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Please be advised that the following information is provided only for general informational
purposes. The application of this law and its scope are still being interpreted and developed, and
the details and circumstances of their application are changing daily. Financial decisions of
this nature should not be guided by a newsletter update from a law firm. However, we do provide
this information for businesses to use as a “jumping off” point for detailed and determinative
discussions with their accounting and financial advisors. Please make certain that whatever
determinations your business makes are based on your financial advisor’s best understanding
of the current application of the law.

In response to the Covid-19 crisis, on Friday, the President signed into law unprecedented
legislation. In addition to the direct financial benefits to most U.S. households, there are numerous
provisions in the bill that should favorably impact small businesses in Washington State and across
the nation.

A sample of some of the benefits available to Washington Small (and Larger) Businesses are as
follows:

Economic Injury Disaster Loans (EIDLs) and Emergency Economic Injury Grants:

These existed before the CARES act was passed, but what are they, generally?

e Loansare up to $2M

e The term is 30 years

e Interest Rates are 3.75% for small business and (2.75% for non-profits)

o The first month’s payments are deferred a full year from the date of the promissory note.

The CARES Act provides additional provisions not previously available:

o Prior to the CARES Act, a Pandemic Event has never been defined as a disaster used as a
basis for granting EIDL benefits

An emergency ADVANCE of up to $10,000 can be requested:

e According to the US Senate Committee on Small Business & Entrepreneurship:

o “These grants provide an emergency advance of up to $10,000 to small businesses
and private non-profits harmed by COVID-19 within three days of applying for an
SBA Economic Injury Disaster Loan (EIDL). To access the advance, you firstapply
for an EIDL and then request the advance. The advance does not need to be repaid
under any circumstance, and may be used to keep employees on payroll, to pay
for sick leave, meet increased production costs due to supply chain disruptions, or
pay business obligations, including debts, rent and mortgage payments.” (Emphasis
in original)
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Paycheck Protection Program (PPP) for Small Businesses:

The PPP can be applied for at any approved lending institution
o According to the US Senate Committee on Small Business & Entrepreneurship:

» “There are thousands of banks that already participate in the SBA’s lending
programs, including numerous community banks. You do not have to visit
any government institution to apply for the program. You can call your bank
or find SBA-approved lenders in your area through SBA’s online Lender
Match tool:  https://www.sba.gov/funding-programs/loans/paycheck-
protection-program. You can call your local Small Business Development
Center: https://www.sba.gov/tools/local-assistance/sbdc/ or
Women’s Business Center: https://www.sba.gov/local-
assistance/find/?type=Women's%20Business%20Center&pageNumber=1
and they will provide free assistance and guide you to lenders.”

Businesses are eligible for a loan if they employ 500 or fewer employees and were in
existence before 2/15/2020

o There are also carveouts for certain other industries, certain Tribal businesses, and

certain non-profits

o PPP may also be available for independent contractors and gig workers
These loans are available in an amount equal to the LESSER of either:

o 250% of the average monthly payroll expenses, or

o $10M
If the loans are used to cover certain expenses during the 8-week period after the business
takes out the loan, the principal (in whole or in part) may be FORGIVEN

o The “Forgivable” PPP loan amount is intended to cover an 8-week period

= 8-week period may be applied to any time from between 2/15/2020 and

6/30/2020
o Inorder to be FORGIVEN, PPP loan payments must be used for the following:
= Payroll Costs (include the following),
= Employee salaries (up to an annual rate of pay of $100,000);
= Hourly wages;
= Paid sick or medical leave; and
= Group health insurance premiums.

= Interest payments on mortgages,

* Rent payments,

= Leases,

= Utility service agreements

How much of the PPP loan will be forgiven?
o According to the US Senate Committee on Small Business & Entrepreneurship:

» “The purpose of the Paycheck Protection Program is to help you retain your
employees, at their current base pay. If you keep all of your employees, the
entirety of the loan will be forgiven. If you still lay off employees, the
forgiveness will be reduced by the percent decrease in the number of
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employees. If your total payroll expenses on workers making less than
$100,000 annually decreases by more than 25 percent, loan forgiveness will
be reduced by the same amount. If you have already laid off some
employees, you can still be forgiven for the full amount of your payroll cost
if you rehire your employees by June 30, 2020.” (Emphasis Added)
e A Note on applying for both EIDL and PPP, also from the US Senate Committee on Small
Business & Entrepreneurship:

o “Ifyoureceived an EIDL loan related to COVID-19 between January 31, 2020 and
the date at which the PPP becomes available, you would be able to refinance the
EIDL into the PPP for loan forgiveness purposes. However, you may not take out
an EIDL and a PPP for the same purposes. Remaining portions of the EIDL, for
purposes other than those laid out in loan forgiveness terms for a PPP loan, would
remain a loan. If you took advantage of an emergency EIDL grant award of up to
$10,000, that amount would be subtracted from the amount forgiven under PPP.”

= “QUESTION: If | get an EIDL and/or an Emergency Economic Injury

Grant, can | get a PPP loan?

= Answer: Whether you’ve already received an EIDL unrelated to

COVID-19 or you receive a COVID19 related EIDL and/or

Emergency Grant between January 31, 2020 and June 30, 2020, you

may also apply for a PPP loan. If you ultimately receive a PPP loan

or refinance an EIDL into a PPP loan, any advance amount received

under the Emergency Economic Injury Grant Program would be

subtracted from the amount forgiven in the PPP. However, you

cannot use your EIDL for the same purpose as your PPP loan. For

example, if you use your EIDL to cover payroll for certain workers

in April, you cannot use PPP for payroll for those same workers in

April, although you could use it for payroll in March or for different
workers in April.”

In Brief: Changes to Unemployment Benefits:

e In Washington State, unemployment benefits range from $188 to $790 per week
o The one-week waiting period has been waived
e The CARES Act provides an additional $600 per week in unemployment benefits
o This extra $600 payment will last up to four months, covering weeks of
unemployment ending July 31, 2020
= This means that in Washington State, through at least July 31, 2020,
unemployment benefits will range from $788 to $1390 per week
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Helpful Links:

LINK TO SMALL BUSINESS OWNER’S GUIDE TO THE CARES ACT:
https://www.sbc.senate.gov/public/ cache/files/9/7/97ac840c-28b7-4e49-b872-
d30a995d8dae/F2CF1DD78E6D6C8C8C3BF58C6D1DDB2B.small-business-owner-s-guide-to-
the-cares-act-final-.pdf

LINK TO U.S. SENATE COMMITTEE ON SMALL BUSINESS & ENTREPRENEURSHIP
FAQ: https://www.rubio.senate.gov/public/ cache/files/ac3081f6-14ae-4e6f-9197-
172ede28badd/71AB6CBO5A08E369E0D488A80B3874A5.faqs---paycheck-protection-program-fags-for-
small-businesses.pdf
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