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Small Business Loan Provisions 
The Act creates an approximately $350 billion loan program for small businesses. The program (“Payment Protection 
Program”) allows more small businesses access to the Small Business Administration (“SBA”) 7(a) loan program, the SBA’s 
primary program for providing financial assistance to small businesses. Formerly, access to the program was restricted 
based on certain industry-specific parameters. The Act now allows any business or public or private nonprofit organization 
with 500 or fewer employees that has been substantially affected by COVID-19 to borrow under the SBA 7(a) 
program. Eligible borrowers include sole-proprietors, independent contractors, and other self-employed individuals. 
 
The period to which the program applies begins on February 15, 2020 and ends on June 30, 2020. The Act increases the 
maximum 7(a) loan amount to $10 million and increases the maximum amount of an “express loan” with 36-hour 
turnaround time from $350,000 to $1 million.  The amount that may be borrowed through the program is determined 
under a formula based on payroll costs for the year preceding the loan date. The program waives borrower and lender 
participation fees for utilizing the Paycheck Protection program. Lender servicing fees are 5% for loans up to $350,000, 
3% for loans up to $2,000,000 and 1% for loans in excess of $2,000,000. 
 
The specified uses of the loan proceeds include employee wages, paid sick or medical leave, insurance premiums, mortgage, 
rent and utility payments. Borrowers are required to make a good faith certification that the loan is necessary due to 
economic conditions caused by COVID-19 and that they will use the loan proceeds to retain employees and maintain 
payroll, make rent and utility payments and are not receiving duplicate funds for the same purposes from another SBA 
program. 
 
Loans made under the program are fully guaranteed by the Federal government through December 31, 2020. After that 
date, the guarantee percentages are 75% for loans exceeding $150,000 and 85% for loans $150,000 or less. Qualifying costs 
incurred by the borrower during the 8-week period after the loan origination date may be forgiven. Qualifying costs include 
employee compensation, interest on a mortgage in place before February 15, 2020, rent on a lease in force before February 
15, 2020, and utilities for services that originally began before February 15, 2020. The amount of compensation is limited 
to $100,000 per year. 
 
The amount of loan forgiveness is determined using a formula of the qualifying costs compared to the previous year or 
time period, subject to adjustments for the number of employees and to compensation in those periods.  Employers that 
previously laid off employees due to COVID-19 related difficulties will receive a benefit in the determination of loan 
forgiveness for any of those employees that are rehired. 
 
The amount of the loan forgiveness cannot exceed the principal amount of the loan.  Any loan forgiveness will not be 
included in the taxable income of the borrower.  Any principal that is not forgiven after one year will be payable over a 
maximum 10-year term at a maximum 4% interest rate. 
 
The SBA will pay the principal, interest and any associated fees that are currently owed on certain SBA loans for a six-

month period starting on the next payment due date. Loans that are already on deferment would include an additional six 

months of payment by the SBA beginning with the next payment. 

Unemployment Benefits 
The Act creates a temporary Pandemic Unemployment Assistance (“PUA”) program through December 31, 2020 that 
provides assistance to individuals not traditionally eligible for unemployment benefits (self-employed individuals, 
independent contractors, individuals with limited work history, etc.) that are unable to work due to a COVID-19 health 
emergency.  The PUA program also provides an additional 13 weeks of benefits through December 31, 2020 to individuals 
whose state unemployment benefits are no longer available. In addition, the Act also provides an additional $600 weekly 
payment to each recipient of Pandemic Unemployment Assistance or unemployment insurance payments for a period of 
up to four months. 
 


