
Paycheck Protection Program
Frequently Asked Questions

On Friday, March 27, Congress approved the 
CARES Act which includes the very important 
Paycheck Protection Program (PPP). This 
program will directly help small businesses 
(less than 500 employees) by providing 
cash-flow assistance through 100% federally 
guaranteed loans to employers who maintain 
their payroll during this emergency. If 
employers maintain their payroll, the loan 
amount is forgiven, as long as the loan funds 
are only used for permitted purposes (payroll 
costs, mortgage payments, lease obligations, 
interest on prior indebtedness, certain 
utilities, additional wages paid to tipped 

employees). The goal is to help workers 
remain employed, as well as help affected 
small businesses and our economy snap-back 
quicker after the crisis. PPP has a host of 
attractive features:

Who is eligible to apply under the Paycheck Protection Program?

Almost every business, including sole 
proprietorships and qualifying nonprofit 
organizations, are eligible for PPP loans if they: 

a. meet the applicable North American 
Industry Classification System (NAICS) 
code-based size standard or other 
applicable 7(a) loan size standard, both 
alone and together with its affiliates; or 

b. have an employee headcount that is 
lower than the greater of 

i. 500 employees; or 

ii. the employee size standard, if any, 
under the applicable NAICS code. 

Businesses that fall within NAICS Code 72, 
which applies to accommodations and food 
services, are also eligible if they employ no 
more than 500 people per physical location. 

Sole proprietorships, independent 
contractors, and self-employed individuals are 
also eligible.

Potential forgiveness of the loan amount 
based on employee retention and salary 
levels

No Small Business Administration (SBA) fees

At least six months of deferral with maximum 
of up to a year



In general, eligible recipients are allowed to borrow the lesser of 2.5x Average Monthly Payroll Costs 
or $10 million. 

Eligible payroll costs are defined as the sum of payments of any compensation with respect to 
employees that is a:

salary, wage, commission, or similar compensation;

payment of cash tip or equivalent;

payment for vacation, parental, family, medical, or sick leave;

allowance for dismissal or separation;

payment required for the provisions of group health care benefits, 
including insurance premiums;

payment of any retirement benefit; or

payment of State or local tax assessed on the compensation of 
employees; and

the sum of payments of any compensation to or income of a sole 
proprietor or independent contractor that is a wage, commission, 
income, net earnings from self-employment,or similar compensation 
and that is in an amount that is not more than $100,000 in 1 year.

Ineligible payroll costs can be defined as:

compensation for any employee in excess of an annual salary over $100,000 
(note: you can include employee compensation up to the $100,000 cap)

taxes imposed or withheld under Chapters 21, 22, or 24 of IRS Code during the 
covered period

compensation for any employee whose principal residence is outside USA 

qualified sick and/or family leave wages, for which a credit is allowed under 
Families First Coronavirus Response Act

Please note that the covered period is defined as beginning on February 15, 2020 and 
ending on June 30, 2020.



Loan proceeds can be utilized to pay payroll (including salaries and commissions or similar 
payments), group health payments, interest on a related mortgage, rent or lease payments, 
utilities, and interest on any debt incurred before February 15, 2020.

Any business-related interest payments on a mortgage or other debt obligation (excluding any 
prepayment or principal obligation) that was incurred before February 15, 2020.

Payments for business-related rent under a leasing agreement that was in force before February 
15, 2020.

What rent expenses are considered eligible?

What utility expenses are considered eligible?

Payments for business related utilities (for the distribution of electricity, gas, water, transportation, 
telephone, or internet access) for which service began before February 15, 2020.

What items are required to apply under the Paycheck Protection Program?

Applicants are expected to provide the following items to be considered for a loan under the 
Paycheck Protection Program:

Please note that as this new program evolves, additional documents may be requested, if needed.

Borrower certification required by the Small Business Administration (SBA)

Any payroll filings and Form 1099-MISC reported to the IRS, and state income, 
payroll, and unemployment insurance filings (payroll filings can be provided by 
reports generated in your accounting software) - see note above about eligible 
and ineligible payroll costs 



What documents must be completed by the applicant?

Lenders will be required to consider whether an applicant was in operation on February 15, 
2020, and either had employees for whom it paid salaries and payroll taxes or paid independent 
contractors. Applicants will not be required to demonstrate repayment ability.

Applicants are expected to complete the following items to be considered for the Paycheck 
Protection Program: 

Borrower Loan Application

Good Faith Certification completed, signed, and dated by an authorized 
business representative stating that:

the uncertainty of current economic conditions makes necessary the loan 
request to support ongoing operations of the eligible recipient; and

funds will be used to retain works and maintain payroll or make mortgage 
payments, lease payments, and utility payments; and

that the eligible recipient does not have an application pending for a loan 
under the Paycheck Protection Program for the same purpose and 
duplicative amounts of the applied for or received covered loan; and 

during the period beginning February 15,2020 and ending on December 
31, 2020 that the eligible recipient has not received amounts under the 
Paycheck Protection Program for the same purpose and duplicative 
amounts of the applied for or received covered loan.

What are the benefits of receiving a loan under the Paycheck Protection Program?

Loans under the Paycheck Protection Program require no collateral or personal guarantee. 
Additionally, recipients of the Paycheck Protection Program are eligible for loan forgiveness of 
the indebtedness if they comply with the loan forgiveness requirements. 

The amount of loan forgiveness under the Paycheck Protection Program is non-taxable.



Will Paycheck Protection Program loans be forgiven?

A borrower is eligible for loan forgiveness equal to the amount the borrower spent on the 
following items during the eight-week period beginning on the date of the origination of the 
loan:

Payroll costs (using the same definition of payroll costs used to determine loan 
eligibility); or

Interest on the mortgage obligation incurred in the ordinary course of business; or

Rent on a leasing agreement; or

Payments on utilities, including electricity, gas, water, transportation, telephone and 
Internet access for service that began before February 15, 2020; or

Additional wages paid to tipped employees.

Can the amount forgiven be reduced?

The amount of loan forgiveness calculated above is reduced if there is a reduction in the 
number of employees (i.e., failure to maintain the average number of full-time equivalent 
employees versus the period from either February 15, 2019, through June 30, 2019, or January 
1, 2020, through February 29, 2020, as selected by the borrower) or a reduction of greater than 
25% in wages paid to employees.  Specifically, the amount forgiven is reduced to the extent that 
compensation for any individual making less than $100,000 per year is reduced by more than 25 
percent measured against the most recent full quarter.

Reductions in the number of employees or compensation occurring between February 15, 
2020, and 30 days after enactment of the CARES Act will generally be ignored if the action 
(layoff or salary reduction) is reversed by June 30, 2020.  

What are the primary terms of the Paycheck Protection Program loans?

Any amount not forgiven as described above will bear interest at a maximum rate of 1 percent 
and mature no later than 2 years after the amount of forgiveness is applied.  Payments on 
Paycheck Protection Program loans will be deferred for 6 months.



How do I receive forgiveness on my Paycheck Protection Program loan?

You can apply for forgiveness on your loan. In this application, you must include:

Documentation verifying the number of employees on payroll and pay rates, including 
IRS payroll tax filings and state income, payroll, and unemployment insurance filings.

Documentation verifying payments on covered mortgage obligations, lease obligations, 
and utilities.

Certification from a representative of your business or organization that is authorized to 
certify that the documentation provided is true and that the amount that is being forgiven 
was used in accordance with the program’s guidelines for use.

Can I get more than one Paycheck Protection Program loan?

No, an entity is limited to one Paycheck Protection Program loan. Each loan will be registered 
under a Taxpayer Identification Number at SBA to prevent multiple loans to the same entity.

Nothing contained herein should be construed as tax or legal advice or opinion or used as a substitute for consultation with professional legal counsel. 
O’Neal Steel LLC  is not authorized to practice law, is not an attorney or law firm, and is not rendering legal advice.

How do I apply for a Paycheck Protection Program loan?

Businesses should first consult with your current lender to determine whether it is participating 
in the program. Participating institutions include any existing Small Business Association (SBA) 
7(a) lender, any federally insured depository institution, federally insured credit union, or Farm 
Credit System.  Each participating institution may have its own process or unique application 
form.

The SBA has provided a sample application form to show information that will be requested 
(click the button below to view). 

https://www.sba.gov/sites/default/files/2020-04/PPP%20Borrower%20Application%20Form.pdf

