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What is the Paycheck Protection Program of the  
CARES Act?

• Congress provided up to $349 billion for the Small Business 
Administration (SBA) Paycheck Protection Program (“PPP”). The 
program is authorized to make loans, which are eligible to be forgiven, 
to small businesses to pay their employees during the COVID-19 crisis. 
The program provides loans to pay up to eight weeks of payroll costs 
(based on the last year’s payroll costs) plus an additional 25%, including 
benefits. Funds can also be used to pay interest on mortgages, rent, 
and utilities. The maximum loan is $10 million. All loan terms will be the 
same for everyone. 

• The loan amounts will be forgiven as long as: 

– The loan proceeds are used to cover payroll costs, and most mortgage 
interest, rent, and utility costs over the eight-week period after the 
loan is made; and 

– Employee and compensation levels are maintained. Reducing 
employee levels and payroll will reduce the amount of loan 
forgiveness. 

• Payroll costs are capped at $100,000 on an annualized basis for each 
employee. Due to likely high subscription, it is anticipated that not more 
than 25% of the forgiven amount may be for non-payroll costs. 

• No collateral or personal guarantees are required. Neither the 
government nor lenders will charge small businesses any fees.

• Forgiveness is based on the employer maintaining or quickly rehiring 
employees and maintaining salary levels. Forgiveness will be reduced if 
full-time headcount declines, or if salaries and wages decrease. 

• Any portion of a PPP loan that is not forgiven is carried forward as an 
ongoing loan at a fixed rate of 1% and loan payments are deferred until 
six months from the day the loan was disbursed. 

Is my business/firm eligible? Is my client’s small  
business eligible? 

• Small businesses with 500 or fewer employees—including nonprofits, 
veterans’ organizations, tribal concerns, self-employed individuals, sole 
proprietorships, and independent contractors—are eligible. 

• The CARES Act waived SBA “Affiliation” rules so that certain businesses 
affiliated with corporations with more than 500 employees are eligible 
in certain industries, including restaurant, lodging, and other franchise 
businesses. 

• The business applying for the PPP loan must have been in operation on 
February 15, 2020, and either had paid employees or paid independent 
contractors. There are similar general eligibility requirements for 
independent contractors and eligible sole proprietorships. 

• Businesses that have engaged in illegal activity; are household 
employers; have an owner of 20% or more who is incarcerate; on 
probation; on parole, presently subject to indictment; has been 
convicted of a felony in the last five years; have a currently delinquent 
federal direct or guaranteed loan; or a federal direct loan default in 
the past seven years are ineligible for PPP loans.

• The loan proceeds are intended to be used to primarily cover payroll 
costs. The U.S. Treasury estimates that, due to high demand for loans, 
only 25% of the loan can be used for non-payroll expenses, including 
most mortgage interest, rent, and utility costs.

• Firms with outside investors who own an equity interest should consult 
the Affiliation Rules to determine their eligibility for the program.

How do I apply? 

• Complete the Paycheck Protection Program Borrower Application 
Form.

• Starting April 3, 2020, small businesses and sole proprietorships 
can apply. Starting April 10, 2020, independent contractors and self-
employed individuals can apply. We encourage you to apply as quickly 
as you can because there is a funding cap, and it appears loans will be 
granted on a “first come, first served” basis.

• Small businesses can apply through any existing SBA 7(a) lender or 
through any federally insured depository institution, federally insured 
credit union, and Farm Credit System institution that is participating. 
Other regulated lenders will be available to make these loans once they 
are approved and enrolled in the program. You should consult with your 
local lender as to whether it is participating. All loans will have the same 
terms regardless of lender or borrower. 

• Most lenders appear to be prioritizing their existing customers 
during the application process.  We recommend that you begin by 
engaging with a lender that you have an existing personal or business 
relationship.

• Your lender may require the following documents to process your loan. 
Consult with your lender for their full document requirements:

– Annual IRS Form 944 or the last four IRS 941 

– 2019 Business Tax Return, or 2019 P&L and Balance Sheet (if 2019 
returns not filed) for sole props

• A list of participating lenders as well as additional information and full 
terms can be found at www.sba.gov. 

Coronavirus Aid, Relief, and Economic Security Act (CARES)
Information for small businesses that are considering applying for a loan through the 
Paycheck Protection Program (PPP)

https://home.treasury.gov/system/files/136/Affiliation%20rules%20overview%20%28for%20public%29.pdf
https://home.treasury.gov/system/files/136/Paycheck-Protection-Program-Application-3-30-2020-v3.pdf
https://home.treasury.gov/system/files/136/Paycheck-Protection-Program-Application-3-30-2020-v3.pdf
https://www.sba.gov/


What are my obligations if I am granted the loan? 

• Borrowers must certify that the funds will be used to retain workers, 
maintain payroll, or make mortgage, lease, and utility payments as 
specified under the PPP. 

• In order to be granted loan forgiveness, the borrower will be required 
to provide documentation of payroll and business costs to its lender. 
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Please reach out to your Fidelity representative with any questions.

Additional information: 
(click links below to visit each website)

• Paycheck Protection Program Borrower Application Form

• U.S. Small Business Administration: PPP Details

• U.S. Small Business Administration: Find an eligible lender

• Frequently Asked Questions

https://home.treasury.gov/system/files/136/Paycheck-Protection-Program-Application-3-30-2020-v3.pdf
https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-program-ppp
https://www.sba.gov/paycheckprotection/find
https://home.treasury.gov/system/files/136/Paycheck-Protection-Program-Frequenty-Asked-Questions.pdf

