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Following the President’s signing of the Coronavirus Aid, Relief, and Economic Security (“CARES”) Act of 2020
into law, we wanted to provide a brief overview of the two primary financing options for businesses that
have been negatively impacted by the COVID-19 pandemic: (1) U.S. Small Business Administration (“SBA”)
Economic Injury Disaster Loans (“EIDLs”) and (2) SBA 7(a) loans under the CARES Act.

Economic Injury Disaster Loans
The SBA offers low-interest EIDLs to small businesses up to $2,000,000. The actual amount awarded is based
on the business’s economic injury and financial needs. EIDL funds may be used to pay fixed debts, payroll,
accounts payable, and other bills a business cannot pay because of the COVID-19 impact. This includes, for
example, vehicle purchases and refinances, equipment purchases, inventory, and other general business
needs. EIDL funds may not be used to refinance long-term debts, provide working capital the business
needed before the pandemic, or replace sales or lost profits. EIDLs are not forgivable and must be repaid.
Small businesses are eligible for EIDLs if they have suffered substantial economic injury as a result of the
COVID-19 pandemic and are located in a declared disaster area. A business has suffered a “substantial
economic injury” if the business cannot meet its obligations and pay its ordinary, necessary operating
expenses due to the impact of COVID-19. All 50 states are now declared disaster areas. Businesses with
credit available elsewhere are generally not eligible for EIDLs.
CARES changes the EIDL program, to the benefit of small business owners, in several ways. During the CARES
“Covered Period” (January 31, 2020 to December 31, 2020), certain requirements will be waived or reduced,
to include the following: (i) a business will not be required to demonstrate it is unable to obtain credit
elsewhere; (ii) entities will not be required to exist for at least one (1) year prior to the date of the disaster
event; (iii) EIDLs less than $200,000 will not require personal guarantees; and (iv) the SBA may approve loans
based solely on an applicant’s credit score, without requiring a tax return. CARES also allows applicants to
request an EIDL advance up to $10,000 within three days of application submittal to maintain payroll, provide
sick leave, and satisfy other business costs. The advance does not have to be repaid even if the loan
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Coronavirus Aid, Relief, and Economic Security Act
CARES adds a new Business Loan Program to the SBA which will allow loans to eligible businesses to cover
payroll, benefits, mortgage and rent payments, and other operating expenses. CARES allocates $349 billion
in guaranteed lending, which will be available to eligible businesses during the covered period (beginning
on February 15, 2020 and ending on June 30, 2020).
Eligible businesses are employers that employ less than the greater of (i) 500 employees or (ii) the
applicable standard size for employees in the industry in which the business operates. It is our current
expectation that businesses that have not historically been able to access SBA programs will be included as
eligible businesses.
The maximum loan amount is equal to the lesser of (i) the average monthly payroll costs incurred in the
one year period prior to obtaining the loan multiplied by 2.5, plus the outstanding amount of any existing
Emergency Injury Disaster Loan received after January 31, 2020; or (ii) $10,000,000. Interest rates may not
exceed 4%. Lenders must defer the initial loan payments for a period of at least six months and up to one
year. The SBA must provide lenders with deferment guidance within 30 days of enactment.
Funds may be used to cover payroll expenses, health care benefits, mortgage and rent payments, utilities,
and interest (but not principal) on any other debt incurred before the covered period. Indebtedness is
forgiven to the extent the loan is used for allowable uses. However, to discourage lay-offs and pay cuts, the
amount forgiven is reduced to the extent an eligible business terminates its employees or reduces
employee salaries. Any loan forgiveness is excepted from cancellation of indebtedness income.
The summary table that appears on the following pages provides additional insight on each of the SBA
programs.
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The content provided
in this update is for information
purposes only
and should
construed as legal advice. Maniaci Insurance Services does not make any representation or warranty as to
its accuracy.
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