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Just Released

• The first IFR is 82 pages; the legislation is 5,593; it’s not all digested 
yet so be patient- and persistent - with bankers, lenders, others and 
us. Lots will continue to change.

• What we do know -
• You choose your timeframe from 8 to 24 weeks

• 60% still required to be spent on ‘payroll’

• The 40% can be used for a broader range of expenses

• Eligibility has changed and you can use 2019 or 2020 payroll

• 1099 ‘employees’ not included – but they can apply on their own

Presenter
Presentation Notes
Thanks to Dr. Gordon and the Business Council for being a great partner and helping us to get this information to the business community.Key PPP updates include:Summary of first ifrPPP borrowers can set their PPP loan’s covered period to be any length between 8 and 24 weeks to best meet their business needs;PPP loans will cover additional expenses, including operations expenditures, property damage costs, supplier costs, and worker protection expenditures, expenditures for exterior modifications due to COVID;The Program’s eligibility is expanded to include 501(c)(6)s, housing cooperatives, direct marketing organizations, among other types of organizations;The PPP provides greater flexibility for seasonal employees;Certain existing PPP borrowers are now eligible to apply for a Second Draw PPP Loan; Loan amount calculated at 2.5 times your payroll expenses, further details are now available on the application which is live. You can use 2019 or 2020 payroll figures to calculate your maximum loan amount;You must include your selected 941 Payroll Tax form from the chosen period in 2019 or 2020;Employee salaries are again capped at a maximum of $100,000;Do not include 1099 employees in your payroll calculation. They can apply independently;Included items to payroll: Health Insurance, vision and dental insurance, retirement contributions, tips, state and local payroll taxes and unemployment taxes. Cannot include FICA expenses;To have your loan fully forgiven, you must use 60% of your loan proceeds for payroll expenses; andOwner compensation is still capped at the $100,000 annualized basis. 



Strategic Considerations

• The Consolidated Appropriations Act extends and expands stimulus 
provisions and programs, including:

• A ‘Second Draw’ of PPP loans
• Clarification on the tax deductibility of PPP expenses
• New and extended tax credits and deductions intended as economic stimulus

Presenter
Presentation Notes
Eligibility overviewExpenses can be deducted and the forgiven amount is not revenueTax credits may make sense in some situations but do the math carefully, deferral is not forgiveness.



Strategic Considerations

• PPP amendments are effective as if they were included in the original 
CARES Act and apply to PPP loans not yet forgiven (forgiven loans will 
be retroactively dealt with)

• Expanded Eligible Expenses includes operations, property damage 
(due to COVID-19), supplier costs, PPE and worker protection

• Some EIDL loans can be ‘refinanced’ with second draw PPP loans and 
there are several considerations!

Presenter
Presentation Notes
Explain how retro will work between banks and sbaMany more expenses are eligible for the 40% segment of the programThis one is a bit tricky so we’ll cover some basics but each business’s case may be differentReview SBA procedural notice, speak with your lender



General Overview
• The Paycheck Protection Program is a loan to provide a direct incentive for 

small businesses to keep their workers on the payroll.
• SBA will forgive the loan if employee retention criteria are met, and the 

funds are used for eligible expenses.
• PPP loans have an interest rate of 1%.
• Loans issued prior to June 5, 2020 have a maturity of 2 years. Loans issued 

after June 5, 2020 have a maturity of 5 years.
• Loan payments will be deferred for borrowers who apply for loan 

forgiveness until SBA remits the borrower's loan forgiveness amount to the 
lender. If a borrower does not apply for loan forgiveness, payments are 
deferred up to 10 months after the end of the covered period for the 
borrower’s loan forgiveness (either 8 weeks or 24 weeks).

• No collateral or personal guarantees are required.
• Neither the government nor lenders will charge small businesses any fees.

Presenter
Presentation Notes
Borrowers can apply for a Second Draw PPP Loan until March 31, 2021, through any existingSBA 7(a) lender or through any federally insured depository institution, federally insured creditunion, eligible non-bank lender, or Farm Credit System institution that is participating in PPP.All Second Draw PPP Loans will have the same terms regardless of lender or borrower. A listof participating lenders as well as additional information and full terms can be found at You can apply through any existing SBA 7(a) lender or through any federally insured depository institution, federally insured credit union, and Farm Credit System institution that is participating. Other regulated lenders will be available to make these loans once they are approved and enrolled in the program. You should consult with your local lender as to whether it is participating in the program. If you wish to begin preparing your application, you can download the following PPP borrower application forms to see the information that will be requested from you when you apply with a lender:Paycheck Protection Program First Draw Borrower Application Form (revised 01-08-21)Paycheck Protection Program Second Draw Borrower Application Form (01-08-21)EIDL The SBA Emergency Injury Disaster Loan program has been re-opened and the SBA is accepting new applications.If you had an EIDL advance grant deducted from Forgiveness on your first PPP loan that amount will be refunded to you along with accrued interest. We do not at this time have a timeframe from the SBA on this.



Eligibility
• Not more than 300 employees, some NAICS 72 eligibility is by location
• The business must have experienced a reduction in gross receipts of 

at least 25% in any 2019 quarter compared to the same 2020 quarter
• The business must not be more than 20% owned by an entity or 

person from the Peoples Republic of China or the Special 
Administrative Region of Hong Kong

Presenter
Presentation Notes
You can apply through any existing SBA 7(a) lender or through any federally insured depository institution, federally insured credit union, and Farm Credit System institution that is participating. Other regulated lenders will be available to make these loans once they are approved and enrolled in the program. You should consult with your local lender as to whether it is participating in the program. If you wish to begin preparing your application, you can download the following PPP borrower application forms to see the information that will be requested from you when you apply with a lender:Paycheck Protection Program First Draw Borrower Application Form (revised 01-08-21)Paycheck Protection Program Second Draw Borrower Application Form (01-08-21)A borrower is generally eligible for a Second Draw PPP Loan if the borrower:Previously received a First Draw PPP Loan and have used the full amount only for authorized uses;Has no more than 300 employees;Can demonstrate at least a 25% reduction in gross receipts between comparable quarters in 2019 and 2020. If you do not have quarterly reporting, annual can be provided for 2019 over 2020. If you are a Sole-Proprietor, K-1 partner, 1099 or Schedule C, you can provide your 2019 over 2020 K-1’s, Partnership return, or schedule C for comparison;Those businesses with a NAICS code that begins with 72 are eligible for a loan amount equal to 3.5 times payroll. You can look up your code through this link: https://www.naics.com/search/ ;If your loan is presently under review by the SBA you will be unable to apply for a second PPP loan;Loans must be funded within 10 days of approval; andMaximum loan of $2,000,000.00.(A)(iv) Eligible entity Not more than 300 employees Reduction in gross receipts of at least 25% in any calendar quarter in 2020 compared tothe same quarter in 2019 Not owned 20% or more by an entity or person from the People’s Republic of China orSpecial Administrative Region of Hong Kong(C), (D) and (E) Maximum Loan Amount and NAICS 72 Entities Same formula as for original PPP, with a cap of $2 million NAICS 72 entities can use 3.5 (rather 2.5) months of average payroll costs• Similar rules for multiple locations, except the per location cap is 300employees (not 500) (F) Loan Number Limitation Not more than one second draw loan per entity(G) Exception From Certain Certification Requirements Still must certify need based on economic uncertainty and acknowledge that the fundswill only be used for eligible expenses(I) Gross Receipts and Simplified Certification of Revenue Test For loans up to $150,000, defers the time for submitting proof of gross receipts until thetime a forgiveness application is submitted Defines gross receipts for nonprofits to be the same as in section 6033 of the InternalRevenue Code• Revenue, before deducting costs of sales, costs of fundraising events and costs ofsecurities sold,18• Using the accounting method generally used by the organizationOther elements:You can elect to pay off your EIDL loan and add it to your loan amount. Please discuss this option thoroughly with your Lender to see if you qualify and if it’s a viable option. At this point we believe this will only be applicable to EIDL amounts used for payroll; we’re waiting for further guidance.An organization that spends 15% or more of time, dollars or spends $1,000,000.00 on Lobbying activities are excluded from the program;You must be operational and not presently in Bankruptcy ; andThis program expires March 31, 2021. EIDL The SBA Emergency Injury Disaster Loan program has been re-opened and the SBA is accepting new applications.If you had an EIDL advance grant deducted from Forgiveness on your first PPP loan that amount will be refunded to you along with accrued interest. We do not at this time have a timeframe from the SBA on this.



Important Links
• Overview of the program

• https://www.sba.gov/document/support-top-line-overview-second-draw-
pppThe Application

• The Application
• https://www.sba.gov/document/sba-form-2483-sd-ppp-second-draw-borrower-

application-form

Presenter
Presentation Notes
Important links to additional information and the application



The Application

Presenter
Presentation Notes
Rvw each app page 



The Application

Presenter
Presentation Notes
Rvw each app page



Expenses
• Covered Operating Expenditure

• Covered Property Damage
• due to vandalism or looting due to public disturbances during 2020 not 

covered by insurance or other reimbursement

• Covered Supplier Cost
• Essential to the operation

• Covered Worker Protection Expenditure

Presenter
Presentation Notes
Appendix 1 - Definitions‘‘the term ‘covered operations expenditure’ means a payment for any business software or cloud9 computing service thatfacilitates business operations, product or service delivery, the processing, payment, or tracking of payroll expenses, humanresources, sales and billing functions, or accounting or tracking of supplies, inventory, records and expenses;’’‘‘the term ‘covered property damage cost’ means a cost related to property damage and vandalism or looting due topublic disturbances that occurred during 2020 that was not covered by insurance or other compensation;’’‘‘the term ‘covered supplier cost’ means an expenditure made by an entity to a supplier of goods for the supply of goodsthat—(A) are essential to the operations of the entity at the time at which the expenditure is made; and(B) is made pursuant to a contract, order, or purchase order—(i) in effect at any time before the covered period with respect to the applicable covered loan; or(ii) with respect to perishable goods, in effect before or at any time during the covered period with respectto the applicable covered loan;’’means an operating or a capital expenditure to facilitate the adaptation of the business activities of an entity to complywith requirements established or guidance issued by the Department of Health and Human Services, the Centers forDisease Control, or the Occupational Safety and Health Administration, or any equivalent requirements established orguidance issued by a State or local government, during the period beginning on March 1, 2020 and ending the date onwhich the national emergency declared by the President under the National Emergencies Act (50 U.S.C. 1601 et seq.) withrespect to the Coronavirus Disease 2019 (COVID–19) expires related to the maintenance of standards for sanitation, socialdistancing, or any other worker or customer safety requirement related to COVID–19;(B) may include—(i) the purchase, maintenance, or renovation of assets that create or expand—(I) a drive-through window facility;(II) an indoor, outdoor, or combined air or air pressure ventilation or filtration system;(III) a physical barrier such as a sneeze guard;(IV) an expansion of additional indoor, outdoor, or combined business space;(V) an onsite or offsite health screening capability; or(VI) other assets relating to the compliance with the requirements or guidance described in subparagraph (A),as determined by the Administrator in consultation with the Secretary of Health and Human Services and theSecretary of Labor; and(ii) the purchase of—(I) covered materials described in section 328.103(a) of title 44, Code of Federal Regulations, or anysuccessor regulation;(II) particulate filtering face piece respirators approved by the National Institute for Occupational Safety andHealth, including those approved only for emergency use authorization; or(III) other kinds of personal protective equipment, as determined by the Administrator in consultation with theSecretary of Health and Human Services and the Secretary of Labor; and(C) does not include residential real property or intangible property;’’



Accounting Treatment Update
• The latest legislation clarifies and amends some major issues.
• Expenses paid PPP fully deductible for tax purposes (amends prior IRS 

guidance to the contrary)
• Confirms that tax exempt PPP ‘forgiveness’ income increases tax basis 

for partnerships and S Corps
• Will states that rely on federal tax data and treatments decouple from 

this is unknown at this point

Presenter
Presentation Notes
Expenses paid with the proceeds of PPP loans are fully deductible for taxpurposes, whether or not the loan is or is expected to be forgiven. This overrules prior IRS guidance to the contrary• Notice 2020-32, 2020-21 IRB, 05/01/2020 - No deduction allowed for federalincome tax purposes for expenses where the loan forgiveness is excludedfrom income• Rev. Rul. 2020-27 released 11/18/2020 - Expenses not deductible in the yearpaid or incurred if the taxpayer reasonably expects the loan to be forgiven In addition, the Act confirms that tax exempt PPP forgiveness income increasestax basis for partners of partnerships and S Corporation shareholders. Will states decouple?



Accounting Treatment Update
• Employee Retention Credit 

• Originally could not be used if you had a PPP loan

• The exclusion is removed retroactively, might need individual review

• This is a specialized program that likely requires specialized review by a 
qualified accounting professional to determine if it is appropriate for your 
business!

• Emergency Paid Sick Leave Act (EPSLA), FMLA and FFCRA have been 
extended but participation rules have changed.

• A number of specialized tax treatments were extended in the 
legislation

Presenter
Presentation Notes
The Employee Retention Credit (ERC) is a refundable credit againstemployment taxes enacted as part of the CARES Act but used by fewemployers because it was exclusive with receiving a PPP loan Retroactively, the CARES Act is amended to remove the exclusion from theERC for PPP borrowers• Thus, those who received PPP loan should review prior quarters to considerwhether they qualifiedExpanded Employee Retention Credit CARES Act rules:• Employers whose business is closed (fully or partially) because of COVID-19 or whoexperience a significant decline (50%) in gross receipts are allowed a payroll taxcredit of 50% of qualified wages.−− Credit applies to Social Security taxes, but is refundable to the extent it exceedsSocial Security taxes.− The maximum amount of qualified wages is $10,000 per employee over the year(a total of a $5,000 credit).− The credit can be claimed on Form 941 for the relevant quarter in which thebusiness is affected. However, employers can also request an advance refundon Form 7200.− For businesses with more than 100 employees, the credit is onlyallowed for employees not providing services. For businesses with 100or fewer employees, the credit applies to all employees.Can either amend prior returns or claim in 4th quarter However, a credit cannot be obtained for wages treated as covered expensesfor PPP purposes.• Thus, may want to reconsider expenses listed on PPP forgivenessapplication to maximize credit availabilityFor the first two quarters of 2021, the ERC has been increased and access has beenexpanded. The credit amount is increased from 50% of qualified wages to 70%. The cap on qualified wages is increased from $10,000 total to $10,000 per quarter,effectively increasing the maximum credit from $5,000 per employee to $14,000. The reduction in gross receipts required to qualify if the business has not been shutdown by a government order is 20% year-over-year, reduced from 50%.• Immediately preceding quarter may also be used to determine eligibility Businesses of less than 500 employees can now take the credit for all employees, asopposed to only employees not providing services; this cap was originally 100employees. Some non-profits, such as colleges and universities and health careproviders, now qualify as eligible employers.The Act extends the Emergency Paid Sick Leave Act (EPSLA) and theEmergency Family and Medical Leave Expansion Act (Expanded FMLA)provisions of the Families First Coronavirus Response Act (FFCRA) throughthe end of March 2021, although participation by employers is now voluntary Also extends the tax credits provided to employers who make payments toemployees under those programsIncluded in the tax extenders legislation are: A variety of tax credits, many are applicable on ly in special circumstances including those for the renewable energyindustry The reduction in the excise tax on beer, wine, and spirit makers is nowpermanent 30-year period for depreciation of qualifying residential real propertyfor those making the real property trade or business election incalculating interest expense limitation The look-through rule for payments between related controlledforeign corporations (CFCs) Individuals that do not itemize may claim a charitable contribution deductionfor cash contributions to public charities made in 2021 of up to $300 ($600 inthe case of a joint return). The CARES Act allows for a similar deduction upto $300 for 2020 The Act increases the limitation on charitable contributions from 60 percent ofthe contribution base to 100 percent, for qualified cash contributions to publiccharities for 2020 and 2021Flexible Spending and Dependent Care Accounts• Ability to rollover unused balances• Ability to make mid-year elections Expanded Educator Expenses Penalty-free IRA or Qualified Plan WithdrawalsExpansion of Deductibility of Business Meals Currently 50% deductible Temporary increase in deductibility to 100% Effective for expenses incurred after Dec. 31, 2020, and expires at theend of 2022



Q & A

Presenter
Presentation Notes
We’ll try to answer questions
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