
 
Once a loan is approved, the applicant (now known as the borrower) will sign loan closing 
documents.  One of those documents is called the Loan Authorization and Agreement.  The following 
is how it will read for loans over $25,000.  For loans $25,000 and under, the highlighted area is not 
included. 
 
 

  
 
  
All disaster loans over $25,000 require collateral.  In order for SBA to take collateral, a Uniform 
Commercial Code lien must be filed.  SBA will deduct a $100 this filing fee from the loan amount for 
this purpose. This is done for borrower’s convenience and allows us to disburse the funds faster. 
  
The short answer for your clients is: The Economic Injury Disaster Loans-for COVID-19, may be used 
to pay fixed debts, payroll, accounts payable and other bills that can’t be paid because of the 
disaster’s impact.  The funds to be used for the ordinary and necessary expenses of the business.  It 
is not to replace lost profit or sales.  The funds cannot be used for refinancing long term debt, 
expansion of facilities, or relocation.  
  
This is the entire list from our S.O.P. 
E. Ineligible Uses of Loan Proceeds: EIDL proceeds may not be used for: 

1. Payment of any dividends or bonuses; 
2. Disbursements to owners, partners, officers, directors, or stockholders, except when directly related to 
performance of services for the benefit of the applicant; 
3. Repayment of stockholder/principal loans, except when the funds were injected on an interim basis as a result 
of the disaster and non-repayment would cause undue hardship to the stockholder/principal; 
4. Expansion of facilities or acquisition of fixed assets; 
5. Repair or replacement of physical damages; 
6. Refinancing long term debt; 
7. Paying down (including regular installment payments) or paying off loans provided, or owned by another 
Federal agency (including SBA) or a Small Business Investment Company licensed under the Small Business 
Investment Act. Federal Deposit Insurance Corporation (FDIC) is not considered a Federal agency for this 
purpose; 
8. Payment of any part of a direct Federal debt, (including SBA loans) except IRS obligations. 

a. If a direct Federal debt is delinquent, your recommendation must be based on independent 
documentation from the appropriate Federal agency explaining how the delinquency will be cured. 
b. If a direct Federal debt is delinquent because of the disaster, we should make arrangements with that 
Federal creditor to have payments deferred or a similar action taken to bring the delinquency current prior 
to approval of an EIDL. If the Federal creditor cannot or will not cooperate, the likely result will be a 
decline of the EIDL request. However, if the applicant has other resources or recoveries, we should 
generally allow (and perhaps require) those resources to be applied first to ineligible needs, such as the 
payment of direct Federal debt. 
c. When processing during the injury period, it is generally appropriate for you to negotiate with Federal 
creditors to defer payments (or take similar action) until the end of the injury period. You must document 
why this was or was not imposed. 

9. Pay any penalty resulting from noncompliance with a law, regulation or order of a Federal, state, regional, or 
local agency. 
10. Contractor malfeasance; and 
11. Relocation. 
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