
How Small Businesses Can Get Money 
from the Stimulus Package

I. Overview

A. There’s a significant amount of money — $377 billion — allocated to support small 
businesses in Congress’s latest Coronavirus stimulus package. But figuring out exactly how to access it 
can be somewhat confusing.

B. The funds from the CARES Act, which President Donald Trump signed into law on March 
27, are divided among three small-business programs that offer forgivable grants and loans, as well as loan
deferral. 

C. These Small Business Administration programs also apply to nonprofits that meet the 
necessary size requirements.

D. In addition to traditional SBA funding programs, the CARES Act established several new 
temporary programs to address the COVID-19 outbreak. 

1. The two major programs are:

- The Paycheck Protection Program

- The EIDL Loan Program

2. It is possible for businesses and nonprofits to apply to both.

3. Since both programs also have a limited amount of funding, applying sooner is 
also important in case their allocated funding is fully used.

E. In addition to these two programs, the CARES Act established other programs to address 
the COVID-19 outbreak. They include:

- The SBA Express Bridge Loan

- SBA Debt Relief Program

II. The Paycheck Protection Program

A. Overview

1. The Paycheck Protection Program (PPP), enables organizations to obtain up to 
$10 million in loans that are 100 percent forgivable if they do not lay off any employees or if they 
rehire employees they’ve already laid off.

2. The loans are fully guaranteed by the Federal Government through December 31, 
2020 (returning to an 85% guarantee for loans greater than $150,000 after that date),

B. Eligibility

1. This program is for any small business with less than 500 employees adversely impacted 
by COVID-19.



2. The business must have been in business on 3/1/2020, and paid employees’ 
salaries and payroll taxes, or paid independent contractors.

3. The business can be Sole Proprietor or Independent Contractor, LLCs, 
Partnerships, C Corporations, S Corporations.

4. Certain businesses without employees or independent contractors are eligible.

5. 501(c)(3) Non-profits also are eligible.

C. The Loan Amount 

1. The loan amount is generally limited to the lesser of:

(A) The sum of 

(1) “average monthly payroll cost” for the 1 year period ending on the 
date the loan was made (an alternative calculation is available for seasonal 
employers) multiplied by 2.5, and

(2) any disaster loan (discussed below) taken out after January 31, 
2020 that has been refinanced into a paycheck protection loan1, and

(B) $10 million

2. “Average monthly payroll cost” is defined as the average monthly payroll in the 12 
months prior to the loan, excluding seasonal employers. Seasonal employers2 use the 12 weeks 
prior to the covered period, or the amount between March 1, 2019 and June 30, 2019, or, if they 
were not in business from Feb 15, 2019 through June 30, 2019, the average monthly payments 
from Jan 1, 2020 to Feb 29, 2020.

3. For other than sole proprietors “payroll costs” in turn, are the sum of the following:

• Wages, commissions, salary, or similar compensation to an employee or 
independent contractor,

• Payment of a cash tip or equivalent,

• Payment for vacation, parental, family, medical or sick leave,

• Allowance for dismissal or separation,

• Payment for group health care benefits, including premiums,

• Payment of any retirement benefits, and

• Payment of state or local tax assessed on the compensation of employees,

4. For a sole proprietor or independent contractor, “payroll costs” are: wages, 
commissions or similar compensation that is less than $100,000 in 1 year, as prorated for the 
“covered period,” which is Feb. 15, 2020 through June 30, 2020.

1 If a business has an outstanding SBA loan from January 31, 2020 through the origination of this new loan, that balance will be 
added to the 2.5x average monthly payroll costs, and refinanced through the new loan.
2 Seasonal employers normally have higher-than-average payroll costs during the months in the “Covered Period” (Feb 15 - June
30) should select a period of Feb 15, 2019 - June 30, 2019.



5. “Payroll costs” do not include, however:

• The compensation of any individual employee in excess of an annual salary of 
$100,000,

• Payroll taxes,

• Any compensation of an employee whose principal place of residence is outside 
the U.S., or

• Any qualified sick leave or family medical leave for which a credit is allowed under 
the new Coronavirus Relief Act passed last week.

6. Calculate your average monthly payroll cost for the twelve month period prior to 
the date of the loan as follows:

1. Determine “Gross Wages” paid for that period

2. Subtract Gross Wages over $100,000 paid to any employee.

3. Add any state taxes paid by the Employer

4. Add Employer-paid “Benefit Contributions”

5. Do not include Payroll Taxes 

“Gross Wages” - This is the total amount of gross pay (salary, wages, 
commissions, tips, and bonuses) you paid to full-time and part-time employees during a 
given month. It includes employee-paid State and Federal Taxes and employee-paid 
Benefits Contributions. It does not include employer-paid Federal Taxes or State Taxes.

“Benefits Contributions”: This is employer or employee contributions paid for 
“group health plans” and retirement plans. Group health plans include: health insurance 
plans, dental and vision plans, and health FSAs. This does not include HSAs, Group Term 
Life Plans, or Long-Term and Short-Term Disability Plans.

Example. Rob’s Car Wash applies for a paycheck protection loan on May 1, 2020. The 
business had $1.2 million in payroll costs for the period May 1, 2019 through May 1, 2020, 
for a monthly average of $100,000. Rob’s Car Wash is entitled to a fully guaranteed 
federal loan of $250,000 — assuming it’s made before December 31, 2020 — equal to the 
lesser of: (A) $250,0000 ($100,000 in average payroll costs  x  2.5), or (B) $10 
million.

D. Loan Forgiveness of Paycheck Protection Loans

1. A separate section of the CARES Act calls for a portion of the aforementioned 
paycheck protection loans to be forgiven on a tax-free basis. 

2. The amount to be forgiven is the sum of the following payments made by the 
borrower during the 8-week period beginning on the date of the loan:

• payroll costs (as defined above)



• mortgage interest,

• rent,

• certain utility payments.

Note: Not more than 25% of the forgiven amount may be for non-payroll cost

3. To seek forgiveness, a borrower must submit to the lender an application that 
includes documentation verifying the number of employees and pay rates, and cancelled checks 
showing mortgage, rent, or utility payments.

Example. Continuing the previous example with Rob’s Car Wash, in the first 8 weeks after 
the business borrows the $250,000, the business pays $200,000 in payroll costs, 
mortgage interest, and utility payments. Rob’s Car Wash is eligible to have $200,000 of the
$250,000 loan forgiven. The forgiveness will not create taxable income. In addition, 
because of the deferment rules in the CARES Act, any payments due on the remaining 
$50,000 will not be due for six months.

4. All lenders have 60 days to decide on the loan forgiveness, and any portion that is 
not forgiven must be repaid within two years. Any forgiven loans will be excluded from gross 
income for tax purposes.

5. There is a provision, however, that reduces the amount that may be forgiven if the 
employer either:

a. Reduces its workforce during the 8-week covered period when compared 
to other periods in either 2019 or 20203, or

b. Reduces the salary or wages paid to an employee who had earned less 
than $100,000 in annualized salary by more than 25% during the covered period.

6. If a borrower lays people off during the covered period the amount of the loan 
forgiveness will be reduced by:

Avg. monthly full time employees during covered period / Avg. monthly 
full time employees during the lookback period x Total amount of loan 
forgiveness = New loan forgiveness

Example: Widgets, Inc. wants $1 million in loan forgiveness under the Paycheck Protection 
Program. During the covered period, Widgets has 25 average monthly full-time employees. During 
the lookback period, Widgets had 50 average monthly full-time employees. Widgets is eligible for 
$500,000 in loan forgiveness [(25 / 50) x $1,000,000].

7. If a borrower cuts its employees’ wages during the covered period, the amount of 
loan forgiveness will be reduced by:

3 The “look back period” is at the election of the borrower either the period beginning on February15, 2019 and 
ending on June 30, 2019, or the period beginning on January 1, 2020 and ending on February 29, 2020;



− The amount of any salary or wage reduction of employees whose 
annualized rate of pay during any pay period in 2019 was less 
than $100,000; and 

− whose salary or wage reduction was in excess of 25% of the total 
salary or wages they received during the most recent full quarter 
before the covered period.

Example: Bidgets, Inc. wants $250,000 in loan forgiveness under the Paycheck 
Protection Program. During the covered period, Bidgets cut his   employee’s 
wages $80,000 to $50,000. 25% of wages = $80,000 x .25 = $20,000

The excess of the reduction in wages over that amount is $10,000 ($30,000 – 
20,000) Bidgets would be eligible for $240,000 of loan forgiveness ($250,000 – 
$10,000 = $240,000). 

8. This reduction can be avoided, however, if the employer rehires or increases the 
employee’s pay within an allotted time period.

E. Use of the Funds

1. May be used to pay for used for fixed (existing) debts, accounts payable, payroll, 
medical leave, sick leave, salaries, health benefits, mortgage payments, rent, utilities, insurance, 
and existing debt that cannot be paid because of the impact of COVID-19

2. The loan proceeds cannot be used refinancing, expansion, or growth.

F. To Apply 

1. Application is made with an approved SBA Lender (Banks and Credit Unions).

2. Banks will originate SBA will 100% guarantee the loan.

G. Payment Terms

1. Maximum loan amount – See section IIC, above

2. Interest Rate – 0.5%

3. Loan Term – Two year term loan

4. Deferment – An additional provision in the CARES Act provides for possible 
deferment of repayment of the loans for a period of at least six months, but not to exceed a year.

5. Collateral - None.

6. Personal Guarantee – None – nonrecourse.

7. Prepayment Penalty – None

8. Fees - The lender cannot charge a guarantee fee, a yearly fee, a prepayment 
penalty, or request a personal guarantee or collateral for the loan. Also, the requirement that the 
business cannot obtain credit from another lender doesn’t apply.



H. Impact on Other Programs

1. A loan under the Paycheck Protection Program makes the borrower ineligible for 
the Employee Retention Tax Credit made available under the CARES Act. 

2. This only applies to the Employee Retention Tax Credit in the CARES Act and 
does not apply to any credits available under the FFCRA (such as the paid sick leave tax credit) or 
other credits available under the CARES Act.

III. The EIDL Loan Program

A. Overview

1. The SBA’s Economic Injury Disaster Loan (EIDL) Program provides economic 
support to small businesses to help overcome the temporary loss of revenue they are experiencing
as a result of the COVID-19 pandemic.

2. The EIDL Program includes a $10,000 grant that businesses can apply for and 
which they do not need to pay back. 

3. The rest of the EIDL loan, which caps out at $2 million, is not forgivable but can be
more flexible than PPP in the types of expenses it covers.

4. The funding source is the Small Business Administration.

B. Eligibility 

1. This program is for any small business with less than 500 employees adversely 
impacted by COVID-19.

2. This includes sole proprietorships, persons, private non-profit organization or 
501(c)(19) veterans’ organizations – Also, independent contractors and self-employed.

3. Businesses in certain industries may have more than 500 employees if they meet 
the SBA’s size standards for those industries.

4. Businesses and nonprofits eligible for the EIDL program are required to have been
operational on January 31, 2020, and to have experienced negative economic effects because of 
the coronavirus crisis.

5. Must be in a declared disaster area (all states as of 3/28/2020 are – not all 
counties are however).

6. Eligible even if credit is available elsewhere.

C. Use of the Funds - 

1. The funds may be used for existing debts, accounts payable, payroll, medical 
leave, sick leave, health benefits, mortgage payments, rent, utilities, insurance, and exiting debt 
that cannot be paid because of the impact of COVID -19.

2. The funds cannot be used for refinancing, expansion, or growth. 

D. To Apply



1. To apply for the EIDL loan and the $10,000 grant: Small-business owners and 
nonprofits can apply directly with the Small Business Administration at this website: 

https://covid19relief.sba.gov/#/.

2. When small businesses submit their applications for the EIDL loan, they can 
indicate they are interested in the emergency grant at the same time.

3. Can apply based on credit score alone.

4. Self-certification by applicant under penalty of perjury.

5. The approval time is three days for the Advance Grant, and 3+ weeks for the first 
loan disbursement.

6. The Economic Injury Disaster Loan advance funds will be made available within 
days of a successful application, and this loan advance will not have to be repaid.

E. Payment Terms

1. Maximum loan amount - $2,000,000

2. Interest Rate – 3.75% for businesses, 2.75% for non-profits.

3. Loan Term – 30 years

4. Deferment – Up to 1 year

5. Collateral - Business assets and potential personal assets from a more than 20% 
owner.

6. Personal Guarantee – For loans $200,000, or less - none required; for loans over 
that amount – 20% owners must provide personal guarantees.

7. Prepayment Penalty - None

F. Impact on Other Programs

1. An applicant may receive an EIDL Loan and loans under other programs (such as 
the PPP) as long as the basis of the loan is different.

2. No double dipping. 

IV. The SBA Debt Express Bridge Loan

A. Overview

1. The Express Bridge Loan Pilot Program allows small businesses who currently 
have a business relationship with an SBA Express Lender to access up to $25,000 quickly. 

2. Pursuant to its authority under the Small Business Act, the U.S. Small Business 
Administration (“SBA” or the “Agency”) provides direct loan assistance to small businesses located 
in communities impacted by Presidentially-declared disasters and disasters declared by SBA under
its own authority.

3. As originally announced, the EBL Pilot Program authorizes SBA Express Lenders 
to provide expedited SBA-guaranteed bridge loan financing on an emergency basis in amounts up 



to $25,000 for disaster-related purposes to small businesses located in communities affected by 
Presidentially-declared disasters while those small businesses apply for and await long-term 
financing (including through SBA’s direct Disaster Loan Program, if eligible). 

4. Effective March 25, 2020, (announcement by publication of a notice in the Federal 
Register will follow), SBA expanded program eligibility to include small businesses nationwide 
adversely impacted under the Coronavirus Disease (COVID-19) Emergency Declaration issued by 
President Trump on March 13, 2020.

5. If a small business has an urgent need for cash while waiting for decision and 
disbursement on an Economic Injury Disaster Loan, they may qualify for an SBA Express Disaster 
Bridge Loan.

B. Use of Proceeds -  EBL loan proceeds must be used exclusively as working capital to 
support the survival and/or reopening of the small business. 

C. Terms

1. SBA Express Lenders may only make EBL loans to eligible small businesses with 
which the Lender had an existing banking relationship on or before the date of the applicable 
disaster.

2. The small business must have been operational when the declared disaster 
commenced and must meet all other 7(a) loan eligibility requirements.

3. As with all 7(a) loans, EBL applicants must demonstrate the need for the desired 
credit (i.e., they must meet the SBA’s “credit elsewhere” requirements).

4. The maximum gross loan amount under the EBL Pilot Program is $25,000, the 
loan is structured as a term loan, with a maximum term of 7 years; however the Lender may 
require the EBL borrower to pay the EBL loan in part or in full if the borrower is approved for long-
term disaster financing (including an SBA Direct Disaster loan) that allows loan proceeds to be 
used for EBL loan reimbursement; the lender may charge up to 6.75% annual interest.

V. SBA Debt Relief

A. Overview - As part of SBA's debt relief efforts:

1. The SBA will automatically pay the principal, interest, and fees of current 7(a), 
504, and microloans for a period of six months.

2. The SBA will also automatically pay the principal, interest, and fees of new 7(a), 
504, and microloans issued prior to September 27, 2020.

B. Additional Debt Relief

1. For current SBA Serviced Disaster (Home and Business) Loans: If your disaster 
loan was in “regular servicing” status on March 1, 2020, the SBA is providing automatic deferments
through December 31, 2020.

2. What does an “automatic deferral” mean to borrowers?

− Interest will continue to accrue on the loan.



− 1201 monthly payment notices will continue to be mailed out which will reflect 
the loan is deferred and no payment is due.

− The deferment will NOT cancel any established Preauthorized Debit (PAD) or 
recurring payments on your loan. 

− Borrowers that have established a PAD through Pay.Gov or an OnLine Bill 
Pay Service are responsible for canceling these recurring payments.  

− Borrowers that had SBA establish a PAD through Pay.gov will have to contact 
their SBA servicing office to cancel the PAD.

− Borrowers preferring to continue making regular payments during the 
deferment period may continue remitting payments during the deferment 
period. SBA will apply those payments normally as if there was no deferment.

− After this automatic deferment period, borrowers will be required to resume 
making regular principal and interest payments. 

− Borrowers that cancelled recurring payments will need to reestablish the 
recurring payment.

3. If you have questions about your current loan and whether or not your loan is 
automatically deferred, please contact your Loan Servicing Office directly using the following 
information:

Birmingham Disaster Loan Servicing Center: 
Phone: 800-736-6048
Email: BirminghamDLSC@sba.gov

El Paso Disaster Loan Servicing Center: 
Phone: 800-487-6019
Email: ElPasoDLSC@sba.gov
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