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Our March 1 PPP Weekly Update discussed the SBA’s PPP loan rule changes for independent contractors. This
update includes the most recent SBA official guidance issued on March 3, 20211,

Self-Employed’s Get a Larger PPP Loan
The new rules increase the maximum PPP loan amount available to your independent contractors.

Under the new rules, self-employed individuals can use either line 7 of their Schedule C, “Gross income” or line
31 “Net profit or (loss)”. For many self-employed’s, using line 7 increases the maximum PPP loan amount as
business expenses such as transportation, supplies, home office, etc. are no longer deducted.

SCHEDINE G Profit or Loss From Business M8 No. 15450074
(Sole rship)

(Form 1040) ’ Proprieto ) ] 2020
Department of the Treasury ¥ Go to www.rs. for and th Attachment

el Revenus Service (39)| - Attach to Form 1040, 1040-SR, 1040-NR, or 1041; partnerships generally must file Form 1085. | Soquence No. 09

Nams of propristor | Social security number (SSN)
A Principal business or profession, including product or service (sea instructions) I B Enter code from instruetions
>
c Business name. If no separate business name, leave blank | D Employer ID mumber (EIN) (sse mstr) |
E Business address (including suite or room na.) P
City, town or post office, state, and ZIP code
F Accounting method: m Cash @ Accrual (=] Other (spacify) » . I B
G Did you “materially participate” in the operation of this business during 20207 If “No," see instructions for limit on losses IYes' No
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I Did you make any payments in 2020 that would require you to fils Formis) 10997 See instructions L 1Yes No
J If “Yes," did you or will you file required Form(s) 10997 . . N . N N N | Yes No
Income
1 Gross receipts or sales. Ses instructions for line 1 and check the box If this INCOMe Was reparted 10 you on [
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2 Reumsandallowances . . . . . . . . . . . . e Lz
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credit or refund (see L. .8 Z
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4f your home only on line 30.
8  Advertising . 8 18  Office expense (see instructions) | 18 |
9  Car and truck expenses (see _| 19 Pension and profit-sharing plans . | 19
instructions). |9 | 20 Rentor lease (see instructions):
10 Commissions and fees 10 | @ Vehicles, machinery, and equipment | 20a |
11 Gontract labor (see instructions) | 11 | b Other business property - [20b
12 Depletion . . 12 21 Repairs and maintenance . . . | 21 |
13 Depreciation and section 179 22 Supplies (notinciuded in Part 1) . | 22
expense  deduction  (not T
included in Pant Il) (see 23 Taxesandlicenses . . . . . |2
instructions) . 13 24 Travel and meals:
14 Employes benefit programs | a Travel. . . . . . . . | 24a
{other than on line 19) . 14 b Deductible meals (see
16 Insurance (cther than healtn) | 15 instructions) . . . . . . |2
16 Interest (see instructions): 25 Utiities . . RE- |
a8 Morgage [paidto banks, etc) | 16a 26 Wages (iess empioyment credits). | 26
b Other . N |18 | 27a  Other expenses (from line 48) . . |27a
17 Legal 17 b _Reserved for futureuse . . . |27b
28 Total expenses before expenses for business use of home. Add lines 8 through 27a . . . . > |28
29 Tentative proft or (oss). Subtract ine 28 from line 7 . . L B
30 Expenses for business use of your home. Do not report these expenses elsewhere. Attach Form 8829
unless using the simplified method. See instructions.
Simplified method filers only: Enter the total square footage of (@) your home:
and (b the part of your home used for business: Use the Simplified
..... 30
3 Net profit or (loss). Subtract line 30 from line 29.
line 2. (if you
«checked the bax on line 1, see instructions). Estates and trusts, enter on Form 1041, line 3. n

* If aloss, you must go 1o line 32
32 Ifyou have aloss, check the box that describes your investment in this activity. See instructions,

* If you checked 32a, enter the loss on both Schedule 1 (Form 1040), line 3, and on Schedule
32a [ Allinvestment is at risk.
32b | Some investment is not

at risk.

SE, line 2. f you checked the bax on line 1, see the line 31 instructions). Estates and trusts, enter on
Form 1041, line 3.
» i you checked 32b. you must attach Form 6198. Your loss may be limited.

For Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 11334P ‘Scheduie G (Form 1040] 2020

To help self-employed’s file for PPP loans under the new rules, the SBA has created two new PPP loan
applications that incorporate the new rules: Form 2483-C (for first-time borrowers) and Form 2483-SD-C (for
applicants applying for a second PPP loan).

1 The SBA Interim Final Rule (IFR) is titled: Business Loan Program Temporary Changes; Paycheck Protection Program — Revisions to Loan Amount
Calculation and Eligibility. Click here to view this IFR.

THIS UPDATE IS NOT INTENDED TO PROVIDE LEGAL OR TAX ADVICE.

PLEASE CONTACT YOUR LEGAL OR TAX ADVISOR REGARDING HOW THE CONSOLIDATED APPROPRIATIONS ACT OF 2021 IMPACTS YOUR ORGANIZATION.


https://www.sba.gov/sites/default/files/2021-03/Borrower%20Application%202483-C.pdf
https://www.sba.gov/sites/default/files/2021-03/Borrower%20Application%202483-SD-C.pdf
https://www.sba.gov/sites/default/files/2021-03/SBA%20PPP%20IFR%20Loan%20Amount%20Calculation%20and%20Eligibility%20%283-3-21%29.pdf
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Here is how the new calculation will work:

Most self-employed individuals without employees will: (i) take the amount on line 7 of their Schedule C tax form;
(ii) divide this by 12 months (to get the average monthly gross income); then, (iii) multiply their average monthly
gross income by 2.5% to determine the maximum PPP loan amount. If the self-employed individual has employees,
the calculation is a bit more complicated. In either case, we suggest getting professional advice before applying.

Can a self-employed individual who never received a PPP loan apply for both a First Draw and Second-Draw loan?

In our original March 1% PPP Weekly Update, we noted it was unclear if self-employed individuals who: (i) do not
have employees; and (ii) did not apply for a First Draw loan last year, might be able to apply for both a First Draw
and Second-Draw loans between now and the end of the PPP program on March 31, Since the SBA is silent on
this issue, we are advising self-employed individuals who never applied for a PPP loan, to only apply for a First-
Draw loan... and do it soon.

New rules do not apply to previously approved PPP loans

New rules do not apply to self-employed’s whose PPP loan has been approved by the SBA before March 3, 2021.
Furthermore, there is no process for revising an approved loan application. In short, the new rules only apply to
new loans. If your self-employed contractors applied for a PPP loan prior to March 3 and want to take
advantage of the new rules, we recommend they immediately contact their lender with a revised application
using form 2483-C or 2483-SD-C.

Expanded eligibility

The new rules remove the eligibility restriction that prevents businesses with owners who: (i) have non-financial
fraud felony convictions in the last year; and/or, (ii) are delinquent or in default on their Federal student loans
from obtaining PPP loans. The changes apply to both First Draw PPP Loans and Second Draw PPP Loans.

MNA can provide guidance

MNA continues to offer free technical assistance to help your organization and its staff. Do not hesitate to ask
for help. To schedule a technical assistance appointment, click here.

2 |If the self-employed individual is in the hospitality/restaurant industry (the business’s NAICS code begins with “72”), the multiple is increased from 2.5 to
3.5.
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https://www.sba.gov/sites/default/files/2021-03/Borrower%20Application%202483-C.pdf
https://www.sba.gov/sites/default/files/2021-03/Borrower%20Application%202483-SD-C.pdf
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