SBA Paycheck Protection Program (PPP Loan)
U.S Small Business Administration (SBA) announced the implementation of Sections 1102 and
1106 of the Coronavirus Aid, Relief, and Economic Security Act (CARES Act or the Act). Section
1102 of the Act temporarily adds a new product, titled the “Paycheck Protection Program,” to the
U.S. Small Business Administration’s (SBA’s) 7(a) Loan Program. Section 1106 of the Act
provides for forgiveness of up to the full principal amount of qualifying loans guaranteed under the
Paycheck Protection Program.
SBA Forgiveness Details
The loan will be fully forgiven if the funds are 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). Loan payments will also be deferred for six months. No collateral or personal guarantees are
required. Neither the government nor lenders will charge small businesses any fees.
Forgiveness is based on the employer maintaining or quickly rehiring employees and maintaining
salary levels. Forgiveness will be reduced if full-time headcount declines, or if salaries and wages
decrease.
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 nonpayroll 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. To follow all updates and developments
for the SBA and their loan programs, including the Paycheck Protection Program, please visit the
SBA website at www.sba.gov.
Notice: The borrower will be responsible for maintaining all records, receipts and proof of the
distribution of the funds received from the PPP Loan. It will be the borrower and not the lenders or
the SBA’s obligation, to record, verify and provide the documentation to support the proper use of
the loan funds that will be used by the SBA to determine the amount of forgiveness.

