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Our firm provides the information in this webinar 

presentation for general guidance only, and does not 

constitute the provision of legal advice, tax advice, 

accounting services, investment advice, or professional 

consulting of any kind. 

The information provided herein should not be used as a 

substitute for consultation with professional tax, accounting, 

legal, or other competent advisers.

Before making any decision or taking any action, you should 

consult a professional adviser who has been provided with 

all pertinent facts relevant to your particular situation.
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Paycheck Protection Program  
Administration & Eligibility

• Section 1102 of the CARES Act

– Amends Section 7(a) of the Small Business Act

– Authorizes borrowers to work directly with banking 

institutions

• $349 billion in aid aimed at small businesses

• Portion of loans are eligible for forgiveness

– Funds must be used for specifically-designated costs

(discussed later)

– Forgiven funds avoid federal cancellation of indebtedness 

income recognition



Paycheck Protection Program  
Administration & Eligibility (cont’d)

• Eligibility based upon employee headcount

– General limit is 500 employees

– Exceptions for:

• Accommodation and Food Service Industries

• Affiliated groups

• Certain SBA designated industries w/ > 500 employees

– Sole proprietorships, self-employed individuals and 

independent contractors are eligible

• 1 loan per borrower

• Ability to repay loan is not an eligibility requirement



Paycheck Protection Program  
Administration & Eligibility (cont’d)

• Borrower or any business owned or controlled by the 

borrower or any of its owners cannot have obtained a 

direct or guaranteed loan from the SBA or any other 

Federal agency that:

• currently is delinquent; or

• has been defaulted on within the last 7 years and 

caused a governmental loss

• SBA has indicated the further guidance related to the 

affiliation rules is forthcoming



Paycheck Protection Program  
Administration & Eligibility (cont’d)

• Administered by Small Business Administration (“SBA”) 

affiliated banks

– Was borrower in business on February 15, 2020; and

– Did the borrower pay salaries/payroll taxes and/or pay 

independent contractors as reported on Form 1099-MISC

• Eligible self-employed individuals, independent contractors or 

sole proprietorships shall also be required to submit:

– Payroll tax filings;

– Forms 1099-MISC, and

– Income & expenses from the sole proprietorships

– Borrowers without these records must provide supporting 

documentation, such as bank records, sufficient to demonstrate 

qualifying payroll amounts



Paycheck Protection Program  
Administration & Eligibility (cont’d)

• As part of application process, borrower must make a good 

faith certification that:

– The uncertainty of the current economic conditions makes necessary 

the loan request to support the ongoing operations;

– Acknowledge that funds will be used to retain workers and maintain 

payroll or make mortgage payments, lease payments and utility 

payments;

– There is not an application pending for a Paycheck Protection Program 

loan for the same purpose and duplicative of amounts applied for or 

received under a covered loan; and

– During the period from February 15, 2020 – December 31, 2020, the 

borrower has not received amounts under this subsection for the same 

purposes and duplicative of amounts applied for or received under a 

covered loan

• Covered loan = a loan made under the Paycheck Protection 

Program from February 15, 2020 – June 30, 2020.



Paycheck Protection Program  
Can I Apply for Both?

• Borrowers can apply for loans under the Paycheck Protection 

Program and the Economic Injury Disaster Loan (“EIDL”) 

program

– EIDL must have been received from January 31, 2020 – April 3, 

2020 

– If proceeds are used for Payroll Costs (defined later), the EIDL 

must be refinanced as part of the PPP

– $10K advance, if applicable, received as part of EIDL may be 

deducted from the loan forgiveness (discussed later)



Paycheck Protection Program –
Loan Amount

• Maximum loan is the lesser of: 

1. 2.5 times average total monthly Payroll Costs during the 1-

year period before the loan is made; plus

2. Outstanding refinance-eligible loans that were made from 

January 31, 2020 – April 3, 2020; or

3. $10,000,000

• Seasonal employers replace item #1 above with:

– 2.5 times average total monthly Payroll Costs during the 12-

week period beginning:

• February 15, 2019; or

• March 1, 2019 – June 30, 2019

– Items #2 & #3 above remain the same



Paycheck Protection Program –
Loan Amount (cont’d)

• Newer businesses that were not operating from February 15, 

2019 – June 30, 2019 replace item #1 from the prior slide 

with:

– 2.5 times average total monthly Payroll Costs from 

January 1, 2020 – February 29, 2020

– Items #2 & #3 from the prior slide remain the same



Paycheck Protection Program –
Payroll Costs

• Payroll Costs for payments to and/or on behalf of employees 

include:

– Salaries, wages, commissions, or similar compensation;

– Payment of cash tips or equivalent;

– Payment of vacation, parental, family, medical or sick leave;

– Severance payments;

– Group health care benefits, including insurance premiums;

– Retirement benefits; and

– Payments for state and local tax assessed on the compensation of 

employees

• Payroll Costs for independent contractors or sole proprietors 

include:

– Wages, commissions, income, or net-earnings from self-employment or 

similar compensation



Paycheck Protection Program –
Payroll Costs (cont’d)

• Payroll Costs exclude:

– Compensation of an in excess of an annual salary of $100K;

– FICA taxes, Railroad Retirement Tax Act taxes or other taxes 

collected at the source on wages imposed or withheld between 

February 15, 2020 – June 30, 2020;

– Compensation paid to employees with non-U.S. principal 

residences; or

– Qualified sick leave and family leave wages for which a credit is 

allowed under Sections 7001 and 7003 of the Families First 

Coronavirus Response Act



Paycheck Protection Program –
Use of Loan Proceeds

• Loan proceeds can be used for:

– Payroll Costs;

– Group health care benefits during periods of paid sick, medical or family 

leave, and insurance premiums;

– Interest on any mortgage obligation;

• Does not include any prepayment of or payment of principal on a 

mortgage obligation

– Rent;

– Utilities; 

– Interest on any other debt obligations that were incurred prior to 

February 15, 2020; and/or

– Refinancing an SBA EIDL made from January 31, 2020 – April 3, 2020

• EIDL proceeds received during this period used for payroll costs 

must be refinanced with the PPP loan

• If your EIDL was not used for payroll costs, your PPP eligibility is not 

impacted



Paycheck Protection Program –
Loan Forgiveness – General Rules

• Section 1106 of the CARES Act

• Loan forgiveness eligibility:

– Loan proceeds used during an 8-week period from the origination 

date of the Paycheck Protection Program Loan for:

• At least 75% on Payroll Costs with the remainder eligible to be 

used for:

– Interest payments on mortgage obligations on real or 

personal property incurred prior to February 15, 2020;

– Rent payments made under lease agreements entered into 

prior to February 15, 2020; and

– Utility payments related to the distribution of electricity, gas, 

water, transportation, telephone, or internet service for 

which service began prior to February 15, 2020



Paycheck Protection Program –
Loan Forgiveness – General Rules (cont’d) 

• Forgiveness amounts may be limited for:

– Workforce reductions; and/or 

– Individual employee compensation reductions in excess of 

25% 

• Exemptions exist for borrowers who:

– Rehire employees; and/or

– Restore salaries

• SBA has indicated that more guidance on loan forgiveness is 

forthcoming



Paycheck Protection Program –
Loan Forgiveness – Workforce Reduction

• Loan amount eligible for forgiveness may be reduced (but not 

increased) by the following 2 part formula

– Part I

• (a) Average number of full-time equivalent (“FTE”) employees 

during the 8-week period beginning with the date of the 

origination on the loan

• (b) Average number (at the borrower’s discretion) of FTE 

employees from

– February 15, 2019 – June 30, 2019; or

– January 1, 2020 – February 29, 2020

– Part II

• (c) Paycheck Protection Program loan used for eligible costs



Paycheck Protection Program –
Loan Forgiveness – Workforce Reduction (cont’d)

• The formula is (a) / (b) x (c)

• FTE is measured by the average number of FTE employees 

for each pay period falling within a month



Paycheck Protection Program –
Loan Forgiveness – Salary Reduction

• Loan amount eligible for forgiveness may also be reduced by 

decreases in salary and wages of any employee if:

– Decrease occurs during the 8-week period beginning with 

the date of the origination on the loan; and

– The decrease is in excess of 25% of the of the total salary 

or wages of the employee during the most recent full 

quarter during which the employee was employed prior the 

commencement of the 8-week period

– Employees who received annualized wages or salary in 

excess of $100,000 are excluded



Paycheck Protection Program –
Loan Forgiveness – Exemptions from Forgiveness Reductions

• As referenced earlier, exemptions from forgiveness reductions 

are available if:

– During the period from February 15, 2020 – April 26, 2020, 

there is a workforce or salary reduction that meets the 

criterion on the earlier slides, but:

• Borrower restores FTE employees to pre-February 15, 

2020 amounts by June 30, 2020; and/or

• Borrower restores the reduced salaries or wages for 

employees to pre-February 15, 2020 amounts by June 

30, 2020



Paycheck Protection Program
Loan Forgiveness – Documentation Requirements

• Documentation Requirements (required for loan forgiveness 

consideration):

– # of FTE employees on payroll and pay rates;

– Payroll tax filings with the Internal Revenue Service;

– State income, payroll, and unemployment filings;

– Cancelled checks, payment receipts, transcripts of accounts, or 

other documents verifying payments on covered mortgage 

obligations, covered lease obligations, and covered utility 

payments;

– Certification from an authorized representative that:

• The documentation presented is true and correct; and

• The amount for which forgiveness is requested was used to retain 

employees, or make interest payments on mortgage obligations, rent 

obligations and/or utility payments in force prior to February 15, 2020

• Lenders have 60 days from receipt of documentation to render 

decision



Paycheck Protection Program
Loan Balances

• Non-forgiven loan balances 

– Eligible for 6 month deferral

– 1% interest rate

– 2 year amortization period

– No borrower and/or lender fees

– No collateral requirements

– No personal guarantees

– Non-recourse, provided the fund are not used for unauthorized 

purposes

– No prepayment penalty



Economic Injury Disaster 

Loans (EIDL)



Economic Injury Disaster Loans 
Administration & Eligibility

• Economic Injury Disaster Loans (“EIDLs”) have been 

administered by the SBA prior to the COVID-19 outbreak

• Section 1110 of the CARES Act expands eligibility

– Small for-profit and non-profit businesses, as well as 

cooperatives and ESOPs

– Similar to Paycheck Protection Program loans, eligibility is 

employee-headcount based

• Similar exceptions as previously-referenced do apply

– Businesses directly and indirectly impacted by the pandemic, as 

well as businesses that provide services and/or products to 

impacted businesses

• Forgiveness component does not exist!



Economic Injury Disaster Loans
Administration & Eligibility (cont’d)

• Applicants apply online via the SBA website or via paper 

– Due to website traffic, applicants must now file via paper

• Eligibility and documentation requirements are more stringent 

in comparison to the Paycheck Protection Program

• Collateral requirements exist for loans >$25,000

– Applicants will not necessarily be rejected strictly for lack 

of collateral

• $10,000 forgivable advances are available



Economic Injury Disaster Loans 
Administration & Eligibility (cont’d)

• Tangible net worth cannot exceed $15,000,000

– Tangible net worth = business assets less business 

liabilities and intangible assets

• Average net income after federal tax for the two year prior to 

the application cannot exceed $5,000,000

• Applicants should consider affiliated groups, multi-entity 

ownership, etc.



Economic Injury Disaster Loans 
Loan Amounts

• Maximum loan amount is $2,000,000

– Not formula-driven

• Interest rates range from:

– 2.75% (not-for-profit)

– 3.75% (for profit)

• Amortization period is 30 years



Economic Injury Disaster Loans 
Loan Amounts (cont’d)

• No fees and no prepayment penalties, although personal 

guarantees may be required for certain loans

• Ability to repay is a criterion for receiving the loan



Economic Injury Disaster Loans 
Use of Loan Proceeds

• Loan proceeds may be used to:

– Provide paid sick leave to employees unable to work due 

directly to COVID-19;

– Maintain payroll to retain employees during business 

disruptions or substantial slowdowns;

– Meet increased costs to obtain materials unavailable from 

the applicant’s original source due to supply chain 

interruption

– Make rent or mortgage payments; and

– Repay obligations that cannot be met due to revenue 

losses



Key Takeaways & 

Considerations



Loan Programs 
Key Takeaways & Considerations

• General Takeaways & Considerations

– Applicants are eligible for loans under both programs

– Interactions with other credits and incentives

• Paycheck Protection Program Loans

– $10,000,000 maximum loan balance (formulaic computation)

– Forgiveness of some/all of the debt is available

– Differences exists between use of funds and funds eligible for 

forgiveness

– Application process completed at SBA designated banks

• Reach out to current banking relationship for specifics on 

application

– 2 year amortization period, 1.0% interest rate



Loan Programs 
Key Takeaways & Considerations (cont’d)

• Economic Injury Disaster Loans

– $2,000,000 maximum loan balance at SBA discretion

– Net worth and taxable income limitations

– Detailed application process through SBA

– No forgiveness aspect (other than potential $10K advance)

– 30 year amortization, 2.75% - 3.75% interest rate



Frequently Asked 

Questions



For additional questions:  Email Covid19@saxllp.com

Upcoming Webinar

Tax Provisions & Incentives for Businesses & Individuals

Wednesday, April 8 @ 10 AM

Visit Sax’s COVID-19 Resource Center found on Saxllp.com

to register and for on-going information and resources.




