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Disclosure
The following information was created and presented
on April 2, 2020. The information is Warren Averett’s
interpretation at the time of the recording. Please note
that the guidance and interpretations are changing
daily, so we suggest contacting your advisors for the
most current information.
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Expanded SBA 7(a)
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What is the difference between an SBA 7(a)
Loan and an Economic Injury Disaster Loan
(EIDL)?
SBA 7(a)

EIDL

Loans made
through private
lenders

Loans applied
for directly with
SBA

Potential loan
forgiveness

No loan
forgiveness

No collateral,
personal
guarantee

Collateral,
personal
guarantee
(certain limits)

2-year term for
portion of loan
not forgiven

30-year term
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What is the difference between an SBA 7(a)
Loan and an Economic Injury Disaster Loan
(EIDL)?
SBA 7(a)

EIDL

.5% interest

3.75% interest
(2.75% nonprofit)

No advance

Advance of
10k

Loan limited to
payroll calc,
limit 10m

Loan limited to
2m

Payment due
after 6 months

Payment due
after 1 year
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Expanded 7(a) Loan
Program
Coronavirus
Aid, Relief
and
Economic
Security Act
(CARES
Act)

•

Paycheck Protection Program

•

Administered through SBA 7(a) Loan Program

•

$349 billion in federally-guaranteed loans

•

Loans will be forgiven if certain requirements are met

•

No collateral required

•

No personal guarantee required

•

"Credit elsewhere" is waived

6

6

3

4/2/2020

Who is eligible under the expanded 7(a)
Loan Program?
• Any business, nonprofit organization, self-employed individual,
sole proprietorship or independent contractor that has been
adversely impacted by COVID-19 will be eligible if that entity:
o

Does not employ more than 500 employees, including full-time and
part-time employees

o

Was in operation on February 15, 2020 and paid employees’ salaries
and payroll taxes or paid independent contractors reported on IRS
Form 1099.
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How does a company demonstrate that it has
“been adversely impacted by COVID-19” and
is an “impacted borrower”?
• Company must meet the "Borrower Requirements"
o

Make a good faith certification that the uncertainty of current
economic conditions makes the loan request necessary to support
ongoing operations

o

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

o

Certify no "duplication"; no double dipping by applying for multiple
loans for the same purpose
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How is the loan amount determined?
The loan amount is the lessor of:
• 2.5 times the company's average monthly
payroll costs incurred in the one-year
period before the loan is made (*most
Applicants will use the average monthly
payroll for 2019),
OR
• $10,000,000

9

9

How are payroll costs defined?
• Payroll costs include:
•

Salary, wage, commission or similar compensation

•

Independent contractors

•

Cash tips or equivalent

•

Vacation, parental, family, medical and sick leave

•

Allowance for dismissal or separation

•

Payment for group health benefits (including insurance premiums)

•

Payment for retirement benefits and state or local payroll taxes
•

Exclusions: Compensation of an employee in excess of $100,000, federal payroll
taxes and sick leave paid under the Families First Coronavirus Relief Act, and
compensation of an employee whose principal place of residence is located outside
of the United States are excluded from payroll costs.

10

10

5

4/2/2020

How does the loan forgiveness work?
For the eight-week period
(covered period)
beginning on the loan
origination date,
borrowers are eligible for
loan forgiveness if:

The loan proceeds are
spent on eligible
expenses, and

The borrower meets
certain requirements
related to the retention of
employees and
decreases in employee
pay rates
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What expenses are eligible for loan
forgiveness?

PAYROLL COSTS

UTILITIES

HEALTH
BENEFITS

RENT

INTEREST ON
DEBT
OBLIGATIONS
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How does the loan forgiveness work
(continued)?
• During the covered period, the amount that may be
forgiven will be proportionately reduced:
• Number of Staff: Your loan forgiveness will be reduced if you
decrease your full‐time employee headcount.
• Level of Payroll: Your loan forgiveness will also be reduced if you
decrease salaries and wages by more than 25% for any employee
that made less than $100,000 annualized in 2019.
• Re‐Hiring: You have until June 30, 2020 to restore your full‐time
employment and salary levels for any changes made between
February 15, 2020 and April 26, 2020
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How does the loan forgiveness work
(continued)?
• The loan forgiveness is not taxable income for federal
income tax purposes.
• Any portion of the loan not forgiven will have a term of
2 years, with an interest rate of .5%
• Loan payments will be deferred for 6 months.
• No prepayment penalties or fees.
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When can I apply?
o

Starting April 3, 2020, small businesses and sole
proprietorships can apply for and receive loans to
cover their payroll and other certain expenses
through existing SBA lenders.

o

Starting April 10, 2020, independent contractors
and self-employed individuals can apply for and
receive loans
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• Lenders are waiting on guidance from the SBA
• NAGGL has a call scheduled with lenders on Thursday
• Stay tuned for additional information
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• Lenders are waiting on guidance from the SBA
• NAGGL has a call scheduled with lenders on Thursday
• Stay tuned for additional information

*Questions 5-7 are to be completed, signed and dated by each applicant who is an Individual as well as each 20% or greater owner of an
Applicant Business.
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Economic Injury Disaster Loan
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PURPOSE FOR APPLYING
• The SBA offers low-interest loans to businesses directly affected
by nationally declared disasters.
• The stated interest rate is 3.75% for small business and 2.75% for non-profit
organizations

• The SBA’s Economic Injury Disaster Loan program allows eligible
entities to potentially qualify for loans of up to $2 million, including
an advance of up to $10,000.
• Working capital loan to ease the difficulties caused by COVID-19
• Funds are made available within three days of successful application
• Loan advance will not have to be repaid
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BASIC FILING REQUIREMENTS

• Completed SBA Loan Application (SBA Form 5 or 5C)
• Tax Information Authorization (IRS Form 4506T)
• Applicant
• Each principal owning 20% or more of the applicant business
• Each general partner or managing member

• Complete copies of the most recent Federal Income Tax Return
• Schedule of Liabilities (SBA Form 2202) listing all fixed liabilities
• Personal Financial Statements
• Applicant
• Each principal owning 20% or more in the applicant
• Each general partner or managing member
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APPLICATION PROCESS
• U.S. Small Business Administration Disaster Business Loan
Application.
• This form includes the basic information of the entity applying for the
loan as well as information regarding principle owners with ownership
interests of 20% or greater
• Must check what type of loan you are applying for.
• Economic Injury (EIDL) Loan

• U.S. Small Business Administration Economic Injury Disaster
Loan Supporting Information.
• Financial activity just prior to the COVID-19 outbreak

• Apply directly through: covid19relief.sba.gov
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Warren Averett Coronavirus
Resources Page

https://warrenaverett.com/coronavirus
LET’S THRIVE TOGETHER
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Questions?
D. MADDOX CASEY, CPA
Partner
2500 Acton Road | Birmingham, AL 35243
D 205.769.3392
Maddox.Casey@warrenaverett.com
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Thank You!
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