FINANCIAL PRINCIPLES

THE CARES ACT- THE PAYROLL PROTECTION PROGRAM
The CARES Act, an emergency bill that Congress passed in response to the Coronavirus pandemic, was signed into
law on March 27, 2020. The law, among other things, created the Payroll Protection Program which makes
approximately $349 billion available to provide 8-weeks of cash flow assistance to small businesses through 100%
federally guaranteed loans to employers who maintain their payrolls through this national emergency.
Key Provisions:
Eligible Recipients
Small businesses, non-profits, Tribal business concerns, and veteran’s organizations that:
• have less than 500 employees (or the applicable size standard for the industry under the SBA),
• are sole proprietors, self-employed persons, or independent contractors
• were in business on February 15, 2020
Applicants need self-certify that they require a loan to continue operations due to the uncertainty around the
Coronavirus crisis, and there are no:
• personal guarantees
• personal resource tests
• collateral requirements
• credit elsewhere tests
If a business has already laid off more than 25% of their employees, it may need to hire some, or all, of their staff
back to be eligible for loan forgiveness.
Maximum Loan Amounts and Terms
Loans of up to $10,000,000 will be given in an amount of 2.5 times a businesses’ average monthly payroll, rent,
interest expense, and utility payments based on a trailing twelve-month average. Payroll includes all benefits and
includes 1099 employees. If you are a new business (less than one year in business), the trailing twelve-month
measuring period would be shortened to January 1, 2020 to February 29, 2020. It is important to note that when
calculating payroll costs, each employee is capped at $100,000 in total compensation.
Loans can be used to fund:
•
•

Payroll costs
Health care benefits

• Mortgage interest
• Rent payments
• Utility costs
• Interest obligations incurred prior to February 15, 2020
Loans will be issued under the following terms:
• A maximum 10-year maturity
• Interest to not exceed 4%
• Payment deferral for at least 6 months, and not more than 1 year
• No prepayment fees or borrower/lender fees
Loan Deferral and Forgiveness
Covered SBA loans made before June 30, 2020 are eligible for repayment deferral for six months to one year, and
forgiveness for an 8-week period after original in the amount equal to the cost of:
• Payroll costs (prorated up to $100,000 per individual)
• Payment of interest on mortgage obligation
• Rent obligations
• Utility payments
It is important to note that the amount of the loan forgiven will be proportionately reduced if your average
number of employees is reduced. The total amount of the loan forgiven will be reduced by the total amount that
payrolls should fall in excess of 35%. Also, if the borrowed funds are used for anything other than payroll costs,
mortgage interest, rent, and utilities payments over the 8 weeks after getting the loan, those funds will not be
forgiven.
For any amount that is forgiven, it will not count towards gross income for tax purposes.
Where and how to apply
All approved SBA lenders can approve a Paycheck Protection Loan. While the SBA guarantees these loans, an SBA
lender will underwrite and originate the loan. You should start with your current lender or banking relationship
as it is anticipated that lenders will have many requests and work with their existing relationships first.
For additional benefits of the CARES Act for individuals, please see the chart on the next page.
We hope you found this valuable and helpful. Our advisors are ready and available to assist with any questions
you may have, so please feel free to contact us.

FOCUSED ON YOUR FINANCIAL INDEPENDENCE
Securities offered through HighTower Securities, LLC, Member FINRA/SIPC. Investment advice offered through HighTower Advisors, LLC, an SEC Registered Investment
Advisor. Financial Principles, LLC, is under separate ownership than any other named entity. © 2020 Financial Principles, LLC. Reproduction of this material is prohibited
without consent of Financial Principles, LLC.

FINANCIAL PRINCIPLES, LLC
A HIGHTOWER WEALTH MANAGEMENT PRACTICE
310 PASSAIC AVENUE, SUITE 203, FAIRFIELD, NJ 07004
505 FIFTH AVENUE, 4TH FLOOR, NEW YORK, NY 10017
973-582-1000
WWW.FINANCIALPRINCIPLES.COM

FOCUSED ON YOUR FINANCIAL INDEPENDENCE

Bradley H. Bofford, CLU®, ChFC®,
CFP®
Managing Director, Partner
973-582-1002
bbofford@hightoweradvisors.com

Michael Flower, CFP®
Managing Director, Partner
973-582-1004
mflower@hightoweradvisors.com

Daniel Trout
Partner
973-582-1006
dtrout@hightoweradvisors.com

Steven Gelber, AIF®
Associate Wealth Advisor
973-582-1015
sgelber@hightoweradvisors.com

Andrew Olivier, CFP®
Associate Wealth Advisor
973-582-1005
aolivier@hightoweradvisors.com

Securities and investment advice offered through HighTower
Securities, LLC, Member FINRA/SIPC. HighTower Advisors, LLC, is
an SEC Registered Investment Advisor. Financial Principles, LLC, is
under separate ownership from any other named entity.
The opinions voiced in this material are for general information only
and are not intended to provide specific advice or recommendations
for any individual.
The information contained herein has been obtained from sources
considered to be reliable, but accuracy or completeness of any
statement is not guaranteed.
No information contained herein is meant as tax or legal advice.
Please consult the appropriate professionals to see how the laws
apply to your situation.
©Financial Principles, LLC, 2020. Reproduction of this material is
prohibited without consent of Financial Principles, LLC.

HighTower Advisors do not provide tax or legal advice. This
material was not intended or written to be used or presented to
any entity as tax advice or tax information. Tax laws vary based
on the client's individual circumstances and can change at any
time without notice. Clients are urged to consult their tax or legal
advisor before establishing a retirement plan.

