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Frequently Asked Questions  
about PPP and Related Relief

As you may know, the Paycheck Protection Program (PPP or Program) is a loan 
program established by the Coronavirus Aid, Relief, and Economic Security (CARES) 
Act in response to the unprecedented health and economic crisis we currently face. 
Implemented by the U.S. Small Business Administration, the PPP was created to aid 
certain businesses, nonprofit organizations, sole proprietors and other workers in 
continuing to pay their employees. 

Recently, Congress enacted new legislation, the Paycheck Protection Program 
Flexibility Act (PPPFA), which made some revisions to the original Program. Below are 
answers to some commonly asked questions regarding the Program and the revisions 
made by the PPPFA. These FAQs should serve as a general guide to better 
understanding the Program and its effects on businesses. 

If you have specific questions related to the PPP or the CARES Act that are  
not included here or in our previous CARES Act FAQs, please contact your local 
Mutual of America representative for assistance. 

This document is for informational purposes only and should not be construed as  
legal or tax advice. These answers relate only to products and services offered by 
Mutual of America Financial Group and may not be applicable to similar products or 
services offered in the marketplace.

For the telephone number of your local Mutual of America 
office, please visit mutualofamerica.com/regionaloffices,  
or call 800.468.3785.

https://sf-asset-manager.s3.amazonaws.com/96785/1195/481.pdf
http://mutualofamerica.com/regionaloffices
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A. Paycheck Protection Program Flexibility Act

Q: What is the Paycheck Protection Program 
Flexibility Act (PPPFA)?

A: Signed into law on June 5, 2020, the PPPFA revises 
the loan forgiveness rules and extends the time 
period allowed for businesses to spend their 
Paycheck Protection Program loan proceeds,  
among other things.

Q: Does the PPPFA change the loan 
forgiveness rules of the CARES Act?

A: Yes. Under the CARES Act, a loan forgiveness 
application had to be submitted within eight weeks  
of the loan origination. The PPPFA extends the time to 
apply for loan forgiveness to the earlier of (1) 24 weeks 
after loan origination or (2) December 31, 2020.

Q: Do my PPP loan proceeds have to be used 
by June 30, 2020?

A: No. The PPPFA has extended this initial June 30, 2020, 
date to December 31, 2020. This means existing 
borrowers will have a longer period during which to 
use the PPP funds. 

Q: What is the repayment term for PPP loans 
that are not forgiven?

A: To the extent PPP loans are not forgiven, they must 
be repaid within five years from the time a final 
decision on loan forgiveness is made. Under the 
original Program, the loan repayment period was 
two years. The new five-year period automatically 
applies to all loans disbursed after the date of the 
PPPFA, but may be applied to prior PPP loans if the 
lender and borrower agree to modify the original 
loan agreement terms.

Q: How much of loan proceeds may be used  
for nonpayroll costs?

A: Originally, a borrower could only use 25% of loan 
proceeds for nonpayroll costs to have the loan 
considered for forgiveness. The PPPFA changes  
that 25% to 40%.
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Q: How did the PPPFA change the rehire rules 
with respect to loan forgiveness?

A: Under the original Program, if, by June 30, 2020, the 
borrower rehired the workforce it had previously laid 
off, it could eliminate any reduction in the amount 
of the loan to be forgiven. The PPPFA extends the 
June 30 date to December 31, 2020. Additionally, the 
SBA eliminates loan forgiveness reductions due to 
a reduction in workforce from February 15, 2020, to 
December 31, 2020, if the borrower can document in 
good faith:

1. It had taken steps to rehire those workers, but the 
worker rejected the offer to be re-employed;

2. An inability to rehire employees who had been 
employed on February 15, 2020, and an inability 
to hire similarly qualified individuals for unfilled 
positions on or before December 31, 2020; or

3. An inability to return to the same level of business 
activity that existed before February 15, 2020, due 
to compliance with requirements or guidance from 
public health agencies (i.e., Health and Human 
Services, Centers for Disease Control and Prevention 
or Occupational Safety and Health Administration) 
to maintain standards of sanitation, social distancing 
or other COVID-19-related requirements designed 
to keep workers or customers safe.

Q: What happens if my PPP loan is not  
forgiven in whole?

A: Borrowers generally will be required to begin 
making payments. Under the original Program, loan 
repayments (for those amounts not forgiven) could 
be deferred for up to six months following loan 
disbursement. The PPPFA changes this six-month 
period to allow borrowers to defer repayments until 
such time as their lender receives payment from the 
SBA for amounts of the loan that have been forgiven. 
If the borrower does not apply for loan forgiveness, 

the deferral period is increased to 10 months  
following the expiration of the PPP (which is now 
December 31, 2020). 

Q: If my PPP loan is forgiven, am I also able to 
defer the 6.2% payroll tax? 

A: Yes. The PPPFA changed the original guidance, which 
provided that if an employer had a PPP loan forgiven, 
then the employer was not eligible for payroll tax 
deferral. The PPPFA allows employers who had a PPP 
loan forgiven to be able to defer the 6.2% payroll tax.

Q: Under the Paycheck Protection Program 
(PPP), is there a requirement that furloughed/
laid-off employees be brought back to work?

A: There is no requirement to bring furloughed/laid-off 
employees back. However, note that a PPP loan will be 
forgiven (in whole or in part) if its proceeds are used to 
maintain and support payroll. The loan amount that will 
be forgiven is based on the amount of the loan proceeds 
used on payroll costs, mortgage, rent and utilities in 
the eight-week period following the date that the loan 
is obtained. The amount forgiven is reduced by any 
reduction in payroll costs (either by layoffs/furloughs or 
salary reductions) compared to the periods of February 
to June 2019 or January to February 2020. 

Q: May an employer use PPP loan funds to make 
defined benefit contributions during the eight 
week measurement period of expenditures 
eligible for PPP loan forgiveness? 

A: The SBA has published interim final regulations 
and an application form with instructions for Loan 
Forgiveness, both of which have clarified that employer 
contributions made to a retirement plan (including 
a defined benefit pension plan) can be counted in 
determining the amount of loan forgiveness. 

A. Paycheck Protection Program Flexibility Act 
(continued) 
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Q: How much of the amount of the PPP loan  
can be forgiven? 

A: The government continues to provide guidance on 
aspects of PPP loans and forgiveness. The rules are 
subject to revision, and we cannot provide direct  
legal or banking advice. The CARES Act provided  
for up to 100% loan forgiveness if the borrower  
met certain conditions. Initially, Treasury and 
SBA guidance required as a condition for full loan 
forgiveness that at least 75% of the loan proceeds  
be used to pay for payroll costs. Under the PPPFA,  
only 60% of the loan proceeds is required to be  
used for payroll costs. 

Q:  If an employer makes a 3% Safe Harbor and 5% 
Profit Sharing contribution after the close of 
the plan year, can they use the proceeds of the 
PPP loan toward these contributions? 

A: The amount of forgiveness of a PPP loan depends 
on the borrower’s payroll costs over an eight-week 
period. The eight-week period begins on the date 
the lender makes the first disbursement of the PPP 
loan to the borrower. The lender must make the first 
disbursement of the loan no later than ten calendar 
days from the date of loan approval. While subject to 
further regulatory guidance, we believe that payroll 
costs would include a pro rata portion of the employer 
contributions to the plan made during the eight-week 
period following the loan. 

A. Paycheck Protection Program Flexibility Act 
(continued) 
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B. Other PPP-Related Questions

Q: How do I calculate the maximum amount  
I can borrow under the Paycheck  
Protection Program?

A: The following methodology, which is one of the 
methodologies contained in SBA guidance, may  
be useful: 

i. Step 1: Aggregate payroll from the last  
12 months for employees whose principal place  
of residence is the United States.

ii. Step 2: Subtract any compensation paid to 
an employee in excess of an annual salary 
of $100,000 and/or any amounts paid to an 
independent contractor or sole proprietor in  
excess of $100,000 per year.

iii. Step 3: Calculate average monthly payroll costs. 
(Divide the amount from Step 2 by 12.)

iv. Step 4: Multiply the average monthly payroll  
costs from Step 3 by 2.5.

v. Step 5: Add the outstanding amount of  
an Economic Injury Disaster Loan (EIDL)  
made between January 31, 2020, and  
April 3, 2020. 

Additional guidance has clarified that contributions 
made to an employer-sponsored retirement plan 
are a “payroll cost” that should be included when 
calculating a borrower’s maximum loan amount. 

Q: May an employer include employee 
contributions toward the calculation of  
loan forgiveness?

A: The loan forgiveness application, which was released 
on May 15 by the SBA, specifically states that 
employee contributions to a plan are not counted 
toward the calculation of loan forgiveness. 

Q: Since there is a cap on compensation 
of $100,000, does that also apply as a 
compensation limit for using the proceeds 
of the loan on employer contributions to 
employee retirement plans? 

A: The CARES Act excludes from the definition of 
payroll costs any employee compensation in excess 
of an annual salary of $100,000. The exclusion of 
compensation in excess of $100,000 annually applies 
only to cash compensation, not to noncash benefits, 
including employer contributions to defined benefit or 
defined contribution retirement plans.



B. Other PPP-Related Questions (continued)

Q: Are employer contributions that are paid  
using Payroll Protection Program loans also  
tax deductible?

A: IRS Notice 2020-32 explains that recipients of Payroll 
Protection Program loans cannot claim a tax deduction 
for ordinary business expenses (such as payroll and 
employer contributions to retirement plans) that are 
paid for with proceeds from a PPP loan that is forgiven. 
In other words, if an employer used PPP funds to pay 
for salaries or retirement plan contributions, and the 
loan is forgiven, the employer may not then claim a tax 
deduction for the amount of salary and contributions 
made with loan proceeds.

Q: Will PPP loans with an original principal 
amount of less than $2 million be automatically 
categorized as having made the required 
certification concerning the necessity of the 
loan request?

A: Yes. The IRS created a safe harbor for PPP borrowers 
of less than $2 million. Under the safe harbor, the 
SBA will accept the self-certification of the borrower 
that the current economic uncertainty makes the loan 
request necessary to support the ongoing operations 
of the PPP applicant.

The reasoning behind this safe harbor, according 
to the IRS, is that borrowers with loans below this 
threshold are generally less likely to have had access 
to adequate sources of liquidity than borrowers who 
obtained larger loans. Additionally, borrowers with 
loans below this threshold are considered more likely 
to have had limited resources when seeking to retain 
and/or rehire employees. The SBA instead will focus 
its audit resources and reviews on larger loans, given 
the large volume of overall PPP loans.

Q: Are only those organizations that are subject to 
federal discrimination laws eligible for loans?

A: No. The SBA released an interim final rule that 
provides guidance on nondiscrimination obligations 
and additional eligibility requirements for loans. This 
interim final rule states that even though SBA loan 
rules generally require full compliance with federal 
discrimination laws, entities such as single-sex 
schools, single-sex emergency shelters or faith-based 
organizations (which operate under other federal 
discrimination law limitations and/or exemptions)  
can still be eligible for a PPP loan. As such, these  
types of organizations can benefit from the safe 
harbor established.

For the telephone number of your local Mutual of America 
office, please visit mutualofamerica.com/regionaloffices,  
or call 800.468.3785.

This content is for informational purposes and does not constitute legal or tax advice. You should consult your tax adviser or attorney regarding your 
individual circumstances.

PPP FAQ © 2020 Mutual of America Life Insurance Company. 6/20

Mutual of America Life Insurance Company
320 Park Avenue, New York, NY  10022-6839
mutualofamerica.com  •  800.468.3785  •  

Mutual of America Life Insurance Company is a registered Broker-Dealer. Mutual of America® 
is a registered service mark of Mutual of America Life Insurance Company.

http://mutualofamerica.com/regionaloffices

