
Introduction

What every restaurant owner needs to know.
The Coronavirus Aid, Relief, and Economic Security (CARES) Act assigned $349 billion to 
aid small businesses in their efforts to keep the lights on, pay and employ staff, stay current 
with mortgage or rent payments, and run their business as close to normal as possible. This 
is a lifeline for the restaurant industry, and we have prepared this guide to help you navigate 
some very important decisions you will need to make quickly. This guide focuses on two 
main programs, the Paycheck Protection Program and the Economic Injury Disaster Loan 
Program. These options serve specific purposes and can be used for different business needs. 
As with any type of loan, there are pros and cons to each. Please use this guide as a jumping 
off point for the conversations you have with your attorney or accountant as you consider 
whether to apply for one of these loans.
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Paycheck Protection Program

Application filing to begin as early as April 3, 2020
The Paycheck Protection Program offers 100-percent federally guaranteed loans to small 
businesses who are impacted by COVID-19. Most importantly, the portion of loan proceeds 
used for allowable expenses during the crisis is 100-percent forgivable, as long as the borrower 
has the same or larger number of FTEs on April 27, 2020, as it did on February 15, 2020. 

If you were forced to lay off employees, or you are considering it, there are still options for 
partial or full forgiveness of allowable expenses provided in the act. PPPs are under the 
umbrella of a Small Business Administration (SBA) 7(a) loan, with new provisions created to 
address the COVID-19 crisis. You may apply for this loan if you received a 7(a) loan (or had a 
pending application) before February 15, 2020, and the funds are being used for a different 
purpose. We are still waiting for the SBA to release the list of lenders and will keep updating 
you with details as this becomes available. Before you begin the loan process you will need to 
check if you are eligible and if so, you will need to prepare some documents to file for the PPP 
Loan. You can apply for this loan here. 

Am I eligible? You are eligible if you:
• Are a business in operation on or before February 15, 2020.

• Employed staff, and paid payroll and payroll taxes for your staff.

• Are a small business with fewer than 500 employees (All statuses: full-time, part-time, etc.).  

• Affiliation rules for most franchisees are waived. If you are unsure of your affiliation status, 
speak to your accountant to learn more, and reference the SBA’s Small Business Compliance 
Guide Size and Affiliation for more information.

• Are a business that uses NAICS No. 72 (food service sector). The 500-employee limit is likely 
set per location.

Unlike other 7(a) loans, you will not need a personal guarantee or collateral to take out a PPP 
Loan. You are also able to apply for this program even if you have other funding options.

mailto:restaurants%40rewardsnetwork.com?subject=
https://www.rewardsnetwork.com
https://www.sba.gov/sites/default/files/2020-03/Borrower%20Paycheck%20Protection%20Program%20Application_0.pdf
https://www.sba.gov/sites/default/files/affiliation_ver_03.pdf
https://www.sba.gov/sites/default/files/affiliation_ver_03.pdf
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What you need to provide:
• Average monthly payroll costs (see below for how to calculate) for the period 

February 15, 2019 – February 15, 2020.
– Options for newer restaurants include using January 1, 2020 – February 29, 2020.
– Options for seasonal businesses include using February 15, 2019 – June 30, 2019.

• A “good faith” certification (a promise) that includes:
– The uncertainty of current economic conditions that makes the loan request necessary to 

support ongoing operations. 
– The borrower will use the loan proceeds to retain workers and maintain payroll or make 

mortgage, lease, and utility payments. For tipped employees, you will need to pay a 
portion of the loan proceeds to employees to replace tips that would have been earned 
and retained by the employee.  

– Borrower does not have an application pending for a loan duplicative of the purpose and 
amounts applied for here.

– From February 15, 2020, to December 31, 2020, the borrower has not received a loan 
duplicative of the purpose and amounts applied for here.

• If you are an independent contractor, sole proprietor, or self-employed individual, lenders 
will also be looking for certain documents (final requirements will be announced by the SBA 
and the Treasury Department) such as payroll tax filings, Form 1099-MISC, and income and 
expenses from the sole proprietorship.

• Please review the application and talk to your accountant or banker for more details.

What is included in my payroll cost?

Payroll costs consist of the following: Payroll costs DO NOT consist of the following:

• Salary, wage, commission, or similar (for individual 
employees making up to $100,000 annually) 

• Payment of tips/gratuity 
• Payment for vacation, parental, family, medical, or 

sick leave
• Allowance for dismissal or separation
• Payment required for group health benefits, 

including insurance premiums 
• Payment of retirement benefits
• Payment of state or local taxes assessed on the 

compensation of employees

• Compensation of an individual employee that is in 
excess of an annual salary of $100,000 

• Payroll taxes, and income taxes  

• Compensation of employees who reside outside of 
the United States 

• Qualified sick leave wages for which a credit is 
allowed under section 7001 of the Families First 
Coronavirus Response Act (Public Law 116– 5 127); 
or qualified family leave wages for which a credit 
is allowed under section 7003 of the Families First 
Coronavirus Response Act

mailto:restaurants%40rewardsnetwork.com?subject=
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How do I calculate my borrowing amount now that I know my 
payroll costs?
• The loan amount is calculated at 2.5x your monthly average total payroll costs (not to 

exceed $10 million)
– Average calculated over the 12-month period between February 15, 2019, and February 15, 

2020 (see above for exceptions)

• Example: What is the maximum PPP Loan that I can receive?1

– Assumptions: 20.33 FTE employee count (more on that below) 100K monthly sales, 16% tip 
average, and 30% labor cost (no additional costs were considered here) 

Will my PPP loan be forgiven?
The PPP Loan program offers up to 100-percent forgiveness for the portion of loan proceeds 
used to pay certain allowable expenses in the eight-week period directly after you take PPP 
loan. The amount of your loan that is eligible for forgiveness is calculated in part based on 
your businesses average full-time equivalent (FTE) employees over the past year, and the 
average FTEs you retain through this crisis.  

A borrower is eligible for loan forgiveness equal to the portion of the loan the borrower 
spends on the following allowable expenses during the eight-week period directly following 
the loan origination date:

• Payroll costs (using the same definition of payroll costs used to determine loan eligibility) 
• Interest on a mortgage obligation incurred in the ordinary course of business 
• Rent on a leasing agreement 

Feb '19 Mar '19 Apr '19 May '19 Jun '19 Jul '19 Aug '19 Sep '19 Oct '19 Nov '19 Dec '19 Jan '20 Feb '20

Total Sales  $89,423  $87,608  $93,862  $90,324  $94,479  $98,027  $96,720 $105,412 $105,782 $105,095 $103,679 $108,818 $107,768 

Total Wages  $27,098  $26,548  $28,443  $27,371  $28,630  $29,705  $29,309  $31,943  $32,055  $31,847  $31,418  $32,975  $32,657 

Total Tips  $14,308  $14,017  $15,018  $14,452  $15,117  $15,684  $15,475  $16,866  $16,925  $16,815  $16,589  $17,411  $17,243 

Total Payroll 
Costs

 $41,406  $40,565  $43,461  $41,823  $43,747  $45,389  $44,784  $48,809  $48,980  $48,662  $48,007  $50,386  $49,900 

Avg Total Wages $30,000

Avg Total Payroll Costs $45,840

Avg Total Payroll Costs: $45,840 (x) 2.5 = $114,599.71 Projected Loan Amount

*Where average total payroll cost equals the average total payroll plus the average total tips.

mailto:restaurants%40rewardsnetwork.com?subject=
https://www.rewardsnetwork.com


Want to learn more about how Rewards Network can help your restaurant grow?
Contact us today: restaurants@rewardsnetwork.com or visit RewardsNetwork.com

5

• Payments on utilities (electricity, gas, water, transportation, telephone, or internet)
• For borrowers with tipped employees, additional wages representing tips paid to those 

employees 
• Note: the loan forgiveness cannot exceed the principal

How do I calculate my total FTEs if I have part-time staff?
An example will best illustrate this. Pre-crisis, you have seven full-time staff and 20 part-time 
staff.

Your part-time staff works an average of 20 hours a week each.

This means your part-time staff contribute 1,600 hours to your restaurant each month 
(20 staff x 20 hours x 4 weeks = 1,600 total hours worked)

Assuming full-time staff works 120 hours per month, we can now determine how 
many full-time staff it would take to do the job of your part-time staff 

(1,600 / 120 = 13.33)

Add the above to your number of full-time staff to get your Full-Time Equivalent 
(13.33 + 7 =20.33 FTE)

Now perform the above exercise for each month from February 15, 2019, to 
February 15, 2020 (or as allowed above), and calculate the average FTE by adding 

together each month’s total and dividing by 12. 

The amount of loan forgiveness you are eligible for is reduced if you reduce your average 
FTEs, or if you reduce FTE wages greater than 25 percent. While this is a detailed calculation 
that might change as new regulations are released, below is an illustration of how this will 
likely work:

• Calculating Potential Loan Forgiveness:
– Growing business: Average of 17 FTE pre-crisis | Average of 20 FTE post-crisis= 117% FTE 

Growth | 100% Loan Forgiveness Eligibility
– Stable or slightly declining business: Average 22 FTE pre-crisis | Average 20 FTE post-

crisis = 90.9% | 90.9% Loan Forgiveness Eligibility | 9.1% to be paid back as a loan over a 
maximum term of 10 years

• What happens if there was already an employee reduction, but employees are reinstated? 
– Reductions in employment or wages that occur during the period beginning on February 

15, 2020, and ending 30 days after enactment of the CARES Act shall not reduce the 
amount of loan forgiveness IF by June 30, 2020, the borrower eliminates the reduction in 
employees or reduction in wages.

mailto:restaurants%40rewardsnetwork.com?subject=
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Economic Injury Disaster Loan Advance
Unlike the PPP loans, SBA’s Economic Injury Disaster Loan (EIDL) fund is not new due to 
COVID-19. These have been around for some time and are a proven source of support to 
businesses located in disaster zones. The COVID-19 pandemic has left the entire country 
hurting financially, making EIDLs available in 50 states and Washington, D.C. These loans come 
directly from the U.S. Treasury, there is no cost to apply or fee associated with taking the loan 
offer if your application is approved. Unlike the Paycheck Protection Program, this loan does 
not offer any forgiveness and must be paid back, but the long-term, low-interest offering 
makes the program a good option for those who were not able to get a PPP loan or need 
additional funding outside of the uses PPP Loans allow. If you already have an existing SBA 
disaster loan, you may still be eligible to apply for one now. You may apply for an EIDL now 
through the SBA web portal here.

Who qualifies?
• Businesses in operation on or before January 31, 2020

• Small businesses with fewer than 500 employees

• Businesses directly affected by COVID-19 or in an industry likely to be harmed by the 
COVID-19 crisis

• Businesses with a credit history acceptable to the SBA

SBA must determine that business will have ability to repay the loan

What are the terms?
• Low-interest loans up to $2M used for any expenses that you would have incurred and paid 

if COVID-19 did not happen.

• Low-negotiated interest rates with terms up to 30 years. 

• Loans under $200,000 will NOT require collateral (raised from the traditional $25,000). For 
loans over $200,000, the SBA will take real estate as collateral when it is available. The SBA 
has signaled it will not decline a loan for lack of collateral, but it requires borrowers to pledge 
what is available.

mailto:restaurants%40rewardsnetwork.com?subject=
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Can I get assistance from more than one program? 
• If you believe you have COVID-19 related expenses and a PPP Loan or EIDL won’t cover 

your injury, you should speak with your lawyer, accountant, or tax professional about the 
potential to apply for multiple loan programs. Keep in mind that you won’t be able to use 
multiple loans to cover the same expenses.  

• Also keep in mind that Emergency Economic Injury Grants have been backdated to January 
31, 2020, which should make EIDL applicants eligible to receive an EEI grant. Please read the 
full details before applying.

Other CARES Funding Options
There are other traditional SBA loans that are also available for use under the CARES Act. While 
our research shows the PPP and EIDL programs are the best place to start for the majority 
of our restaurant industry partners, we know that every business has different needs. If you 
believe that neither of the options above are the right ones for your business, the SBA has 
made this chart available for you to reference. With everything changing please consult 
your lawyer, accountant, banker, or financial consultant for the most current and up to date 
information.

1. This best efforts calculation is based upon the reading of the CARES Act and known Treasury and Small Business Administration regulations 
as of April 1, 2020. This is a rapidly developing subject matter, and your personal accountant or banker will be best suited to help you calculate 
your payroll costs, your maximum PPP Loan, and your potential forgiveness. Provided for information purposes only.

https://home.treasury.gov/system/files/136/PPP%20Lender%20Information%20Fact%20Sheet.pdf

https://www.uschamber.com/sites/default/files/023595_comm_corona_virus_smallbiz_loan_final.pdf

https://www.congress.gov/116/bills/hr748/BILLS-116hr748enr.pdf

https://disasterloan.sba.gov/

www.sba.gov/disaster/

https://covid19relief.sba.gov/#/

https://cdn2.hubspot.net/hubfs/1622111/SBA%20Corona%20Virus%20Disaster%20Loan%20-How%20To%20Get%20a%20Loan%20Deck.pdf

Coronavirus Aid, Relief, and Economic Security Act, H.R.748, 116 Cong. (2020). Secs 1102, 1106, 1110.
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