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I ELEMENTS OF THE CARES ACT IMPACTING NONPROFITS

« Paycheck Protection Program Loans and Economic Injury
Disaster Loans (Sections 1102, 1106, and 1110)

« Economic Impact Payments (Section 2201)
« Tax Incentives (Sections 2301, 2302, 2204 and 2205)

« Treasury Economic Stabilization Fund (Title 1V)
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PAYCHECK PROTECTION PROGRAM
AND EIDLS
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SBA’S PAYCHECK PROTECTION PROGRAM

« What is the Paycheck Protection
Program (PPP)?

« Who is eligible for a loan under
the PPP?

« What is the application process?

« What are the requirements for
loan forgiveness?




I WHAT IS THE PAYCHECK PROTECTION PROGRAM?

* An expansion of the existing SBA 7(a) lending program.
« SBA provides 100% guarantee on loan.

 Allows small for-profit and nonprofit entities to borrow
under favorable terms:

— Maximum loan amount is lesser of 2.5 x average
monthly “payroll costs” or $10 million

— Interest rate = 1%
— Loan term = 2 years
— No personal guarantee or collateral required
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I WHAT IS THE PAYCHECK PROTECTION PROGRAM (CONT.)?

» Loan proceeds may be used for:
— Payroll costs

— Rent

— Mortgage payments «
— Utilities ‘0.‘
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I WHO IS ELIGIBLE FOR A LOAN UNDER THE PPP?

Generally --

* For-profit businesses and nonprofit organizations, including religious
organizations, in operation on February 15, 2020.

* Must employ 500 or fewer employees.

— Includes full-time and part-time employees.

— Take monthly average over preceding 12 months.
- Affiliation rules apply.

* Must not be in bankruptcy or be suspended or debarred by any Federal
department or agency.
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SPECIFIC TO NONPROFIT ORGANIZATIONS

« Section 501(c)(3) organizations.

— Interim Final Rule says, “A tax-exempt nonprofit organization described in
section 501(c)(3) of the Internal Revenue Code.” Statute also requires
exemption from tax under section 501(a).

« Affiliation rules apply. Look to totality of facts and circumstances.

— “Concerns and entities are affiliates of each other when one controls or has
the power to control the other, or 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....SBA considers factors such as
ownership, management, previous relationships with or ties to another
concern, and contractual relationships, in determining whether affiliation
exists.” 13 CFR 121.103(a)
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I SPECIFIC TO NONPROFIT ORGANIZATIONS

* Interim Final Rule provides:

— “The relationship of a faith-based organization to another organization is not
considered an affiliation with the other organization . . . If the relationship is
based on a religious teaching or belief or otherwise constitutes a part of the
exercise of religion.” 13 CFR 121.103(b)(10)(i)

— “[T]he term ‘faith-based organization’ includes, but is not limited to, any
organization associated with a church or convention or association of
churches within the meaning of 26 U.S.C. 414(e)(3)(D).” 13 CFR
121.103(b)(10)(i)
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I WHAT IS THE APPLICATION PROCESS?

« Submit application to lender.

— Note: certain elements of SBA application form are an awkward
fit for nonprofits.

* Note: certifications on application.
- Have documentation of employees and payroll expenditures.

— Payroll documentation may require extra work or analysis if
using third party for payroll.

» Lenders likely to give priority to existing borrowers.
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WHAT ARE THE REQUIREMENTS FOR LOAN FORGIVENESS?

* Loan may be forgiven up to full principal amount, subject to a number of
conditions.

» Detailed computation. General principles to get full forgiveness as follows:

— To get full forgiveness, at least 75% of loan proceeds used for payroll
costs. No more than 25% of loan proceeds spent on rent, mortgages,
utilities.

— Average monthly number of full-time equivalent employees over eight
weeks, starting from date loan originates, at least equals the average
monthly full-time equivalent employees for benchmark period.

— Limits on amount of reduction to wages paid to each employee.
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INFORMATION ON TREASURY.GOV

© Assistance for Small Business
.  ®convert v Fselect

@' Tax Cuts and Jobs Act Reso. Citrix  Intranet  Jones Day  Learning Channel  Meeting Room Manager TR v~

W n official website of the United States Government Accessibility Languages Site Map Contact ~
: Pg U.S. DEPARTMENT OF THE TREASURY

ABOUT TREASURY SECRETARY MNUCHIN POLICY ISSUES DATA SERVICES NEWS Q SEARCH

For small businesses seeking direct relief from COVID-19, CLICK HERE to learn more about Paycheck Protection Loa

HOME POLICY ISSUES TOP PRIORITIES CARES ACT ASSISTANCE FOR SMALL BUSINESSES

POLICY ISSUES Assistance for Small Businesses

Top Priorities

The Paycheck Protection Program prioritizes millions of Americans employed by small businesses by
CARES Act
authorizing up to $349 billion toward job retention and certain other expenses

Assistance for Small
Dusintstss Small businesses and eligible nonprofit organizations, Veterans organizations, and Tribal businesses described

in the Small Business Act, as well as individuals who are self-employed or are independent contractors, are N
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I LINK TO TREASURY.GOV PAGE

» https://home.treasury.gov/policy-issues/top-priorities/cares-act/assistance-for-
small-businesses
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ECONOMIC INJURY DISASTER LOAN PROGRAM

The CARES Act expands eligibility for the Economic Injury Disaster Loan
(EIDL) Program.

* The Act makes small business concerns and private nonprofits located in
the United States eligible for EIDLs due to the widespread impact of the
Coronavirus.

« Loan amounts generally up to maximum of $2 million.
— Nonprofit interest rate = 2.75%
* Maximum loan term up to 30 years.

+ Repayment begins 12 months after funds received.




I ECONOMIC INJURY DISASTER LOAN PROGRAM

« The CARES Act creates Emergency Grant program:

— Applicants may request an advance of up to $10,000 on
an EIDL, which is paid within three days of a loan
application. An eligible entity need not repay advance,
even if EIDL application is denied.

— EIDL Funds may be used to pay for working capital that
is necessary until resumption of normal operations and
for expenditures necessary to alleviate the specific
economic injury.
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INFORMATION REGARDING ECONOMIC
IMPACT PAYMENTS FOR INDIVIDUALS
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I ECONOMIC IMPACT PAYMENTS

» Cash payments to individuals:
— $1,200 for single filer with AGI of $75,000 or less
— $2,400 for married filing jointly with AGI of $150,000 or less
— $500 for each qualifying child

* Payments phase out above these income levels.

« Taxpayer must have a Social Security Number.

* IRS will pay by direct deposit if it has bank information. Otherwise,
payment will be sent by paper check.

» Will rely on 2019 return, or if not yet filed, 2018 return for information.

R



I ECONOMIC IMPACT PAYMENTS FOR INDIVIDUALS

Social Security beneficiaries who are not required to file tax returns will not
need to file to receive a payment.

Eligible individuals who have not been required to file should watch the IRS
website for easy ways to provide the IRS with information so they can get
their payments.

Eligible individuals who have not provided the IRS with direct deposit
information on their 2018 or 2019 tax returns should watch the IRS website
for a new way to provide that information.

The IRS also urges anyone who has not filed a tax return for 2018 or 2019
yet, to file as soon as possible to receive an economic impact payment.

Watch for scams! IRS communicates by mail, not phone or email.
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IRS INFORMATION AND UPDATES

w.irs.gov/coronavirus-tax-relief-and-economic-impact-payments

§il Coronavirus Tax Relief and Ec..
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EEE  An official website of the United States Government

v
*ﬂ IR_S Help | News | Englsh | G Charities & Nonprofits | [ TaxPros
File Pay Refunds Credits & Deductions Forms & Instructions

Home / News Topics in the News / Coronavirus Tax Relief and Economic Impact Payments

Coronavirus Tax Relief and Economic Impact Payments

English | Espafiol

L We are offering tax help for taxpayers, businesses, tax-exempt organizations and others — including health plans —
‘ Topics in the News affected by coronavirus (COVID-19).

Coronavirus Tax Relief

N Rel i
ews Releases Economic Impact Payments

Multimedia Center We will start sending payments to most
o Americans in April.
Tax Relief in Disaster

Situations + Do not call
« Mnat nennla wan't nead tn take anv antinn
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ALSO IN SPANISH

pact-payments

§3 Alivio tributario por coronavi...
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1% €] Tax Cuts and Jobs Act Reso...

Citrix  Intranet  Jones Day Learning Channel Meeting Room Manager &] Digital Health - Home

BE= Un sitio web oficial del gobiemo de los Estados Unidos

Ayuda Noticias ‘ Espaiiol | f;‘ ‘Organizaciones caritativas y sin fines de lucro | E Profesionales de Impuestos

/" Alivio tributario por coronavirus y pagos de impacto econémico

Declarar impuestos Pagar Reembolsos Créditos y Deducciones

Paqina Principal (en inglés) / Noticias en Espafiol Temas en las noticias (en inglés)

Alivio tributario por coronavirus y pagos de impacto
econdémico

English | Espafiol

. Ofrecemos ayuda tributaria para contribuyentes, empresas, organizaciones exentas de impuestos y otros — incluidos
Temas en las noticias (en )
inglés) los planes de salud - afectados por el coronavirus (COVID-19).
Alivio tributario por el
coronavirus - P
Pagos de impacto econémico
Comenzaremos a enviar pagos a la mayoria de

Notas de Prensa
los estadounidenses en abril.

Centro multimediatico
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I UNEMPLOYMENT BENEFITS

 Information on what the CARES Act has done to expand
unemployment benefits is available in yesterday’s presentation by

James Urban of Jones Day.

— “Labor & Employment Considerations In A COVID-19 World”

* Find it here: https://pittsburghfoundation.org/covid-webinar-series
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TAX INCENTIVES
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EMPLOYEE RETENTION TAX CREDIT

- Refundable payroll tax credit equal to 50%
of qualified wages paid to certain
employees.

. Credit 1able t fit and for-profit - < ¢
redit available to nonprofit and for-profi “'\%\. 33%

employers whose --

— Operations were fully or partially
suspended, due to a COVID-19 &
related shut-down order, or S : =

— Gross receipts declined by more than
50% when compared to the same
quarter in the prior year.
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I EMPLOYEE RETENTION TAX CREDIT

* For employers with average of more than 100 full-time employees:

— Credit available only for qualified wages paid to employees who do
not perform services due to the partial or full shut-down of the
employer’s activities, or the drop in gross receipts.

* For employer with average of 100 full-time employees or fewer:

— Credit available for qualified wages paid during the shut-down

period or certain payroll quarters affected by the drop in gross
receipts.

* Qualified wages may not exceed lesser of $10,000 or the amount the
employee would have been paid for working an equivalent duration
during the 30 days immediately preceding the covered period.

|15
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I EMPLOYEE RETENTION TAX CREDIT (CONT.)

+ Qualified wages are those paid during the periods employer is
eligible, which can be as early as March 13, 2020 and as late as
December 31, 2020.

« Credit can be used to reduce payroll tax deposits and generate
an advance payment of a cash refund.

— New IRS Form 7200 available.

- Employer who receives a PPP loan is not eligible to claim the
employee retention tax credit.

- Employers can get immediately reimbursed by reducing
required deposits of payroll taxes withheld from employees’
wages.
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I DEFERRAL OF EMPLOYER SHARE OF SOCIAL SECURITY TAX

« Employers may defer payment of employer share of Social Security
tax (6.2%) on employee wages paid between March 27, 2020 and
December 31, 2020.

» Deferred taxes must be paid over the following two years:
— 50% by December 31, 2021
— 50% by December 31, 2022

 Payroll tax may not be deferred if the nonprofit receives a PPP loan
and has part or all of loan forgiven.
- Employers may reduce deposits to reflect deferral.
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ENHANCED CHARITABLE CONTRIBUTION DEDUCTION RULES

Nonitemizers may deduct up to $300 of charitable contributions in
addition to taking the standard deduction.

Individual taxpayers who itemize their deductions may fully deduct
cash charitable contributions made in 2020.

— Prior to the change, charitable contribution deductions were
limited to 50% of an individual taxpayer’s adjusted gross income.

Increases the limitation on cash charitable contributions made by
corporations from 10% to 25% of taxable income.

Increases the amount that corporations can deduct for contributions
of food inventory from 15% to 25% of taxable income.
| ]ONES
DAL 5



I TREASURY ECONOMIC STABILIZATION FUND

* Federal Reserve has issued information about Main Street New
Loan Facility:

— Loans available through main street banks

— “Eligible borrowers are businesses with up to 10,000 employees
or up to $2.5 billion in 2019 annual revenues.”

— Loans range from $1 million to $25 million

— No explicit information as of yet about eligibility of nonprofits to
borrow through this program.
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