
U.S. Pandemic Response Includes Broad 
Support for Businesses and Nonprofits

Summary

The federal government has unleashed a number of programs and tax 
changes providing relief to businesses and nonprofits weathering the 
pandemic. Most changes are temporary in nature, designed to free up cash 
for immediate needs, allow employers to retain and pay employees and ease 
COVID-19’s economic consequences. Highlights:

• Paycheck Protection Program

• Employee retention credit

• Disaster Assistance Loans (EIDL)

• Deferred payment of payroll taxes

• Repeal of NOL limitations

• Corporate minimum tax credit accelerated

• Increased interest expense deduction

• Bonus depreciation

Lisa M. Whitcomb
Director of Wealth Strategy

Overview

The Coronavirus Aid, Relief, and Economic 
Security (CARES) Act was signed into law on 
March 27, 2020 and is the third of three major bills 
providing economic assistance, strengthened 
unemployment assistance and health care 
funding. It serves as yet another pillar in the 
structure designed to support businesses and 
nonprofits through the pandemic that has 
caused the current bear market. This piece is 
intended to give readers a high-level overview 
of the opportunities and how they interrelate. 
It does not address the collateralized direct 
commercial loans to mid-size businesses also 
authorized by the CARES Act.

We encourage readers to seek more details 
regarding the requirements, caps and 
restrictions for each opportunity as they pursue 
implementation.

Paycheck Protection Program

The Payment Protection Program is authorized 
through the Small Business Administration. Eligible 
borrowers can apply for a single eight-week, 
fixed-rate loan at 1% through any existing SBA 
lender (generally a commercial lender or credit 
union.) At the end of the eight-week period, 
the loan is forgiven so long as all loan criteria 
are met, the funds properly used and full-time 
employees retained for the eight weeks. 



Who is eligible? All business with 500 or fewer 
employees, including 501(c)(3) organizations, 
veterans organizations, sole proprietorships, 
self-employed individuals, and independent 
contractors. Certain restrictions that apply to 
other SBA programs regarding franchisees and 
affiliated organizations may be waived, see 
here,

Are there restrictions on how loan proceeds 
can be used? Yes, eligible expenses are 
limited to: payroll and benefit costs, mortgage 
interest, and rent and utility costs over the 
eight-week period after the loan is made. 
Eligible payroll support/compensation is limited 
to that paid to individuals, with individual 
annual salaries capped at $100,000.

What is the loan limit? Subject to a $10 million 
cap, the loan amount is determined by a 
formula based on two months of the business’ 
average monthly payroll costs from last year, 
plus an additional 25% of that amount. 

When is the application window? Small 
businesses, nonprofits and sole proprietorships 
can apply for loans starting April 3, 2020. 
Independent contractors and self-employed 
individuals can apply beginning April 10, 2020. 
All loan applications must be complete by 
June 30, 2020.

When is the loan forgiven? The borrower 
submits a request to the lender at the end 
of the eight weeks, certifying the manner in 
which the loan proceeds were used. It will be 
fully forgiven at the end of the eight weeks, so 
long as the business complies with the usage 
restrictions and the full staff and payroll are 
maintained for the entire eight-week period.

What happens if, despite the loan, the 
business reduces staff? You have until June 

30, 2020 to restore all full-time employees laid 
off or furloughed between February 15 and 
April 26, 2020. If you are not able to fully restore 
staff, or the reduction occurs after April 26, 
but before the end of your loan period, your 
loan forgiveness will be reduced and any 
unforgiven portion of the loan must be repaid 
within two years of the borrowing date.

For more information and loan application 
documents, click here. 

Employee retention credit 

Background: The Families First Coronavirus 
Response Act (FFCRA), passed March 18, 2020, 
requires many employers to pay sick leave 
wages, family leave wages, and healthcare 
expenses to employees absent for COVID-
19-related reasons. The FFCRA provides for a 
refundable tax credit to the employer for up to 
100% of qualified leave wages and health plan 
expenses for those employees.

The CARES Act credit: The employee retention 
credit is also a refundable tax credit against 
payroll tax. Its intent is to assist employers 
who continue paying employees who would 
otherwise be unemployed or under-employed. 
Separate from FFCRA, the CARES Act partially 
funds payments to employees by providing a 
refundable payroll tax credit for 50% of wages 
paid by eligible employers to eligible employees. 
The credit is capped at the first $10,000 in wages 
and health benefits paid per employee. An 
employer may not take advantage of both the 
Payroll Protection Program and the employee 
retention credit.

An employer may be eligible for both the FFCRA 
credit and the employee retention credit so long 
as the same wages and health insurance costs 
are not claimed twice. However, an employer 

https://www.sba.gov/federal-contracting/contracting-guide/size-standards
https://home.treasury.gov/policy-issues/top-priorities/cares-act/assistance-for-small-businesses


as the same wages and health insurance costs 
are not claimed twice. However, an employer 
cannot receive both the employee retention 
credit and a Paycheck Protection Loan.

Who is an eligible employer? Any employer or 
tax-exempt organization, whose operations 
have been fully or partially suspended 
as a result of a government order limiting 
commerce, travel or group meetings. In 
addition, it includes an employer who may 
not have suspended business, but has 
experienced a greater than 50% reduction in 
quarterly receipts, measured year-over-year. It 
does not include self-employed persons.

Who are eligible employees? For employers 
who had fewer than 100 full-time employees in 
2019, it is all employees. For larger employers, 
the CARES Act retention credit applies only to 
the wages of employees who are furloughed 
or face reduced hours as a result of their 
employers’ closure or reduced gross receipts.

Disaster Assistance Loans

The Small Business Administration has an existing 
Economic Injury Disaster Loan (EIDL) program; 
it has been expanded for the purposes of 
providing emergency funds during this crisis. 

EIDL loans are available directly from the SBA for 
up to $2 million for small businesses to recover 
from temporary losses following a declaration of 
statewide economic injury; CARES specifically 
includes the COVID-19 pandemic. Loans are 
available to pay fixed debts, payroll, accounts 
payable and other bills. For the remainder of this 
calendar year, the EIDL loans will be available 
not only to traditional small businesses, but also 
to “private nonprofit organizations,” agricultural 
coops, sole proprietorships, independent 
contractors and any business, coop, ESOP 

or tribal small business with fewer than 500 
employees. 

The CARES Act also created emergency EIDL 
Grants. Recognizing that the loan process may 
take too long to save a business or nonprofit, 
the applicant may apply for a $10,00 EIDL Grant 
at the same time the loan application is made. 
The grant can be paid out within three days of 
application and will not need to be repaid, even 
if the loan application is denied. 

Are there restrictions on how the loan 
proceeds can be used? Under the CARES 
Act, the loan uses have been expanded from 
simply working capital to also include paying 
sick leave to employees for COVID-19- related 
leave, maintaining payroll to retain employees 
and meeting increased costs to obtain 
materials unavailable from the business’s 
original source because of supply chain issues.

Can the business apply for both the Paycheck 
Protection Program and an EIDL loan? No, not 
for COVID-19 related purposes. However, a 
business that already has an unrelated EIDL 
loan is not precluded from applying for the 
Payment Protection Program. Existing EIDL 
borrowers should consider refinancing with a 
Payment Protection Program loan if they meet 
all the eligibility requirements. 

What is a “private nonprofit organization”?  
For purposes of EIDL, the loans are not limited 
to Section 501(c)(3) organizations. The term 
also includes many other types of nonprofit 
organizations, such as business leagues, social 
clubs and credit unions. However, there are 
exclusions for certain religious organizations 
and organizations primarily engaged in 
political or lobbying activities.

For more information, click here.

https://www.sba.gov/sites/default/files/articles/EIDL_Information_and_Documentation_-_3-25-2020_FINAL.pdf


Deferred payment of payroll taxes

All employers may defer payment of the 
employer’s share of payroll taxes from March 
27,2020, through December 31, 2020. The 
deferred taxes are payable one-half on 
December 31, 2021, the remainder on December 
31, 2022. However, there is no deferral available 
if the employer obtained a loan under the 
Paycheck Protection Program and has that loan 
forgiven. 

50% Self-employment tax-deferred

Self-employed individuals pay self-employment 
tax as a component of their estimated quarterly 
personal income tax payments. For purposes of 
computing those estimated tax payments, self-
employed individuals are permitted to disregard 
50% of the self-employment taxes otherwise due 
for the remainder of 2020. Half of the deferred 
payment is due to the IRS on December 31, 2021, 
and the remainder on December 31, 2022. 

Repeal of NOL limitations

Net operating loss limitations have been 
temporarily modified to allow businesses to more 
easily use these losses. For NOLs generated in 
2018-2020 only, NOLs can be carried back five 
years and the 80% use limitation is eliminated. 
Available NOLs can be used to offset 100% 
of taxable income, assuming the NOL is not 
otherwise limited by changes of ownership or 
other pre-existing restrictions. 

Corporate minimum tax credit accelerated

The 2017 Tax Cuts and Jobs Act (TCJA) repealed 
corporate alternative minimum tax and created 
refundable AMT credits available until 2021. As 
soon as further instructions are issued, companies 
with currently outstanding AMT credits will be 

able to claim a credit now rather than waiting 
until 2021. The 30% limit will continue to apply to 
partnerships.

Increased interest expense deduction

The 2017 TCJA limited deductions for business 
interest expense to 30% of adjusted taxable 
income. The CARES Act increases the limitation 
to 50% of taxable income, allowing businesses 
that have to borrow to take these expenses more 
quickly.

Bonus depreciation

This is more of a technical correction to the 2017 
TCJA, but this provision does enable businesses 
to immediately write off some costs associated 
with leasehold improvements, rather than 
depreciating the improvements over the 39-year 
life of the building. This change is retroactive to 
2017 and is not temporary.

Charitable deductions

The deduction limitation applied to corporations 
for 2020 is increased to 25% of taxable income, 
from 10%. New rules also apply to deductions for 
food inventory. 

Unemployment benefits

Some nonprofits have elected out of 
participating in state unemployment plans 
and instead self-insure. When employees then 
apply for unemployment benefits, the state is 
reimbursed by the nonprofit. The CARES Act 
provides a special benefit to these self-insuring 
nonprofits, and will reimburse them for 50% of 
the amount paid for unemployment benefits 
between March 13, 2020 and December 31, 
2020.
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