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If you are an American and have a small business or are self-employed, you might consider 
applying for some assistance in the form of a fixed-rate, low interest, and possibly forgivable 
loan via the Coronavirus Aid, Relief, and Economic Security (CARES) Act, which was signed 
into law March 27, 2020.

Under the CARES Act, the US government is extending potentially forgivable loans to small 
businesses, eligible nonprofit organizations, Veterans organizations, and Tribal businesses… 
and self-employed individuals. The loans are intended to help out with short-term operating 
costs and, in the case of the PPP, primarily with employee retention.

Hear me out — I know that I often pound the table about mushrooming US government 
debt, and that a government program such as this one, which will likely be abused, will 
contribute to it. 

But if you have shareholders, you might consider your obligations to them to keep your 
business up and running, and to any employees (including yourself) to keep them paid and 
working.

Businesses — including sole proprietorships — that cannot stay intact cannot contribute fully 
to the economy. Period.
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The goals of the CARES Act are threefold:

1)	 To keep businesses as intact as possible, so that employees keep their jobs. In fact, if you 
receive a loan and keep your full staff at full salary, parts of the loan essentially become a 
grant;

2)	 To keep people spending (and thus stimulating the economy); and,
3)	 To help companies reposition themselves as they face a future that will likely look very 

different from what they’re used to. (Even dance schools and local yoga studios need to 
host classes online, it turns out.)

A few people we know are already applying for these loans — and these are people who have 
never, in decades, applied for a business loan. But they know the future is uncertain, and they 
want to keep going.

The CARES Act actually offers two avenues to relief, as shown in this graphic by the Small 
Business Administration (who is in charge of this ride): the Paycheck Protection Program 
(PPP), and the Economic Injury Disaster Loan (EIDL).

As a disclaimer, please note that detailed guidance on these loans is still forthcoming, and 
that there is confusion among both lenders and the legal/accounting industry about some of 
the finer details. Please do check with your financial advisor for the most current and accurate 
interpretation of the following:
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The first one, the PPP, provides loans in amounts up to $10M and helps you cover payroll, 
mortgages, rents, utilities and other costs. The SBA can forgive the portion of the loan that 
covers your first eight weeks of payroll, mortgage interest, rent, and utility payments so keeping 
records of how any PPP proceeds are spent is vital.

The second, the disaster loan, is for up to $2M and is intended to help cover costs that 
otherwise would have been paid had the disaster not happened. It can provide an immediate 
advance of up to $10,000 (depending on how many employees you have; see our update below 
in the EIDL section) that acts more like a grant, in that it doesn’t have to be repaid, even if the 
applicant does not qualify for the loan.

You cannot take more than one SBA loan. PPP lenders are banks, but they loan the money 
out through the SBA 7(a) loan program (their primary program for loaning money to small 
businesses).

That means that technically, you can take only one of these loans, although if you apply now 
for the EIDL -- the only one available at the moment -- you can refinance it into a PPP loan later, 
or not accept it if you qualify for a PPP loan. (You generally have about two months to decide if 
you want the EIDL loan.)

Here is a comparison of the two loan types that my team compiled. We’ll get into the details of 
each loan below.

PPP EIDL

Who is the lender? A Bank that does SBA 7(a) Loans, 
underwritten by the SBA

The Small Business Administration 
(SBA)

What is the maximum loan 
amount?

$10M, calculated as 2.5x average 
monthly “payroll” costs, measured 
over the 12 months preceding the 

loan date.

$2M

Can you get an advance? No
Yes, up to $10,000, available within three 
days. It does not have to be repaid if you 

are denied the loan.

What is the annual interest 
rate? Not to exceed 1% 3.75% for businesses, 2.75% for non-

profits

What is the term of the loan? 2 years Up to 30 years

Are there fees for paying off 
the loan early? No No

How long does the process 
take? Unclear yet (April 3, 2020)

A few minutes to fill out the initial 
application, then 2-3 weeks for processing, 

plus an additional 5 days for funding

https://www.sba.gov/partners/lenders/7a-loan-program/types-7a-loans
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PPP EIDL

When is the first payment 
due?

At least six months after the loan 
origination date (interest accrued 

during deferment). Any loan 
amounts not forgiven at the end of 
one year is carried forward as an 
ongoing loan with max terms of  

2 years, at 1% max interest.

One year after the origination date 
(interest is accrued during deferment).

Is a personal guarantee 
required? No

Usually, if the loan is >$200,000 and 
you are a 20% or more owner of the 

business, etc., but the CARES Act 
eliminates that.

Is collateral required? No Again, usually the SBA requires it, but 
the CARES Act disperses with that.

Is there a loan forgiveness 
program? Yes

No, although you don’t have to pay back 
the first $10,000 (the advance) if you 

spend it on business needs.

Must 2019 taxes have been 
filed? Depends on the lender

No, but the SBA may request that you 
file IRS Form 4506T, which gives them 

access to past returns. (They’ll likely just 
run your credit score instead.)

Can you apply now?
No, the banks are still reviewing 
guidelines and preparing their 

application funnels.

Yes, loans are available now, and the 
application is live here.

Must you accept the loan if 
you qualify? Unclear at this time. No, you have 60 days to decide.

Can you have both loans?

Our understanding as of 4/6/20 is 
that if you apply for an Economic 

Injury Disaster Loans (EIDLs), you 
may apply for a PPP loan. But you 
cannot accept both. The nebulous 

language of the CARES Act may 
allow for both, though, so do check 

with your financial advisor.

If you take out an EIDL between 
February 15-June 30, you may refinance 
that loan into a PPP loan or not accept it.

The Paycheck Protection Program (PPP)

The Paycheck Protection Program (PPP) authorizes up to $349 billion towards job retention 
and certain other expenses. These loans are made from existing SBA lenders. (Think major 
banks such as Chase, Wells Fargo, or even your local lender.)

Small businesses are eligible for the PPP if they have fewer than 500 employees. So are 
independent contractors and individuals who are self-employed.

https://covid19relief.sba.gov/#/
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The aim of these loans is to, as the name puts it, protect paychecks.

The money is to be used to cover payroll costs, plus most mortgage interest, rent, and utility 
costs over the eight-week period after the loan is made.

If you have employees (including yourself, if you’re a contractor, etc.), then you need to use 
most of the money to keep them or rehire those you’ve let go due to the pandemic. (Payroll 
costs are capped at $100,000 on an annualized basis for each employee.) Otherwise, the loan 
won’t be forgiven.

If the above is adhered to, then the loans are considered forgivable, although not more than 
25% of the forgiven amount may be used for non-payroll costs.

Note that we are NOT encouraging people to apply if they don’t plan on paying back the loan. 
Of course, some people will abuse the program. Others will use the money for its intended 
purpose but simply be unable to pay the loan back. 

When can you apply for a PPP loan?

As soon as possible, as there is a funding cap.

Small businesses and sole proprietorships were supposed to be able to apply through a lender 
starting Friday, April 3, 2020. A week later, on April 10, independent contractors and self-
employed individuals are supposed to be able to apply. 

The program and the application window both end June 30, 2020.

What is the maximum PPP loan amount? 

The lesser of:

 • 2.5X average monthly payroll costs (capped at $100,000 per employee) during the one-
year period before the date on which the loan is made, plus 25 percent; or, 

 • $10 million. 

New businesses use the measurement period from January 1, 2020-February 29, 2020.
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How they calculate the principal

When calculating what you might borrow, consider the following:

 • Punch in your aggregate payroll costs from the last year for employees based in the 
United States.

 • Next, subtract any compensation paid to an employee in excess of $100,000 (and/
or any amounts paid to independent contractors or sole proprietors, who cannot 
be counted as employees here).

 • Now divide the amount left by 12.
 • Multiply your average monthly payroll costs from Step 3 by 2.5.

What are the allowable PPP uses? 

• Payroll costs (see below)
• Health care benefits (including paid sick or medical leave, and insurance premiums)
• Mortgage interest obligations
• Rent
• Utility payments
• Interest on other debt obligations from prior to Feb. 15, 2020

What counts as payroll costs?

Payroll costs include: 

•	 Salary, wages, commissions, or tips (capped at $100,000 on an annualized basis for each employee)
•	 If you’re a sole proprietor or independent contractor: wages, commissions, income or net 

earnings from self-employment (again, capped at $100,000/year)
•	 Employee benefits including costs for vacation, parental, family, medical, or sick leave; 

allowance for separation or dismissal; payments required for the provisions of group health 
care benefits including insurance premiums; and payment of any retirement benefit

•	 State and local taxes assessed on compensation

How do you apply?

You apply through an existing SBA 7(a) lender (generally a bank), or through any federally 
insured depository institution, federally insured credit union, or Farm Credit System institution 
that is participating. 

The government currently is approving more lenders for the program.
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You can find a list of participating lenders at www.sba.gov.

We called a number of the big banks the week of March 30th, a few days after the law was 
signed. At the time, they were not answering questions about applications and posted on their 
web sites that they were not yet accepting applications.

And on Friday morning, April 3, the major banks all posted messages saying that they were still 
reviewing the legislation and were not able to take applications. They asked for clients not to come 
into the bank branches, saying no one would be able to help them. (The application is digital.)

It’s understandable; they basically had four days to set up a system that would approve loans 
the same day businesses applied for them.

Thursday evening (April 2), JPMorgan Chase held a webinar about the process. 

One thing they require is that you have an active Chase business checking account with them 
(as of 2/15/20) and an active business profile on their site in order to apply through them. 

“If you don’t bank with Chase, we recommend you reach out to your primary bank,” said Mark 
Baird, Vice President, SBA Solutions Manager at Chase, during the webinar.

On Friday afternoon, Chase was to start accepting applications. As of Monday, 4/6, Chase 
posted a note on its site saying that they were updating the application program and would 
“be back up as soon as possible.”

Bank of America started accepting applications Friday morning for businesses with an 
existing relationship/account with the bank. It reportedly went through 10,000 applications 
per hour that day.

Wells Fargo had nothing on their site (and wouldn’t answer phone questions) for much of the 
week. It announced on Sunday, April 5 that it would target $10 billion towards the program. 
Less than 24 hours later, it said it had used up its allotment for the time being:

“We have received forms from customers expressing interest in the PPP that we expect will fill the company’s 
capacity to lend under the program, as Wells Fargo continues to operate under existing asset cap limitations. Given 
the exceptionally high volume of requests we have already received, we will not be able to accept any additional 
requests for a loan through the Paycheck Protection Program. We will review all expressions of interest submitted 
by customers via our online form through April 5 and provide updates in the coming days.”

The big banks aren’t the only places to go looking for possible loans. Here is a list of qualified 
lenders on the SBA’s site. You can use the drop-down menu to find banks in your state. And 
here is a list of the most active SBA 7(a) lenders by volume.

http://www.sba.gov
https://event.on24.com/wcc/r/2245276/DF92E5E606A2F6BDA740CECB4086DC27?partnerref=banker
https://recovery.chase.com/cares1
https://about.bankofamerica.com/promo/assistance/latest-updates-from-bank-of-america-coronavirus/small-business-assistance?cm_sp=SBC-_-PPP-Article-Redirect-_-PPP-Article-Redirect
https://update.wf.com/coronavirus/paycheckprotectionprogram/?_ga=2.16625074.588274084.1586184287-629961801.1585668366
https://www.sba.gov/partners/lenders/microloan-program/list-lenders
https://www.sba.gov/partners/lenders/microloan-program/list-lenders
https://www.sba.gov/article/2020/mar/02/100-most-active-sba-7a-lenders
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It’s probably best to start with the bank with whom you already have a business relationship.

Note that whomever you borrow from, all loans will have the same terms. 

What are the terms of the PPP loan?

All PPP loans mandate a 1.00% fixed interest rate, and all payments are deferred for 6 months. 
(Interest will still accrue.) After that, the loan is due in two years, although you can pay it off 
earlier without incurring any penalties or fees. There is no fee for setting up the loan, either.

Are you eligible?

All businesses, including small ones, self-employed individuals, and independent contractors, 
with 500 or fewer employees can apply. 

(Businesses in certain industries can have more than 500 employees, but that does not apply to 
most of our readers.)
   
What do you need to apply? 

First, you must complete the loan application — find it here — and submit it with the required 
documentation to an approved lender that is available to process your application by June 30, 2020. 

https://home.treasury.gov/system/files/136/Paycheck-Protection-Program-Application-3-30-2020-v3.pdf
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You will also need to provide your lender with payroll documentation, such as W3 forms, plus 
documentation that verifies the number of full-time equivalent employees on payroll and the 
dollar amounts of payroll costs, covered mortgage interest payments, covered rent payments, 
and covered utilities for the eight weeks after getting this loan.

The government is making the application process for these loans very easy. For example, 
they are waiving the usual SBA requirement that you try to obtain some or all of the loan 
funds from other sources. You also don’t have to personally guarantee the loan or provide any 
collateral.

You will need to state in good faith that: 

•	 you need the loan due to current economic uncertainty;
•	 the funds will be used to retain workers (such as yourself, if you’re self-

employed), maintain payroll, or to make mortgage, lease and utility payments; 
and,

•	 you’ll only receive one loan under this program.

How much of the loan will be forgiven? 

You will owe money when your loan is due if you use the money for anything other than 
payroll costs, mortgage interest, rent, and utilities payments over the 8 weeks after getting the 
loan. Due to likely high subscription, it is anticipated that not more than 25% of the forgiven 
amount may be for non-payroll costs.

You will also owe money if you do not maintain your staff and payroll. You have until June 30, 
2020 to restore your full-time employment and salary levels for any changes made between 
February 15, 2020 and April 26, 2020.

Additionally, note that forgiveness should not increase your tax exposure, as it is not considered 
cancellation of indebtedness income for the purposes of the Internal Revenue Code.

How can you request PPP loan forgiveness? 

Obviously, they’d prefer that you repay the loan, and you have two years to do so. But if you 
need loan forgiveness, you can submit a request to the lender showing that you’ve used the 
money in good faith.

You will verify the number of full-time equivalent employees and pay rates, plus payments on 
eligible mortgage, lease, and utility obligations. The lender will decide whether to forgive the 
loan within 60 days. 
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The Economic Injury Disaster Loan (EIDL) *updated 4/9/20

The SBA’s Economic Injury Disaster Loan program (EIDL) is intended to help with expenses 
that you would have been able to make, had this economic disaster not occurred.

The rules about how you use the money, therefore, are less stringent than for the PPP program.

In addition to the loan itself, small business owners (again, including sole proprietors/
independent contractors) can apply for an EIDL advance of up to $10,000.
 
Update: Due to enormous demand for the EIDL, the SBA is now capping the advance to $1,000 per 
employee… up to a maximum of $10,000.

So if you have two employees, the advance limit is $2,000. If you have 30 employees, the advance 
stops at $10,000.

The advance amount is determined by your gross receipts and other financial information you 
provide (and the new criteria delineated above). And whereas the PPP loan is serviced by a 
lender such as CitiBank or Chase, the advance is administered directly by the SBA.

Typically, EIDL applicants need to demonstrate:

 • an acceptable credit history
 • a business history of at least one year
 • the ability to repay the loan
 • location within a state or county that has received an economic injury disaster 

declaration (such as Governor Greg Abbott made on behalf of Texas)
 • substantial economic injury
 • inability to obtain credit elsewhere (waived in this case; you don’t have to apply to other 

lenders)
 • collateral for loans of more than $25,000 (although the SBA usually grants loans without 

collateral if it’s unavailable)
 • a personal guarantee for loans greater than $200,000
 • the providing of tax returns

The CARES Act waives the personal guarantee, the one-year history (although you still have to 
have been in business since at least January 31, 2020), the ability to obtain credit elsewhere, 
and even the providing of tax returns. They may choose to use your credit score instead.

You also don’t have to be located in a state such as Texas, where an economic disaster has been 
declared, for the purposes of the CARES Act EIDL.
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What are the terms of the EIDL?

Under the CARES Act, these loans can be for up to $2 million, to help you deal with a 
temporary loss of revenue.

The interest rate is 3.75% for small businesses and 2.75% for non-profits. (Note that a friend 
has pointed out that if churches take these loans, there may be a time when a politician might 
require the church to comply with certain societal values. It might behoove a church that 
doesn’t wish to compromise to abstain from these loans.)

The SBA offers loans with long-term repayments -- up to 30 years -- to keep the loans affordable.

Such terms are determined on a case-by-case basis.

Is the EIDL loan forgivable?

No, but if you need an immediate influx of money, you may receive up to $10,000 in an 
emergency advance within three days of applying for the loan. If your application for the EIDL 
is denied, you can keep the advance.
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Here’s what the application looks like. We watched a sole proprietor fill it out.

First, you certify that you are a business and that you don’t engage in illegal activities. 
(Thankfully, you cannot be in government.)

https://covid19relief.sba.gov/#/
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Next, you share your business’s details:
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Then, you share your personal details, including ownership percentage, social security 
number, etc.:

The form took only a few minutes to fill out. At the end, our friend was asked if she wanted to 
be considered for the advance. She clicked “yes” and filled in her bank account information.

So far -- three business days later -- no advance has been deposited, but we will update you 
if and when it is done. Update - one week later, still no advance, although the government says 
advances are forthcoming.

Again, if you don’t qualify for a loan but do receive an advance on it, you don’t have to pay back the 
advance. If you do qualify for the loan, you will likely have 60 days to decide whether to accept it. (If 
you accept it, you will likely have to pay back the advance, although that part is not clear yet.)

One reason not to accept it is the PPP loan. They still seem to be ironing out the details, but 
generally speaking, you can only take out one SBA loan.
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So if you apply for the PPP loan and get this one in the meantime, you might want to either 
skip the EIDL or refinance it into the PPP.

That said, the CARES Act seems to imply that you can indeed participate in both programs, so 
long as you don’t use the same money for the same purposes. PPP, for example, would go to 
payroll, while the EIDL might be used to order more inventory, etc.

Another option if you’re in a bind: borrowing from your 401(k) or IRA

Our friend Joshua Sharp of CompleteIRA.com sent us the following information covering 
the emergency changes in the law covering distributions or borrowing from your 
retirement account.

Here are the major points:

 • You can take money out of your IRA, 401(k),etc, regardless of your age in amounts, 
and with lower tax bills, than you could before.

 • You can take up to $100,000 out without the normal 10% penalty that comes with 
distributing from an IRA or 401k before age 59.5 as long as it’s because of the 
outbreak. There are rules about documentation, but Joshua says that it’s fairly easy 
to justify and self-declare. 

 • Importantly: If you make a distribution from Traditional funds, which are subject 
to income taxes, those taxes can be spread out over three years.

 • ...and if you are normally subject to required minimum distributions (RMDs), but 
don’t want to take one in 2020 due to the market’s drop, you don’t have to.

This is another generous deal being offered by the government. 

So, whether you lose work hours and need to cover your mortgage… or if you need to 
pull a little extra to buy some hard assets or create some income generation as things 
improve, now might be the time to borrow.

Another perk is that the decision is revocable. If you change your mind about borrowing, 
then you can put the money back at any time inside of a three-year window.

Remember, this pass is only for COVID-19 ‘required’ money that you distribute, so if you 
take your normal required minimum distribution, that won’t qualify to be put back.
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Additionally, says Joshua, “401k loans just got juiced for the next six months.”

 • You can borrow twice the normal limit and the ‘1/2 your account’s value’ rule is 
suspended, too. 

 • This means that an account worth $100,000 could borrow all $100,000. 

 • Payments still apply as normal, though; so only do that if you can pay it all back in 
full over the next five years.

For more information, consult with your tax advisor and/or check in with Joshua at 
CompleteIRA.com.

We are not financial or tax advisors, so it’s imperative to talk to your personal one before 
applying for one or both of these loans.

That said, if you are hurting because of what’s happening to the economy, and you want to do 
well by your employees (including yourself) and/or shareholders, it doesn’t hurt to look into 
these loans to see if they are suitable for your situation.

We’ll be back in a few days with more options to help you thrive through this financial crisis. In 
the meantime, stay calm and make rational decisions.

http://www.CompleteIRA.com
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Neither this document, nor any content presented by our organization, is intended to 
provide personal tax or financial advice.

This information is intended to be used, and must be used for information purposes 
only as general guidance and aimed at expanding your thinking.

We are not investment or tax advisors, and this should not be considered advice.

It is very important to do your own analysis before making any investment or 
employing any tax strategy.

You should consider your own personal circumstances and speak with professional 
advisors, and independently research any information that you wish to rely upon, 
whether for the purpose of making an investment or tax decision, or otherwise.

No content in this document constitutes - or should be understood as constituting - a 
recommendation to enter in any securities transactions or to engage in any of the 
investment strategies presented here, nor an offer of securities.
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