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Topline Updates

• Since original guidance was released, the Small Business Administration has refined their 

frequently ask questions and other guides. Navigating these programs can be confusing. 

In today’s “Deeper Dive” we focus on the most current guidance compiled by our experts 

for small businesses in one guide on the Economic Injury Disaster Loans & Emergency 

Economic Injury Grants and the Paycheck Protection Programs.

• A pro forma Senate meeting came and went this morning in the U.S. Senate without any 

movement on a spending package needed to shore up funding for small-business loans 

that could run dry by the end of the week. Neither Republicans nor Democrats tried 

to bring up their competing legislation during the one-minute session, as they did last 

Thursday.

• The Majority Leader announced that absent an emergency, the House is not expected to 

meet prior to Monday, May 4. 

• Treasury launched a web portal to allow eligible State, local, and tribal governments to 

receive payments to help offset the costs of their response to the coronavirus pandemic.

• All HBS COVID-19 Federal Response Updates can be found by clicking here.

Coronavirus Case Update1

1 As of 4:00 PM, April 13, 2020; https://coronavirus.jhu.edu/map.html

Total Cases 
4.10.20

Total Cases 
4.13.20

Change from  
Last Update

Total 
Recovered

Total 
Deaths

Global 1,650,210 1,904,566 + 254,356 446,002 118,459

United States 475,749 572,169 + 96,420 32,998 21,662
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A Deeper Dive — Frequently Asked Questions and More Guidance on SBA 
Loan Programs

The CARES Act that was passed by Congress on March 27th created several new programs to help small 

business owners and entrepreneurs address the economic hardships created by the COVID-19 crisis.  Since 

these programs launched, small businesses, non-profit organizations, sole proprietors and independent 

contractors have submitted applications for portions of the $349 billion in potentially forgivable loans under 

the CARES Act Paycheck Protection Program (PPP). In addition, $27 billion in Small Business Administration 

(SBA) grants and subsidies were made available to small businesses that have been impacted by COVID-19 

through the Economic Injury Disaster Loan (EIDL) Program and the SBA Loan Subsidy Program.

Since original guidance was released, the Small Business Administration has refined their frequently ask 

questions and other guides. Navigating these programs can be confusing. To assist you, our experts have 

compiled the following guidance for small businesses in one simple to use guide on Economic Injury Disaster 

Loans & Emergency Economic Injury Grants and the Paycheck Protection Program.

Economic Injury Disaster Loans (EIDL) and Emergency Economic Injury Grants (EIDL Grants)

These grants provide an emergency advance of up to $10,000 to small businesses and private non-profits 

harmed by COVID-19 within three days of applying for an SBA Economic Injury Disaster Loan (EIDL). To 

access the advance, you first apply for an EIDL and then request the advance. The advance does not need 

to be repaid under any circumstance, and may be used to keep employees on payroll, to pay for sick leave, 

meet increased production costs due to supply chain disruptions, or pay business obligations, including 

debts, rent and mortgage payments.

What is an Economic Injury Disaster Loan?

The SBA’s EIDL program provides small businesses with working capital loans of up to $2 million to help 

overcome the temporary loss of revenue as the result of a declared disaster. The CARES Act sets out new 

rules that make it easier for small businesses that were damaged by closures, or had other losses, due to 

the coronavirus to apply for and receive loans quickly.  $30 billion was added to the EIDL loan fund. $10 

billion more was added for the EIDL Grants connected to the EIDL loans. EIDLs are available from January 

31, 2020 – December 31, 2020. The EIDL Grants are backdated to January 31, 2020 to allow those who have 

already applied for EIDLs to be eligible to also receive an EIDL Grant.

If a business needs funds immediately, can the EIDL loan help?

Yes. A borrower can apply for an EIDL loan and receive an advance in the form of a $10,000 EIDL Grant 

within 3 days, if an advance is requested. The borrower will not be required to pay back the $10,000, even 

if the EIDL loan is later denied. The borrower will be required to certify to the SBA, under penalty of perjury, 

that it is eligible to apply. The EIDL Grant funds can be used for maintaining payroll, providing sick leave 

to employees, rent or mortgages payments, and paying other obligations that cannot be paid due to lost 

revenue.
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Are there other special provisions that make it easier to get an EIDL loan based on the coronavirus?

The CARES Act has simplified the process for EIDL applications for coronavirus loans made before December 

31, 2020. For example:

• The SBA will waive personal guarantees on advances and loans below $200,000. 

• The SBA will waive the test as to whether you can get credit elsewhere. 

• The SBA will waive the usual requirement that you needed to be in business for a year before the 

declaration.

• The SBA will rely on your credit score instead of the usual “determination of ability to repay.” If you 

have trouble with a credit score, the SBA has authority to determine if a reasonable alternative can 

be used.

What kinds of businesses can qualify and what proof do they need that they qualify?

Sole proprietors (with or without employees), independent contractors, cooperatives and employee owned 

businesses, and Tribal small businesses with 500 or fewer employees are eligible for EIDLs.

Also, small business concerns and small agricultural cooperatives that meet the applicable size standard for 

the SBA are also eligible, as well as most private non-profits of any size. 

In advance of disbursing the EIDL Grant, the SBA must verify that the entity is an eligible applicant for an 

EIDL. To do this, applicants must certify with the SBA, under penalty of perjury, that they are eligible.

If a business receives an EIDL and/or an EIDL Grant, can it also get a PPP loan?

Yes. Whether the business has already received an EIDL unrelated to Coronavirus or a Coronavirus-related 

EIDL and/or an EIDL Grant between January 31, 2020 and June 30, 2020, it may also apply for a PPP loan. 

If the business also receives a PPP loan, or refinances an EIDL into a PPP loan, any EIDL Grant amount will 

be subtracted from the amount forgiven in the PPP loan.  Also, a business cannot use the EIDL for the same 

purpose as its PPP loan. For example, if the business used the EIDL to cover payroll for certain workers in 

April, it cannot use a PPP loan for payroll for those same workers in April, although it could use it for payroll 

in March or for different workers in April.

Employee-based and revenue-based size standards can be found on the SBA website.

Paycheck Protection Program

The program would provide cash-flow assistance through 100 percent federally guaranteed loans to 

employers who maintain their payroll during this emergency. If employers maintain their payroll, the loans 

would be forgiven, which would help workers remain employed, as well as help affected small businesses and 

our economy snap-back quicker after the crisis. PPP has a host of attractive features, such as forgiveness of 

up to 8 weeks of payroll based on employee retention and salary levels, no SBA fees, and at least six months 

of deferral with maximum deferrals of up to a year. Small businesses and other eligible entities will be able 

to apply if they were harmed by COVID-19 between February 15, 2020 and June 30, 2020. This program 

http://www.sba.gov/size
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would be retroactive to February 15, 2020, in order to help bring workers who may have already been laid 

off back onto payrolls. Loans are available through June 30, 2020.

Who is eligible to receive PPP loans?

Generally, any business, 501(c)(3) nonprofit organization, 501(c)(19) veterans organization, or Tribal business 

• With not more than 500 employees who principal place of residence is in the United States; 

• Any business that meets the SBA employee-based size standards2 for the industry in which it operates 

(if applicable);

• Any business that is a “small business concern” as defined in section 3 of the Small Business Act, 15 

U.S.C. 632, and meets the SBA employee-based or revenue-based size standards3 corresponding to 

its primary industry; or

• Any business that is a “small business concern” under the SBA’s “alternative size standard” as of March 

27, 2020, which standard is met if the business has not more than (1) a maximum tangible net worth 

of $15 million and (2) an average net income of $5 million (after Federal income taxes, excluding any 

carry-over losses) for 2 full fiscal years before the date of application.

Sole proprietors, independent contractors, and “eligible self-employed individuals” (as defined in the Families 

First Coronavirus Response Act) are also eligible, so long as they submit documentation evidencing eligibility 

(including payroll tax filings reported to the IRS, Forms 1099-MISC, and income and expenses).

An important exception has been made for businesses that, at the time of loan disbursal, is assigned a NAICS 

code beginning with 72 (accommodation and food services). These businesses can have more than 500 

employees, so long as that business employs not more than 500 employees per physical location.

In order to qualify for the PPP, a business must include all affiliates in determining the 500-person limit 

unless:

• Business, at the time of loan disbursal, is assigned an NAICS code beginning with 72 (accommodation 

and food services); or

• Business is operating as a franchise that is assigned a franchise identifier code by the SBA; or

• Business receives financial assistance from a small business investment company (SBIC).

Additionally, in evaluating eligibility, a qualified lender is required to consider whether the business was in 

operation on February 15, 2020 and had employees for whom the borrower paid salaries and payroll taxes.

As of what date do businesses calculate their headcount?

As indicated in the SBA and Treasury’s April 6, 2020 Frequently Asked Questions (FAQs), Borrowers may 

choose to calculate their headcount using:

1. their average employment from the previous 12 months, or

2 https://www.sba.gov/federal-contracting/contracting-guide/size-standards

3 https://www.sba.gov/federal-contracting/contracting-guide/size-standards

https://www.census.gov/eos/www/naics/reference_files_tools/1997/sec72.htm
https://www.census.gov/eos/www/naics/reference_files_tools/1997/sec72.htm
https://www.sba.gov/federal-contracting/contracting-guide/size-standards
https://www.sba.gov/federal-contracting/contracting-guide/size-standards
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2. from calendar year 2019 or (3) the average number of employees per pay period in the 12 completed 

calendar months prior to the date of the loan application (or the average number of employees for 

each of the pay periods that the business has been in operation, if it has not been in operation for 12 

months).

How does a business determine its “affiliates”?

“Affiliate” status is determined under current SBA regulations, which provide generally for a broad definition 

based on control. Control/affiliation is a facts and circumstances test that includes both affirmative and 

negative control. Parties with significant equity, negative covenants, board seats, blocking rights, and other 

shareholder/contractual rights are generally considered affiliates, even when they don’t have a majority 

voting control or control of the board.

If a business has financing available elsewhere is it still eligible for a PPP loan?

Yes. The SBA has waived its “credit-elsewhere” test.

How does a PPP loan coordinate with the SBA’s existing loans?

Businesses can apply for PPP loans and other SBA financial assistance, including Economic Injury Disaster 

Loans (EIDLs), traditional 7(a) loans, 504 loans, and microloans, and can also receive investment capital 

from Small Business Investment Corporation (SBIC). However, the business cannot use the PPP loan for 

the same purpose as its other SBA loan(s).

For example, if a business uses its PPP loan to cover payroll for the 8-week covered period, it cannot use a 

different SBA loan product for payroll for those same costs in that period, although it could use it for payroll 

not during that period or for different workers.

How does the PPP loan work with the temporary Emergency Economic Injury Grants (up to $10,000 

each) awarded under the EIDL Program?

Emergency Economic Injury Grant (up to $10,000 each) and EIDL recipients may apply for and take out a 

PPP loan as long as there is no duplication in the uses of funds.

What is the maximum amount of a PPP loan?

Businesses are eligible for the lesser of:

• $10,000,000

• 2.5 times the average monthly payroll costs (see below for definition) determined during the one-year 

period before the date on which the loan is made.

Please note that for seasonal employers, as determined by the SBA, the measurement period is either the 

12-week period beginning February 15, 2019 or March 1, 2019 to June 30, 2019, at the election of the borrower.

If the business was not operating during the period from February 15, 2019 until June 30, 2019, the relevant 

measurement period is January 1, 2020 through February 29, 2020.
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What is included in “payroll costs?”

“Payroll costs” include:

• salary, wages, commission, or similar compensation;

• payments of cash tips or the equivalent;

• payment for vacation, parental, family, medical or sick leave;

• allowance for dismissal or separation;

• payments required for the provision of group health care benefits, including insurance premiums;

• payment of any retirement benefit; and

• payment of state or local tax assessed on the employee.

What is not included in “payroll costs”?

“Payroll costs” may not include:

• cash compensation of an individual employee in excess of an annual salary of $100,000 in one year, 

pro-rated;

• taxes imposed or withheld under chapters 21, 22, or 24 of the Internal Revenue Code during the 

covered period.  These are amounts paid and withheld for FICA, railroad wages and federal income 

tax withholding;

• any compensation of an employee whose principal place of residence is outside of the United States;

• qualified sick leave wages or family leave wages for which a credit is allowed under sections 7001 or 

7003 of the Families First Coronavirus Response Act; or

• Amounts paid to independent contractors.

Can the loan proceeds be used to pay any expenses in the borrower’s discretion?

No. Proceeds can only be used for the following: 

• payroll costs (as noted above);

• costs related to continuation of group health care benefits during periods of paid sick, medical, or 

family leave, and insurance premiums;

• employee salaries, commissions, or similar compensations (see exclusions above);

• payments of interest on any mortgage obligation (which shall not include any prepayment of or 

payment of principal on a mortgage obligation);

• rent (including rent under a lease agreement);

• utilities; and

• interest on any other debt obligations that were incurred before February 15, 2020.

Additionally, as part of the loan process, the business will need to acknowledge that the funds will be used 

to retain workers and maintain payroll or make mortgage payments, lease payments and utility payments.
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What will the banks require to make the loan?

The CARES Act requires a lender to confirm the following:

• the borrower was in operation on February 15, 2020;

• the borrower had employees for whom it paid salaries and payroll taxes; and

• with respect to loan deferrals, the borrower was adversely impacted by COVID-19 (although this 

requirement is presumed).

Are PPP loans eligible for loan forgiveness?

Yes.

What will be the terms of that forgiveness?

While the SBA may be issuing further guidance on loan forgiveness, the CARES Act states that the loan 

obligations eligible for forgiveness include amounts expended for those obligations and services listed below 

that are incurred during the “Covered Period” (which means for purposes of this question and the next, the 

8-week period beginning on the origination date of the covered loan), but only where such obligation or 

service (in the case of mortgage obligations, rent and utilities) was an existing obligation as of February 15, 

2020:

• all payroll costs expended (see definition above) excluding compensation for any individual employee 

over $100,000; plus

• any payment of interest on any mortgage incurred by borrower on real or personal property (not 

including any prepayment or payment of principal); plus

• any payment of rent obligated under a leasing agreement; plus

• any utility payment (electricity, gas, water, transportation, telephone, or internet access) (collectively, 

the “8-Week Costs”).

The limitations and adjustments to forgiveness of the 8-Week Costs are as follows:

• The amount of forgiveness cannot exceed the principal balance of the loan.

• The amount of forgiveness will be reduced based on the reduction in number of employees (as 

measured by the formula described below).

• The amount of forgiveness will also be reduced by the amount by which there is a reduction in 

total salary or wages for any employee that is in excess of 25% of the total salary or wages of such 

employee during the most recent full quarter during which the employee was employed prior to the 

Covered Period (excluding, subject to further review of the SBA regulations, reductions for employees 

making in excess of $100,000).

• Increased wages paid to tipped workers are eligible for forgiveness.

The CARES Act also includes exemptions for rehires to encourage companies to hire workers that have been 

laid off due to COVID-19.  In particular, reductions in employees and in salaries that occur between February 

15, 2020 and ending on the date 30 days from enactment of the CARES Act are excluded from the reductions 
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described in subsection (2) and (3) above, so long as the borrower re-hires or restores pay (as applicable) 

for the affected workers before June 30, 2020.

The amount of forgiveness of the PPP loan shall also be reduced by any EIDL Grant amount received by 

borrower.

Guidance issued by the SBA on March 31, 2020 and April 2, 2020 also limits the amounts of forgiveness 

stating: “Funds are provided in the form of loans that will be fully forgiven when used for payroll costs, 

interest on mortgages, rent, and utilities (due to likely high subscription, at least 75% of the forgiven amount 

must have been used for payroll).” As such, only 25% of loan proceeds used for eligible expenses other than 

payroll costs are eligible for forgiveness.

How do I calculate the amount by which forgiveness of the 8-Week Costs will be reduced (under 

subsection (2), above) if I do not fully maintain my workforce?

The 8-Week Costs shall be reduced by multiplying the amount of the 8-Week Costs by the Reduction in 

Number of Employees. The “Reduction in Number of Employees” shall be calculated by dividing the (i) 

average number of full-time equivalent employees per month employed by borrower during the Covered 

Period by (ii) at the election of borrower (not including seasonal employers, as determined by the SBA): 

(y) the average number of full-time equivalent employees per month employed by the borrower during the 

period beginning on February 15, 2019 and ending on June 30, 2019 or (z) the average number of full-time 

equivalent employees per month employed by borrower during the period beginning on January 1, 2020 

and ending on February 29, 2020. Seasonal employers must use the February 15, 2019 to June 30, 2019 

measuring period.

How does the borrower receive forgiveness on its PPP loan?

The CARES Act requires that the borrower must apply to the lender by submitting:

• Documentation verifying the number of employees on payroll and pay rates, including IRS payroll tax 

filings and State income, payroll and unemployment insurance filings.

• Documentation verifying payments on covered mortgage obligations, lease obligations, and utilities.

• Certification from a representative of the business or organization that is authorized to certify that the 

documentation provided is true and that the amount that is being forgiven was used in accordance 

with the PPP guidelines for use.

What happens after the forgiveness period?

Any loan amounts not forgiven are carried forward as an ongoing loan with max terms of two years from the 

date on which the borrower applies for loan forgiveness at an interest rate of 1.0%. Payments of principal and 

interest will be deferred, for a total of six months from the date of disbursement of the loan origination date.

How do small businesses apply for a PPP loan?

PPP loans will be made through an SBA-approved lender and will be guaranteed by the SBA.  If the business 

has a relationship with a lender, it should immediately contact that lender to see if that lender will be 
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making PPP loans.  The business should immediately begin working with an SBA-approved lender to confirm 

eligibility and to start the application process.

Paycheck Protection Program Loans – SBA Generated FAQs4

The Small Business Administration (SBA), in consultation with the Department of the Treasury, intends to 

provide timely additional guidance to address borrower and lender questions concerning the implementation 

of the Paycheck Protection Program (PPP), established by section 1102 of the Coronavirus Aid, Relief, and 

Economic Security Act (CARES Act or the Act). This document will be updated on a regular basis.

Borrowers and lenders may rely on the guidance provided in this document as SBA’s interpretation of the 

CARES Act and of the Paycheck Protection Program Interim Final Rule (“PPP Interim Final Rule”) (link). The 

U.S. government will not challenge lender PPP actions that conform to this guidance, and to the PPP Interim 

Final Rule and any subsequent rulemaking in effect at the time.

Lender’s Obligation with regard to borrower’s calculations

Paragraph 3.b.iii of the PPP Interim Final Rule states that lenders must “[c]onfirm the dollar amount of 

average monthly payroll costs for the preceding calendar year by reviewing the payroll documentation 

submitted with the borrower’s application.”  Does that require the lender to replicate every borrower’s 

calculations?

No. Providing an accurate calculation of payroll costs is the responsibility of the borrower, and the borrower 

attests to the accuracy of those calculations on the Borrower Application Form. Lenders are expected to 

perform a good faith review, in a reasonable time, of the borrower’s calculations and supporting documents 

concerning average monthly payroll cost. For example, minimal review of calculations based on a payroll 

report by a recognized third-party payroll processor would be reasonable. In addition, as the PPP Interim 

Final Rule indicates, lenders may rely on borrower representations, including with respect to amounts 

required to be excluded from payroll costs.

If the lender identifies errors in the borrower’s calculation or material lack of Substantiation in the borrower’s 

supporting documents, the lender should work with the borrower to remedy the issue.

Size of Small Business

Are small business concerns (as defined in section 3 of the Small Business Act, 15 U.S.C. 632) required to 

have 500 or fewer employees to be eligible borrowers in the PPP?

No. Small business concerns can be eligible borrowers even if they have more than 500 employees, as long 

as they satisfy the existing statutory and regulatory definition of a “small business concern” under section 

3 of the Small Business Act, 15 U.S.C. 632. A business can qualify if it meets the SBA employee-based or 

revenue- based size standard corresponding to its primary industry. Go to www.sba.gov/size for the industry 

size standards.

4 As of April 8, 2020
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Additionally, a business can qualify for the Paycheck Protection Program as a small business concern if it 

met both tests in SBA’s “alternative size standard” as of March 27, 2020:

1. maximum tangible net worth of the business is not more than $15 million; and

2. the average net income after Federal income taxes (excluding any carry-over losses) of the business 

for the two full fiscal years before the date of the application is not more than $5 million.

A business that qualifies as a small business concern under section 3 of the Small Business Act, 15 U.S.C. 

632, may truthfully attest to its eligibility for PPP loans on the Borrower Application Form, unless otherwise 

ineligible. 

Small Business Qualification

Does my business have to qualify as a small business concern (as defined in section 3 of the Small Business 

Act, 15 U.S.C. 632) in order to participate in the PPP?

No. In addition to small business concerns, a business is eligible for a PPP loan if the business has 500 or 

fewer employees whose principal place of residence is in the United States, or the business meets the SBA 

employee-based size standards for the industry in which it operates (if applicable). Similarly, PPP loans are 

also available for qualifying tax-exempt nonprofit organizations described in section 501(c)(3) of the Internal 

Revenue Code (IRC), tax-exempt veterans organization described in section 501(c)(19) of the IRC, and 

Tribal business concerns described in section 31(b)(2)(C) of the Small Business Act that have 500 or fewer 

employees whose principal place of residence is in the United States, or meet the SBA employee-based size 

standards for the industry in which they operate.

Lenders Obligation on Affiliation Rules

Are lenders required to make an independent determination regarding applicability of affiliation rules under 

13 C.F.R. 121.301(f) to borrowers?

No. It is the responsibility of the borrower to determine which entities (if any) are its affiliates and determine 

the employee headcount of the borrower and its affiliates. Lenders are permitted to rely on borrowers’ 

certifications.

Borrower’s Application of Affiliation Rules

Are borrowers required to apply SBA’s affiliation rules under 13 C.F.R. 121.301(f)?

Yes. Borrowers must apply the affiliation rules set forth in SBA’s Interim Final Rule on Affiliation. A borrower 

must certify on the Borrower Application Form that the borrower is eligible to receive a PPP loan, and that 

certification means that the borrower is a small business concern as defined in section 3 of the Small Business 

Act (15 U.S.C. 632), meets the applicable SBA employee-based or revenue-based size standard, or meets 

the tests in SBA’s alternative size standard, after applying the affiliation rules, if applicable. SBA’s existing 

affiliation exclusions apply to the PPP, including, for example the exclusions under 13 CFR 121.103(b)(2).



12HBS COVID-19 Updates | April 13, 2020

Minority Shareholder Control and Affiliation

The affiliation rule based on ownership (13 C.F.R. 121.301(f)(1)) states that SBA will deem a minority shareholder 

in a business to control the business if the shareholder has the right to prevent a quorum or otherwise block 

action by the board of directors or shareholders. If a minority shareholder irrevocably gives up those rights, 

is it still considered to be an affiliate of the business?

No. If a minority shareholder in a business irrevocably waives or relinquishes any existing rights specified in 

13 C.F.R. 121.301(f)(1), the minority shareholder would no longer be an affiliate of the business (assuming no 

other relationship that triggers the affiliation rules).

Salaries over $100,000

The CARES Act excludes from the definition of payroll costs any employee compensation in excess of an 

annual salary of $100,000. Does that exclusion apply to all employee benefits of monetary value?

No. The exclusion of compensation in excess of $100,000 annually applies only to cash compensation, not 

to non-cash benefits, including:

• employer contributions to defined-benefit or defined-contribution retirement plans;

• payment for the provision of employee benefits consisting of group health care coverage, including 

insurance premiums; and

• payment of state and local taxes assessed on compensation of employees.

Do PPP loans cover paid sick leave?

Yes. PPP loans covers payroll costs, including costs for employee vacation, parental, family, medical, and sick 

leave. However, the CARES Act excludes qualified sick and family leave wages for which a credit is allowed 

under sections 7001 and 7003 of the Families First Coronavirus Response Act (Public Law 116–127). Learn 

more about the Paid Sick Leave Refundable Credit here.

Average Monthly Payroll Costs – Seasonal Business

My small business is a seasonal business whose activity increases from April to June. Considering activity 

from that period would be a more accurate reflection of my business’s operations. However, my small 

business was not fully ramped up on February 15, 2020. Am I still eligible?

In evaluating a borrower’s eligibility, a lender may consider whether a seasonal borrower was in operation 

on February 15, 2020 or for an 8-week period between February 15, 2019 and June 30, 2019.

PEOs and Third Party Payers

What if an eligible borrower contracts with a third-party payer such as a payroll provider or a Professional 

Employer Organization (PEO) to process payroll and report payroll taxes?

SBA recognizes that eligible borrowers that use PEOs or similar payroll providers are required under some 

state registration laws to report wage and other data on the Employer Identification Number (EIN) of 
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the PEO or other payroll provider. In these cases, payroll documentation provided by the payroll provider 

that indicates the amount of wages and payroll taxes reported to the IRS by the payroll provider for the 

borrower’s employees will be considered acceptable PPP loan payroll documentation. Relevant information 

from a Schedule R (Form 941), Allocation Schedule for Aggregate Form 941 Filers, attached to the PEO’s or 

other payroll provider’s Form 941, Employer’s Quarterly Federal Tax Return, should be used if it is available; 

otherwise, the eligible borrower should obtain a statement from the payroll provider documenting the 

amount of wages and payroll taxes. In addition, employees of the eligible borrower will not be considered 

employees of the eligible borrower’s payroll provider or PEO.

Authorized Signature

May lenders accept signatures from a single individual who is authorized to sign on behalf of the borrower?

Yes. However, the borrower should bear in mind that, as the Borrower Application Form indicates, only an 

authorized representative of the business seeking a loan may sign on behalf of the business. An individual’s 

signature as an “Authorized Representative of Applicant” is a representation to the lender and to the U.S. 

government that the signer is authorized to make the certifications, including with respect to the applicant 

and each owner of 20% or more of the applicant’s equity, contained in the Borrower Application Form. 

Lenders may rely on that representation and accept a single individual’s signature on that basis.

Previous felony record

I need to request a loan to support my small business operations in light of current economic uncertainty. 

However, I pleaded guilty to a felony crime a very long time ago. Am I still eligible for the PPP?

Yes. Businesses are only ineligible if an owner of 20 percent or more of the equity of the applicant is presently 

incarcerated, on probation, on parole; subject to an indictment, criminal information, arraignment, or other 

means by which formal criminal charges are brought in any jurisdiction; or, within the last five years, for any 

felony, has been convicted; pleaded guilty; pleaded nolo contendere; been placed on pretrial diversion; or 

been placed on any form of parole or probation (including probation before judgment).

Lenders use of Electronic Portals

Are lenders permitted to use their own online portals and an electronic form that they create to collect the 

same information and certifications as in the Borrower Application Form, in order to complete implementation 

of their online portals?

Yes. Lenders may use their own online systems and a form they establish that asks for the same information 

(using the same language) as the Borrower Application Form. Lenders are still required to send the data to 

SBA using SBA’s interface.

Payroll Cost Calculation time period

What time period should borrowers use to determine their number of employees and payroll costs to 

calculate their maximum loan amounts?
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In general, borrowers can calculate their aggregate payroll costs using data either from the previous 12 

months or from calendar year 2019. For seasonal businesses, the applicant may use average monthly payroll 

for the period between February 15, 2019, or March 1, 2019, and June 30, 2019. An applicant that was not in 

business from February 15, 2019 to June 30, 2019 may use the average monthly payroll costs for the period 

January 1, 2020 through February 29, 2020.

Borrowers may use their average employment over the same time periods to determine their number of 

employees, for the purposes of applying an employee-based size standard. Alternatively, borrowers may 

elect to use SBA’s usual calculation: the average number of employees per pay period in the 12 completed 

calendar months prior to the date of the loan application (or the average number of employees for each of 

the pay periods that the business has been operational, if it has not been operational for 12 months).

Independent Contractor payroll costs

Should payments that an eligible borrower made to an independent contractor or sole proprietor be included 

in calculations of the eligible borrower’s payroll costs?

No. Any amounts that an eligible borrower has paid to an independent contractor or sole proprietor should 

be excluded from the eligible business’s payroll costs. However, an independent contractor or sole proprietor 

will itself be eligible for a loan under the PPP, if it satisfies the applicable requirements.

Federal taxes in payroll costs

How should a borrower account for federal taxes when determining its payroll costs for purposes of the 

maximum loan amount, allowable uses of a PPP loan, and the amount of a loan that may be forgiven?

Under the Act, payroll costs are calculated on a gross basis without regard to (i.e., not including subtractions 

or additions based on) federal taxes imposed or withheld, such as the employee’s and employer’s share of 

Federal Insurance Contributions Act (FICA) and income taxes required to be withheld from employees. As 

a result, payroll costs are not reduced by taxes imposed on an employee and required to be withheld by the 

employer, but payroll costs do not include the employer’s share of payroll tax. For example, an employee 

who earned $4,000 per month in gross wages, from which $500 in federal taxes was withheld, would count 

as $4,000 in payroll costs. The employee would receive $3,500, and $500 would be paid to the federal 

government. However, the employer-side federal payroll taxes imposed on the $4,000 in wages are excluded 

from payroll costs under the statute. 

NOTE: The definition of “payroll costs” in the CARES Act, 15 U.S.C. 636(a)(36)(A)(viii), excludes “taxes 

imposed or withheld under chapters 21, 22, or 24 of the Internal Revenue Code of 1986 during the covered 

period,” defined as February 15, 2020, to June 30, 2020. As described above, the SBA interprets this statutory 

exclusion to mean that payroll costs are calculated on a gross basis, without subtracting federal taxes that 

are imposed on the employee or withheld from employee wages. Unlike employer-side payroll taxes, such 

employee-side taxes are ordinarily expressed as a reduction in employee take-home pay; their exclusion 

from the definition of payroll costs means payroll costs should not be reduced based on taxes imposed on 

the employee or withheld from employee wages.
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This interpretation is consistent with the text of the statute and advances the legislative purposes of ensuring 

workers remain paid and employed. Further, because the reference period for determining a borrower’s 

maximum loan amount will largely or entirely precede the period from February 15, 2020, to June 30, 2020, 

and the period during which borrowers will be subject to the restrictions on allowable uses of the loans may 

extend beyond that period, for purposes of the determination of allowable uses of loans and the amount of 

loan forgiveness, this  statutory exclusion will apply with respect to such taxes imposed or withheld at any 

time, not only during such period. 

Reliance on Guidance

I filed or approved a loan application based on the version of the PPP Interim Final Rule published on April 

2, 2020. Do I need to take any action based on the updated guidance in these FAQs?

No. Borrowers and lenders may rely on the laws, rules, and guidance available at the time of the relevant 

application. However, borrowers whose previously submitted loan applications have not yet been processed 

may revise their applications based on clarifications reflected in these FAQs.

FinCen Customers

Are PPP loans for existing customers considered new accounts for FinCEN Rule CDD purposes? Are lenders 

required to collect, certify, or verify beneficial ownership information in accordance with the rule requirements 

for existing customers?

If the PPP loan is being made to an existing customer and the necessary information was previously verified, 

you do not need to re-verify the information. Furthermore, if federally insured depository institutions and 

federally insured credit unions eligible to participate in the PPP program have not yet collected beneficial 

ownership information on existing customers, such institutions do not need to collect and verify beneficial 

ownership information for those customers applying for new PPP loans, unless otherwise indicated by the 

lender’s risk-based approach to BSA compliance.

Do lenders have to use a promissory note provided by SBA or may they use their own?

Lenders may use their own promissory note or an SBA form of promissory note.

When does the 8-week period begin?

The amount of forgiveness of a PPP loan depends on the borrower’s payroll costs over an eight-week period; 

when does that eight-week period begin?

The eight-week period begins on the date the lender makes the first disbursement of the PPP loan to the 

borrower. The lender must make the first disbursement of the loan no later than ten calendar days from the 

date of loan approval.



16HBS COVID-19 Updates | April 13, 2020

Small Business Tax Provisions

Employee Retention Credit for Employers Subject to Closure or Experiencing Economic 

Hardship

This provision would provide a refundable payroll tax credit for 50 percent of wages paid by eligible 

employers to certain employees during the COVID-19 crisis. The credit is available to employers, including 

non-profits, whose operations have been fully or partially suspended as a result of a government order 

limiting commerce, travel or group meetings. The credit is also provided to employers who have experienced 

a greater than 50 percent reduction in quarterly receipts, measured on a year-over-year basis.

Wages of employees who are furloughed or face reduced hours as a result of their employer’s closure or 

economic hardship are eligible for the credit. For employers with 100 or fewer full- time employees, all 

employee wages are eligible, regardless of whether an employee is furloughed. The credit is provided for 

wages and compensation, including health benefits, and is provided for the first $10,000 in wages and 

compensation paid by the employer to an eligible employee. Wages do not include those taken into account 

for purposes of the payroll credits for required paid sick leave or required paid family leave, nor for wages 

taken into account for the employer credit for paid family and medical leave (IRC sec. 45S).  The credit is 

not available to employers receiving assistance through the Paycheck Protection Program. The credit is 

provided through December 31, 2020.

Delay of Payment of Employer Payroll Taxes

This provision would allow taxpayers to defer paying the employer portion of certain payroll taxes through 

the end of 2020, with all 2020 deferred amounts due in two equal installments, one at the end of 2021, the 

other at the end of 2022. Payroll taxes that can be deferred include the employer portion of FICA taxes, 

the employer and employee representative portion of Railroad Retirement taxes (that are attributable to 

the employer FICA rate), and half of SECA tax liability. Deferral is not provided to employers receiving 

assistance through the Paycheck Protection Program. 

Regulatory Actions

U.S. Department of Labor Publishes Latest Guidance Regarding Pandemic Emergency 

Unemployment Compensation Program

Today the Department of Labor’s Employment and Training Administration (ETA) announced the publication 

of Unemployment Insurance Program Letter (UIPL) 17-20, which provides further guidance to states as they 

implement the Coronavirus Aid, Relief, and Economic Security Act (CARES Act), including the Pandemic 

Emergency Unemployment Compensation (PEUC) program.

Under the Pandemic Emergency Unemployment Compensation program, states can provide up to 13 weeks 

of federally funded benefits to qualified individuals who:

https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=8452
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• have exhausted all rights to regular compensation under state law or Federal law with respect to a 

benefit year that ended on or after July 1, 2019;

• have no rights to regular compensation with respect to a week under any other state UC law or 

Federal UC law, or to compensation under any other Federal law;

• are not receiving compensation with respect to a week under the UC law of Canada; and 

• are able to work, available to work, and actively seeking work, although states must offer flexibility 

on “actively seeking work” where there are COVID-19 impacts and constraints.

The cost of PEUC benefits is 100% federally funded. States may not charge employers for any PEUC benefits 

paid. Implementation costs and ongoing administrative costs are also 100% federally funded.

For more information on UIPLs or previous guidance, please visit https://wdr.doleta.gov/directives/.

Treasury Launches Web Portal and Begins Disbursement of CARES Act Funding to State, 

Local, and Tribal Governments 

The U.S. Department of the Treasury launched a web portal to allow eligible State, local, and tribal 

governments to receive payments to help offset the costs of their response to the coronavirus pandemic. 

Once registered through this portal, States, territories, and the District of Columbia will receive promptly half 

of the funds allocated to them pursuant to the CARES Act. This will fast-track the availability of $71 billion 

to meet immediate cash flow needs. The remaining balance of the. payment amounts due to States, eligible 

local governments, and tribal governments will be paid no later than April 24, 2020. 

Additional details regarding this program can be found at Treasury.gov/CARES. Eligible governments should 

expect the funds to arrive in the account they designate in as little as 24 hours after providing the required 

information in the web portal.

https://wdr.doleta.gov/directives/
http://Treasury.gov/CARES
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Important COVID-19 Related Links

• For information on the Department of Education’s CARES Act’s Higher Education Emergency Relief 

Fund, please visit: https://www2.ed.gov/about/offices/list/ope/caresact.html

• For Department of Treasury resources on COVID-19 and Small Business’ Assistance programs, please 

visit: https://home.treasury.gov/policy-issues/top-priorities/cares-act/assistance-for-small-businesses

• For information on the Small Business Administration’s Paycheck Protection Program, click here.

• For information on Unemployment Insurance Program Letter (UIPL) 16-20 providing guidance to 

states for implementation of the Pandemic Unemployment Assistance (PUA) program, click here.

• For more information on UIPLs or previous guidance, please visit: https://wdr.doleta.gov/directives/.

• For Department of Labor resources on COVID-19, please visit: https://www.dol.gov/coronavirus.

• For Department of Agriculture resources on COVID-19, please visit: https://www.usda.gov/coronavirus

• For Department of Homeland Security resources on COVID-19, please visit: https://www.dhs.gov/

coronavirus

• For U.S. Immigration and Customs Enforcement resources on COVID-19, please visit: https://www.

ice.gov/coronavirus

• For Department of State resources on COVID-19, please visit: https://www.state.gov/coronavirus/

• For United States Agency for International Development resources on COVID-19, please visit: https://

www.usaid.gov/coronavirus

• For more information about COVID-19 from the Centers for Disease Control and Prevention (CDC), 

please visit: https://www.cdc.gov/coronavirus/2019-ncov/index.html.

• For more information about COVID-19 from the National Institutes of Health (NIH), please visit: 

https://www.nih.gov/health-information/coronavirus

https://www2.ed.gov/about/offices/list/ope/caresact.html
https://home.treasury.gov/policy-issues/top-priorities/cares-act/assistance-for-small-businesses
https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-program-ppp
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=4628
https://wdr.doleta.gov/directives/
https://www.dol.gov/coronavirus
https://www.usda.gov/coronavirus
https://www.dhs.gov/coronavirus
https://www.dhs.gov/coronavirus
https://www.ice.gov/coronavirus
https://www.ice.gov/coronavirus
https://www.state.gov/coronavirus/
https://www.usaid.gov/coronavirus
https://www.usaid.gov/coronavirus
https://www.cdc.gov/coronavirus/2019-ncov/index.html
https://www.nih.gov/health-information/coronavirus

