CARES ACT: KEY THINGS TO KNOW
Paycheck Protection Program
• The stimulus includes nearly $350 billion in funding for a provision to create a Paycheck
Protection Program (PPP) that will provide small businesses and other entities with zero-fee loans
of up to $10 million. Up to 8 weeks of average payroll and other costs will be forgiven if the
business retains its employees and their salary levels. Principal and interest is deferred for up to a
year and all borrower fees are waived. This temporary emergency assistance through the U.S.
Small Business Administration (SBA) and the Department of Treasury can be used in
coordination with other COVID-financing assistance established in the bill or any other existing
SBA loan program.
•

For franchises and hotels, the program temporarily waives SBA “affiliation rules” to allow
businesses with multiple locations that normally are not considered small, to qualify. This is
especially important for our restaurant and lodging sector. They are still limited to the same
maximum loan size - $10 million - as a business with one location.

Emergency Economic Injury Grants
• The stimulus includes $10 billion in funding for a provision to provide an advance of $10,000 to
small businesses and nonprofits that apply for an SBA economic injury disaster loan (EIDL)
within three days of applying for the loan. EIDLs are loans of up to $2 million that carry interest
rates up to 3.75 percent for companies and up to 2.75 percent for nonprofits, as well as principal
and interest deferment for up to 4 years. The loans may be used to pay for expenses that could
have been met had the disaster not occurred, including payroll and other operating expenses.
•

The EIDL grant does not need to be repaid, even if the grantee is subsequently denied an EIDL,
and may be used to provide paid sick leave to employees, maintaining payroll, meet increased
production costs due to supply chain disruptions, or pay business obligations, including debts,
rent and mortgage payments. Eligible grant recipients must have been in operation on January 31,
2020. The grant is available to small businesses, private nonprofits, sole proprietors and
independent contractors, tribal businesses, as well as cooperatives and employee-owned
businesses.

•

A business that receives an EIDL between January 31, 2020 and June 30, 2020 as a result of
a COVID-19 disaster declaration is eligible to apply for a PPP loan or the business may
refinance their EIDL into a PPP loan. In either case, the emergency EIDL grant award of up to
$10,000 would be subtracted from the amount forgiven in the payroll protection plan.

Debt Relief for Existing and New SBA Borrowers
• The stimulus includes $17 billion in funding for a provision to provide immediate relief to small
businesses with standard SBA 7(a), 504, or microloans. Under this provision, SBA will cover all
loan payments for existing SBA borrowers, including principal, interest, and fees, for six months.
This relief will also be available to new borrowers who take out an SBA loan within six months
after the President signs the bill. While SBA borrowers are receiving the six months debt relief,
they may apply for a PPP loan that provides capital to keep their employees on the job. The six
months of SBA payment relief may not be applied to payments on PPP loans.

Resources for Business Counseling Services
• The stimulus provides $275 million in grants to the nation’s network of Small Business
Development Centers (SBDCs) and Women’s Business Centers (WBCs), as well as the Minority
Business Development Agency’s Business Centers (MBDCs), to provide mentorship, guidance
and expertise to small businesses. The funding will allow SBDCs, WBCs, and MBDCs to hire
staff and provide programming to help small businesses and minority-owned businesses respond
to COVID-19.
•

On Long Island, we have SBDCs located in Stony Brook and Farmingdale, which will be a vital
local resource to navigate these programs.

