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Small Business Owners: CARES Act FAQ – as of 4.2.2020
On Friday, March 27, the Coronavirus Aid, Relief, and Economic Security Act (CARES Act) was signed into law. The $2.2 trillion stimulus
package aims to provide comprehensive relief to individuals and businesses following the unprecedented impact of COVID-19 on our economy
and our communities. Below are our answers to many questions related to the Paycheck Protection Program (PPP) under the Act.
Once further details are released, we will be providing the information you need to help you navigate your eligibility and options.
Who is this for?
The Paycheck Protection Program of the CARES Act provides relief primarily to small and nonprofits with up to 500 employees.
To be eligible, institutions must have been impacted by COVID-19 and in business as of February 15, 2020.
Borrowers must certify that the funds will be used for approved purposes and that they are not receiving assistance for these items from
another source.
What is the Paycheck Protection Program (PPP)?
The $349 billion Paycheck Protection Program expands loan eligibility under the Small Business Administration’s (SBA) 7(a) program with the
intention of assisting businesses with covering costs related to payroll (including healthcare and certain related expenses), mortgage interest,
rent, leases, utilities and interest on existing debt.
The PPP is part of an approximately $2.2 trillion economic stimulus package known as the CARES Act.
Eligibility to Participate in the Paycheck Protection Program
What size business can qualify for a PPP loan?
To qualify, the business must have no more than 500 employees (or, if applicable, meets the SBA’s employee size standard for that industry)1
The SBA typically counts anyone on the payroll as one employee, regardless of hours worked or temporary status.
The SBA typically considers the employees of affiliated businesses in the total calculation, so if the business and its affiliates in aggregate
employ more than 500 people, the business typically won’t qualify. The CARES Act creates exceptions for businesses with a NAICS code
beginning with 72 (accommodation and food services) and no more than 500 employees, franchisees assigned a franchise identifier code
by the SBA, and businesses backed by a small business investment company (SBIC).
What is a NAICS code? Where do I find the NAICS code for my business?
The federal government uses the North American Industry Classification System (NAICS) to classify businesses by the type of economic activity
in which they engage.
NAICS codes are a series of six-digit numbers used to identify the industry in which a business operates.
All businesses are required to include a NAICS code on their federal income tax returns.2
Clients should consult their accountants and tax advisors as to which NAICS code they fall under.
Who is ineligible?
Applicants who cannot fulfill the requirements on the loan application form (Paycheck Protection Program Application Form).
Household employers (individuals who employ household employees such as nannies or housekeepers).
Businesses identified in 13 CFR 120.110 (except for nonprofit organizations authorized under the ACT) including, but not limited to:
Financial businesses primarily engaged in lending
Passive businesses owned by developers and landlords that do not actively use or occupy the assets acquired or improved with loan
proceeds
Businesses engaged in speculative activities
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Life insurance companies
I am a franchisee, can I still qualify?
Yes. An eligible business operating as a franchise can apply for a PPP loan. Affiliation rules are also waived for franchises assigned a franchise
identifier code by the SBA can qualify for the PPP.
If my company has funding from a private equity (PE) firm or other financial sponsor, can I still participate?
PE portfolio companies typically have difficulty getting 7(a) loans because the SBA’s affiliation rules may require the total number of
employees across all of the sponsor’s portfolio companies to be 500 or fewer.
Clients with questions about the affiliation rules should also check with their accountants or attorneys.
How does the SBA determine whether two businesses or nonprofits are “affiliates?”
The SBA considered two businesses to be affiliates if one controls or has the power to control the other, or if a third party or parties controls
or has the power to control both.
It does not matter whether control is exercised, so long as the power to control exists.
Principles of affiliation are outlined in 13 CFR § 121.301(f), which we recommend all clients review carefully with their legal counsel.
What factors does the SBA consider when determining if two businesses or nonprofits are “affiliates”?

The SBA has highlighted the following factors:
Affiliation arises when one person or entity controls more than 50% of a business’s voting equity.
The SBA may treat options, convertible securities, and agreements to merge as if they have been exercised, when determining if control
exists.
Affiliation arises when the officers, managing members, or partners of one business also control the management of another business.
Affiliation arises when there is an identity of economic interest between close relatives (e.g., two spouses).
Do the affiliation rules apply to all businesses?
No, the CARES Act waives the affiliation rules for:
Businesses with no more than 500 employees and assigned a NAICS code beginning with 72.
Franchises assigned a franchise identifier code by the SBA.
Businesses that receive financial support from an SBIC .
Additionally, the SBA has published guidance that the relationship of a faith-based organization to another organization is not considered an
affiliation if the relationship is based on a religious teaching or belief or otherwise constitutes a part of the exercise of religion.
Loan applicants must make a reasonable, good faith determination that they qualify for this exemption.
If I already laid off workers, am I still eligible to apply for a PPP loan?
Yes, but as a reminder, the forgivable portion is dependent on how many full-time equivalent (FTE) employees you have during the “covered
period” (i.e. the first 8 weeks of the loan) compared to the base period (February 15, 2019–June 30, 2019; non-seasonal employers may elect
to use January 1, 2020–February 29, 2020 instead).
Are these loans also available for nonprofits?
Yes. As long as they meet all of the SBA’s criteria.

Operations of the Paycheck Protection Program
What can the loan be used for?
Loans are to be used for payroll costs (excluding amounts above a prorated annual salary of $100,000 for employees who make more than
that amount), mortgage/debt interest, rent and utilities and refinancing an EIDL made between January 31, 2020 and April 3, 2020.3
What is the maximum size of the loan?
The maximum loan amount is the lesser of 2.5 times the business’s average monthly payroll costs and $10 million.
For non-seasonal employers, average monthly payroll is the average total monthly payments for payroll during 2019 (per the application).
For seasonal employers, average monthly payroll is the average total monthly payments for payroll for the period from February 15, 2019–
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For seasonal employers, average monthly payroll is the average total monthly payments for payroll for the period from February 15, 2019–
June 30, 2019 (or March 1, 2019–June 30, 2019, at the election of the borrower).
For businesses that were not in operation during February 15, 2019–June 30, 2019, average monthly payroll is the average total monthly
payments for payroll for the period from January 1, 2020–February 29, 2020.
How are payroll costs calculated?
The CARES Act defines payroll costs as:
The compensation of an employee (whose principal residence is in the United States), including:
- Salary, wage, commission or other compensation (not to exceed $100,000 per year, as prorated for the covered period.
- Cash tip or equivalent
- Payment for vacation, parental, family, medical or sick leave (unless the employer receives a credit under the Families First Act)
- Allowance for dismissal or separation
- Group healthcare benefits, including insurance premiums
- Retirement benefits
- State/local payroll taxes (not federal payroll taxes including items like Social Security and Medicare)
For an independent contractor or sole proprietor: wage, commissions, income, or net earnings from self-employment or similar compensation
(not to exceed $100,000 per year, as prorated for the covered period).
Clients should work with their accountants to calculate their payroll costs.
Is there a limit on the amount of compensation I can include in my payroll costs?
Yes. When calculating average payroll costs, an employer may not consider any amounts paid as compensation to an employee in excess of
$100,000 per year, as prorated for the covered period, or any compensation of an employee whose principal place of residence is outside of
the United States.
Is there a loan forgiveness provision under the PPP?
Yes. There is the potential for the loan principal (and interest accrued thereon) to be forgiven up to the amount spent on payroll costs,
mortgage interest, rent and/or utilities during the eight weeks after the issuance of the loan.
Mortgages, leases and service contracts must have originated prior to February 15, 2020, for payments to be eligible.
No more than 25% of the forgivable amount may be used for non-payroll expenses.
The amount of the loan forgiveness will be reduced if there is a reduction in the number of employees or wages in excess of 25% of total
wages during the period.
What will be the interest rate of the loan?
The rate on all PPP loans is 1.0% per year.
What will be the term of the loan?
The maturity for all PPP loans is two years.
You will not have to make any payments for six months following the date of disbursement of the loan.
May I repay the loan in less than two years?
Yes, there is no prepayment penalty.
What fees are associated with the loan?
The SBA waives all SBA guaranty fees, including upfront and annual servicing fees.
Lenders may not collect fees from the applicant but will receive a processing fee from the SBA of between 1%–5% of the loan amount,
depending on its size.
If an agent assists the borrower, the lender will compensate the agent out of the fee it receives from the SBA, at a rate of 0.25%–1% of the
loan amount, depending on its size.

Accessing the Paycheck Protection Program
How do I gain access to the PPP?
Clients should work with their existing SBA lenders.
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If the client’s bank was not previously an existing SBA lender, they should still confirm with the lender to see if they will be participating in the
PPP as the Department of Treasury also authorized most federally insured depository instructions, federally insured credit unions, and Farm
Credit System institutions to extend loans under the PPP.
What do I need to apply for a PPP loan?
Clients should expect that many businesses will be applying for these loans and the application site may be overloaded.
Applicants must submit SBA Form 2483 (Paycheck Protection Program Application Form). Note: While the SBA guidance directs applicants to
use this form, it is not clear how lenders will be accepting this form.
Applicants will also be required to submit payroll documentation along with their application, such as payroll processor records, payroll tax
filings, Form 1099-MISC, or income and expenses from a sole proprietorship.
For borrowers that do not have any such documentation, the borrower must provide other supporting documentation, such as bank
records, sufficient to demonstrate the qualifying payroll amount.
The Department of the Treasury has released an information sheet for interested borrowers. We encourage all clients to work closely with
their accountants and other advisors to prepare their applications and supporting documentation.
What will I be required to certify?
On the application, an authorized representative of the applicant will be required to certify a number of things in good faith (please see
the application for a full list) but a few to note:
The borrower was in operation on February 15, 2020 and had employees for whom it paid salaries and payroll taxes or paid independent
contractors, as reported on a Form 1099-MISC.
Current economic uncertainty makes the loan necessary to support the borrower’s ongoing operations.
The funds will be used to retain workers and maintain payroll or to make mortgage, lease, and utility payments; applicant may be held
legally liable for knowingly using funds for unauthorized purposes.
From the period beginning on February 15, 2020 and ending on December 31, 2020, the applicant has not and will not receive another
loan under this program.
What is the deadline to apply?
The CARES Act creates a deadline of June 30, 2020 to apply for PPP loans.
Notwithstanding the June 30 deadline, the total amount of PPP loans the Act authorizes for the entire country is $349 billion, and funds will be
loaned on a first-come, first-served basis.

Other considerations
Can I have both a PPP loan as well as an Economic Injury Disaster Loan from the SBA?
A business may borrow an additional amount (but not in excess of $10 million total) to refinance an Economic Injury Disaster Loan (EIDL) it
received from the SBA between January 31, 2020–April 3, 2020. A business may not receive a PPP loan and an EIDL for the same purpose.
What impact does a PPP loan have on my ability to qualify for other forms of relief under the CARES Act?
The CARES Act creates a special payroll tax credit to encourage businesses affected by COVID-19 to keep staff on payroll.
The CARES Act also allows businesses to defer the payment of employer payroll taxes they incur between March 27, 2020–December 31, 2020.
A business that receives a PPP loan is not permitted to claim the employee retention credit, and a business that receives a PPP loan and has a
part of it forgiven is not eligible for the payroll tax deferral.
Clients should discuss with their accountants and tax advisors which of these forms of relief make the most sense for their businesses.
If a business applies for a loan under the PPP, will it have issues getting additional loans/grants from other programs?
There is no guidance in the CARES Act on this issue; this will likely depend on the terms and conditions of the outside loans and grants.
Do I need to pay my mortgage? Rent? Utilities? Credit card?
Yes. The loan is meant to help small business owners cover their expenses. However, check with your lender/landlord to see if any federally or
state-mandated debt/rent relief applies to you.
How will this impact my credit?
https://www.jpmorgan.com/securities/insights/small-business-owners-cares-act-faq
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There are no personal guarantees or collateral required for a PPP loan, so participation in this program generally should not adversely impact
your credit.
Will my information be subject to the Freedom of Information Act (FOIA)?
Subject to certain exceptions, the SBA must supply information reflected in agency files and records to a person requesting it.
Information about approved loans that will be automatically released includes, among other things, the borrower’s name (and the names of its
officers, directors, stockholders or partners), the amount of the loan, its purpose in general terms and the maturity.
Proprietary data on a borrower would not routinely be made available to third parties.
How can I learn more?
For additional information, please visit:
The U.S. Treasury CARES website, which also includes information for borrowers as well as an application.
U.S. Chamber of Commerce Combatting the Coronavirus website, including its Emergency Loans Small Business Guide and Checklist.
SBA website for additional guidance on the PPP, if needed, through notices and a program guide.
The information above is based on the Coronavirus Aid, Relief, and Economic Security Act (P.L. 116-136) and is believed to be accurate as of 4 p.m.
April 4, 2020.

Important Information
This material is for informational purposes only, and may inform you of certain products and services offered by J.P. Morgan’s wealth
management businesses, part of JPMorgan Chase & Co. (“JPM”). Please read all Important Information.
GENERAL RISKS & CONSIDERATIONS

Any views, strategies or products discussed in this material may not be appropriate for all individuals and are subject to risks. Investors may
get back less than they invested, and past performance is not a reliable indicator of future results. Asset allocation does not guarantee
a profit or protect against loss. Nothing in this material should be relied upon in isolation for the purpose of making an investment decision.
You are urged to consider carefully whether the services, products, asset classes (e.g., equities, fixed income, alternative investments,
commodities, etc.) or strategies discussed are suitable to your needs. You must also consider the objectives, risks, charges, and expenses
associated with an investment service, product or strategy prior to making an investment decision. For this and more complete information,
including discussion of your goals/situation, contact your J.P. Morgan representative.
NON-RELIANCE
Certain information contained in this material is believed to be reliable; however, JPM does not represent or warrant its accuracy, reliability
or completeness, or accept any liability for any loss or damage (whether direct or indirect) arising out of the use of all or any part of this
material. No representation or warranty should be made with regard to any computations, graphs, tables, diagrams or commentary in this
material, which are provided for illustration/reference purposes only. The views, opinions, estimates and strategies expressed in this material
constitute our judgment based on current market conditions and are subject to change without notice. JPM assumes no duty to update any
information in this material in the event that such information changes. Views, opinions, estimates and strategies expressed herein may differ
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from those expressed by other areas of JPM, views expressed for other purposes or in other contexts, and this material should not be
regarded as a research report. Any projected results and risks are based solely on hypothetical examples cited, and actual results and risks
will vary depending on specific circumstances. Forward-looking statements should not be considered as guarantees or predictions of future
events.
Nothing in this document shall be construed as giving rise to any duty of care owed to, or advisory relationship with, you or any third party.
Nothing in this document shall be regarded as an offer, solicitation, recommendation or advice (whether financial, accounting, legal, tax or
other) given by J.P. Morgan and/or its officers or employees, irrespective of whether or not such communication was given at your request.
J.P. Morgan and its affiliates and employees do not provide tax, legal or accounting advice. You should consult your own tax, legal and
accounting advisors before engaging in any financial transactions.
IMPORTANT INFORMATION ABOUT YOUR INVESTMENTS AND POTENTIAL CONFLICTS OF INTEREST
Conflicts of interest will arise whenever JPMorgan Chase Bank, N.A. or any of its affiliates (together, “J.P. Morgan”) have an actual or perceived
economic or other incentive in its management of our clients’ portfolios to act in a way that benefits J.P. Morgan. Conflicts will result, for
example (to the extent the following activities are permitted in your account): (1) when J.P. Morgan invests in an investment product, such as
a mutual fund, structured product, separately managed account or hedge fund issued or managed by JPMorgan Chase Bank, N.A. or an
affiliate, such as J.P. Morgan Investment Management Inc.; (2) when a J.P. Morgan entity obtains services, including trade execution and trade
clearing, from an affiliate; (3) when J.P. Morgan receives payment as a result of purchasing an investment product for a client’s account; or (4)
when J.P. Morgan receives payment for providing services (including shareholder servicing, recordkeeping or custody) with respect to
investment products purchased for a client’s portfolio. Other conflicts will result because of relationships that J.P. Morgan has with other
clients or when J.P. Morgan acts for its own account.
Investment strategies are selected from both J.P. Morgan and third-party asset managers and are subject to a review process by our manager
research teams. From this pool of strategies, our portfolio construction teams select those strategies we believe fit our asset allocation goals
and forward-looking views in order to meet the portfolio’s investment objective.
As a general matter, we prefer J.P. Morgan managed strategies. We expect the proportion of J.P. Morgan managed strategies will be high (in
fact, up to 100 percent) in strategies such as cash and high-quality fixed income, subject to applicable law and any account-specific
considerations.
While our internally managed strategies generally align well with our forward-looking views, and we are familiar with the investment
processes as well as the risk and compliance philosophy of the firm, it is important to note that J.P. Morgan receives more overall fees when
internally managed strategies are included. We offer the option of choosing to exclude J.P. Morgan managed strategies (other than cash and
liquidity products) in certain portfolios.
The Six Circles Funds are U.S.-registered mutual funds managed by J.P. Morgan and sub-advised by third parties. Although considered
internally managed strategies, JPMC does not retain a fee for fund management or other fund services.
LEGAL ENTITY, BRAND & REGULATORY INFORMATION
In the United States, bank deposit accounts and related services, such as checking, savings and bank lending, are offered by JPMorgan
Chase Bank, N.A. Member FDIC.
JPMorgan Chase Bank, N.A. and its affiliates (collectively “JPMCB”) offer investment products, which may include bank-managed investment
accounts and custody, as part of its trust and fiduciary services. Other investment products and services, such as brokerage and advisory
accounts, are offered through J.P. Morgan Securities LLC (“JPMS”), a member of FINRA and SIPC. Annuities are made available through
Chase Insurance Agency, Inc. (CIA), a licensed insurance agency, doing business as Chase Insurance Agency Services, Inc. in Florida. JPMCB,
JPMS and CIA are affiliated companies under the common control of JPMorgan Chase & Co. Products not available in all states.
References to “J.P. Morgan” are to JPM, its subsidiaries and affiliates worldwide. “J.P. Morgan Private Bank” is the brand name for the private
banking business conducted by JPM.
This material is intended for your personal use and should not be circulated to or used by any other person, or duplicated for nonpersonal
use, without our permission. If you have any questions or no longer wish to receive these communications, please contact your J.P. Morgan
representative.
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