
                   

 

CARES Act*  
 
What you need to know about the Coronavirus Aid, Relief, and Economic Security 
Act (CARES Act)* 
 

The CARES Act was enacted into law on March 27th, 2020 and provides financial relief 
to industries, small business, and individuals in response to the COVID-19 pandemic. 
 

How can the CARES Act help my business? 
The CARES Act expands the Small Business Act and allocates $349 billion to small 
businesses through various programs, including the new Paycheck Protection Program. 
 

What is the Paycheck Protection Program (PPP)? 
The PPP allows small businesses to access unsecured loans to cover expenses for 
payroll, insurance premiums, mortgage and rent, and utility costs related to retaining 
employees during the COVID-19 pandemic. 
 

Who is eligible for the PPP? 
Generally, those businesses that have 500 employees or less are eligible for the PPP, 
including sole proprietors, contractors, and certain self-employed persons. 
 

What are general terms and conditions of loans originated under the PPP? 
 Loans originated under the PPP do not have any collateral or personal guarantee 

requirements and do not have fees.  
 The loans are to be used by borrowers to cover expenses to retain employees, 

including payroll support, insurance premiums, mortgage and rent, and utility 
costs between 2/15/2020 – 6/30/2020.  

 Lenders are to defer payments for a certain period after disbursement of funds. 
 A portion of the loans originated under PPP may be forgiven (non-taxable) under 

certain circumstances. 
 

How is the PPP loan amount determined? 
Loans amounts are determined by a formula.  Generally, the amount authorized is 
derived by calculating 2.5x the average monthly payments for payroll costs from the 
prior year (with a maximum amount of $10 million). 
 

What portion of the PPP loan may be forgiven? 
Generally, loan forgiveness may be permitted for funds spent on payroll expenses, 
insurance premiums, mortgage and rent payments, and utility costs from 2/15/2020 – 
6/30/2020. 

 Certain costs are not eligible for forgiveness (e.g., payroll costs for compensation 
of individuals with salaries over $100,000). 
 



                   

 
 
 

 If your business makes any reduction in employment or reduces pay to 
employees over 25%, the eligible amount of loan forgiveness will be reduced. 

 Any employee reduction that is cancelled by the borrower and any wage or 
salary reduction that has been eliminated by the borrower before 6/30/2020 will 
not be taken into calculation in reducing the amount eligible for loan forgiveness. 

 The remaining balance of the loan is to have a maximum maturity of 10 years 
and a maximum interest rate of 4%. 

 

What information will I need to apply? 
 To determine the loan amount, information relating to payroll costs for the prior 

year will be needed. Payroll costs generally include salaries ($100,000 or less), 
wages, payments for various types of leave, insurance premium payments, 
retirement benefit payments, and payment of State and local taxes assessed on 
compensation. 

 To determine the amount eligible for loan forgiveness, the borrower must be able 
to provide documentation to confirm the number of fulltime employees and 
payroll costs (for the previous year and for the covered period).  The borrower 
must also provide, as applicable, documentation supporting IRS and state payroll 
tax filings, state income and unemployment insurance filings, mortgage or rent 
payments, utility payments, and other documentation to evidence that the use of 
the PPP funds align with permitted purposes. 

 
How can I apply for a PPP loan? 
Bank Leumi USA is working to ensure that it can facilitate the PPP loan process directly 
or through a third party.  While the CARES Act has been enacted into law, the details 
regarding the implementation of the PPP provisions have not yet been finalized.  Bank 
Leumi USA is monitoring the circumstances closely and will be in touch with additional 
developments.  
 

Full text of the CARES Act can be accessed here. 
 
 
 
 
 
 
 
 
 
 
*This communication is for informational purposes only and is not legal advice.  Please 
contact your legal counsel for information related to how the CARES Act impacts your 
business specifically. 
 


