
On Friday the Coronavirus Aid, Relief, and Economic Security (CARES) Act was signed into law. Our 

team reviewed the current stimulus plans that are part of the CARES Act and summarized the key 

points of interest below. 

  

The CARES Act provides businesses with fewer than 500 employees access to $350 billion in 

“Paycheck Protection Loans” administered by banks approved as Small Business Administration 

(SBA) to lend under the SBA 7(a) program. It’s important that you contact your commercial bank to 

find out if they are an approved SBA lender, and if not, find a bank that is an SBA lender as soon as 

possible. Most large (and many smaller) banks already participate in the SBA program and have 

specialized departments that handle these loans.  It’s important to understand these loans will be 

eligible for 100% forgiveness under certain provisions, so if you meet certain standards, you will not 

have to repay the principal on the loan.  

  

The size of the Paycheck Protection Loan will be determined by: 

·         “Payroll Costs” – Specifically defined as the average monthly payroll for the last twelve months 

of employees earning under $100k annually, multiplied by 2.5 

·         Mortgage Interest 

·         Rent 

·         Certain Utility Payments 

  

There are provisions that reduce the amount of the loan forgiven if: 

·         An employer reduces its workforce during the 8-week covered period when compared to other 

periods in 2019 or 2020 

·         An employer reduces the salary or wages of an employee earning less than $100,000 by more 

than 25% 

  

There are also very specific rules about what the loan can be used for (primarily payroll, rent, and 

utility costs). 

  

There was also an expansion of access to Economic Injury Disaster Loans under SBA Section 7(b)(2) 

– again you should contact your bank to discuss your eligibility. 

  

An employee retention tax credit was established for employers forced to suspend or close due to 

COVID-19, but that continues to pay employees during shutdown. These are dollar for dollar payroll 

tax credits for wages paid to certain employees impacted by the Coronavirus. In addition to this, the 

IRS is delaying the payment of payroll taxes to be paid in installments of which 50% would be due 

12/31/2021 and the other 50% would be due 12/31/2022. For self-employed individuals, there are 

similar extensions. You should speak to your accountant, or CPA, for more information on this. 

  

An important point is that 2019 income tax payments (personal and commercial) have been 

postponed to July 15 (from April 15).  This will help your cash flow temporarily if you had taxes due 

to pay on April 15. 

  



There is a multitude of other provisions, but perhaps one that could be important: Allowing 

distributions from retirement accounts before age 59 ½ related to Coronavirus without incurring a 

10% penalty. 

 
If you have any questions for us, let us know and we'll try to reply as soon as we can. 


