Interim Rule Paycheck Protection Program

Eligibility
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:

i. You are:

A. A small business concern as defined in section 3 of the Small Business Act (15 USC 632), and subject
to SBA’s affiliation rules under 13 CFR 121.301(f) unless specifically waived in the Act;

B. A tax-exempt nonprofit organization described in section 501(c)(3) of the Internal Revenue Code
(IRC), a tax-exempt veterans organization described in section 501(c)(19) of the IRC, Tribal business
concern described in section 31(b)(2)(C) of the Small Business Act, or any other business; and

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.

You are also eligible for a PPP loan if you are an individual who operates under a sole proprietorship
or as an independent contractor or eligible self-employed individual, you were in operation on
February 15, 2020.

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; or

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.

Documentation Submission (In addition to Application)

The applicant must submit SBA Form 2483 (Paycheck Protection Program Application Form) and
payroll documentation, as described below. The lender must submit SBA Form 2484 (Paycheck
Protection Program Lender’s Application for 7(a) Loan Guaranty) electronically in accordance with
program requirements and maintain the forms and supporting documentation in its files.

You must also submit such documentation as is necessary to establish eligibility such as payroll
processor records, payroll tax filings, or Form 1099- MISC, 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.

f. What qualifies as “payroll costs?”

Payroll costs consist of compensation to employees (whose principal place of residence is the
United States) in the form of salary, wages, commissions, or similar compensation; cash tips or
the equivalent (based on employer records of past tips or, in the absence of such records, a
reasonable, good-faith employer estimate of such tips); payment for vacation, parental, family,
medical, or sick leave; allowance for separation or dismissal; payment for the provision of
employee benefits consisting of group health care coverage, including insurance premiums, and
retirement; payment of state and local taxes assessed on compensation of employees; and for
an independent contractor or sole proprietor, wage, commissions, income, or net earnings
from self-employment or similar compensation.

Is there anything that is expressly excluded from the definition of payroll costs?

Yes. The Act expressly excludes the following:

i. Any compensation of an employee whose principal place of residence is outside of the United
States;

ii. The compensation of an individual employee in excess of an annual salary of $100,000,
prorated as necessary;

iii. Federal employment taxes imposed or withheld between February 15, 2020 and June 30,
2020, including the employee’s and employer’s share of FICA (Federal Insurance Contributions
Act) and Railroad Retirement Act taxes, and income taxes required to be withheld from
employees; and

iv. 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).

How do | calculate the maximum amount | can borrow?

The following methodology, which is one of the methodologies contained in the Act, will be
most useful for many applicants.

i. Step 1: Aggregate payroll costs (defined in detail below in f.) from the last twelve months for
employees whose principal place of residence is the United States.

ii. Step 2: 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.

iii. Step 3: Calculate average monthly payroll costs (divide the amount from Step 2 by 12).



iv. Step 4: Multiply the average monthly payroll costs from Step 3 by 2.5.

v. Step 5: 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).

The examples below illustrate this methodology.

Example 1 — No employees make more than $100,000

Annual payroll: $120,000

Average monthly payroll: $10,000

Multiply by 2.5 = $25,000

Maximum loan amount is $25,000

Example 2 — Some employees make more than $100,000
Annual payroll: $1,500,000

Subtract compensation amounts in excess of an annual salary of
$100,000: $1,200,000

Average monthly qualifying payroll: $100,000

Multiply by 2.5 = $250,000

Maximum loan amount is $250,000

Example 3 — No employees make more than $100,000, outstanding EIDL
loan of $10,000.

Annual payroll: $120,000

Average monthly payroll: $10,000

Multiply by 2.5 = $25,000

Add EIDL loan of $10,000 = $35,000

Maximum loan amount is $35,000

Example 4 — Some employees make more than $100,000, outstanding
EIDL loan of $10,000

Annual payroll: $1,500,000

Subtract compensation amounts in excess of an annual salary of



$100,000: $1,200,000

Average monthly qualifying payroll: $100,000
Multiply by 2.5 = $250,000

Add EIDL loan of $10,000 = $260,000
Maximum loan amount is $260,000

The proceeds of a PPP loan are to be used for:

i. payroll costs (as defined in the Act and in 2.f.);

ii. costs related to the continuation of group health care benefits during periods of paid sick,
medical, or family leave, and insurance premiums;

iii. mortgage interest payments (but not mortgage prepayments or principal payments);
iv. rent payments;
v. utility payments;

vi. interest payments on any other debt obligations that were incurred before February 15,
2020; and/or

vii. refinancing an SBA EIDL loan made between January 31, 2020 and April 3, 2020. If you
received an SBA EIDL loan from January 31, 2020 through April 3, 2020, you can apply for a PPP
loan. If your EIDL loan was not used for payroll costs, it does not affect your eligibility for a PPP
loan. If your EIDL loan was used for payroll costs, your PPP loan must be used to refinance your
EIDL loan. Proceeds from any advance up to $10,000 on the EIDL loan will be deducted from the
loan forgiveness amount on the PPP loan.

What certifications need to be made?

On the Paycheck Protection Program application, an authorized representative of the applicant
must certify in good faith to all applicable areas on the application

Forgiveness

The amount of loan forgiveness can be up to the full principal amount of the loan and any
accrued interest. That is, 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. 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. However, not more than 25 percent of the loan
forgiveness amount may be attributable to non payroll costs. While the Act provides that
borrowers are eligible for forgiveness in an amount equal to the sum of payroll costs and any
payments of mortgage interest, rent, and utilities, the Administrator has determined that the
non-payroll portion of the forgivable loan amount should be limited to effectuate the core
purpose of the statute and ensure finite program resources are devoted primarily to payroll.
The Administrator has determined in consultation with the Secretary that 75 percent is an
appropriate percentage in light of the Act’s overarching focus on keeping workers paid and
employed. Further, the Administrator and the Secretary believe that applying this threshold to
loan forgiveness is consistent with the structure of the Act, which provides a loan amount 75
percent of which is equivalent to eight weeks of payroll (8 weeks / 2.5 months = 56 days / 76
days = 74 percent rounded up to 75 percent). Limiting non-payroll costs to 25 percent of the
forgiveness amount will align these elements of the program, and will also help to ensure that
the finite appropriations available for PPP loan forgiveness are directed toward payroll
protection. SBA will issue additional guidance on loan forgiveness.

Are there any fee waivers?

i. There will be no up-front guarantee fee payable to SBA by the Borrower;
ii. There will be no lender’s annual service fee (“on-going guaranty fee”) payable to SBA;
iii. There will be no subsidy recoupment fee; and

iv. There will be no fee payable to SBA for any guarantee sold into the secondary market.



