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New legislation is about to make the Paycheck Protection Program (PPP) loan forgiveness criteria much more 
flexible. President Trump should sign the Paycheck Protection Program Flexibility Act of 2020 imminently. It 
will give new PPP borrowers and existing loan recipients more options, and make it much easier to obtain 
complete loan forgiveness. The new law will change PPP loan terms for borrowers in the following ways: 

• Covered Period Extended.  New borrowers will have 24 weeks or until December 31, 2020, to spend funds
   for loan forgiveness purposes. Existing borrowers will be able to choose if they would like to extend their
   spending window to 24 weeks or keep their original 8-week period.

• Payroll Expense Requirement Lowered (Sort Of…).  The percentage of loan funds that borrowers must
   spend on qualified payroll expenses for loan forgiveness dropped from 75% to 60%. However, according to
   the new law, if a borrower does not direct at least 60% of the loan proceeds to payroll during the spending
   period, they must repay their loan in full. Previously, a borrower could have a portion of their loan forgiven
   so long as 75% of that portion (rather than the entire loan amount) was spent on payroll expense. 

• Changes to Loan Terms.  New borrowers now have five years to repay any loan balance that does not
   qualify for forgiveness. Existing borrowers can either keep their two-year loan term or increase it to five
   years. The guaranteed interest rate remains 1%.

• Measurement Date Delayed.  Borrowers now have until December 31, 2020, to restore employee counts
   and wages to pre-pandemic levels to qualify for full forgiveness.

• Excludable Employees.  Loan recipients can already exclude people who refuse to return to work following
   a written offer from their full-time employee count which is used in the calculations requiring the forgivable
   amount be reduced for employers who do not maintain their workforce. People who quit or are fired
   for cause during the spending period do not count against a borrower’s number of employees used for
   forgiveness purposes either. The new law will also allow borrowers to reduce their full-time employee
   count if they either: (1) cannot find a qualified replacement employee; or (2) cannot restore their business
   to pre-pandemic status as of February 15, 2020, due to the impact of COVID-19.

• Expansion of Payroll Tax Provisions.  PPP loan recipients will now be able to delay payment of their payroll
   taxes over the next two years, like other businesses.

The new law will take effect immediately. The provisions that change the original loan requirements in the 
Coronavirus Aid, Relief, and Economic Security (CARES) Act will apply as if they were part of the original law. 
We expect the Small Business Administration will issue new regulations to implement these legislative changes 
shortly. 

We are now offering a comprehensive PPP loan assistance program.  For additional help, please email us at 
engage@mzqconsulting.com.  Additional tips on how best to navigate these new waters from Jennifer Berman, 
our CEO and ERISA Counsel are also available here.

MZQ Consulting, LLC is not a law firm and cannot dispense legal advice.  Anything contained in this communication is not and should not be construed 
as legal advice.  If you need legal advice, please contact your legal counsel.
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