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On March 11, 2021, the American Rescue Plan Act of 2021 was signed into law, expanding eligibility for 
the PPP program to certain additional nonprofits, most notably large 501(c)(3) nonprofits that have up 
to 500 employees per physical location and some other 501(c) organizations not previously covered.  
The new law also includes other terms that benefit nonprofits, such as expansion of the Shuttered 
Venue Operators Grant Program, Employee Retention Tax Credit and Paid Leave Tax Credits for 
Employers. 

In March, the SBA and Treasury also issued a new FAQ and a new Interim Final Rule clarifying rules 
related to the First and Second Draw Loans, as defined in the Economic Aid Act signed into law on 
December 27, 2020.  Among other things, the new guidance simplifies the requirements for 
certification of need for Second Draw Loans and specifies lobbying-related restrictions. 

Lastly, on March 25th, Congress passed the PPP Extension Act of 2021 which gives eligible organizations 
until May 31, 2021 to apply for their first PPP loan or a Second Draw loan rather than March 31st. The 
SBA then has up to June 30th to finish reviewing all applications. Given it is unclear how long funds will 
last, organizations are encouraged to get their applications submitted to their lender as soon as 
possible before funds are exhausted. 

This memo summarizes highlights from the American Rescue Plan Act and the new guidance. 

 

Expansion of Eligibility Under the American Rescue Plan Act of 2021 and Other Benefits to 
Nonprofits 

Expansion of Eligibility for 501(c)(3) Organizations with Up to 500 Employees Per Physical Location 
of the Organization (Section 5001) 

Section 5001(a)(1)(B) of the American Rescue Plan Act expands PPP eligibility to allow 501(c)(3) 
nonprofit organizations that have more than one location to employ up to 500 employees per physical 
location of the organization to a apply for a First Draw loan of up to $10 million.  

Only organizations that have finished spending their First Draw Loan and with up to 300 employees per 
physical location may apply for a Second Draw Loan.   

Expansion of Eligibility to include “additional covered nonprofit entities” (Section 5001) 

Section 5001(a)(1) expands the types of nonprofits covered to include “additional covered nonprofit 
entities.”   These are defined as organizations described in Section 501(c) which are exempt from 
taxation and not listed in Sections 501(c)(3), 501(c)(4), 501(c)(6) or 501(c)(9), provided that they: 

 Do not have more than 300 employees per physical location 
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 Satisfy the following limits on lobbying: not more than 15% of their receipts are from lobbying; not 
more than 15% of their activities are devoted to lobbying; and the cost of lobbying activities did 
not exceed $1 million during the most recent tax year that ended prior to February 15, 2020 

In Section 5001(a)(2) “additional covered nonprofit entities” are made eligible for Second Draw Loans 
by adding the defined term to the Second Draw Loan section. 

Please note: the American Rescue Plan Act did not address or clarify the definition of “think tanks,” 
which were carved out under the Economic Aid Act as excluded from applying for Second Draw Loans. 
See more in our Economic Aid Act overview. Secondly, as discussed below on page 3, please note that a 
March 18, 2021 Interim Final Rule makes it clear that 501(c)(4) organizations continue to be ineligible 
for PPP. 

Expansion of Eligibility for 501(c)(6) Organizations with Up to 300 Employees Per Physical Location 
of the Organization (Section 5001) 

Section 5001(a)(1)(B) expands eligibility for nonprofit organizations established under Section 501(c)(6) 
with more than one location to allow them to employ up to 300 employees per physical location of the 
organization. 

Other Notable Benefits Accorded Nonprofits Under the American Rescue Plan Act 

The American Rescue Plan Act added other terms benefitting nonprofits as well.  See here for a 
helpful summary developed by the National Council of Nonprofits and below for key excerpts from that 
summary: 

 Shuttered Venue Operators Grant Program (SVOG): “Repeals prohibition on applying for funds 
under both the PPP and SVOG; allows SVOG applicants to reduce the grant value by the amount of 
a PPP loan received in 2021” (Section 5005). So this means that for arts and live venue 
organizations who qualify for the SVOG program, you can apply for both PPP and SVOG as long as 
your PPP loan is approved first. When applying for SVOG (applications start April 8, 2021), you will 
reduce the amount of funding you’re eligible for from SVOG by the amount of PPP you took out 
after December 27, 2020 (whether your first or second loan). 

 Employee Retention Tax Credit (ERTC): “Extends the Employee Retention Tax Credit through Dec. 
31, 2021” (Section 9651). See more on how ERTCs can benefit nonprofits while also taking 
advantage of PPP.  

 Paid Leave Tax Credits for Employers (Section 9641): 

• “Extends through Sept. 30, 2021 the refundable payroll tax credits for paid sick and family 
leave originally established in the Families First Coronavirus Response Act and voluntarily 
provided by employers” 

• “Increases the amount of wages for which an employer may claim the paid family credit in a 
year from $10,000 to $12,000 per employee” 

• “Expands leave to cover obtaining vaccinations and any resulting injury or illness related to 
vaccination” 
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Highlights from Recent SBA and Treasury Clarifications of the PPP Related to First and Second 
Draw Loans  

SBA FAQ 46: Certifying Need for Second Draw Loans and Applicability of Mandatory Audit 
Requirements 

 Question 46 of the Paycheck Protection Program Loans Frequently Asked Questions (FAQ), updated 
by the SBA on March 3, 2021, provides that Borrowers who apply for Second Draw Loans will be 
deemed to have made the required certification of need in good faith.  The FAQ states: 
“because all Second Draw PPP Loan borrowers must demonstrate that they have had a 25% 
reduction in gross revenues, all Second Draw PPP Loan borrowers will be deemed to have made the 
required certification concerning the necessity of the loan in good faith.” 

 Question 46 of the FAQ also clearly states that the amount of First and Second Draw PPP Loans will 
not be aggregated for purposes of determining if the mandatory audit requirements apply. 

SBA FAQ 58: Use of First Draw PPP Loan or Second Draw PPP Loan Proceeds for Lobbying Activities 
or Expenditures 

As was outlined in the Economic Aid Act signed into law on December 27, 2020, question 58 of the FAQ 
prohibits the use of First Draw PPP Loan and Second Draw PPP Loan proceeds for lobbying activities and 
expenditures, stating: 

“None of the proceeds of a First Draw PPP Loan or Second Draw PPP Loan may be used for (1) 
lobbying activities, as defined in section 3 of the Lobbying Disclosure Act of 1995 (2 U.S.C. 
1602); (2) lobbying expenditures related to a State or local election; or (3) expenditures 
designed to influence the enactment of legislation, appropriations, regulation, administrative 
action, or Executive order proposed or pending before Congress or any State government, 
State legislature, or local legislature or legislative body.” . 

New Interim Final Rule: Explicitly States that 501(c)(4) Organizations are Ineligible for PPP Loans 

While this does not represent a shift in guidance, a new Interim Final Review released in March 
specifically states that “Tax-exempt organizations described in Section 501(c)(4) of the Internal 
Revenue Code of 1986 are ineligible for a PPP loan.”   
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