
BTAX OnPoint

Paycheck Protection 

Program: Key Changes       

for 2021
Bloomberg Tax & Accounting Analysts

Originally Released Jan. 19, 2021; Updated Feb. 1, 2021

A PowerPoint version of this presentation is available here.

https://aboutbtax.com/U7Q


2

• The 2021 Consolidated Appropriations Act, enacted Dec. 27, 2020, established an ability 

for some employers that already acquired a PPP loan to acquire a second PPP loan, 

eliminated a provision which prevented employers that acquired a PPP loan from also 

using the employee retention credit, and made other changes to the PPP for 2021. 

• An employer’s first PPP loan now is known as a first draw loan and the second PPP 

loan that some small employers can acquire is known as a second draw loan.

• Applications for PPP loans are to be accepted until March 31, 2021. 

• PPP loans continue to be viewed as a particularly auspicious option for employers 

because an employer that fulfills certain conditions is able to acquire forgiveness of all 

or part of the principal of a PPP loan and the accrued interest on that principal.

• The forms that an employer can use to acquire forgiveness of all or part of a PPP loan 

that it received were modified for 2021. For more information about PPP loan 

forgiveness, see the BTAX OnPoint: Paycheck Protection Program Loan Forgiveness. 

About This Presentation

https://www.bloomberglaw.com/product/tax/document/XFA5AER0000000
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• The types of costs that a first draw loan can cover are the same as those that a second draw 

loan can cover. The types of costs that first draw and second draw loans cannot cover also 

are the same.

• The 2021 Consolidated Appropriations Act established four additional types of nonpayroll 

costs that can be covered by a PPP loan and for which forgiveness can be acquired: 

covered operations expenditures, covered property damage costs, covered supplier 

costs, and covered worker protection expenditures. 

• A PPP loan that was disbursed to a borrower before enactment of the 2021 Consolidated 

Appropriations Act can retroactively cover these four additional types of nonpayroll 

costs unless the loan was forgiven before Dec. 27, 2020. 

Changes to Types of Costs That Can Be Covered By PPP Loans
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• Covered operations expenditures are payments for business software or cloud computing services 

that facilitate business operations; product or service delivery; the processing, payment or tracking of 

payroll expenses; human resources, sales, and billing functions; or accounting or tracking of supplies, 

inventory, records, and expenses. 

• Covered property damage costs are costs related to property damage and vandalism or looting due to 

public disturbances that occurred during 2020 that were not covered by insurance or other 

compensation. 

• Covered supplier costs are payments made to a supplier of goods for supplying goods that are 

essential to the payer’s operations at the time the payment was made and that are made under the terms 

of a contract, order, or purchase order that either was in effect before the covered period of the payer’s 

PPP loan or, if the payment was with regard to perishable goods, was in effect before or during the 

covered period. 

• Covered worker protection costs are costs expended to achieve compliance with federal, state, or 

local government requirements or guidance issued since March 1, 2020, and up to when the national 

emergency declaration for the coronavirus pandemic concludes, related to the maintenance of standards 

for sanitation, social distancing, or worker or customer safety measures related to Covid-19. 

Changes to Types of Costs That Can Be Covered By PPP Loans
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• Employers that acquired their first Paycheck Protection Program loan, i.e., the first draw loan, 

may acquire a second Paycheck Protection Program loan, i.e., a second draw loan, if 

they fulfill three eligibility conditions.

• The first eligibility condition is that an employer that acquired a first draw loan either must 

have already fully used the first draw loan or will have fully used the first draw loan by 

the expected date of disbursement of its second draw loan, with the employer having 

used the full amount of the first draw loan only for authorized payroll costs and authorized 

nonpayroll costs.

• The second eligibility condition is that the employer must have up to 300 employees. 

• The third eligibility condition is that the employer must have had at least a 25% decline in 

gross receipts in a qualifying quarter of 2020 compared with the same relative quarter in 

2019. For second draw loan applications submitted in 2021, a sufficient decline in gross 

receipts can be demonstrated based on comparative data for the first, second, third, or 

fourth quarters. 

Requirements for Acquiring a Second Draw Loan
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• The amount of the second draw loan that a qualifying employer may acquire is calculated as 

follows:

̶ Step 1: Aggregate the gross payroll costs (before deductions of taxes) for either 2019 or 2020 for 

employees whose principal place of residence is the U.S. 

̶ Step 2: Subtract from the aggregate determined in Step 1 any compensation paid to an employee that 

on an annualized basis is in excess of an annual salary of $100,000 and/or (for individuals operating 

under a sole proprietorship or as an independent contractor or eligible self-employed individual) any 

amounts paid to an independent contractor or sole proprietor in excess of $100,000 per year. 

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

̶ Step 4: Multiply the average monthly payroll costs from Step 3 by 2.5, or, for an employer in the 

accommodation and food services industry sector (i.e., North American Industry Classification System 

Sector 72), multiply the average monthly payroll costs from Step 3 by 3.5. 

• Even with the aforementioned calculations, the maximum amount of the second draw loan 

that a qualifying employer may acquire is $2 million. 

Calculating Amount of An Employer’s Second Draw Loan
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• An employer that fulfilled the three eligibility conditions for acquiring a second draw loan can 

submit SBA Form 2483-SD, Paycheck Protection Program Second Draw Borrower 

Application Form, to acquire a forgivable second draw loan to cover authorized payroll costs 

and authorized nonpayroll costs. The form is submitted to the SBA participating lender 

through which the employer is to acquire the loan. 

• As with an employer’s SBA Form 2483 in connection with applying for a first draw loan, the 

employer, when seeking a second draw loan through filing SBA Form 2483-SD, must 

designate the purposes of the loan, i.e., the costs for which the loan will be used. 

• The employer also would need to specify on the form the employer’s average monthly 

payroll, the total requested second draw loan amount that is the result of multiplying the 

employer’s average monthly payroll by 2.5 (or 3.5 for an employer in the accommodation and 

food services industry sector, i.e., North American Industry Classification System Sector 72), 

the employer’s number of employees, the employer’s designated quarter of 2020 and 

corresponding quarter of 2019 that it is using to demonstrate that it experienced a reduction of 

gross receipts of at least 25%, and its gross receipts for those two quarters. 

Applying for a Second Draw Loan: SBA Form 2483-SD 
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• SBA Form 2483, which continues to be used for applying for first draw loans, was updated for 

2021 in the following regards:

̶ As there are now four additional types of nonpayroll costs that a PPP loan can cover (covered 

operations expenditures, covered property damage, covered supplier costs, and covered worker 

protection expenditures), SBA Form 2483 now includes them as qualifying purposes of the loan 

that an employer can select when applying for the loan.

̶ The previous version of SBA Form 2483 had eight questions on the first page for an employer to 

complete, located below the first page’s Applicant Ownership section, while the revised version for 

2021 has nine questions. Question 8 from the previous version, “Is the Applicant a franchise that is 

listed in the SBA’s Franchise Directory,” was split into two separate questions, of which the new 

Question 8 asks if the applicant is a franchise and Question 9 asks if the franchise is listed in the 

SBA’s Franchise Directory, with the applicant’s SBA Franchise Identifier Code to be provided if so.

̶ Updates were made to the wording of some of the certifications on the second page of the form, 

and the number of certifications to be initialed was expanded to 10 from the previous eight. 

Updates to Application for First Draw Loan: SBA Form 2483
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• Aspects of SBA Form 3508, Paycheck Protection Program Loan Forgiveness Application, and 

its two simplified variants (SBA Form 3508EZ and SBA Form 3508S) were modified in 

accordance with the 2021 Consolidated Appropriations Act and administrative 

implementations of the act’s provisions. Among the changes incorporated into the 2021 

versions of these forms are the following: 

̶ All three of the forms now have a North American Industry Classification System (NAICS) Code 

indicator at their top. In the context of second draw loans, average monthly payroll is multiplied by 3.5

for employers in NAICS Sector 72 instead of the standard multiplier of 2.5 to determine the amount of the 

second draw loan that can be requested, with the NAICS Code indicator on the loan forgiveness forms 

therefore helping verify amounts eligible for forgiveness.

̶ Checkboxes were added to each of the three of the forms to enable an employer to indicate whether the 

form is intended as an application for either forgiveness pertaining to a first draw loan or 

forgiveness pertaining to a second draw loan.

̶ Data-entry fields on all three forms for economic injury disaster loan (EIDL) advance amounts and 

application numbers were removed. Payroll schedule checkboxes and alternative payroll covered 

period data-entry fields also were removed from SBA Form 3508 and SBA Form 3508EZ. 

Updates to Applications for PPP Loan Forgiveness
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̶ SBA Form 3508S, which is the simplest of the three PPP loan forgiveness forms, now can be filed in 

connection with seeking forgiveness of a PPP loan of up to $150,000, whereas in 2020 Form 3508S 

could be used only in connection with seeking forgiveness of a PPP loan of up to $50,000. 

̶ The affiliate information used to determine if a borrower, together with its affiliates, received a total PPP 

loan amount in excess of $2 million was reformatted for all three forms so that there is a single 

checkbox that would be checked if the total amount of either first draw loans received by a borrower and 

its affiliates or second draw loans received by a borrower and its affiliates exceeds $2 million.

̶ Four lines were added to the Forgiveness Amount Calculation section of SBA Form 3508 and SBA 

Form 3508EZ, one for each of the additional types of nonpayroll costs that can be forgiven under the 

2021 Consolidated Appropriations Act, i.e., covered operations expenditures, covered property damages 

costs, covered supplier costs, and covered worker protection costs. The lines were added as new Lines 5 

to 8, with the previous lines starting with the previous Line 5 shifted to after the new Line 8 and 

maintaining their previous order. References to some lines after the new Line 8 to other lines were 

updated to accommodate the addition of four new lines and the renumbering of others.  

̶ A new certification was added to the list of initialed certifications on SBA Forms 3508 and 3508EZ to 

affirm that if the application was submitted for forgiveness of a second draw loan the borrower was 

eligible to receive that loan. The list of initialed certifications on Form 3508S was substantially reduced 

in length and now has two certifications, down from seven.

Updates to Applications for PPP Loan Forgiveness
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• Until the enactment Dec. 27, 2020, of the 2021 Consolidated Appropriations Act, an 

employer generally could not apply the employee retention credit against its employment tax 

liability if the employer acquired a loan through the Paycheck Protection Program, even if the 

employer did not receive forgiveness of all or part of the loan. 

• However, Section 206(c)(2)(B)(i) of Division EE of the 2021 Consolidated Appropriations Act 

eliminated the provision of the Coronavius Aid, Relief, and Economic Security (CARES) Act

that automatically precluded an employer from being able to use the employee 

retention credit if the employer acquired a PPP loan. This eliminated provision was Section 

2301(j) of the CARES Act. Section 206 also established limitations on treating some PPP 

loan amounts as qualified wages in the context of the employee retention credit.

• These provisions within Section 206 were, under Section 206(e)(1), retroactively effective “as 

if included in the provisions of the CARES Act to which they relate,” and as such, the ability to 

have used the employee retention credit while also having acquired a PPP loan is now 

retroactively in effect as of March 13, 2020, which under Section 2301(m) of the CARES 

Act is the first day for which the employee retention credit could apply.

Employee Retention Credit Can Be Used If PPP Loan Acquired
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• Under the combined effect of Sections 206(c)(1) and 206(c)(2)(A), an employer may treat 

amounts of a PPP loan that it acquired that were not forgiven (and that the employer 

does not anticipate will be forgiven) and that were expended on types of payroll costs 

eligible to be covered by a PPP loan as qualified wages for the purpose of the employee 

retention credit, subject to the maximum amount of qualified wages upon which the credit 

may be based. 

• PPP loans may be partially forgiven and partially not forgiven and PPP loan amounts may be 

spent on either eligible payroll costs or eligible nonpayroll costs, so even if part of the total 

amount of a PPP loan was used for payroll costs and not forgiven (and the employer does not 

anticipate the amount will be forgiven), therefore making that part able to be treated as 

qualified wages for the employee retention credit, PPP loan amounts that were used to 

cover eligible payroll costs and that were forgiven (or that the employer anticipates will 

be forgiven) and PPP loan amounts that were used to cover eligible nonpayroll costs 

would not be able to be treated as qualified wages in the context of the employee 

retention credit.

Permitted, Precluded Uses of PPP Amounts for Retention Credit
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• If a particular PPP loan amount that an employer used for eligible payroll costs would be able 

to be forgiven if the employer applies for forgiveness with respect to that amount, the employer 

may choose to apply for forgiveness of that amount and forgo treating it as qualified wages for 

the employee retention credit or instead, without both options being able to apply to the same 

amount, may choose to forgo forgiveness of that amount and treat it as qualified wages for the 

employee retention credit, i.e., a PPP loan amount that potentially could be treated either 

as qualified wages for the employee retention credit or as a forgiven PPP loan amount 

can have one of these treatments, but not both, with the employer having the discretion 

of which treatment is used. 

Permitted, Precluded Uses of PPP Amounts for Retention Credit
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• A PPP loan amount which, because it was expended on eligible payroll costs, is able to be 

treated as either an amount of qualified wages in the context of the employee retention credit 

or an amount for which the employer is seeking PPP loan forgiveness is by default not 

considered to be payroll costs for which PPP loan forgiveness may be acquired and instead is 

considered by default to be qualified wages applicable to calculating the employee 

retention credit. An employer may choose to treat such an amount that by default would be 

qualified wages applicable to calculating the employee retention credit as an amount that 

would not be treated as qualified wages applicable to calculating the employee retention 

credit, with the amount instead able to be counted as part of the employer’s total PPP 

loan amount for which PPP loan forgiveness would be sought.  

• If an employer did not plan to treat as qualified wages in the context of the employee retention 

credit a PPP loan amount expended on eligible payroll costs and the employer applied to have 

the amount forgiven but forgiveness of that amount was denied, the employer may treat that 

PPP loan amount that was not forgiven as qualified wages in the context of the 

employee retention credit. 

Permitted, Precluded Uses of PPP Amounts for Retention Credit
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• The retroactive applicability as of March 13, 2020, of the elimination of the absolute preclusion 

on being able to both use the employee retention credit and acquire a Paycheck Protection 

Program loan has resulted in some employers that acquired a PPP loan in 2020 being able to 

retroactively claim the employee retention credit for at least one of the quarters of 2020.

• Section 206(e)(2) of Division EE of the 2021 Consolidated Appropriations Act enables an 

employer that filed an employment tax return such as Form 941 before Dec. 27, 2020, on which 

it could have applied the employee retention credit with respect to qualified wages for the period 

covered by the return against employment tax liability for that period but did not because it had 

acquired a PPP loan to have the choice of pursuing an opportunity to retroactively acquire 

the benefit of the credit. Such an employer can choose, “in such manner as the Secretary of 

the Treasury (or the Secretary’s delegate) shall prescribe),” to in general treat some types of 

amounts (to be specified in IRS guidance) that could have been treated as qualified wages 

for a 2020 quarter before the fourth quarter of 2020 but were not treated as such because 

the employer acquired a PPP loan as if they were qualified wages paid in the fourth 

quarter of 2020. The IRS is to issue guidance on how to precisely implement this provision of 

the 2021 Consolidated Appropriations Act.

Implications of Retroactive Preclusion Elimination
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PPP Loan Application Forms 

• 2021 SBA Form 2483

• 2021 SBA Form 2483-SD

PPP Loan Forgiveness Forms (Applicable to First Draw Loans and Second Draw Loans)

• 2021 SBA Form 3508, Plus Instructions

• 2021 SBA Form 3508EZ, Plus Instructions

• 2021 SBA Form 3508S, Plus Instructions 

Forms and Instructions

https://aboutbtax.com/UZN
https://aboutbtax.com/UZO
https://aboutbtax.com/VmZ
https://aboutbtax.com/Vm0
https://aboutbtax.com/Vm1
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• Coronavirus Aid, Relief, and Economic Security Act (Pub. L. No. 116-136)

• Paycheck Protection Program Flexibility Act (Pub. L. No. 116-142)

• 2021 Consolidated Appropriations Act (Pub. L. No. 116-260)

• SBA Interim Final Rule RIN 3245-AH34

• SBA Interim Final Rule RIN 3245-AH46

• SBA Interim Final Rule RIN 3245-AH49

• SBA Interim Final Rule RIN 3245-AH51

• SBA Interim Final Rule RIN 3245-AH52

• SBA Interim Final Rule RIN 3245-AH55 

• SBA Interim Final Rule RIN 3245-AH59

• SBA Interim Final Rule RIN 3245-AH62

• SBA Interim Final Rule RIN 3245-AH63

Laws and Regulations

https://aboutblaw.com/PPm
https://aboutbtax.com/RhE
https://aboutbtax.com/UJc
https://aboutbtax.com/RhY
https://aboutbtax.com/Rh2
https://aboutbtax.com/Rpl
https://aboutbtax.com/Rwv
https://aboutbtax.com/RDJ
https://aboutbtax.com/TvK
https://aboutbtax.com/TJK
https://aboutbtax.com/U7N
https://aboutbtax.com/U7O
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• Payroll Coronavirus Roadmap (State)

• Payroll Coronavirus Roadmap (Federal)

• Federal Tax & Accounting Coronavirus Roadmap

• State Tax Coronavirus Roadmap

• Snapshot: Nexus for Covid-19 Telework

• State Conformity to CARES Act

• International Indirect Taxes Coronavirus Roadmap

• International Direct Taxes Coronavirus Roadmap

Additional Bloomberg Tax & Accounting Resources

https://aboutbtax.com/QeD
https://aboutbtax.com/Qou
https://www.bloomberglaw.com/product/tax/document/X511C2L4000000
https://www.bloomberglaw.com/product/tax/document/X4D0P72O000000
https://www.bloomberglaw.com/product/tax/document/XBT2SF4G000000
https://www.bloomberglaw.com/product/tax/document/XDUV7BC8000000?bc=W1siU2VhcmNoIFJlc3VsdHMiLCIvcHJvZHVjdC90YXgvc2VhcmNoL3Jlc3VsdHMvYTJkMjBkNGJjYzQ3ZmZmMTIwOGY2YjI0YTU4MjEzZmQiXV0--c7e5b9f6150fa8dab74fe2a8dbf6a50e718ff368
https://www.bloomberglaw.com/product/tax/document/X652DFCC000000?bc=W1siU2VhcmNoIFJlc3VsdHMiLCIvcHJvZHVjdC90YXgvc2VhcmNoL3Jlc3VsdHMvYTJkMjBkNGJjYzQ3ZmZmMTIwOGY2YjI0YTU4MjEzZmQiXV0--c7e5b9f6150fa8dab74fe2a8dbf6a50e718ff368
https://www.bloomberglaw.com/product/tax/document/X2C48EHG000000?bc=W1siU2VhcmNoIFJlc3VsdHMiLCIvcHJvZHVjdC90YXgvc2VhcmNoL3Jlc3VsdHMvYTJkMjBkNGJjYzQ3ZmZmMTIwOGY2YjI0YTU4MjEzZmQiXV0--c7e5b9f6150fa8dab74fe2a8dbf6a50e718ff368
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