
Who Qualifies?
Eligible borrowers include any business (including nonprofit 
organizations) with not more than 500 employees or the 
applicable size standard established by the SBA for the 
industry in which the business operates, if greater.

How Much May be Borrowed and at What Cost?
• Borrowers may borrow the lesser of (a) 2.5 times the

average total monthly “payroll costs” (calculated based
on the prior year’s payroll) or (b) $10 million. Payroll costs
do not include compensation to a single employee in an
amount greater than $100,000.

• The maximum interest rate is capped at 1%.

• Borrower and lender fees are waived and Payments of
principal, interest will be deferred for at least 6 months,
but not more than 1 year.

• Loans are unsecured and borrowers are not required to
sign personal guarantees.

What May the Loan Proceeds be Used For?
Loan proceeds may be used for a variety of expenses 
including employee salaries/wages, paid leave and 
severance, health benefits and insurance premiums, 
retirement benefits, state and local payroll taxes, mortgage/
rent payments, utility payments and interest on other debt 
incurred before February 15, 2020.

What Portion of the Loan May Be Forgiven?
The amount of the loan eligible for forgiveness is equal to 
the costs incurred during the 8-week period commencing on 
the loan origination date (the “Covered Period”) for payroll, 
interest on mortgages, rent, and utilities. The amount of 
loan forgiveness may not exceed the principal amount of the 
loan and at least 75% of the loan forgiveness must be attributable 
to payroll costs and is subject to reduction if the business 
reduces the number of full-time employees and/or reduces 
salary/wages of its employees as follows:

Reduction in Number of Employees — The loan forgiveness 
amount will be reduced by the percentage decrease in 
number of full-time employees in the Covered Period 
compared to  the number of full-time employees from either 
(i) February 15, 2019 – June 30, 2019 or (ii) January 1, 2020 
– February 29, 2020 (whichever period the borrower elects
to use).

Reduction in Salary and Wages — The loan forgiveness 
amount will be further reduced if the salary/wages of 
employees earnings less than $100,000/year has decreased 
by more than 25% when compared to the salaries/wages 
of such employees for the full quarter prior to the loan 
origination date.

Opportunity to Cure — A borrower that experienced a 
reduction in workforce or in salary/wages may be able to limit 
the reduction in loan forgiveness if the borrower increases 
its workforce or the salary/wages it pays its employees by 
June 30, 2020.

CARES Act Establishes SBA Paycheck Protection Program

On March 27, 2020, President Trump signed into law, the 
Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) 
expanding the SBA 7(a) loan program (the “Paycheck Protection 
Program”) by allowing eligible businesses to receive forgivable 
loans of up to $10,000,000 for a maximum term of 2 years.
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Loan forgiveness is not automatic and requires borrowers to apply for loan forgiveness with their lenders and to submit 
documentation verifying employee headcounts and compensation amounts.  Businesses interested in applying for forgivable 
SBA loans may apply with their local banks through December 31, 2020 for the coverage period of February 15, 2020 through 
June 30, 2020.

It is important to note that businesses that receive a Paycheck Protection Loan may not utilize Payroll Tax Deferral or 
the Employee Retention Credit.

Changes to the Existing SBA’s Economic Injury Disaster Loans (EIDLs)
In addition to providing for forgivable loans through the Paycheck Protection Program, the CARES act has expanded eligibility 
under the SBA’s existing Economic Injury Disaster Loans (EIDL) program.

SOME OF THE CHANGES ARE AS FOLLOWS:

• Eligible recipients of EIDLs now include all non-profit organizations, sole proprietors, independent contractors, Tribal
small businesses, cooperatives, and ESOPs with less than 500 employees.

• The SBA may approve EIDLs solely on an applicant’s credit score and EIDLs that are less than $200,000 may be approved 
without requiring a personal guarantee.

• EIDL borrowers may receive a $10,000 emergency cash advance. The advance may be forgiven if it is spent on certain
specified costs including paid leave, payroll, mortgage or lease payments or repaying obligations that the borrower
cannot repay due to loss of revenue.

Please contact Kerr Russell attorneys today to determine how your business may benefit from an SBA loan or from various 
other relief provisions enacted by the CARES Act.

JOHN D. GATTI
John D. Gatti of John Gatti, Tax attorney of Kerr Russell is a Certified Public Accountant as well as an 
attorney. He concentrates his practice in the areas of taxation, mergers and acquisitions, business law, 
real estate law, and estate planning. John also serves as the firm’s administrative partner and chairs 
the firm’s Taxation Practice Group. He has considerable experience representing professional services 
firms. These include accounting, engineering, and architectural firms, as well as insurance agencies, in 
purchase and sale transactions. Email John

LIAM K. HEALY
Liam K. Healy of Kerr Russell practice clients maintain compliance with state and federal tax laws that 
govern individuals and businesses has a broad range of experience in business law and business tax 
matters. His practice in this area includes plan design strategies to achieve the maximum allowable 
contributions for the business owner clients. He also prepares determination letter applications and 
represents clients in IRS and Department of Labor audits. Liam also practices in the areas of 
employee benefits and ERISA.  He regularly writes and speaks on the practice of tax and employee 
benefits law. Email Liam

CODY ATTISHA
Cody Attisha focuses on taxation law, corporate law, mergers and acquisitions, finance, and estate 
and trust planning. He also helps clients with entity formation, including evaluating, choosing, and 
implementing the right partnership, corporate, or non-profit structure. Email Cody
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