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The Coronavirus Aid, Relief, and Economic Security (CARES) Act was signed into law on March 27, 2020, and provides protection to millions of
Americans employed by small businesses through additional avenues than those already in existence in order to assist small businesses to stay
afloat amid the current coronavirus global pandemic and looming economic crisis.

The CARES Act directs $349 billion towards a federal small business loan program called the Paycheck Protection Program (PPP) which is
designed to provide capital to small businesses quickly and to incentivize job retention. This allows businesses to be proactive now in order to
combat and mitigate potential losses.

The PPP applies to many types of businesses, including eligible non-profits, veteran’s organizations, tribal concerns, sole proprietorships with
500 or fewer employees (unless certain businesses in certain industries met certain standards) and will even apply to self-employed individuals
as well as independent contractors. Businesses must satisfy the United States Small Business Administration’s (SBA) definition of a small
business concern as well as the size standards for small business. A size standard represents the largest size that a business (including its
subsidiaries and affiliates) may be to be classified as a small business by the SBA, and are based on the average annual receipts or the
average number of employees of a business. What classifies as a “small” business varies by industry. If a business owner is unsure of whether
or not their business classifies as a small business, they should consult counsel to assist navigating the SBA’s size standards in order to
determine accurate classification.

The PPP provides an additional avenue than the low-interest federal disaster loans for working capital offered by the SBA. Although the SBA’s
disaster loans may overlap the PPP in terms of what the loans can be used for, the eligibility and amounts are different. Unlike the PPP, the
disaster loans must be requested first by the Governor of a State or Territory and only offer up to $2 million in assistance to small businesses
suffering substantial economic injury as a result of the coronavirus pandemic.

Some key information regarding the PPP and the loans from 1800 approved lenders is as follows:

The loans provided under the PPP fall under Section 7 of the Small Business Act;
Small businesses have until June 30, 2020 to apply;
The loans are fully guaranteed by the United States Government through December 31, 2020;
Provides a direct incentive for small businesses to keep employees on the payroll:

If all employees are kept on payroll for 8 weeks, then the SBA will forgive, on a tax-free basis, the portions of the loans that are
used for payroll, rent, mortgage interest, utilities, healthcare benefits for employees, and may even cover interest payments on
other debts;
Up to 100% of the loan is forgivable;
Loan forgiveness is contingent upon the employer:

Not reducing workforce during an 8-week period compared to other 8-week periods in 2019 and 2020;
Not reducing the salary of wages paid to any employee who earned less than $100,000.00 in annualized salary by more
than 25% during the covered period;

Total will be reduced if a workforce is drawn down through attrition or if wages have been reduced;
If a small business is forced to lay off employees due to economic conditions, then they may be able to preserve some of the
loan guarantee by hiring those employees back;
The maximum loan amount is the lesser of:
$10 million; or
Sum of business’s average monthly “payroll costs” for the 1-year period ending on the date the loan was made (alternate
calculation available for seasonal employees) MULTIPLIED by 2.5 PLUS any disaster loan taken out after January 1, 2020 that
has been refinanced into a paycheck protection loan under the PPP;
Businesses may still receive funding through the PPP if those businesses have pending SBA disaster assistance loans as long
as each of the loans are being applied to different cost centers;
The loans have a maximum maturity of 10 years;
The interest rates on the loans under the PPP must not exceed 4%;
The standard fees imposed under Section 7 of the Small Business Act are waived;
No personal guarantee from business owners required;
To receive a loan, a small business must have been in business as of February 15, 2020;
Loans are to be made available starting Friday, May 3, 2020 with the goal of same day loan evaluation services;
All deferments through are now automatic until December 31, 2020.

If small businesses have not acted in preparation and/or in response to the current and ensuing economic impacts from the coronavirus
pandemic, they should begin preparing and assessing what will be needed to stay afloat through this uncertainty. As additional information is on
its way, small businesses should consult counsel in order to discuss and assist deciding the most effective course of action, including applying
for funding provided by the SBA, including those provided through the PPP.

For more information regarding the assistance provided through the SBA’s disaster relief loans, please see the author’s other article
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titled, COVID-19 Assistance from the Small Business Administration in Kelley Kronenberg, P.A.’s Resource Center: COVID-19, under the
Business Law heading ( https://bit.ly/3dGNbFP ), or contact him through the information provided below.

Disclaimer: This article is intended to provide you with general information regarding the impact of a potential or actual coronavirus
pandemic. The contents of this article are not intended to provide specific legal advice.

For more information, please contact Harsh Arora, harora@kklaw.com or TEXT 954-256-0743

Powered by TCPDF (www.tcpdf.org)

https://bit.ly/3dGNbFP
mailto:harora@kklaw.com
http://www.tcpdf.org

