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This slide deck contains information on the COVID-19 related Loan 

Options & Forgiveness Strategies and is the most up-to-date as of 

July 2, 2020. 

Changes are constant and additional guidance is on-going. We will 

keep you posted on changes through our weekly webinar updates and 

COVID-19 resource center. You can also reach out to your Sax 

advisor for the most recent information.

Please visit our Resource Center at www.saxllp.com for on-going 

updates, or email covid19@saxllp.com with questions.

http://www.saxllp.com/
mailto:covid19@saxllp.com
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Our firm provides the information in this webinar presentation for 

general guidance only, and does not constitute the provision of legal 

advice, tax advice, accounting services, investment advice, or 

professional consulting of any kind. 

The information provided herein should not be used as a substitute 

for consultation with professional tax, accounting, legal, or other 

competent advisers.

Before making any decision or taking any action, you should consult 

a professional adviser who has been provided with all pertinent facts 

relevant to your particular situation.
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Today’s Agenda

• Introduction

• Updates

– Loan Application Date 

– New Jersey $7.6B Spending Plan

• Main Street Lending Program

– Non-Profit Organizations

• PPP Loan Forgiveness

– Financial Statement Implications

• Open Questions



Updates



Updates
Loan Application Date Extension

• Borrowers had until June 30, 2020 to receive funding

• Senate and House has voted to extend application date to August 8, 2020

– President’s approval is pending

• SBA has revived the Lender Match online tool

– Assists underserved and disadvantaged small businesses connect with PPP lenders

• Borrowers should receive an e-mail from lenders matched with them in <2 

business days

– www.sba.gov/funding-programs/loans/lender-match

https://www.sba.gov/funding-programs/loans/lender-match


Updates
New Jersey $7.6B Spending Plan

• On June 30, 2020 Governor Phil Murphy announced a three-month spending plan previously 

passed by the legislature

– Intended to help NJ meet basic obligations

• Cuts and spending deferrals
– Consists of $7.6 billion in spending

– Cuts $1.2 billion of previously authorized spending
• 5% reduction in funding for non-salary operating costs

• 10% reduction in discretionary grants

• Aids a number of NJ state departments until the end of the extended fiscal year
– Community Affairs

– Health

– Education

– Labor/Workforce

– Transportation

– Treasury
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Main Street Lending Program:

Non-Profit Organizations



Main Street Lending Program
Non-Profit Organizations

• Intended to provide credit for small and medium-sized businesses in sound financial 

condition prior to the COVID-19 outbreak until conditions normalize

– Loans are not forgivable!

• Federal Reserve launched program for for-profit entities on June 15, 2020

– $600 billion in funding associated with:

• Main Street New Loan Facility (“MSNLF”)

• Main Street Priority Loan Facility (“MSPLF”)

• Main Street Expanded Loan Facility (“MSELF”)

• Non-profit entities (amongst others) were ineligible for the program
– Federal Reserve indicated that they may increase eligibility

• On June 15, 2020, the Federal Reserve indicated that it will seek public feedback on a 

proposal to include non-profit organizations
– Comment period ended June 22, 2020

– Feedback will be made available to the public



Main Street Lending Program
Non-Profit Organizations

• Two potential new loan facilities

– Non-Profit Organization New Loan Facility (“NONLF”)

– Non-Profit Organization Expanded Loan Facility (“NOELF”)

• Similar to for-profit businesses, the Special Purpose Vehicle (“SPV”) will purchase 95% 

participations

– Lenders retain 5%

– SPV will stop purchasing participations on September 30, 2020

• Similar to for-profit businesses, Department of Treasury will make a $75 billion investment

• Program has not launched – terms may change



Main Street Lending Program
Non-Profit Organizations

• Requirements & Conditions

– Established prior to January 1, 2015 and has been in continuous operation since

– 5% or greater ratio of adjusted 2019 earnings before interest, depreciation and amortization (“EBIDA”) 

to unrestricted 2019 operating revenue

• Must use similar EBIDA ratio to that used prior to June 15, 2020

– At the time of origination

• Ratio (expressed as a number of days) of (i) liquid assets to (ii) average daily expenses over the previous 

year, equal to or greater than 90 days

• Ratio of (i) unrestricted cash and investments to (ii) existing outstanding and undrawn available debt, plus the 

amount of any loan under the Facility, plus the amount of any CMS Accelerated and Advance Payments, that 

is greater than 65%

– Does not participate in other Main Street Programs, the Primary Market Credit Facility or the 

Municipal Liquidity Facility

– Has not received specific support pursuant to the Coronavirus Economic Stabilization Act of 2020 

(Subtitle A of Title IV of the CARES Act)

• PPP & EIDL recipients are eligible



Main Street Lending Program
Non-Profit Organizations

• Requirements & Conditions (cont’d)

– Lenders required to conduct an assessment of potential borrower’s financial condition

– Borrowers required to make reasonable efforts to maintain payroll/retain employees during loan 

period

– Similar lender and borrower certifications, covenants and restrictions to for-profit facilities

• Debt repayments

• Lines of credits

• Compensation, stock repurchase and capital distribution restrictions

• Eligibility in light of CARES Act conflict of interest prohibitions

• Fees

– Transaction Fee: Lender will pay the SPV a fee of 100 BPS at origination (may be passed on to 

borrower)

– Loan Origination Fee: Borrower will pay the Lender an origination fee of up to 100 BPS (75 BPS for 

NOELF) at origination

– Servicing Fee: The SPV will pay the Lender an annual fee of 25 BPS of the principal



Main Street Lending Program
Non-Profit Organizations - Chart

Proposed Main Street Lending Program

No-Profit Loan Options Non-Profit New Loans Non-Profit Expanded Loans

Term 5 years

Minimum Loan Size $250,000 $10M

Maximum Loan Size
The lesser of $35M, or the 

borrower's average 2019 quarterly 

revenue

The lesser of $300M, or the 

borrower's average 2019 quarterly 

revenue

Entity Type IRC Sec. 501(c)(3) or Sec. 501(c)(19)

Employee Min/Max 50 – 15,000

Revenue cap and source 

requirement
2019 Revenues less than $5 billion, with less than 30% sourced from 

donations

Endowment Cap $3 billion

Interest Rate LIBOR + 3%

Principal Repayment Principal deferred for two years; years 3-5: 15%, 15%, 70%

Interest Payments One year deferral

Location Created or organized in the United States or under the laws of the United 

States with significant operations in and a majority of its employees based 

in the United States
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Financial Statement Implications



PPP Loan Forgiveness
Financial Statement Implications

• Given the unique nature of the PPP, questions have been raised relating to how a 

borrower under the program should account for the arrangement.  Although the legal 

form of the PPP loan is debt, some believe that the loan is, in substance, a 

government grant.

• There appears to be two acceptable methods for accounting:

- FASB ASC 470, Debt or

- As a government grant by analogy to International Accounting Standard (IAS) 20, 

Accounting for government grants and disclosure of government assistance



PPP Loan Forgiveness
Financial Statement Implications – ASC 470

• A non-governmental entity may account for a PPP loan as a financial liability in 

accordance with FASB ASC Topic 470:

– Would initially record the cash inflow from the PPP loan as a financial liability and would 

accrue interest in accordance with the interest method under ASC Subtopic 835-30.

– Would not impute additional interest at a market rate (as the stated rate is below market).

– Would continue to record the proceeds from the loan as a liability until either (1) the loan is 

partly or wholly forgiven and the debtor has been legally released or (2) the debtor pays off 

the loan.

– Would reduce the liability by the amount forgiven and record a gain on extinguishment once 

the loan is partly or wholly forgiven and legal release is received.



PPP Loan Forgiveness
Financial Statement Implications – IAS 20

• A non-governmental entity that is a Non-Profit Entity and expects to meet the PPP’s 

eligibility criteria, and concludes that the PPP loan represents, in substance, a grant 

that is expected to be forgiven may consider IAS 20.

• IAS 20

- Government Assistance is not recognized until there is reasonable assurance that:

- Conditions attached to the assistance will be met; and

- The assistance will be received

- Once there is reasonable assurance that the conditions will be met, the earnings are 

recognized on a systematic basis over the periods in which the expenses are incurred.  

- The inflow would initially be recorded as deferred income and relieved over time.



Open Questions



Open Questions

• Does the $20,833 compensation still apply to C-Corp Owner-Employees?

• Our bank is developing an online application, which won't be available until at least 

mid-July.  They are saying that they won't accept the SBA application and will only 

begin accepting applications once their online application goes live.  Our first 

repayment is due in November.  Will timelines for repayment due dates be adjusted to 

accommodate the 150 day time period they have to determine forgiveness?

• If the company's standard work week for full-time employees is 35 hours, does that 

mean every employee only counts as 0.5 FTEs under the simplified method?



Open Questions

• Will the PPP & EIDL funding be recognized as a loan or a grant for non-profit entities?

• My pay week runs Monday through Sunday.  I received my PPP loan on Monday, April 

20th at 5:30pm.  Does my 8 weeks start on Monday, April 20th (as I am already a full 

day into that work week) or the start of the following work week which would be 

Monday April 27th?  How am I expected to tell people to come to work the week of April 

20th if I did not know I was getting the loan?

• Are all salaried employees counted as working 40 hours?



Open Questions

• NJ SUI/SDI expense for the 8 week period that is incurred, but not paid until July 30th 

with the NJ 927 - is that includible in the "covered period”?

• When calculating FTEs, do you use the same method for the period 1/1/20 - 2/29/20?

• Can you apply for forgiveness in a period between 8-24 Weeks?



Open Questions

• Since the period was extended to 24 weeks from 8 weeks, can we use 24 weeks of 

utility and rent costs towards forgiveness?

• In addition to the allowable expenses to be forgiven such as payroll subject to the cap, 

utilities, mortgage interest, etc., is there any allowance for certain expenses to be 

forgiven by the SBA such as installing partitions in office cubicles & installing ionizers in 

the HVAC system?

• As a non-profit organization, will the loan be tax exempt?



Open Questions

• If an employer pays 75% of medical insurance premiums and the employee pays the 

25% pre-tax, are all the medical premiums applicable?

• Can you use only payroll if you can use all the payroll during the 24 week period?

• Do you have to make the election for the 24 weeks prior to filing for the forgiveness?



Open Questions

• If an employee decides to leave for another position, do you have to formally ask them 

to come back or can you hire someone to replace them and it not affect your FTE 

count? 

• Can I include an employee out due to a disability as an active FTE?

• Can I return the PPP loan and reapply to reset the clock?
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Upcoming Webinar

Thursday, July 9 @ 10 AM

Weekly Recovery Update:  COVID-19 Loan Options and Forgiveness Strategies

• For additional questions:  Email Covid19@saxllp.com

• Visit Sax’s COVID-19 Resource Center found on Saxllp.com to register for 

webinars and for on-going information and resources.

More Resources

mailto:Covid19@saxllp.com

