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HERE IS AN OVERSIMPLIFIED SUMMARY OF HOW PPP LOANS WORK FOR SOLE 
PROPRIETORS & FREELANCERS WITHOUT EMPLOYEES: 

 
 

POINT 1 à The loan is based on 2019 Schedule C income 

1. 
A copy of the 2019 Schedule C tax form must be included with the PPP loan 
application, even if the applicant hasn’t filed their 2019 tax return yet. 

2. 
If 2019 Schedule C income is $0 or less, a proprietor without employees is 
not eligible for a PPP loan. 

 

POINT 2 à The amount of the PPP loan is calculated as follows: 

1. 
Take line 31 of 2019 Schedule C.  If Line 31 is more than $100,000, use 
$100,000. 

2. Divide the number by 12 to get average monthly Schedule C net income. 

3. Multiply that number by 2.5.  This is the amount of the loan. 

4. 
EXAMPLE: Let’s say Line 31 is $150,000.  The loan amount is $100,000 
divided by 12 x 2.5 = $20,833.  This example happens to be the maximum 
loan amount any sole proprietor will be eligible for.   

 

POINT 3 à Eventual forgiveness of the PPP loan is calculated as follows: 

1. 

8 weeks work of 2019 Schedule C income is forgiven (apparently 
automatically).  For example, if a proprietor had the maximum $100,000 
Schedule C income, the “automatic” forgiveness would be 8/52 x $100,000 = 
$15,384. 

2. 
In addition, during the 8 weeks following the funds of the loan, any business 
expenses for utilities (including business vehicle gas), rent, and interest 
would be forgiven, up to the remaining unforgiven amount of the loan. 

3. 

BOTTOM LINE: In simple terms, for a sole proprietor without employees, the 
maximum loan is $20,833, of which $15,384 is apparently automatically 
forgiven.  The remaining $5,449 can be forgiven if spent on business utilities, 
rent, and interest. 
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POINT 4 à The new SBA guidance also addressed partnerships without 
payroll expense 

1. 
If you have such a partnership, the partnership must apply for the PPP 
loan.  The loan amount is based on the combined self-employment income 
of the general active partners up to a maximum of $100,000 per partner. 

2. 
For example, take a partnership with $500,000 in total self-employment 
income and 3 partners.  The maximum loan is $300,000 divided by 12 x 2.5 
= $62,500. 

3. 

It is presumed (but not specifically spelled out) that forgiveness would 
follow the same vein as forgiveness for sole proprietors.  8 weeks’ worth of 
the $300,000 of self-employment income would be forgiven.  Using the 
above example that would be 8/52 x $300,000 = $46,154 forgiven. 

4. 

If partners are not comfortable trusting in automatic forgiveness, it might be 
wise to issue guaranteed payments (the equivalent of wages) to the partners 
in the amount of the expected SE income forgiveness (again, $46,154 in this 
example).  That would create an audit-able cash trail to support forgiveness. 

5. 
Like sole proprietor loans, the remainder of the loan could also be forgiven if 
spent on utilities, rent, and interest within 8 weeks of receiving the loan. 

	
FINAL THOUGHTS 

1. 

With these new SBA guidelines, hopefully the banks will be able to quickly 
and efficiently process loans to self-employed individuals.  Unfortunately, 
though, it appears it will be a matter of days until PPP Round 2 money runs 
out.  Self-employed PPP loan applicants should act fast! 

	


