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as a result of the CARES Act
New SBA Program

The Coronavirus Aid, Relief and Economic Security Act (the 
“CARES Act”) was signed into law on Friday, March 27th. 
The act includes a provision for SBA loans to businesses 
meeting certain qualifications with loan forgiveness and 
payment deferral relief options. 

Of the $2 trillion stimulus package, approximately 
$350 billion is allocated to expanding SBA offerings. 
A preliminary review of the CARES Act shows the 
introduction of a new SBA loan program, called the 
Paycheck Protection Program. This is an economic relief 
program to provide access to capital for businesses 
negatively impacted by the COVID-19 pandemic. These 

loans will be originated through SBA 7(a) lenders, including 
Commerce Bank. However, before 7(a) lenders can make 
loans under the program, the SBA must interpret the 
program and issue rule and program updates.

We understand that many customers are under significant 
stress at this time. Although final details of the Paycheck 
Protection Program have not yet been released by the 
SBA, Commerce Bank is working to get information out as 
soon as possible to help customers prepare application 
materials. We have team members working around the 
clock to help as many customers access this program  
as possible.
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Paycheck Protection Program

For the period from February 15, 2020 to June 30, 2020 the SBA may provide 100% federally backed loans up to a
maximum amount to eligible businesses to help pay operational costs. Subject to certain conditions, loan amounts
are forgivable.

Eligibility

• Any business concern, non-profit organization, veterans’ organization or Tribal business  
meeting the below eligibility requirements

• Business must have 500 or less employees to participate (includes full-time, part-time 
and those employed on other basis); or 

• Must meet the employee size standard established by the SBA for the industry in which 
the entity operates if larger.

• Special affiliation waivers for businesses in the hospitality and dining industries, 
franchisees holding a franchise listed on the SBA’s registry of approved franchise 
agreements, or any business that receives assistance from a company licensed under a 
specific portion of the Small Business Investment Act

Requirements to 
obtain a loan

• The loan is needed to continue operations during the COVID-19 emergency;
• Funds will be used to retain workers and maintain payroll or make mortgage, lease, and 

utility payments;
• The applicant does not have any other application pending under this program for the 

same purpose; and
• From February 15, 2020 through December 31, 2020, the applicant has not received 

duplicative amounts for the same purposes though another loan under Section 7(a).
• A lender must consider whether the borrower was operating on February 15, 2020 and 

had employees or independent contractors for whom the borrower paid
• Please refer to the ‘Preliminary Requirements Checklist’ for documentation you can begin 

collecting in anticipation of additional SBA guidance
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Eligible uses of Loan 
Proceeds, in addition 
to uses already 
allowed under the 
SBA’s Business Loan 
Program 

• Payroll costs (certain exclusions apply)
• Costs of continued group health care benefits during periods of paid sick, medical, or 

family leave
• Salaries, commissions or similar compensations
• Payments of interest on mortgage obligations
• Rent/lease agreement payments
• Utilities
• Interest on any other debt obligations incurred before the covered period

Key Features

• SBA guarantee and ongoing servicing fees are waived 
• 100% loan guaranty
• Maximum loan amount of $10MM
• Loan amount determined by borrower’s total average monthly payroll costs for the 

most recent 12 months (excluding compensation above $100,000/year employees), 
times 2.50, plus the outstanding amount of any SBA Economic Injury Disaster Loan (EIDL) 
between January 31, 2020 and the date that Payment Protection Program loans are 
available to refinance the EIDL loans (alternative loan amount calculations available for 
seasonal employer or entities that were not in operation between February 15, 2019 and 
June 30, 2019).

• No collateral or personal guarantees are permitted to be required
• No credit elsewhere test

Debt Forgiveness

The Program provides for possible debt forgiveness of eligible expenses of small businesses.
The below information is a summary of description of important aspects of the debt 
forgiveness process, but is not an exhaustive list of all requirements or details of the process. 
Further information regarding the debt forgiveness process will be coming soon. 

This process provides the opportunity for indebtedness to be forgiven, and not taxed in an 
amount (not to exceed the principal amount of the loan) equal to the following costs incurred 
and payments made during the covered period (the 8-week period beginning on the date 
the covered loan is funded):
• Payroll costs
• Interest payments on mortgages
• Rent
• Utility payments

Forgiveness amounts will be reduced for any employee cuts or reductions in wages. To 
substantiate their fixed expenses, borrowers will have to provide source documentation 
for payroll expenses, rent and mortgage payments, and utility expenses as well as proof 
of payment for those expenses to the lender that is servicing the loan. If the expenses are 
approved, the SBA will purchase that portion of the debt from the bank and reduce the 
borrower’s loan principal. Forgiveness may not be provided for expenses that do not qualify 
under one of the above listed expense categories.

Terms
• Fixed interest rate of 4%
• All loan payments deferred for a minimum of 6 months, up to a maximum of 12 months. 
• Maximum loan term of 10 years

Please contact your Commerce Bank representative for more information.
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PRELIMINARY REQUIREMENTS 
CHECKLIST FOR THE SBA 
PAYCHECK PROTECTION PROGRAM

The term “covered loan” means a loan made under the SBA 
Paycheck Protection Program during the period beginning on 
February 15, 2020 and ending on June 30, 2020.

For a “covered loan” the Applicant (proposed Borrower) must 
provide the following materials subject to any additional 
requirements imposed in forthcoming guidance from the SBA 
with such material in such form and content as is satisfactory 
to Commerce and the SBA in their sole discretion:

1. Evidence the Applicant (proposed Borrower) was 
in operation on February 15, 2020 (such as articles 
of incorporation or organization, certificate of good 
standing, partnership agreements, tax filings for sole 
proprietorships, etc.)

2. Evidence the Applicant (proposed Borrower) had 
employees for who the APPLICANT (proposed Borrower) 
paid salaries (such as copies of IRS W-2 forms issued to 
employees, IRS or state tax filings, etc.)

3. For independent contractors, payments reported on  
Form 1099-B

4. The number of full-time equivalent employees as of 
February 15, 2020.

5. Evidence of Payroll Costs (defined below) incurred during 
the 1-year period before the date on which the loan is 
made except that:

(a) For seasonal employers, the average total monthly 
payments for payroll shall be for the 12-week period 
beginning February 15, 2019, or at the election of the 
eligible recipient, March 1, 2019, and ending June 30, 
2019; or

(b) For an otherwise eligible Borrower that was not in 
business during the period beginning on February 
15, 2019 and ending on June 30, 2019, the sum of the 
average total monthly payments by the applicant for 
Payroll Costs incurred during the period beginning on 
January 1, 2020 and ending on February 29, 2020

6. If the Applicant (proposed Borrower) has an outstanding 
amount of a SBA Disaster Relief loan that was made during 
the period beginning on January 31, 2020 and ending on 
the date on which covered loans are made and which 
Applicant desires the loan to be refinanced under the 
covered loan, the date and amount of such loan.

Evidence of the computation of “Payroll Costs” which is 
defined as:

(a) the sum of payments of any compensation with respect 
to employees that is a—

(AA) salary, wage, commission, or similar compensation;

(BB) payment of cash tip or equivalent;

(CC) payment for vacation, parental, family, medical, or 
sick leave;

(DD) allowance for dismissal or separation;

(EE) payment required for the provisions of group health 
care benefits, including insurance premiums;

(FF) payment of any retirement benefit; or

(GG) payment of State or local tax assessed on the 
compensation of employees; and

(b) the sum of payments of any compensation to or income 
of a sole proprietor or independent contractor that is 
a wage, commission, income, net earnings from self-
employment, or similar compensation and that is in an 
amount that is not more than $100,000 in 1 year, as 
prorated for the covered period; and

Payroll Costs shall not include:

(aa) the compensation of an individual employee in excess 
of an annual salary of $100,000, as prorated for the 
covered period; 

(bb) taxes imposed or withheld under chapters 21, 22, or 24 
of the Internal Revenue Code of 1986 during the covered 
period;

(cc) any compensation of an employee whose principal place 
of residence is outside of the United States;

(dd) qualified sick leave wages for which a credit is allowed 
under section 7001 of the Families First Coronavirus 
Response Act (Public Law 116–127);

(ee) qualified family leave wages for which a credit is allowed 
under section 7003 of the Families First Coronavirus 
Response Act (Public Law 116–127).

NOTICE: The documentation/materials required of an 
Applicant (proposed Borrower) for a loan to be made under 
the SBA PAYCHECK PROTECTION PROGRAM as stated in this 
document is PRELIMINARY. Changes may be made in the 
documentation/material required. In addition, Applicants 
will be required to submit additional documentation/
material as required by the SBA.
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