COVID-19 Crisis
Survival Kit for Businesses

DISCLAIMERS
▸ The information that we share changes almost daily
▸ We encourage you to consult your attorney and CPA for
additional insight on the best course of action
▸ Please check your city and states resources, as multiple
initiatives have been launched to help small businesses in
these most trying times
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Value - Protect - Grow - Transfer
Wilfrid Baptiste
Business Advisor
866.667.2737 - will@blindspotﬁnancial.com
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Our Value Chain
VALUE
▸
▸

Largest part of
your net worth
Planning is (at
best) approximate
if business value is
unknown

PROTECT
▸
▸

Adequately cover
insurable risks
Assess customer,
vendor, or product
concentration, as
well as
over-reliance on
key employees or
markets

GROW
▸
▸

Preserve the value
of the business
Grow in a manner
that maximizes
company value

TRANSFER
▸
▸
▸

Liquidation
Transfer to an
insider
Transfer to a 3rd
party
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CARES ACT - LATEST UPDATES
▸ Latest relief bill was signed into law last Friday
▸ PPP re-opened today at 10:30 EST - EIDL still closed
▸ We do not recommend putting in an application on every portal that you come
across that is accepting them.
▸ However, it should be OK to put in a new application at a local bank or credit union if
you have not been able to make progress on your existing application.
▸ Because of the amount of applications already in the pipeline for both
programs, it has been speculated that the second round of ﬁnancing will be
depleted faster than the ﬁrst.
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Our Agenda
Small Business Help
▸
▸
▸
▸

SBA Loan Programs
Cash Flow Relief
Tax Credits
Strategic Considerations
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CARES ACT
SBA PROGRAMS
▸ Paycheck Protection Program
▹

Exhausted initial allocation of $349 billion - $310 billion in new funding

▸ Economic Injury Loans & Grants
▹

Exhausted initial allocation of $10 billion - $60 billion in new funding

▸ SBA Debt Relief Program
▹

Allocation of $17 billion
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PPP - YOU ARE ELIGIBLE IF YOU:
▸

Have fewer than 500
employees

▸
▸

Are a sole proprietor,
independent contractor,
or other self-employed
individual

Were in operation on
February 15, 2020

▸

Need the loan due to the
uncertainty of current
economic conditions
caused by COVID-19

▸

Are not receiving
duplicative funds for the
same uses from another
SBA program
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PPP - NEW FUNDING DETAILS
Out of the $310 billion of new funding, there have been 2 carve outs:
▹ $30 billion for ﬁnancial institutions with assets under $10 billion
▹ $30 billion for ﬁnancial institutions with assets between $10 and $50 billion
▸ The rationale is that those smaller ﬁnancial institutions tend to be regional banks,
credit unions, and other community-based lenders.
▸ "Mom & Pop" shops, minority- and women-owned businesses, and small
companies in general have complained about being shut out of the ﬁrst round of
PPP dollars. This is intended to address the problem.
▸
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PPP - NEW FUNDING DETAILS
JP Morgan approved $14 billion worth of applications in the PPP’s ﬁrst phase. Here’s
how they’re handling their $26 billion backlog:
▸

▸

People in Phase 1: “Your application is still in Stage 1, with an extremely large volume of
applications ahead yours,” the bank said. “We wanted to give you this information, so that
you can decide if you would like to try applying with another lender.”
People in Phase 2: As soon as the SBA gives the green light, we’ll begin submitting
applications from our queue starting with the many small business owners in Stage 3 –
Awaiting SBA approval.
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PPP - NEW FUNDING DETAILS
Banks have continued to process applications and making sure they are ready to
be put through for approval on E-Tran, the SBA’s processing system.
▸ Most banks’ plan of attack will be to immediately load processed applications into
the SBA system, and then move on people who are continuing to apply now and
are being loaded into their queues.
▸ The new restrictions on how the funds are allocated mean that there’s
going to be a little more checks in place.
▸
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PPP - NEW FUNDING DETAILS
Working with the right lender may help: you may ﬁnd shorter lines and more
personalized service if they work with smaller lenders, such as community banks
▸ Bigger lending institutions will run through their funds more quickly
▸ You may also beneﬁt from working with an institution that already has
experience with SBA loans
▸ A lot of lenders jumped on the chance to be involved with the PPP loans, but
many had never dealt with the SBA previously, so they weren’t as
knowledgeable about the agency’s processes and procedures. That may have
caused delays.
▸
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PPP - LOAN MAXIMUM
The maximum loan size is always $10 million.
Most applicants:

Seasonal businesses:

New businesses:

Your max loan is equal
to 2.5 times your
average monthly
payroll costs for 2019.

Your max loan is equal
to 2.5 times your
average monthly
payroll costs between
February 15th, 2019
and June 30th, 2019.

Your max loan is equal
to 2.5 times your
average monthly
payroll costs between
January 1, 2020 and
February 29, 2020.
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PPP - LOAN MAXIMUM CALCULATION
The calculation of how much a business can borrow does not include
compensation paid to 1099 independent contractors
▸ The $100,000 per-employee cap applies to the employee’s salary. Other
payroll costs are to be accounted for over and above this cap.
▸ Payroll costs computation: an AICPA-led coalition recommended on
Saturday that payroll providers and CPAs use gross payroll based on
2019 data instead of net payroll (deﬁned as gross payroll minus federal
withholding and employee FICA)
▸ Workers compensation premiums are not included
▸
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SOLE PROPRIETORS - LOAN CALCULATION
1. How to calculate application amount if you have no employees:
a. Find 2019 Schedule C, line 31, net proﬁt amount.
i. If > $100k, set to $100k.
ii. If = $0, you are not eligible for PPP
b. Divide above by 12
c. Multiply above by 2.5
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SOLE PROPRIETORS - LOAN CALCULATION
▸

▸

▸
▸

How to calculate amount if you have employees:
▹ Calculate net proﬁt as above.
▹ Add 2019 gross wages/tips paid to employees as per 2019 IRS Form 941 (line 5c, column 1) for every
quarter, but:
▹ Subtract any amounts paid to employees over $100K
▹ Subtract any amounts paid to employees with principal residence outside the US.
Add any beneﬁts such as:
▹ Employer Health Insurance contributions (Schedule C, line 14)
▹ Retirement contributions (Schedule C, line 19)
▹ State/local taxes assess on employee compensation
Divide above by 12
Multiple above by 2.5
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PPP - ALLOWABLE USES
You can use the proceeds of the loans for the following:
▸
▸
▸
▸
▸

payroll costs
mortgage payments
rent (including rent under a lease agreement)
utilities; and
any other debt obligations that were incurred before the
covered period.
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PPP - LOAN ATTRIBUTES
▸ You qualify for 2.5X your monthly payroll
▸ The interest rate is ﬁxed, at 1%
▸ All payments are deferred for 6 months; however interest
will continue to accrue during this period
▸ Loan is due in 2 years
▸ There are no prepayment penalties or fees
▸ No collateral is required
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PPP - LOAN ATTRIBUTES (Continued)
▸ There is no personal guarantee requirement
▸ The "no credit elsewhere" requirement has been waived
▸ All loans will have the same term regardless of lender or
borrower
▸ There are no lender fees and agents can not charge
fees to borrowers
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PPP - LOAN USE FINE PRINT
Payroll costs include:
▸
▸
▸
▸
▸
▸
▸
▸

Salary, wages, commissions
Cash tips
Vacation, paternal, family, medical, or sick
leave
Allowance for dismissal or separation
Health care premiums
Pre-retirement beneﬁts
State and local employment taxes
Independent contractor or sole proprietor
income

Payroll costs exclude
▸
▸

▸

Employee/owner salary over $100,000,
prorated for the covered period
Compensation for any employee whose
principal place of residence is outside of the
United States
Sick and family leave wages for which credit
is allowed under the Families First Act
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PPP - LOAN FORGIVENESS PROVISION
▸

▸
▸
▸

Forgiveness on a covered loan is equal to the sum of the following costs incurred during the
covered 8 week period:
▹ Payroll expenses;
▹ Interest payment on any mortgage incurred before Feb. 15, 2020;
▹ Rent on any lease in force before Feb. 15, 2020; and
▹ Utilities for which service began before Feb. 15, 2020.
You will owe money when your loan is due if you use the proceeds for anything other than
payroll costs, mortgage interest, rent, and utilities over the 8 weeks after getting the loan
Eligible payroll costs do not include the portion above $100,000
Your wage expense will be compared to the prior year, to ensure you have maintained
employees
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PPP - LOAN FORGIVENESS PROVISION
▸
▸
▸

▸
▸
▸
▸

The amount forgiven will be reduced proportionally if you decrease your employee headcount
Your loan forgiveness will also be reduced if you decrease salaries and wages by more than
25% for any employee that made less than $100,000 annualized in 2019
To encourage employers to rehire any employees who have already been laid off due to the
COVID-19 crisis, borrowers have until June 30th to restore their full-time employment and
salary levels for changes made between February 15, 2020 and April 26, 2020.
Canceled indebtedness will not be included in the borrower’s taxable income.
Any loan amount that is not forgiven will amortize over a period of 2 years
Accrued interest on the forgiven principal amount will also be canceled.
Payroll cost is required to constitute at least 75% of the forgiven amount
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PPP - LOAN FORGIVENESS PROVISION
You must apply through your lender for forgiveness on your loan. In this application, you
must include:
▸
▸
▸

▸

Documentation verifying the number of employees on payroll and pay rates, including IRS
payroll tax ﬁlings and State income, payroll and unemployment insurance ﬁlings.
Documentation verifying payments on covered mortgage obligations, lease obligations, and
utilities.
Certiﬁcation from an authorized representative of your business or organization that the
documentation provided is true and that the amount that is being forgiven was used in
accordance with the program’s guidelines for use.
The lender must make a decision on the forgiveness within 60 days
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PPP - WHERE AND WHEN CAN YOU APPLY?
▸

▸

Sole proprietorships and
small businesses started
applying on April 3rd
Independent contractors
and self-employed
individuals started
applying on April 10th

▸

▸

There could be a material
difference between
application date and
when the money hits
your bank account
You can apply through
any participating SBA
7(a) lender, credit union,
or Farm Credit System
institution

▸

▸

Other regulated lenders
might be available to
make these loans once
they are approved and
enrolled in the program
If your bank participates,
that is going to be your
best chance.
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AICPA RECOMMENDATIONS - FOR EMPLOYERS
1.

2.

Federal payroll tax reports: 2019 IRS quarterly reports on Form 941 and annual Forms 940 or 944. If
your organization uses a Professional Employer Organization (PEO) you can supply other supporting
documents
Compensation: Payroll reports for calendar year 2019, which will include the following:
a. Gross wages for each employee, including ofﬁcer(s) if paid W-2 wages.
b. Paid time off, vacation pay and family medical leave pay for each employee if not included in gross
wages.
c. State and local taxes assessed on an employee’s compensation (i.e. SUTA).
d. For seasonal businesses, use a 12 week period beginning February 15, 2019 or March 1, 2019.
e. For organizations that were not in business during the period February 15, 2019 through June 30,
2019, use January 1, 2020 to February 29, 2020.
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AICPA RECOMMENDATIONS - FOR EMPLOYERS
3.

4.

Group health care beneﬁts: Documentation showing total costs paid for all health care beneﬁts,
including insurance premiums paid by the organization under a group health plan.
a. Include all employees and company owners.
b. Do not include employee withholdings for their portion of contributions to the plan.
c. Reporting period to match the compensation period included in item 2
Retirement plan beneﬁts: Documentation showing the sum of all retirement plan funding costs paid
by the organization.
a. Include funding for all employees and the company owners.
b. Do not include employee withholdings for their portion of contributions to the plan.
c. Reporting period to match the compensation period included in item 2
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GATHERING EMPLOYER DOCUMENTS
Master Payroll Report: Many small businesses use payroll processing companies that can
provide a master payroll report that includes items 1 and 2 on the previous page. Additionally, if
the payroll processing company also supports your health care and retirement beneﬁt reporting,
items 3 and 4 may also be included in the master payroll report.
Independent contractors not included in employer payroll calculation: Some lenders
originally requested that data include 1099s for independent contractors. However, 13 CFR Part
120, Issued by the SBA on April 2nd states in item 2h (page 11) for a loan application that
independent contractors should NOT be included in the payroll calculation for employers as any
independent contractor should be submitting their own loan application.
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SBA Economic Injury Disaster Loans
Small businesses in all US states and territories are currently eligible to apply for a
low-interest loan.
These loans are processed, underwritten and issued by the government, in direct
collaboration with state Governors
Potentially Eligible Companies:
▸
▸
▸
▸
▸

Small Businesses (500 employees or less)
Sole proprietorships, with or without employees, and independent contractors
Small Agricultural Cooperatives and ESOPs (500 or fewer employees)
Most Private Nonproﬁt Organizations
Tribal Small Business Concerns
28
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EIDL - New Funding
The $60 billion of new funding is split as follows:
▹ $10 billion for disaster grants
▹ $50 billion for disaster loans
▸ 4 million small business owners applied for over $400 billion in aid
▸ As of April 20th, the SBA had approved 26,919 disaster loans totaling
$5.57 billion and 755,476 EIDL emergency grants totaling $3.29 billion
▸ The disaster loan program has been essentially shut down. With the new
funding, it will reopen, but with so many applications already in the pipeline, we
are not sure what the net result will be in terms of taking new applications.
▸
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SBA Economic Injury Disaster Loans
▸

▸

▸

Substantial economic injury means
the business is unable to meet its
obligations and to pay its ordinary
and necessary operating expenses
Capped at 3.75% (2.75% for
nonproﬁts), EIDLs provide the
necessary working capital to help
small businesses survive until normal
operations resume after a disaster.
The repayment term is not to exceed
30 years

▸

▸

▸

The SBA can provide up to $2 million
to pay ﬁxed debts, payroll, accounts
payable and other bills that can’t be
paid because of the disaster’s impact.
Your loan amount will be based on
your actual economic injury and your
company’s ﬁnancial needs. They will
review ﬁnancials month by month
The ﬁrst month’s payments are
deferred a full year from the date of
the promissory note.
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SBA Economic Injury Disaster Loans
The following changes were made to the EIDL program during the covered period for loans made
in response to COVID-19:
▸
▸
▸
▸

Rules related to personal guarantees on advances and loans of $200,000 or less: waived for
all applicants;
"1 year in business prior to the disaster" requirement: waived. Caveat: the business must
have been in operation on January 31, 2020)
Applicant be unable to ﬁnd credit elsewhere: requirement waived
SBA is allowed to approve applicants based solely on credit scores (no tax return
submission required) or “alternative appropriate methods to determine an applicant’s ability
to repay.”
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SBA Economic Injury Disaster Loans
▸
▸

▸

Entities applying for EIDLs may request an emergency advance of up to $10,000, which
does not have to be repaid, even if the loan application is later denied.
Advances are to be awarded within three days of an application and may be used for:
▹ Providing sick leave to employees unable to work due to direct effect of COVID-19;
▹ Maintaining payroll during business disruptions during slow-downs;
▹ Meeting increased supply chain costs;
▹ Making rent or mortgage payments; and
▹ Repaying debts that cannot be paid due to lost revenue.
There is no forgiveness provision
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EIDL 3-Step Process
Step 1: Application

▸
▸
▸

You may borrow up to $2
million for physical damage
You may borrow up to $2
million for Economic Injury
You may apply for a
maximum business loan
(physical and EIDL) of $2
million

Step 2: Veriﬁcation & decision

▸

▸

You may request an
advance of not more than
$10,000, must be
disbursed within 3 days
Some applicants are
getting offers for a
$15,000 working capital
LOAN at 3.75%

Step 3: Loan closing and
disbursement
▸
▸

▸

Sign closing documents
Once signed, initial
disbursement within 5 days
▹ $25,000 for physical
damage
▹ $25,000 for economic
injury
Case manager for
compliance and subsequent
disbursements

Source: https://disasterloan.sba.gov/ela/Documents/Three_Step_Process_SBA_Disaster_Loans.pdf
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Other Cash Flow Relief
The CARES Act postpones the due date for depositing employer payroll
taxes and 50% of self-employment taxes related to Social Security and
Railroad Retirement and attributable to wages paid during 2020.
The deferred amounts would be payable over the next two years – half due
December 31, 2021, and half due December 31, 2022
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Small Business Debt Relief Program
This program will provide immediate relief to small businesses with
non-disaster SBA loans, in particular 7(a), 504, and microloans.
Under it, SBA will cover all loan payments on these SBA loans, including
principal, interest, and fees, for six months. This relief will also be available
to new borrowers who take out loans within six months of the President
signing the bill into law.
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Workers Compensation
PREMIUM
=
Payroll (per $100)
X
Class Code Rate
X
Experience Modiﬁer (if applicable)
+
State Taxes & Fees
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Workers Compensation
▸
▸

▸
▸

Pay as you go workers’ compensation allows you to make premium payments each time you
run payroll.
Traditional workers’ comp plans require large lump sum payments to cover the estimated cost
of your liability. But with pay as you go workers’ comp, the amount you pay is based on each
payroll you run. If you add or lose employees, your premium liability will change.
Making hefty annual payments can put a strain on your business budget and harm business
cash ﬂow management.
With pay as you go workers’ comp insurance, your payments are not estimates. Instead, you
pay the money you owe based on your payroll. This lets you pay accurate premium amounts
and avoid over- or under-estimating.
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Employee Retention Credit
▸
▸

▸

▸

Coverage period: wages paid after March 12, 2020 and through December 31, 2020.
Eligibility. The credit applies to your business if it:
▹ is fully or partially suspended due to a governmental order related to COVID-19, or
▹ experiences a signiﬁcant decline in gross receipts (i.e., a reduction of 50 percent of gross
receipts from the same quarter in 2019)
Calculation. The credit is equal to 50% of the qualiﬁed wages paid by the employer with
respect to each employee. These wages are capped at $10,000 per employee for all quarters.
Given this wage cap and the 50 percent of qualiﬁed wages limit, the maximum Credit is $5,000
per employee.
For employers with 100 or fewer full-time employees, all wages qualify for the credit
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Employee Retention Credit
▸

▸

The Credit does not apply if an employer takes a Paycheck Protection Program loan. The
Internal Revenue Service (IRS) has been granted authority to recapture the Credit when a Paycheck
Protection Program loan is obtained in a subsequent quarter.
The IRS has issued guidance on how to claim the Credit.
▹ First, the Credit is used to reduce the required deposits of payroll taxes for each quarter that
have been withheld from an employee’s wages. The employer keeps the withheld payroll taxes
(instead of depositing the taxes with the IRS) in an amount up to that of the Credit. This frees
up cash ﬂow by eliminating the deposit requirement.
▹ Second, starting with the second quarter of 2020, Credit amounts in excess of the required
employment tax deposits can be refunded by ﬁling Form 7200 to receive an advance refund of
the Credit.
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Families First Coronavirus Response Act
▸ The FFCRA requires employers to provide paid leave through two separate
provisions:
▹ The Emergency Paid Sick Leave Act (EPSLA), which entitles workers to
up to 80 hours of paid sick time when they are unable to work for
certain reasons related to COVID-19, AND
▹ The Emergency Family and Medical Leave Expansion Act (Expanded
FMLA), which entitles workers to certain paid family and medical leave.
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Families First Coronavirus Response Act
Emergency Paid Sick Leave Act. The EPSLA requires eligible employers to provide to all employees:
▹ Two weeks (up to 80 hours) of paid sick leave at the employee’s regular rate up to a
maximum of $511 per day and $5,110 in the aggregate (over a two-week period) if the employee is
unable to work (or telework) because the employee is quarantined, and/or experiencing COVID-19
symptoms and seeking a medical diagnosis, OR
▹ Two weeks (up to 80 hours) of paid sick leave at two-thirds the employee’s regular rate of
pay up to a maximum of $200 per day and $2,000 in the aggregate (over a two-week period) in
instances where the employee is unable to work (or telework) because of a bona ﬁde need to care for
an individual subject, to quarantine or care for a son or daughter of such employee (under 18 years of
age) whose school or child care provider is closed or unavailable for reasons related to COVID-19.
The total required sick leave period is two weeks at the rate speciﬁed under the applicable provision above.
▸
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Families First Coronavirus Response Act
▸

Family Paid Leave Refundable Credit. In addition to the paid sick leave credit, the Expanded FMLA
requires an eligible employer to provide to employees that it has employed for at least 30 days:
▹ Up to an additional 10 weeks of expanded paid family and medical leave at two-thirds of the
employee’s regular pay if the employee is unable to work (including telework) due to a need to care
for a child whose school is closed or whose child care provider is unavailable for reasons related to
COVID-19.

In addition to the sick leave credit, eligible employers are entitled to a refundable child care tax credit for the
payment of expanded paid family and medical leave equal to two-thirds of the employee’s regular pay, up to a
maximum amount of $200 per day or $10,000 in the aggregate (paid over a ten-week period).
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Financial Blind Spot - How we can help
We can assist you in getting the help you need in this time of crisis, by offering
complimentary assistance with PPP & EIDL related questions.
In order to survive this crisis, you need sound fundamentals. We have
developed the Sound Fundamentals program. The options are:
▸ One-hour session ($150 one-time fee)
▸ 3-month plan ($699/month)
▸ 12-month plan ($499/month)
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Sound Fundamentals Program
Here’s how we will work together (monthly plans):
▸ 4 (1-hour) strategy calls which will be held over 2 months (about 2 weeks apart)
with some homework in between
▹ Valuation (value drivers, cash ﬂow mapping, current business value)
▹ Protection (insurance analysis, non-insurable risks mitigation)
▹ Growth (leadership team development, diversiﬁcation)
▹ Transfer (ownership transition planning, buy-sell planning)
▸ 3-month plan: 1-hour “exit meeting” at the end of month 3.
▸ 12-month plan: monthly accountability meetings (1-hour).
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Sound Fundamentals Program
What you’ll get (monthly plans):
▸ Cash ﬂow map: tell your cash ﬂow where to go, instead of wondering where it went
▸ Valuation report: no more guessing what your company is worth
▸ Value driver report: what are the levers you can pull to increase company value
▸ Risk exposure report: properly assess insurable and non-insurable risks
▸ Personal ﬁnancial statement: beyond the numbers, how how exposed are you?
▸ Building business credit and managing personal credit
▸ How much do your goals depend on the business being successful?
▸ Should you diversify inside or outside of the business?
▸ Should you pre-fund your transfer out of the business?
▸ What if things don’t go as planned?
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