgiveness.  

For the most up-to-date legal and legislative informa-
tion related to the coronavirus pandemic, please visit our 
Shumaker COVID-19 Client Resource & Return-to-Work  
Guide at shumaker.com. To receive the latest news and 
updates regarding COVID-19 straight to your inbox, sign 
up here.

On June 5, 2020, the Paycheck Protection Program 
(PPP) Flexibility Act became law. This Act amends 
the Small Business and CARES Acts to provide addi-
tional flexibility to recipients of PPP loans in achieving  
forgiveness of the loan and other benefits. Congress 
adopted the following provisions:

•	 Previously, to receive loan forgiveness, the PPP 
loan recipient was required to use at least 75 per-
cent of the PPP loan proceeds for payroll costs. If 
the loan recipient used a smaller percentage, no 
matter what the percentage was, those proceeds 
used for payroll costs were forgivable (assuming 
other requirements were met). Congress lowered 
that percentage to 60 percent, but under the PPP 
Flexibility Act, the entire loan will not qualify for for-
giveness if the PPP loan recipient uses less than 
60 percent of the proceeds for payroll costs. This 
“cliff” may be remedied by regulatory guidance. 

•	 The “Covered Period” of the PPP loan is extended 
until the earlier of 24 weeks after the origination of 
the recipient’s PPP loan or December 31, 2020. Pre-
viously, the PPP loan recipient had eight weeks to 
use the proceeds for the intended purposes and 
to qualify for forgiveness of the loan. A PPP loan 
recipient that received a loan prior to the date of 
this Act may elect to use the shorter eight-week 
covered period. 

•	 Congress added two provisions exempting the 
PPP loan recipient from the requirements for loan 
forgiveness related to restoring its payroll and re-
hiring its employees if:

•	 The loan recipient is able to document that it is 
unable to return to the same level of business 
prior to the recipients operations before Feb-
ruary 15, 2020, due to compliance with federal 
requirements or guidance from Department 
of Health and Human Services (DHHS), Cen-
ters for Disease Control and Prevention (CDC), 
or Occupational Safety and Health Adminis-
tration (OSHA) issued between March 1, 2020 

Client Alert
Business Information for Clients and Friends  
of Shumaker, Loop & Kendrick, LLP

This is a publication of Shumaker, Loop & Kendrick, LLP and is  
intended as a report of legal issues and other developments of  
general interest to our clients, attorneys and staff. This publication is not 
intended to provide legal advice on specific subjects or to create an  
attorney-client relationship.

shumaker.com

      Thomas             Dombrowski          Pitchford

https://www.shumaker.com/client-resource-center
https://www.shumaker.com/client-resource-center
http://www.shumaker.com
https://www.shumaker.com/client-resource-center-subscription
https://www.shumaker.com/client-resource-center-subscription
http://www.shumaker.com
https://www.linkedin.com/company/shumaker-loop-&-kendrick-llp/
https://twitter.com/SLKLAW
https://www.facebook.com/ShumakerLoopKendrick/timeline
https://www.youtube.com/user/slklaw
https://www.instagram.com/shumakerlaw/

