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How to Calculate the Maximum Available Loan Amount  

Guidance is provide in the following excerpt from the PPP Interim Final Rule Section III.2(d)-{g)  

2.d. I have determined that I am eligible.  How much can I borrow?  

Under the PPP, the maximum loan amount is the lesser of $10 million or an amount that you will 
calculate using a payroll-based formula specified in the Act, as explained below.   

e. How do I calculate the maximum amount I can borrow?  

The following methodology, which is one of the methodologies contained in the Act,  will be 
most useful for many applicants.  

i. Step 1: Aggregate payroll costs (defined in detail below in f.) from the last twelve months for 
employees whose principal place of residence is the United States.  

ii. Step 2: Subtract any compensation paid to an employee in excess of an annual salary of 
$100,000 and/or any amounts paid to an independent contractor or sole proprietor in excess of 
$100,000 per year.  

iii. Step 3: Calculate average monthly payroll costs (divide the amount from Step 2 by 12).  

iv. Step 4: Multiply the average monthly payroll costs from Step 3 by 2.5.   

v. Step 5: Add the outstanding amount of an Economic Injury Disaster Loan (EIDL) made 
between January 31, 2020 and April 3, 2020, less the amount of any “advance” under an EIDL 
COVID-19 loan (because it does not have to be repaid).  

The examples below illustrate this methodology.  

i. Example 1 – No employees make more than $100,000 Annual payroll: $120,000  

Average monthly payroll: $10,000  
Multiply by 2.5 = $25,000  
Maximum loan amount is $25,000  

ii. Example 2 – Some employees make more than $100,000  

Annual payroll: $1,500,000  
Subtract compensation amounts in excess of an annual salary of $100,000: $1,200,000  

https://www.sba.gov/document/policy-guidance--ppp-interim-final-rule
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Average monthly qualifying payroll: $100,000  
Multiply by 2.5 = $250,000  
Maximum loan amount is $250,000  

iii. Example 3 – No employees make more than $100,000, outstanding EIDL loan of $10,000.  

Annual payroll: $120,000  
Average monthly payroll: $10,000  
Multiply by 2.5 = $25,000  
Add EIDL loan of $10,000 = $35,000  
Maximum loan amount is $35,000  

iv. Example 4 – Some employees make more than $100,000,  

outstanding EIDL loan of $10,000  

Annual payroll: $1,500,000  
Subtract compensation amounts in excess of an annual salary of  
$100,000: $1,200,000  
Average monthly qualifying payroll: $100,000  
Multiply by 2.5 = $250,000  
Add EIDL loan of $10,000 = $260,000  
Maximum loan amount is $260,000  

f. What qualifies as “payroll costs?”  

Payroll costs consist of compensation to employees (whose principal place of residence is the 
United States) in the form of salary, wages, commissions, or similar compensation; cash tips or 
the equivalent (based on employer records of past tips or, in the absence of such records, a 
reasonable, good-faith employer estimate of such tips); payment for vacation, parental, family, 
medical, or sick leave; allowance for separation or dismissal; payment for the provision of 
employee benefits consisting of group health care coverage, including insurance premiums, and 
retirement; payment of state and local taxes assessed on compensation of employees; and for 
an independent contractor or sole proprietor, wage, commissions, income, or net earnings from 
self-employment or similar compensation.    

g. Is there anything that is expressly excluded from the definition of payroll costs?  

Yes.  The Act expressly excludes the following:  
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i. Any compensation of an employee whose principal place of residence is outside of the United 
States;  

ii. The compensation of an individual employee in excess of an annual salary of $100,000, 
prorated as necessary1;   

iii. Federal employment taxes imposed or withheld between February 15, 2020 and June 30, 
2020, including the employee’s and employer’s share of FICA (Federal Insurance Contributions 
Act) and Railroad Retirement Act taxes, and income taxes required to be withheld from 
employees2; and  

iv. Qualified sick and family leave wages for which a credit is allowed under sections 7001 and 
7003 of the Families First Coronavirus Response Act (Public Law 116–127). 

Further clarification is provided in the Treasury Department’s Paycheck Protection Program Loans 
Frequently Asked Questions, Questions 7, 8, 10, 14, 15 and 16 included in the excerpt below:  

7.  Question:  The CARES Act excludes from the definition of payroll costs any employee 
compensation in excess of an annual salary of $100,000.  Does that exclusion apply to all 
employee benefits of monetary value?  

Answer:  No.  The exclusion of compensation in excess of $100,000 annually applies only to cash 
compensation, not to non-cash benefits, including: 

• employer contributions to defined-benefit or defined-contribution retirement plans;  

• payment for the provision of employee benefits consisting of group health care 
coverage, including insurance premiums; and   

• payment of state and local taxes assessed on compensation of employees.    

8.  Question:  Do PPP loans cover paid sick leave?  

Answer:  Yes.  PPP loans covers payroll costs, including costs for employee vacation, parental, 
family, medical, and sick leave.  However, the CARES Act excludes qualified sick and family leave 
wages for which a credit is allowed under sections 7001 and 7003 of the Families First 

                                                 
1 See FAQ #7 below for details of this exclusion. 
2 See FAQ #16 below for details of this exclusion. 

https://home.treasury.gov/system/files/136/Paycheck-Protection-Program-Frequenty-Asked-Questions.pdf
https://home.treasury.gov/system/files/136/Paycheck-Protection-Program-Frequenty-Asked-Questions.pdf
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Coronavirus Response Act (Public Law 116–127).  Learn more about the Paid Sick Leave 
Refundable Credit here.  

10.  Question:  What if an eligible borrower contracts with a third-party payer such as a payroll 
provider or a Professional Employer Organization (PEO) to process payroll and report payroll 
taxes?  

Answer:  SBA recognizes that eligible borrowers that use PEOs or similar payroll providers are 
required under some state registration laws to report wage and other data on the Employer 
Identification Number (EIN) of the PEO or other payroll provider.  In these cases, payroll 
documentation provided by the payroll provider that indicates the amount of wages and payroll 
taxes reported to the IRS by the payroll provider for the borrower’s employees will be 
considered acceptable PPP loan payroll documentation.  Relevant information from a Schedule 
R (Form 941), Allocation Schedule for Aggregate Form 941 Filers, attached to the PEO’s or other 
payroll provider’s Form 941, Employer’s Quarterly Federal Tax Return, should be used if it is 
available; otherwise, the eligible borrower should obtain a statement from the payroll provider 
documenting the amount of wages and payroll taxes.  In addition, employees of the eligible 
borrower will not be considered employees of the eligible borrower’s payroll provider or PEO.    

14.  Question:  What time period should borrowers use to determine their number of employees 
and payroll costs to calculate their maximum loan amounts?  

Answer:  In general, borrowers can calculate their aggregate payroll costs using data either from 
the previous 12 months or from calendar year 2019.  For seasonal businesses, the applicant may 
use average monthly payroll for the period between February 15, 2019, or March 1, 2019, and 
June 30, 2019.  An applicant that was not in business from February 15, 2019 to June 30, 2019 
may use the average monthly payroll costs for the period January 1, 2020 through February 29, 
2020.  

Borrowers may use their average employment over the same time periods to determine their 
number of employees, for the purposes of applying an employee-based size standard. 
Alternatively, borrowers may elect to use SBA’s usual calculation: the average number of 
employees per pay period in the 12 completed calendar months prior to the date of the loan 
application (or the average number of employees for each of the pay periods that the business 
has been operational, if it has not been operational for 12 months).    

15.  Question:  Should payments that an eligible borrower made to an independent contractor or 
sole proprietor be included in calculations of the eligible borrower’s payroll costs?  
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Answer:  No.  Any amounts that an eligible borrower has paid to an independent contractor or 
sole proprietor should be excluded from the eligible business’s payroll costs.  However, an 
independent contractor or sole proprietor will itself be eligible for a loan under the PPP, if it 
satisfies the applicable requirements.  

16.  Question:  How should a borrower account for federal taxes when determining its payroll costs 
for purposes of the maximum loan amount, allowable uses of a PPP loan, and the amount of a 
loan that may be forgiven?  

Answer:  Under the Act, payroll costs are calculated on a gross basis without regard to (i.e., not 
including subtractions or additions based on) federal taxes imposed or withheld, such as the 
employee’s and employer’s share of Federal Insurance Contributions Act (FICA) and income 
taxes required to be withheld from employees.  As a result, payroll costs are not reduced by 
taxes imposed on an employee and required to be withheld by the employer, but payroll costs 
do not include the employer’s share of payroll tax.  For example, an employee who earned 
$4,000 per month in gross wages, from which $500 in federal taxes was withheld, would count 
as $4,000 in payroll costs.  The employee would receive $3,500, and $500 would be paid to the 
federal government.  However, the employer-side federal payroll taxes imposed on the $4,000 
in wages are excluded from payroll costs under the statute.3  

 

                                                 
3  The definition of “payroll costs” in the CARES Act, 15 U.S.C. 636(a)(36)(A)(viii), excludes “taxes imposed or withheld under 
chapters 21, 22, or 24 of the Internal Revenue Code of 1986 during the covered period,” defined as February 15, 2020, to June 
30, 2020.  As described above, the SBA interprets this statutory exclusion to mean that payroll costs are calculated on a gross 
basis, without subtracting federal taxes that are imposed on the employee or withheld from employee wages.  Unlike 
employer-side payroll taxes, such employee-side taxes are ordinarily expressed as a reduction in employee take-home pay; 
their exclusion from the definition of payroll costs means payroll costs should not be reduced based on taxes imposed on the 
employee or withheld from employee wages.  This interpretation is consistent with the text of the statute and advances the 
legislative purpose of ensuring workers remain paid and employed.  Further, because the reference period for determining a 
borrower’s maximum loan amount will largely or entirely precede the period from February 15, 2020, to June 30, 2020, and the 
period during which borrowers will be subject to the restrictions on allowable uses of the loans may extend beyond that period, 
for purposes of the determination of allowable uses of loans and the amount of loan forgiveness, this statutory exclusion will 
apply with respect to such taxes imposed or withheld at any time, not only during such period. 


