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m included in the ““Coronavirus Aid,
” (Pub. L. 116-136), as signed by the

* Loan forgiveness

e Small Business Opportunities in the CARES Act

/(M ALFA internationat

The Global Legal Network
Celebrating 40 Years




d into law the Coronavirus Aid,
ES Act” (Pub. L. 116-136)

(SBA) to create a new Business Loan

tion of the SBA’s 7(a) loan program, in which
e guaranteed by the SBA

period (beginning 3/27/2020) to issue guidance
* March . US Treasury issued the first set of guidance
e Substantial additional guidance is expected

4
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IES IN THE CARES ACT

ependent child
g jointly)

00) for each quarter

isaster Loans (EIDLs)
» $10 billion in direct disaster assistance: $10,000 advance grant on loans up to $2 million
. Window to Apply: Jan. 31, 2020 — Dec. 31, 2020
* Paycheck Protection Program (PPP) & Small Business Interruption Loans

» $349 billion for SBA 7(a) loans but new eligibility criteria, up to $10 million, & forgivable
. Window to Apply: April 3, 2020 or April 10 — Jun. 30, 2020
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GRAM LOANS

to qualifying small and medium

t ways:

oan if the borrower maintains its payroll

* Modifies provisions to incentivize banks to lend, and make the process faster and more
efficient
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LOANS?

ganizations with:

d by SBA, if higher

ractors, and other self-employed individuals

r accommodation and food service businesses so long as business
employs no more than 500 employees at any physical location

e Must meet the SBA’s definition of “business concern”
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nificant contribution to the U.S. economy
products, materials or labor

ational basis

* The business may be a sole proprietorship, partnership, corporation, or any other legal
form
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y through payment of taxes or use of

er measure) of an applicant, and all of its domestic and
usiness concern’s size.

A joint venture can have no more than 49% participation by foreign business entities in the joint venture.

Employees based outside of the US are excluded from “Payroll Costs”.
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all Business Investment Company (SBIC)

has the power to control the other, or a third party
'power to control both

* |t does not matter whether control is exercised, so long as the power to control exists
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* Newly Organized Business
* Totality of the Circumstances
* Franchise Agreements (waived for Paycheck Protection Loans)
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gible for SBA business loans, which

 Hobbies

e Applicant’s Character (including owners)
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RE

where” test normally

are not required to seek other
y or debt investments from owners
check Protection Loan

* VVery Important distinction with traditional SBA loans
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N TERMS

ms, and interest on a preexisting mortgage / other debt,

Guarantee: None

Maturity: 2 years
Deferment: Automatic deferment for at least six months

SBA Disaster Loans: Cannot have both (with some exceptions)
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dent contractors that is a wage, commission or net earnings
d that is in an amount not more than $100,000.

the compensation of any employee in excess of an annual salary of $100,000 annually [unclear if this applies to only
salary or all compensation);

employees whose principal place of residence is outside the United States;

FICA and income tax withholdings; and qualified paid sick and family leave under the Families First Coronavirus
Response Act for which tax credits are allowable.
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AN FORGIVENESS

t by the borrower during an 8-

0 Feb. 15, 2020

before Feb. 15, 2020
 Maximum forgiveness is principal amount of the loan

* Loan forgiveness will not be taxable income
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R FORGIVENESS

payments to such workers eligible for forgiveness

* Borrower certifications required regarding use of loan

* Many are looking for guidance and safe harbors here
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guaranty loan

ainder of 2020
ding banks

al guidance from Treasury / SBA on these aspects prior to

e Contains funding to make payments on existing SBA 7(a) or 504 loans (and such payments will not
be deemed to be deferral payments)
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tion-Program-Application-3-30-2020-v3.pdf

orships can apply for and receive loans to
s through existing SBA lenders.

rs and self-employed individuals can apply for and
yroll and other certain expenses through existing SBA

lenders.

* Other regulated lenders will be available to make these loans as soon as they are approved
and enrolled in the program.
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https://home.treasury.gov/system/files/136/Paycheck-Protection-Program-Application-3-30-2020-v3.pdf

ASTER LOANS

non-profit organizations

> paid because of COVID-19’s impact
equire collateral from owners

Guarantee: 20% or more owners are generally required to personally guaranty the loan

Maturity: maximum of 30 years

Deferment: Automatic deferment 12 months
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STER LOAN DETAILS

s for approval

ce of how loan proceeds are used for 3 years

to SBA for 1.5x of the total loan proceeds disbursed when

0 are generally required to personally guaranty the loan
* May be secured or unsecured — but most loans require collateral from owners
* May be limited

Changing ownership prior to submitting application to lower an individual’s ownership to avoid a personal
guaranty could jeopardize eligibility
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\LL BUSINESS™?

ic (using NAICS codes) sliding scale based on
or in some cases, the number of employees

e sliding scale to see if they could potentially qualify

* Annual receipts maximums vary widely by industry
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rts and bear the risk of loss

s of the applicant

* SBA maintains a centralized list of franchise agreements that are eligible for SBA financial assistance

* SBA may require additional documentation necessary to resolve issues in the franchise agreement
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le (rules are a bit different)

Its obligations as they mature
operating expenses

eir affiliates and 20% owners must have “used
all reasonably available funds” in the business and be “unable to
obtain credit elsewhere”
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est in both these programs, which will
banks and borrowers continue to work
idance.

are eligible for certain programs, which program
volved early. Incomplete or incorrect documents and

Please consult your local ALFA firm for assistance. We and many other ALFA firms are assisting
numerous small businesses and non-profits in this process.
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