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On March 27, 2020, the President signed into law 
the Coronavirus Aid, Relief, and Economic 
Security Act (the “CARES Act”).  This law 
provides several funding sources for small to 
medium sized companies through programs 
administered by the Small Business 
Administration (“SBA”).  Depending on your 
company, the most attractive one is the 
Paycheck Protection Program.  Most importantly, 
1) companies with 1-500 employees are eligible, 
2) the loans may be forgiven, and 3) the loans 
are non-recourse to the company and its owners. 
The loans may be used for a variety of purposes, 
including payroll costs, benefits, rent, utilities, 
mortgage interest (not principal) and interest on 
debt existing prior to February 15, 2020.
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Qualifying Small Business - No more than 500 
employees (including full-time and part-time 
employees).  501(c)(3) non-profit entities, 
independent contractors, sole proprietorships, 
and self-employed individuals can also qualify.

Maximum Amount of Loan - Equal to average 
monthly payroll times 2.5, up to $10 million. 
Average monthly payroll costs are calculated
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based on the one-year period prior to the loan disbursement date. Payroll 
costs include: employee salary, wages and commissions; payment of cash 
tips; payment of vacation; parental, family, medical or sick-leave; 
allowance for dismissal or separation; payment required for group health 
benefits (including insurance premiums); payment of retirement benefits; or 
payment of state or local tax assessed on employee compensation; and sole 
proprietor income or independent contractor compensation not in excess of 
$100,000.

Loan Terms – Loan provided by SBA 
approved lender.  SBA does not have to 
approve each loan.  (Should greatly 
streamline the application and 
approval process.)  Maximum Interest 
Rate – 4% per annum. Guarantee fees 
of 2%-3.75% of the loan amount 
(typically paid by a borrower to SBA) 
are waived.  Loan is non-recourse 

to the company and its shareholders, members or partners.  Company does 
not have to demonstrate its inability to get a loan with another lender.  No 
collateral requirement. Monthly loan payments are deferred 6-12 months from 
the disbursement date. Repayment term can be up to 10 years for any portion 
of the loan that’s not forgiven.

A loan under the 
Paycheck 
Protection Program 
can be forgiven in
whole or in part
under certain
circumstances.
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Loan Forgiveness - Loan forgiveness will 
equal the amount spent by the company 
for the following items during the eight-
week period after the loan origination 
date: 1) payroll costs (not to exceed 
$100,000 of annualized compensation per 
employee); plus 2) payments of interest on 
any mortgage loan; plus 3) rent payments 
on premises lease; plus 4) payments for 
utilities.  Loans can be forgiven to the 
extent the borrower maintains its 
employee count.  To the extent the 
borrower reduces its number of employees 
during the loan term, the amount of 
forgiveness is also reduced unless the 
terminated employees are rehired by June 
30, 2020.  Borrower applies to the lender 
for loan forgiveness.
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