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The Paycheck Protection Program is available to all small businesses 
including nonprofits, veterans organizations, tribal business concerns, 
sole proprietorships, self-employed individuals, and independent 
contractors whose principal place of business is in the United States.  

You must have been 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.

You must have 500 or fewer employees or meet the applicable SBA 
employee-based size and revenue standards for a specific industry.  
You can find the size standards by industry at sba.gov/size.

Businesses that operate under the NAICS code beginning with 72, 
which is for accommodations and food services, and have fewer than 
500 employees per physical location are eligible.

Also, your business can qualify for the program as a small business 
concern if it met both tests in SBA’s “alternative size standard” as of 
March 27, 2020.  To meet the standard, your business must not have 
had a net worth greater than $15 million and the average net income 
after Federal Income Taxes, excluding any carry-over losses, of your 
business for the two full fiscal years before the date of the application 
was not more than $5 million. 

SBA’s affiliation standards, which are used to calculate total 
employees, are waived for:

• Businesses in the accommodations and food services industries. 
• Businesses that are franchises in the SBA’s Franchise Directory.
• Businesses that receive financial assistance from small business 

investment companies licensed by the SBA.

Qualifications
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The COVID-19 pandemic has disrupted daily life as well as put 
countless small businesses in financial jeopardy.  To help support small 
businesses, Congress passed the CARES Act which includes a provision 
known as the Paycheck Protection Program.  This $349 billion program 
provides emergency business loans that are 100% guaranteed by the 
SBA and are forgivable if used to pay certain costs.  This document 
provides information you need to know about the program.

http://sba.gov/size


The amount a business is able to receive is 2.5 times the average 
monthly payroll expense over the past twelve months or from 
calendar year 2019.  If you are a seasonal or new business, you may 
use the average monthly payroll for the period between February 
15 or March 1, 2019, and June 30, 2019. If you were not in business 
between February 15, 2019 and June 30, 2019, you may use the 
average monthly payroll costs for the period from January 1 to 
February 29 of 2020. 

For the purposes of calculating monthly payroll costs, you can include:
• Salary, wage, commission, or similar compensation.
• Cash tips or the equivalent.
• Group health care benefits including premiums. 
• Retirement benefits.
• Allowance for dismissal or separation.
• Payment of state and local taxes on employee compensation.
• Costs associated to vacation, parental, family, medical or sick leave.  

For self-employed, sole-proprietors and independent contractors, 
you can include wages, commissions, income, or net earnings from 
self-employment or similar compensation, capped at $100,000 on an 
annualized basis.

The following payroll costs cannot be included: 
• Compensation of an individual employee in excess of an annual  

salary of $100,000, as prorated for the period February 15 to June 
30 of 2020.

• Costs for independent contractors.
• Payroll taxes, railroad retirement taxes, and income taxes.
• Any compensation of an employee whose principal place of         

residence is outside of the United States.
• Any qualified sick leave or family medical leave for which a credit 

is allowed under sections 7001and 7003 of the new Families First 
Coronavirus Response Act.

If you received an Economic Injury Disaster Loan between January 31 
and April 3 of 2020, you may add the outstanding amount of that loan, 
excluding any advance you received, to the amount you’re eligible for.  

It is important to note that the total Paycheck Protection Program loan 
amount cannot exceed $10 million.  

Loan Amount
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The term of the loan is 2 years at a 1% fixed rate.

Lenders are required to defer loan payments for a period of 6 months, 
but lenders are able to extend this to one year.  Even though you don’t 
have to make payments, interest will still accrue during this time.

Terms of the Loan

A major benefit of the Paycheck Protection Program is its debt 
forgiveness provision.  The amount eligible for debt forgiveness is the 
sum of payments made within the first 8-week period of the loan for 
payroll costs, rent, utilities and interest on mortgages that were in 
effect before Feb. 15, 2020.  Please note that not more than 25 percent 
of the loan forgiveness amount should be attributable to non-payroll 
costs.

The forgiveness provision is dependent on the business maintaining 
employees and their compensation.  The forgivable amount will be 
reduced if the average number of full time employees during the first 
8-week period of the loan is less than the average number of 
employees during a designated prior period.  That prior period can be 
either from February 15, 2019 to June 30 of 2019 or from January 1 to 
February 29 of 2020.  Also, the forgivable amount will be reduced if the 
salary or wages paid to any employees who did not earn more than 
$100,000 annualized in any pay period in 2019, is reduced by more 
than 25% as compared to their most recent full quarter.

To encourage employers to rehire any employees who have already 
been laid off due to the crisis, borrowers that re-hire workers 
previously laid off and restores their salary by June 30 of 2020 will 
not be penalized for having a reduced payroll at the beginning of the 
period.

It is important to note that any debt forgiven under this program will 
not be included in taxable income of the business.

Loan Forgiveness
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Please contact our office if you have questions or need to know how the 
program can benefit your business.

Next Steps

For loans made under the program, the SBA will guarantee 100% of 
the loan amount.

Unlike other SBA loan programs, the Paycheck Protection Program 
does not contain the “Credit Elsewhere Test” which requires an 
extensive analysis to determine whether you have the ability to obtain 
some, or all, of the requested loan funds from alternative sources. 

Also, the SBA does not require a personal guarantee or collateral.

Loan Requirements

The Paycheck Protection Program will be available through June 30, 
2020 or until the $349 billion made available to the program has been 
exhausted.  Small businesses and sole proprietorships can apply 
starting April 3, 2020 and independent contractors and self-employed 
individuals can apply starting April 10, 2020.  Funds are provided on 
a first come, first served basis, so it’s important to apply sooner than 
later.

You can apply through any existing SBA lender or through any 
federally insured depository institution, federally insured credit union, 
and Farm Credit System institution that is participating. Other 
regulated lenders will be available to make these loans once they are 
approved and enrolled in the program. You should consult with your 
local lender as to whether they are participating. You can also visit 
www.sba.gov for a list of SBA lenders. 

How to Apply

http://www.sba.gov 
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About Your Firm LLC
We have hand-picked a team with tax, auditing, accounting, business and management advisory 
expertise in a multitude of fields, including healthcare, professional-services firms, commercial 
contractors, home builders, real estate companies, manufacturing and distribution companies, 
dealerships, non-profit organizations and pension funds.

We have the expertise and the resources to provide not only the critical services you need during 
these evolving economic times, but also, importantly, to build for the future. Our strategic alliances 
with professional organizations across the country allow us to bring our clients the talent and 
expertise of national firms with the high-touch service of a local firm. While we remain focused on the 
core services of tax, accounting and audit, we expand and offer you the business consulting needed to 
remain competitive. We believe the success of our clients is the greatest measure of our own.

Your Firm
123 Street
Suite 100
St. Louis. MO  63101

(314) 555-1212

info@yourfirm.com

www.yourfirm.com


