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In March, Congress created the Paycheck Protection Program (PPP)

which is designed to help small businesses—like your child care center Key Facts You Need to Know

or family child care home—maintain payroll and benefits for employees
e PPP loans require no collateral or

personal guarantees by the SBA.
On June 5th, Congress passed the “Paycheck Protection Program This means you don’t have to put
Flexibility Act” (PPPFA) to provide borrowers with more flexibility up your house, your automobile,

. d; d . d back the | or any other assets to collateralize
In spending and more time to use and pay back the loans. the loan. If someone says you do,

tell them you know for a fact the
US government is not requiring
any collateral on these loans.

and cover overhead costs like rent, utilities, and mortgage interest.

NAEYC has updated this document to reflect the new, updated terms of

the PPP. The original terms are not in this document to avoid confusion.

If you have not applied for the PPP, you have until June 30, * You must use at least 60% of
the loan for employee payroll,
hiring, or rehiring employees.

2020. If you apply between June 5 and June 30, 2020, your

PPP loan will automatically have the more flexible terms.
e The program is on a first come,

If you have already received PPP funds but have not already first served basis, so apply
applied for forgiveness, your loan is eligible for the more as soon as you are ready.
flexible terms detailed in this brief but you must contact your

lender and mutually agree to update your loan terms.

Am I Eligible to Apply?
THE FINE PRINT

* Are you the owner of a child care center
or the sole proprietor of a family child care
home with fewer than 500 employees?

¢ Your company must be 81%+ owned by US citizens
or lawful permanent residents (sole proprietors,
self-employed people, and independent contractors

* Are you self employed or an must themselves be US citizens or lawful permanent
independent contractor? residents). You may be required to provide a

social security number with your application.
If you answered YES to either of these )
* Everyone (owners, employees, self-employed providers)

being covered by the loan has to have a permanent
residence in the United States (meaning that pay stubs
and tax filings for employees go to a US address).

questions, then you are eligible to apply! You
can be for-profit or nonprofit. You can also
work in a religious setting; the overall religious

organization is eligible as long as the loan is ) )
» Your company must have been in existence

used only for the costs of their child care center. prior to February 15, 2020,
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What is a PPP loan?

A PPP loan is a way to help you pay some

of your bills when you don’t have income
coming in from families or child care subsidy
payments. It starts as a low-interest loan that
can be largely, if not completely, forgiven
(meaning you don’t have to pay it back). It will
be provided in the amount of 2.5 times your
average monthly payroll for the last 12 months,
up to $10 million. It covers 8 weeks worth of
expenses and can be spent during the 24 week
period following the loan being issued by the
bank (up to, but not past, December 31, 2020).

The loans come from a $349 billion fund created
by the CARES Act, signed into law on March 27,
2020, under the SBA Section 7a loan program
where the SBA guarantees loans that are
administered through SBA partner lenders. (You
may hear the program referred to as a 7a loan.)

Here’s how it works: once you’ve provided the necessary documents
to the bank (who will become your lender; see page 6 to see

what information you may need), the bank can issue a loan, with
conditions, for 2.5 months’ worth of payroll.

* |f you’re not sure how much your qualifying monthly expenses are,
start by reviewing the conditions below on what can be included
as qualifying expenses from your payroll and benefits. You can
also double-check with the person you are working with at the
bank to confirm the exact amount per month that you spend.

e The lender will calculate your monthly payroll by taking the last 12
months of payroll and dividing by 12. (Note that payroll costs can
be calculated by including the costs of most benefits paid by the
employer in addition to the actual pay provided to the employees.)

e The lender may also verify your payroll as of February 15,
2020, and you should be prepared to provide payroll processor
documents from January 1, 2019, through the current date.

* The bank will charge a small fee for the loan (no
more than 3% of the cost of the loan).

What Do I Have To Do To Get the PPP Loan Forgiven?

The best way to ensure your loan is forgiven for
up to eight weeks of qualifying expenses is to

¢ maintain the wages of your employees

THE FINE PRINT:
CONDITIONS FOR FORGIVENESS

* To qualify, you must keep
employees at the same
wages for the covered period

* use at least 60% of the loan money on payroll and benefits, which can include after you get your loan.
» Up to $100,000/year for your salary (if you’re a sole proprietor)  If you hire new employees or
and each employee’s salary up to $100,000 per year rehire those who have been laid

> You cannot include the costs of paying an independent
contractor because the independent contractor

may separately apply for the PPP program.

» Paid leave, sick leave, medical leave, and family

leave for each employee or owner

off (which you can do), everyone
must be paid at the same rate

as in the payroll documents
submitted for the loan.

e |If you took tax credits or money
from the first coronavirus

» The share of any healthcare benefits you paid for yourself legislation to give your employees

or for employees, including insurance premiums

> This does NOT count if you were reimbursing the employee for
their insurance costs. It has to be payments you made directly

sick or family leave in the
case of coronavirus-related
health issues, you can’t claim
that amount for the loan.

to a healthcare provider as part of an employer benefit.

» The share of any retirement benefits you paid for yourself or for employees

¢ While you can have more than
one loan from the SBA, you

> These benefits must be paid directly to the company handling can’t use funds from another
your company’s retirement accounts for your employees. SBA loan to pay for payroll AND

» Severance pay for any employees who were let go

» The amounts of state and local payroll taxes you paid on

use these funds for payroll.
The funds for payroll have
to be covered by your PPP

your own compensation or on employee compensation loan—you can’t “double dip.”
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EXAMPLES

An early childhood educator makes
$25,000/year (including benefits), and
the program owner makes $50,000/year
(including benefits). The bank will

say the monthly payroll is $2,083
($25,000/12) plus $4,166 ($50,000/12),
which equals $6,249. The bank will then
loan you $15,623, which is 2.5 times

the monthly payroll of $6,249. You will
need to spend at least $9,373 (60% of
the loan amount) on payroll, leaving
you $6,249 (40% of the loan amount)
to spend on other items, defined as
mortgage interest, rent, and/or utilities.

If you’re a family child care sole
proprietor or are self employed, you
can get your eight weeks worth of
payroll of up to $100,000/year as
long as you pay yourself in the 24
weeks after you get your loan. If you
actually make $100,000/year, that
would mean your monthly salary
would be $8,333 and your loan would
be $20,833 (monthly salary x 2.5).
This would enable you to maintain
your salary and have loan money left
over for mortgage interest, rent, and/
or utilities — all of which is forgivable.

WHAT WOULD CAUSE MY LOAN FORGIVENESS TO BE LOST?

e Your loan forgiveness will be reduced if you decrease your employee payroll amount—in
other words, it’'s not the number of people but the amount spent on payroll that matters.

* Your loan forgiveness will also be reduced if you decrease salaries and wages by more

than 25% for any employee who made less than $100,000 (annualized) in 2019.

What If I Need To Cover Costs Besides Payroll?

You must spend at least 60% of the loan on payroll for the loan to be forgiven.
But you can also spend up to 40% of the forgivable loan on other items:

* The interest on any business mortgage, as long as you had
that mortgage before February 15, 2020. Note that amounts
you spend on mortgage principal cannot be forgiven.

* The interest on any other long-term debts that you had an
agreement on before February 15, 2020; e.g., if your company
leased a van, the interest on the auto loan is covered.

¢ The rent on any business property, as long as you had
that lease agreement before February 15, 2020.

If the bank gives you $125,000
in a loan, that means you have
to keep/hire/rehire staff so
that your total payroll for the
next eight weeks is at least
$75,000. The extra $50,000 is
for you to spend on mortgage
interest, rent, and/or utilities.
If you don’t maintain that high
a payroll or you reduce wages
on anyone by more than 25%,
you will owe the difference

in your payroll costs back

to the bank, plus interest.

NOTE: When you sign the loan
application you have to commit to

an intention to use 60% of the loan
for payroll. You can use some of the
money for other expenses outside

of the purposes listed above, but
you’ll have to pay that money back

to the bank. Starting at the end of
your “covered period” (the 24 week
window), you have 10 months to apply

for forgiveness. Any funds that are

« Utilities (water, gas, electric, transportation, telephone, or internet)

for which you had existing accounts on February 15, 2020.

Topics to Flag for Your Lender

e The PPPFA has broad legislative language for regulations that the SBA has not yet

not forgiven must be paid back at an

interest rate at 1% within five years.

provided guidance on (as of June 18, 2020). Two things to ask your lender about:

» Ask about “headcount” exemptions related to payroll and the number
of employees you're paying during the 8 week period.

» Ask about the “deferment of Employment Taxes.” The original Paycheck Protection Program did not
allow recipients to defer employment taxes and still receive forgiveness. This looks to have changed,
but make sure you discuss all the conditions and any new regulation interpretations with your lender.
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Where Do I Get a PPP Loan?

PPP loans are provided by certain approved banks and lenders. These lenders have to be
approved by the US SBA. Here are some steps to take to find a bank to make you the loan:

e First, go to your bank and ask them if they are participating in this program. If
they are, that’s great because (a) they already know you and may have some of
your information already on file and (b) due to unprecedented volume levels, most
banks are only accepting PPP applications from their existing clients.

» If you don’t have a bank already, that’s okay. Go to the step
below, where you can find lenders at www.sba.gov.

e [f your bank says they are not participating, ask them if they can refer you to someone
else who is. Not every bank or credit union can or will make this type of loan. Don’t get
discouraged—there’s a good chance there is a bank in your area that will make this loan to you.

e [f your bank can’t refer you to a lender, you can find a lender yourself.

» Go to www.sba.goy, click the Local
Assistance tab, and type in your zip code.
This will bring up a list of organizations.

]

¢

» Select the SBA District Office that comes
up on that list and visit that district
office’s webpage. You should see a link,
near the bottom of the page, to the

Find local assistance

< Hed

Tt

Business Guide Funding Froprams  Federal Contracting  Leaming Center  Lecal Assistance  About S8A

st Ll

i
maMA LR

District Office Resource Guide, which e o
will have a list of “7(a)” lenders. That W e : s
is the list of lenders to reach out to. i i \ e
* You may also be able to apply online, s . o e e i e
though not all online lenders are qualified. e | . el W
e ot

Check an online bank like Kabbage to start.

When Can I Apply for the PPP Loan?

Banks can start filing these loans for consideration by the SBA now for businesses and April 10 for independent
contractors. Reach out to a lender now so you can get all the paperwork together that they will request. You
have until June 30, 2020, to apply but we recommend you apply soon because the money will go fast!

How Does a PPP Loan Intersect with Unemployment Insurance?

Early childhood education is a low-wage field, and unemployment insurance amounts vary state by state. There is an
additional $600 per week from the federal government for unemployment insurance through July 31, 2020 included
as part of the same CARES Act that authorized this PPP loan. Small businesses need to make difficult decisions about
what is best for their employees and their businesses, in the shorter and longer terms. Unemployment insurance has
its place, as does the Paycheck Protection Program, which is about both helping businesses pay salaries and keeping
them in existence so that staff and owners have a business to return to after this global health crisis ends. Remember,
if you decide to hire or rehire someone, or if you are using PPP to pay for your own salary as a sole proprietor in
family child care, you or that person can no longer claim unemployment insurance for the time spent on payroll.
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How Does a PPP Loan Intersect with an Economic Injury Disaster Loan (EIDL)?

You can apply and be approved for both of these SBA loan programs. The EIDL is a low-interest
loan that can help you cover existing expenses, particularly those outside of payroll costs; it also
includes things like mortgage principal, which the forgiveness part of the PPP will not cover.

Need Additional Help?

You may find some or many parts of this process frustrating or confusing. It’s okay—there are
resources out there to help you!

* The SBA has district offices across the country; try reaching out to the one
closest to you that you found when you downloaded the resource guide.

e Alternatively, try getting a business counselor from SCORE (www.score.org), a Small
Business Development Center (SBDC — americassbdc.org), or a Women’s Business Center
(WBC — www.awbc.org) who can help you with any or all aspects of this process!

Keep reading to review the

sample document you can

use to help you get ready for

your meeting with the lender.
The more complicated

areas are explained, but
make sure you can obtain
the needed information to
fill in all the sections for

your loan application.

The information in this document may
change subject to additional legislation and/
or guidance from Congress and the SBA. This
document is for informational purposes only
and should not be considered legal advice.
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Applying for a PPP Loan in Five Steps

1: Find a Bank

e Start with your bank, if you have one, and ask them if they are making PPP loans.

e If your bank isn’t, or if you don’t have a bank, use the steps
described above to find a bank that does make PPP loans.

« After you’ve found one, ask what information they require for the loan application.

2: Get Your Information Together

e Try answering all the fields in the sample bank application below to see what
you’re missing/what you might not know off the top of your head.

e The application document includes definitions for the terms used on the sheet.

3: Gather Documents

e The bank will need documents to validate each question on the bank’s application. They are likely to include
» You and your business’s latest tax filing (2018 or 2019—if you have both, that’s good too)
» State and local payroll tax documents for 2019 and the beginning of 2020
» State certification of business ownership documents (certificate of organization, articles of incorporation)

» Name, title, ownership percentage, employer identification number (EIN) and/or social security number
(SSN), and address of any businesses/people who own more than 20% of the firm (if applicable)

» You may also need forms such as health care information and 1099s for independent contractors

e |f you are applying through an online system, you may need to save these documents
as PDFs on a computer so the file sizes are not too large to upload.

4: Fill Out the Forms

e The bank will send you forms to complete, or they will be available online to fill out.

e |f you can’t find an answer to a question, ask your accountant (if you have one) or the lender
(if you don’t) what documents might have the information they’re looking for—it’s okay to do that.

e SBA counselors can also help you find the right documentation to answer the bank’s questions.

5: Wait
* Once you’ve given the bank all the information they need,

the bank will determine if you’re a good candidate for the loan.

* If the bank (and the SBA) say yes, congratulations! You got the loan
and the bank can tell you when you’ll get the money.

¢ If the bank says no, you can try another bank. There is a chance the SBA will be the one saying
no to the loan, in which case you may not be eligible, but you should still try with another
bank if you can because it may be that the bank just didn’t want to make the loan.

nami Paycheck Protection Program — Update: What Child Care Programs Need to Know | 6/8


http://www.naeyc.org

Pavcheck Protection Program
Borrower Application Form

DR Controd Mo, 123450807
Expirsbion Date 530030

Check One: ¢ propricior W Partnership W C-Corp W 5-Corp JLLC IPBA or Tradename i Applicable
3 Independent comractor 3 Eligible self-employed individual 2
1 0 501{cH3) nonprofit O 501(¢) 19) velerans organization
O Trbal business (gec. 31{bM2WC) of Small Busmess Act) O Other
Busingss Ligal Nans
Dusiness Address Business TIN (EIN, 55%) Busimess Phone
4 ) -
Primary Contact Email Address
Average Monthly Payroll: i x 2.5 + EIDL, Met of 5 Mumber of Employees:
5 Advance (if Applicable)
Equals Loan Reguest:
Purpose of the kan
6 {select more than one): I Dl‘u}'ruﬁ Dicase s Morgage Interest Onikiies Dlowber fexplainy.
Applicunt Chwnership
List all ovamers of 20% or more of the equity of the Applicant. Anach a separate shoet if pocessary.
A ner Name Titke Dnership % | TIN (E1N, 535%) Auldros
[ Question | Yes | Mo |
1. s the Applicant or any owner of the Applicant presenily suspended. debarred, proposed for debarment, declared ineligible,
volumarnly excheded fromm participstion in this transaction by any Federal depariment or agency, of presently invalved in any O
bankmupley?
2. Has the Applicant, any cwner of the Applicant. or any business owned or conmolled by any of them, ever obtained o direct or D O

guaranteed loan from SBA or any other Federl agency that is cumently deling

tor has defiulted in the last 7 years and

cansed a loss w the govemmem?

3 s the Applicant or any owner of the Applicant an owner of any other business, or have comman management with, any other

O

business? 11 yex, list all such businesses and describe the relationship on a separate sheet identified as addendum A,

0

4. Has the Applicant received an SBA Economic Injury Disaster Loan between January 31, 2020 and Apnl 3, 20207 1f yes, O D
provide details on a separate sheet idemified as addendum B,
Duestion | Yes Mo
5 Isthe Applicant {if an individual ) or any individual owming 20% or more of the equity of the Applicant subject D D
f0 an indsctment, criminal miormation, armagnment, o lher means by which formal criminal charges are
brought in any jurisdiction, or presently mearcerated, of on probation or parale®
Initial here 1o confinm your response Lo question 5 —
6, Within the last 5 years, for any filony, has the Applicant (if an individual) or any owner of the Applicant 1)
been convicted, 2) pleaded puilty; 3) pleaded nola comendere; 4) been placed on pretrial diversion; or §) been I:l D
placed on any fomm of parole or probation (ncleding probation before udgment)?
Initial here to confinm your response o question 6 —-
7. lIsthe United States the primcipal place of residence for all employees of the Applicant included in the D
Applicant’s payroll caleulation above?
8. I the Applicant a franchise that i listed in the SBA's Franchise Directory? O (|

SBA Form 2483 (04720)

1 This form assumes

you’re applying as

a business. If you're

not (because you’re

a nonprofit, an
independent contractor,
or selfemployed)

select that box.

If you filed a “Doing
Business As” name

or tradename with
your state, put it here;
otherwise, ignore.

Business Legal Name
is the name you filed
on your business
paperwork with the
state/on the tax return.

Use the address filed
with the state on your
business paperwork.

Add all your payroll

for the last 12 months,
listing anyone paid over
$100k, at only $100k
and divide by 12.

Choose all that apply,
especially payroll
assuming you are using
the funds for payroll.

If you have multiple
owners or a business
owns a part of your
company, fill in each
owner who owns
more than 20%.
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@ Pavcheck Protection Program
Borrower Application Form

I certify that:

* | hawve read the sistements inelueded inihis form, nchading the Statements Required by Law and Executive Opders, and 1 anderstand them.

& The Applicant is eligibde to receive a loan under the rules in ellect at the tmme this 1W|:aﬁun 15 submatted thal have been 1ssued by the
Small Businesa Administration (SBA) implementing the Payveheck Protection Program under Division A, Tite 1 of the Coronavirus
Aid, Relief, and Economic Security Act (CARES Act) (the Paycheck Progection Program Rulek

®  The Applicant (1) i an independent comracior, eligible seli~employed mdividual, or sole proprictor or (2) employs i more
than the greater of 300 or employvees or, i applicable, the size standard in number of enployees established by the SBA in 13
C.F.R. 121201 for the Applicant’s industry,

o | will comply, whenever applicabbe, with the civil rights and ather limitsions in this form.

- All SBA lean procecds will be wsed only for busingss=related purposes as specified in the loan application and consistent with the
Paycheck Protection Program Rule.

*  Tothe extent fieasible, 1 will purchase only American-made equipment and products.

®  The Applicant is not engaged in any activiry that is illegal under fedaral, state or local law,

- Any lean received by the Applicant under Section Tih 2} of the Small Business Act between January 31, 2020 and Apnil 3, 2020 was
for a purpose other than paying payroll cests and other allowable uses loans under the Paycheck Proection Program Rule.

For Applicams who are individuals: 1 awthorize the SBA 10 request eriminal recond information about me from criminal justice agencies for the
purpese of determining my eligibility for programs asthorized by the Small Business Act, as omended,

CERTIFICATIONS
Thee aathorized representative of the Applicant noust cenify in good faith 10 all of the below by initialing next o each one:

The Applicant was in operation on Febouary 15, 2020 and had employees for whom it paid salasies and payroll taxes or paid independem
contractons, as reporied on Formis) 1099-MISC.

Currenl economic uncertainty makes this loan reguest necessary 1o suppor the ongoing operations of the Applicam.

The funds will be used 10 retam workers and maintain payroll or make moet ents, lease payments, and wtiliy payments,
as specified under the Paveheck Protection Program Rule; | anderstand that if the I'Lm-!s arc knowingly wsed for unautherized purposes,
the federal govemment may hobd me begally liable, sweh as for charges of frand.

The Applicant will provide o the Lender documentation verifying the number of full-time equivalent employees on the Applicant’s
payroll as well as the dollar amounts of payrell costs, covered mortgage imerest povments, covensd rent payments, and covered utilities
for the eight=week periad following this loan,

I understand that loan forgiveness will be provided for the sum of documented payroll costs, covered monigage interest payments,
covered rent payments, and covered uiihities, and not mare than 25% of the forgven amount may be fior mon=payroll costs,

During the penod beginming on February 15, 2020 and ending on December 31, 2020, Il'b:.r’l.mrlc.ﬂrl has ot andd wall nod receive another
lean under the Paycheck Protection Program.

1 further certily that the mformatin provided m this application and the information provided in all sq'l]mling o uments and
fosms is trwe and aceurate im all manerial respects. | understand that knowingly making a false satement 1o obtain a guaranteed loan
from SBA is punishable under the law, including under 18 USC 1001 and 3571 by imprisonment of not more than five years and/or o
firse of up to 52 50,000, under 15 USC 645 by mmyprisenment of not mere than two years and/or a fine of not more than 55,004 and, i
submited w a federally insured instiaton, under 18 USC 1004 by imprisonment of not nwore than thimy years and/or a fine of not
more than §1,000,000.

I acknowledge that the lender will confinm the eligible lan amount wsing required documents submitted. 1 wsderstand,
ackrowledge and agree that the Lender can share amy tax information that | have provided with SBA's authorized representatives,
including awhornized representatives of the SBA Office of Inspector Ceneral, for the purpose of compliance with SBA Loan
Program Requirements and all SBA reviews.

Signatare of Authorized Reg ive of Appls Date

Print Name Tinle

SBA Form 2483 (04720)

This is the application
form from the SBA.
The bank you use
may use a different
application form.
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