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Executive Action

• Defense Production Act

• Executive Orders

Congressional Action

• Phase 1: Coronavirus Preparedness and Response Supplemental 
Appropriations Act

• Phase 2: Families First Coronavirus Response Act

• Phase 3: Coronavirus Aid, Relief, and Economic Security (CARES) 
Act

• SBA, Treasury, and Federal Reserve financial relief programs 
(grants, loans, and loan guarantees)

What’s Next? 

• Phase 3a: Interim CARES Supplemental

• Phase 4: CARES 2 – further relief and stimulus?

• Phase 5? – Additional stimulus?

Federal Government Response



Recoup and Recovery –
What Businesses Can Do Now



Near-Term Liquidity, Tax, and Unemployment
Business Provisions for COVID-19

• CARES Act primarily has three avenues to deliver financial 
support to businesses: 

• Direct Financial Support 
• $349 billion in forgivable loans for “small businesses” 
• $500 billion for medium-large businesses

• Tax and Debt Provisions

• Expanded Unemployment 



Direct Financial Support

• Small businesses, 501(c)(3) nonprofits, or veterans’ 
organization, tribes, self-employed individuals, sole 
proprietorships, and independent contractors with less than 
500 employees or the applicable size standard for the 
industry as provided by SBA, if higher. 

• Paycheck Protection Program (PPP) counts all individuals employed on 
full-time, part-time, or other basis. 

• The bill allows for businesses that are classified as accommodation or 
food services to count the 500 employee maximum per physical location. 

• Franchisees listed in the SBA franchise directory 

• Check your NAIC Code 



Paycheck Protection Program

• Loan period is February 15, 2020 and ending June 30, 2020.  

• Size of loan would equal 250% of employer’s average monthly payroll. Max loan amount 
is $10 million. 

• Allowable uses of the loan includes: payroll support including employee salaries, paid 
sick or medical leave, insurance premiums, and mortgage, rent, and utility payments.  

• Funds are provided in the form of loans that will be fully forgiven when used for payroll 
costs, interest on mortgages, rent, and utilities (due to likely high subscription, at least 
75% of the forgiven amount must have been used for payroll). 

• Loan payments will also be deferred for six months. No collateral or personal 
guarantees are required. Neither the government nor lenders will charge small 
businesses any fees.

• April 3, small businesses and sole proprietorships were eligible.

• Starting April 10, independent contractors and self-employed individuals can apply.



Paycheck Protection Program

• Eligibility: 
• The business was operational on February 15, 2020
• Had employees for whom it paid salaries and payroll taxes  
• Borrower needs to make a good faith certification that the loan is 

necessary due to COVID-19, will use funds to retain workers and 
maintain payroll, lease, and utility payments

• Not receiving duplicative funds for the same uses from another SBA 
program. 

• Waives collateral and personal guarantee requirements

• Interest rate is 1% 

• 2 year term 

• All payments deferred for 6 months 



Affiliation Rules

1. Affiliation based on ownership
• Majority Ownership
• Power to Control
• Deemed Management Control
• Minority Investor Negative Control

2. Affiliation arising under stock options, convertible securities and agreements to 
merge
• Options Deemed Exercised
• Speculative Options Excluded
• Letters of Intent, etc.
• Appearance of Termination of Control

3. Affiliation based on shared management or management agreement
• Shared Management 
• Board Control
• Management Agreement

4. Affiliation based on identity of interest



500+ Employee Companies
Main Street Lending Program

Other “Eligible Business” that have not otherwise received 
adequate economic relief in the form of loans or loan 
guarantees.

• $454 billion for loans, loan guarantees, and investments 
through Federal Reserve 13(3) lending program. Passenger 
air carriers received $25 billion, cargo air carriers received $4 
billion, and national security business received $17 billion in 
direct lending. 



Main Street Lending Program

• Includes special incentives for companies between 500-10,000 employees

• Funds required to be used to maintain at least 90% of recipient’s workforce, 
at full compensation and benefits, through 9/30/20

• Within 4 months of termination of the public health emergency, an 
intention to restore 90% of the workforce as it existed on 2/1/20

• Interest on loans not to exceed 2%, with no principal or interest payments 
due within 6 months

• Recipient is a U.S. business with significant operations and a majority of 
employees based in the U.S.

• Recipient will not outsource or offshore jobs for two years



Main Street Lending Program

• Will not pay dividends with respect to common stock during the life of the 
loan

• Will not repurchase stock during the life of the loan

• Will not abrogate existing collective bargaining agreements for term of loan 
plus two years

• Business must remain neutral in any union organizing effort for the term of 
the loan

• Recipient is not a debtor in bankruptcy

• Loan forgiveness is not permissible



CARES Act Tax and Debt Provisions

• Delays of payment of employer payroll taxes

• Modifications for net operating loss

• Modification of limitation on business interest

• Fixes treatment of qualified improvement property

• Modification to the AMT

• Creates a refundable payroll tax credit for 50% of wages paid by employers 

to employees during the COVID-19 crisis. 

• Note this can’t be combined with PPP

• Employers can provide a student loan repayment program on a tax-free 

basis. Employer may contribute up to $5,250 annually toward employee 

student loan and such a payment is not taxed. 

• Refundable tax credit for COVID sick and family leave



Unemployment Benefits

• Increase in Unemployment Compensation Benefits

• Provides an additional $600 per week payment to each recipient of 

unemployment insurance for up to four (4) months.  

• Expansion during 2020 for UI to cover individuals not otherwise covered by UI under a 

variety of conditions, including: COVID-19 diagnosis of the individual or a family 

member, family care obligations and school closures, or self-quarantine advice from a 

health provider

• Eligibility includes individuals who are unable or unavailable to work (but not 

actually laid off or unemployed) because their place of employment is closed “as 

a direct result of the COVID-19 public health emergency”

• Does not include employees who can telework with pay or who are receiving paid 

leave benefits.

• Full federal funding of the first week of compensable regular unemployment for states 

with no waiting week



Unemployment Benefits

• Financing of short-time compensation payments

• Provides funding to support “short-time compensation” programs, where 

employers reduce employee’s hours instead of laying off workers and 

the employees with reduced hours receive a pro-rated unemployment 

benefit. This provision would pay 100 percent of the costs they incur in 

providing short-time compensation through December 31, 2020.  

• Allows an employee who was laid off by an employer March 1, 2020, or later 

to have access to paid family and medical leave in certain instances if they 

are rehired by the employer. Employee would have had to work for the 

employer at least 30 days prior to being laid off.

• Employers receive an advance tax credit from Treasury instead of having to 

be reimbursed on the back end for paid sick leave.



State Mandated Non-Essential Business Closures

Non-Essential Business Closures – How to 
Continue Critical Operations

Governors in GA, IA, ND and VA have closed many, but not all, non-essential businesses



Crisis Communications During COVID-19

 Setting expectations: Consistency in timing
 Seizing opportunities: Positive press, competitive intelligence
 Considering audiences: Tailoring your message



Procurement and Sourcing



Questions? 
Find the latest updates on www.mwcllc.com

/McGuireWoodsConsulting @mwconsulting


