The “Paycheck Protection Program” expands on the Small Business Administration’s existing
7(a) program. But, it is different in two important ways: (1) the 100% SBA guaranteed loans
made directly by private, local banks, which should enhance processing speed; and (2) the
loans, if used on payroll and other operating expenses, are forgivable, if you “maintain” your
workforce to as required by the Act.
Here’s my summary of the “Paycheck Protection Program”:
Who Is eligible?
Small business, sole proprietorships, non-profits, independent contractors with less than 500
employees
a. The 500 employee limitation is waived for NAICS codes beginning with 72 –
Accommodation and Food Services (Restaurants and Hotels);
How much?
The maximum loan amount is average monthly payroll costs (a defined term) incurred during
the 1 year period before the date on which the loan is made TIMES 2 and ½ ( 2.5 times average
monthly payroll);
a) it is capped at $10 million
When?
a. Can apply for loan as soon as 3/31/2020
b. loans to be made/closed between February 15, 2020 and June 30, 2020 (the “Covered
Period”)
Use of proceeds? The loan can ONLY be used for:
1.
2.
3.
4.
5.

Payroll
Benefits
Interest on any debt incurred BEFORE the Covered Period
Rent
Utilities

Other eligibility requirements:
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1. Recipient has been in business since on or before February 15, 2020;
2. Had Employees prior to February 15, 2020 for whom the borrower paid salaries and payroll
taxes OR paid independent contractors as reported on Form 1099-MISC
3. The borrower must make a good faith certification that (1) the uncertainty of current
economic conditions makes necessary the loan request to support ongoing operations of
the borrower; and (2) that the borrower will only use the funds for the purposes set forth in
Use of Proceeds noted above;
No personal guarantee or collateral required; all loan fees will be waived; and no requirement
that the small business can get a loan elsewhere;
To the extent that part of the SBA loan is not forgiven (see statement below), the borrower can
request any term not to exceed 10 years. The maximum interest will be 4%.
Payments on the loan are deferred for 6 months to 1 year from origination – the deferral
applies to principal and interest.
The loan may be forgiven in whole or in part. The amount forgiven is equal to the following
amounts paid over an 8-week period beginning on the date of the origination of the loan:
1. Payroll costs (a defined term – meaning salary, vacation, sick or family leave, benefits,
and no salary in excess of $100,000 (8,333.33 per month).
2. Interest payments on mortgage obligations
3. Rent payments
4. Utility payments
*Special Tax Note – the Act provides that forgiven amounts will NOT be considered
cancellation of debt income for purposes of the income tax.
To fully realize loan forgiveness borrowers must maintain workforce:
1. The amount of loan forgiveness will be reduced if the total number of employees
working AFTER the loan origination date is less than the number of employees working
BEFORE the loan origination date
2. the number of employees working AFTER the origination date is measured over the 8
week period after the origination date. The number of employees working BEFORE the
origination is calculated – at the option of the borrower – as either the average number
between February 15, 2019 and June 30, 2019 OR the period between January 1, 2020
and ending February 29, 2020.
I. Calculation of amount reduction in forgiveness– The loan forgiveness will be
reduced (but not increased) by multiplying the loan forgiveness amount by the ratio
of reduced number of employees during the covered period divided by the average
number of employees during February 15, 2019 and ending on June 30, 2019, or
during January 1, 2020 and ending on February 29, 2020.
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Important Note*** This reduction to loan forgiveness does not apply if employees are rehired
by June 30, 2020. Re-hiring employees before June 30, 2020 to essentially “buy back” loan
forgiveness if there was a reduction in employees during the 8 week covered period.
1. The loan forgiveness amount shall also be reduced if, during the 8 week period following
the loan, any employee receives less than 75% of the salary of the employee for the
most recent full quarter during which the employee was employed
2. Loan recipients must maintain existing employment levels “to the extent practicable”
during the loan term and cannot reduce their employment levels by more than 10%.
What Information is needed to apply?
Most banks and credit unions will be able to process these loans. Documentation verifying the
number of full-time equivalent employees on payroll and pay rates for pre- and post-covered
periods well as*:
1. Payroll tax filings reported to the IRS
2. State income, payroll, and unemployment Insurance filings
3. Financial statements verifying payment on debt obligations incurred before the covered
period.
Additionally, based on existing SBA 7(a) loan guidelines your bank may also ask you to
gather for the bank the following:
1. SBA Form 912
2. SBA Form 413 – Personal Financial Statement
3. Ownership and Affiliations – Include a list of names and addresses of any subsidiaries and
affiliates, including concerns in which you hold a controlling interest and other concerns
that may be affiliated by stock ownership, franchise, proposed merger or otherwise with
you.
4. Business Certificate/License – Your original business license or certificate of doing
business. If your business is a corporation, stamp your corporate seal on the SBA loan
application form.
5. Loan Application History – Include records of any loans you may have applied for in the
past.
6. Income Tax Returns – Include signed personal and business federal income tax returns of
your business’ principals for previous three years.
7. Résumés – Include personal résumés for each principal.
8. Business Overview and History – Provide a brief history of the business and its challenges.
Include an explanation of why the SBA loan is needed and how it will help the business.
9. Business Lease – Include a copy of your business lease, or note from your landlord, giving
terms of proposed lease.
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*Certification from a representative of the recipient that (a) the documentation presented is
true and correct, and (b) the amount for which forgiveness is requested was used to retain
employees, make interest payments on a covered mortgage obligation, make payments on a
covered rent obligation or make covered utility payments; and
*Any other documentation the SBA deems necessary.

This information provided does not, and is not intended to, constitute legal advice; instead, all information,
content, and materials available on this page(s) are for general informational purposes only. Information on this
page may not constitute the most up-to-date legal or other information. This content contains links to other thirdparty websites. Such links are only for the convenience of the reader, user; Highflyer Payroll and its members do
not recommend or endorse the contents of the third-party sites.
Readers of this content should contact their attorney to obtain advice with respect to any particular legal matter.
No reader, user, or browser of this information should act or refrain from acting on the basis of information on this
site without first seeking legal advice from counsel in the relevant jurisdiction. Only your individual attorney can
provide assurances that the information contained herein – and your interpretation of it – is applicable or
appropriate to your particular situation. Use of, and access to, this content or any of the links or resources
contained within the site do not create an attorney-client relationship between the reader, user, or browser and
website authors, contributors, contributing law firms, or committee members and their respective employers.
The views expressed at, or through, this content are those of the individual authors writing in their individual
capacities only – not those of their respective employers, or committee/task force as a whole. All liability with
respect to actions taken or not taken based on the contents of this site are hereby expressly disclaimed. The
content on this posting is provided "as is;" no representations are made that the content is error-free.
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