March 23, 2020

300 Billion SBA Loan Program Expansion Considered by
Congress
By Mark Sarlson
A second SBA loan relief program is currently being considered by Congress. The United States
Senate is attempting to finalize the Keeping Workers Paid and Employed Act (“KWPEA”) which is
Division A of the Coronavirus Aid, Relief, and Economic Security Act (“CARES”) to aid small
businesses through an expansion of SBA 7(a) loans. The program is intended to incentivize small
businesses to retain employees by making a portion of the loans forgivable. This proposal would be
retroactive to March 1, 2020, to help bring workers who may have already been laid off back onto
payrolls.
The proposal allocates $300 billion to fund these SBA 7(a) loans. Eligible businesses will be those
businesses with 500 employees or fewer, unless the covered industry’s SBA size standard allows over
500 employees. View size standards here. Not for-profit entities will also be eligible. Under the
proposal, if the small business retains its employees and payroll levels during the covered period
(March 1, 2020, through June 30, 2020), the portion of the loan used to cover payroll and payments on
pre-existing debt would be forgiven. Further, employers with tipped employees would receive
forgiveness for additional wages paid to such employees during the covered time. The amount of the
loan will be tied to a monthly payroll; mortgage, rent, and utility payments; and other debt obligations
over the previous year. The maximum loan amount would be $10 million. The allowable uses of 7(a)
loans will be expanded to include payroll support, such as paid sick or medical leave, employee
salaries, mortgage payments, and any other debt obligations. The proposal also waives borrower and
lender guarantee fees. It is also contemplated that that the SBA Express working capital loans will be
increased from $350,000 to $1 million through December 31, 2020, after which point the Express loan
will be in the maximum amount of $500,000.
This proposed program does not allow a borrower who receives this loan for employee salaries, payroll
support, mortgage payments, and other debt obligations to receive an SBA Economic Injury Disaster
Loan (“EID Loan”), for the same purpose, or commingle funds from another loan for the same purpose.
SBA 7(a) loans are currently made by approximately 1,800 banks, credit unions and other lending
institutions nationally. This large network should expedite the processing of these 7(a) relief loans. To
encourage lending institutions to make these loans, the government guarantee of 7(a) loans will be
increased to 100% through December 31, 2020, at which point guarantee percentages will return to
75% for loans exceeding $150,000 and 85% for loans equal to or less than $150,000.
It is likely that what is being proposed will be modified prior to approval. As more information becomes
available, this alert will be updated. If you have any questions, please contact attorney Mark Sarlson by
phone at 216.615.4855 or by email at msarlson@ralaw.com.
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