
BRSW Summary: Paycheck Protection Program 

As of April 3, 2020 

 

This is a new law, and the guidance is changing on a daily basis.  This is intended to provide guidance and 

should not be relied upon as authoritative as it may be out of date in a few days.   

Each business must consider its own unique circumstances before it makes a decision. 

On March 27, 2020, the President signed the Coronavirus Aid, Relief, and Economic Security Act (the 

CARES Act) to provide emergency assistance and health care response for individuals, families, and 

businesses affected by the coronavirus pandemic.  The Small Business Administration (SBA) received 

funding and authority through the Act to modify existing loan programs and establish a new loan program 

to assist small businesses nationwide adversely impacted by the COVID-19 emergency.  

Among the provisions contained in the CARES Act are provisions authorizing SBA to temporarily 

guarantee loans under a new 7(a) loan program titled the “Paycheck Protection Program.”  Loans 

guaranteed under the Paycheck Protection Program (PPP) will be 100 percent guaranteed by SBA, and 

the full principal amount of the loans may qualify for loan forgiveness.  The following outlines the key 

provisions of the PPP.   

1. General. 

a. SBA is authorized to guarantee loans under the PPP through June 30, 2020.  Congress 

authorized a program level of $349,000,000,000 to provide guaranteed loans under this 

new 7(a) program.  The intent of the Act is that SBA provide relief to America’s small 

businesses expeditiously. 

2. What Do Borrowers Need to Know and Do? 

a. Am I eligible? 

i. You are eligible for a PPP loan if you have 500 or fewer employees whose 

principal place of residence is in the United States, or are a business that 

operates in a certain industry and meet the applicable SBA employee-based size 

standards for that industry, and you are: 

1. A small business as defined by the Small Business Act. 

2. A tax-exempt nonprofit organization described in section 501(c)(3) of the 

Internal Revenue Code (IRC). 

3. A tax-exempt veterans organization described in section 501(c)(19) of 

the IRC. 

4. A tribal business concern described in section 31(b)(2)(C) of the Small 

Business Act. 

ii. You were in operation on February 15, 2020 and either had employees for whom 

you paid salaries and payroll taxes or paid independent contractors, as reported 

on a Form 1099-MISC. 

1. You cannot claim payments to independent contractors as part of your 

loan amount.  These individuals are responsible for filing for their own 

PPP loan. 



b. Sole Proprietors or Independent Contractors 

i. You are also eligible for a PPP loan if you were in operation as of February 15, 

2020. 

ii. You must also submit such documentation as is necessary to establish eligibility 

such as payroll processor records, payroll tax filings, or Form 1099MISC, or 

income and expenses from a sole proprietorship.  For borrowers that do not have 

any such documentation, the borrower must provide other supporting 

documentation, such as bank records, sufficient to demonstrate the qualifying 

payroll amount. 

3. Could I be ineligible even if I meet the eligibility requirements in (a) above? 

a. You are ineligible for a PPP loan if, for example: 

i. You are engaged in any activity that is illegal under federal, state, or local law. 

ii. You are a household employer (individuals who employ household employees 

such as nannies or housekeepers). 

iii. An owner of 20 percent or more of the equity of the applicant is incarcerated, on 

probation, on parole; presently subject to an indictment, criminal information, 

arraignment, or other means by which formal criminal charges are brought in 

any jurisdiction; or has been convicted of a felony within the last five years. 

iv. You, or any business owned or controlled by you or any of your owners, has ever 

obtained a direct or guaranteed loan from SBA or any other Federal agency that 

is currently delinquent or has defaulted within the last seven years and caused a 

loss to the government.  

4. How do I calculate the maximum I can borrow? 

a. Aggregate payroll costs (defined in detail below in 5.) from the last twelve months for 

employees whose principal place of residence is the United States. 

b. Subtract any compensation paid to an employee in excess of an annual salary of $100,000 

and/or any amounts paid to an independent contractor or sole proprietor in excess of 

$100,000 per year. 

c. Calculate average monthly payroll costs (divide the amount from Step 2 by 12). 

d. Multiply the average monthly payroll costs from Step 3 by 2.5. 

e. Add the outstanding amount of an Economic Injury Disaster Loan (EIDL) made between 

January 31, 2020 and April 3, 2020, less the amount of any “advance” under an EIDL 

COVID-19 loan (because it does not have to be repaid) 

f. SEE OUR EXAMPLES POSTED ON OUR WEBSITE. 

5. What qualifies as “payroll costs?” 

a. Wages reported in Form W-2 box 5. 

b. Health insurance – employer portion. 

c. Retirement benefits – employer match portion only. 

d. State Unemployment and Worker’s Compensation. 

6. Is there anything expressly excluded from the definition of payroll costs: 

a. Any compensation of an employee whose principal place of residence is outside of the 

United States. 

b. The compensation of an individual employee in excess of an annual salary of $100,000, 

prorated as necessary. 



c. Federal employment taxes imposed or withheld between February 15, 2020 and June 30, 

2020, including the employee’s and employer’s share of FICA and Railroad Retirement 

Act taxes. 

d. Income taxes required to be withheld from employees. 

e. Qualified sick and family leave wages for which a credit is allowed under sections 7001 

and 7003 of the Families First Coronavirus Response Act. 

7. Do independent contractors count as employees for purposes of PPP loan calculations? 

a. No, independent contractors have the ability to apply for a PPP loan on their own, so 

they do not count for purposes of a borrower’s PPP loan calculation. 

8. What is the interest rate on a PPP loan? 

a. The interest rate is 1% 

9. What will be the maturity date on a PPP loan? 

a. The maturity is two years. 

10. Can I apply for more than one PPP loan? 

a. No.  The Administrator, in consultation with the Secretary, determined that no eligible 

borrower may receive more than one PPP loan.  This means that if you apply for a PPP 

loan you should consider applying for the maximum amount.   

11. Is the PPP “first-come, first-served? 

a. Yes. 

12. Can my PPP loan be forgiven in whole or in part? 

a. Yes.  The amount of loan forgiveness can be up to the full principal amount of the loan 

and any accrued interest. 

b. The borrower will not be responsible for any loan payment if the borrower uses all of the 

loan proceeds for forgivable purposes described below and employee and compensation 

levels are maintained. 

c. The actual amount of loan forgiveness will depend, in part, on the total amount of payroll 

costs, payments of interest on mortgage obligations incurred before February 15, 2020, 

rent payments on leases dated before February 15, 2020, and utility payments under 

service agreements dated before February 15, 2020, over the eight-week period 

following the date of the loan.   

d. However, not more than 25 percent of the loan forgiveness amount may be attributable 

to nonpayroll costs. 

13. Do independent contractors count as employees for purposes of PPP loan forgiveness? 

a. No, independent contractors have the ability to apply for a PPP loan on their own, so 

they do not count for purposes of a borrower’s PPP loan forgiveness. 

14. How can PPP loans be used? 

a. Payroll costs as defined in 5. (Must be at least 75% of the PPP loan.) 

b. Utility payments. 

c. Rent payments. 

d. Interest payments on any other debt obligations incurred before February 15, 2020. 

15. What happens if PPP loan funds are misused? 

a. If you use PPP funds for unauthorized purposes, SBA will direct you to repay those 

amounts.  If you knowingly use the funds for unauthorized purposes, you will be subject 

to additional liability such as charges for fraud.  If one of your shareholders, members, or 



partners uses PPP funds for unauthorized purposes, SBA will have recourse against the 

shareholder, member, or partner for the unauthorized use. 

16. Who is eligible to make PPP loans? 

a. The SBA.gov website has a locator feature to find the nearest eligible lender.  Please 

contact your banker as soon as possible to determine if they are participating and the 

specific documents they will require. 

17. Is there a fee payable to receive the loan? 

a. There will be no up-front guarantee fee payable to SBA by the Borrower. 

Please review the details of the Paycheck Protection Program carefully to determine if you feel you are 

eligible for a loan.  Consult a banker who is participating in the SBA program to ensure you can meet any 

document requirements they may have.  You must also decide if the current economic uncertainty makes 

the loan necessary to support your ongoing operations.  Please document as part of the application 

process how the current economic uncertainty applies to you and how you would justify the loan if 3 

months from now the bank or SBA may challenge why you took the loan.  Claiming a loan that you do not 

qualify for may require you to pay the full amount back and committing fraud to receive the loan comes 

with steep penalties.  This loan is intended to ensure that businesses can continue to pay employees 

throughout the current crisis.   

 

 


