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Agenda

 Paycheck Protection Program (PPP) 
Loan Forgiveness

 Overview of Payroll tax credits and 
deferrals, eligibility, and claim 
procedures

 Explanation of liquidity options under 
Title IV and the Main Street Lending 
Program

 What does the CARES Act leave out?
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Title I Overview

Paycheck Protection Program
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 The audit threshold of two million dollars will be 
applied to the borrower and its affiliates

 A special payroll run at the end of the covered 
period is not necessary 

 Certain payrolls can use an alternative payroll 
covered period 

 Generally, qualifying expenses can be paid or 
incurred, not both 

 Non-payroll costs can be paid after the covered 
period but before the next billing cycle

 Maximum compensation for the 8-week period is 
$15,385 ($100,000/52*8) 

 Salary/Hourly Wage Reduction uses rate of pay 
not actual payments

 Apply Salary/Hourly Wage Reduction before FTE 
reduction

 Forty hours is used to calculate average full-time 
equivalents by person 

 Employees who choose not to work do NOT reduce 
FTE count – FTE exception

 Employees that are re-hired by June 30, 2020 do 
NOT reduce FTE count – FTE safe harbor

 The application currently expires on October 31, 
2020

Most Up-To-Date Guidance on PPP Loans as of May 15, 2020
ANSWERS TO SOME FREQUENTLY ASKED QUESTIONS
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 Complete SBA Form 3508 Loan Forgiveness Calculation Form and PPP Schedule A and submit on paper or 
electronically, according to your lender’s instructions. 

 SBA Loan application has four (4) components: 
• PPP Loan Forgiveness Calculation Form 

• PPP Schedule A – Summary Information for FTE and Wage/Salary Reductions

• PPP Schedule A Worksheet – FTE and Wage/Salary Reductions

• Optional PPP Borrower Demographic Information Form

 When approaching the application it might be easier to work in reverse order
• Complete the Schedule A Worksheet, then;

• Schedule A, and then;

• Forgiveness Calculation Form.

How to Obtain Forgiveness



CARES Act: How to Implement Its Provisions to Assist in Recovery7

Gather information separately for two groups of employees who’s principal place of residence is in the 
U.S.

 Table 1: list each employee during the covered period (or alternative covered period) who received 
compensation at an annualized rate of $100,000 or less, for each pay period in 2019; including employees 
which were hired in 2020
• Name, ID, Cash Compensation Paid or Incurred during the period, average FTE, Salary/Hourly Wage Reduction

 Table 2: list each employee during the covered period (or alternative covered period) who received 
compensation at an annualized rate of more than $100,000, for any pay period in 2019 
• Name, ID, Cash Compensation Paid, or Incurred during the period, average FTE

• Not concerned with Salary/Wage Reduction because these employees’ wages are not being protected

 Supporting calculations are still required to complete the tables
• Salary/Hourly Wage Reduction

• FTE for various periods (February 15-June 30, 2019 and January 1-Februrary 29, 2020 and any chosen 12-wk period for 
seasonal employers)

PPP Schedule A Worksheet 
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Covered Period General Rule
 Eight-week (56-day) period begins on the PPP Loan 

Disbursement Date. For example, if the Borrower 
received its PPP loan proceeds on Monday, April 20, the 
first day of the Covered Period is April 20, and the last 
day of the Covered Period is Sunday, June 14

 This might require payroll periods that cross the first or 
last day of the Covered Period to be prorated to exact 
days in the period

 Professionals are not in agreement on how this is 
applied

Alternative Payroll Covered Period for weekly or 
bi-weekly payroll periods 
 Eight-week (56-day) period begins on the first day of 

first pay period following the PPP Loan Disbursement 
Date. For example, if the Borrower received its PPP loan 
proceeds on Monday, April 20 and the first day of its 
first pay period following its PPP loan disbursement is 
Sunday, April 26 the first day of the Alternative Payroll 
Covered Period is April 26 and the last day of the 
Alternative Payroll Covered Period is Saturday, June 20 

 This avoids the allocation of payrolls to the exact days 
in the Covered Period under the general rule

 Election does affect the Covered Period for non-payroll 
costs

Covered Period and Alternative for Some Payrolls
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Payroll Costs for Forgiveness- Timing

 Payroll costs are considered paid on the day that paychecks are distributed 
or the borrower originates an ACH credit transaction 

 Payroll costs are considered incurred on the day the employee’s pay is 
earned 

 Payroll costs incurred but not paid during the borrower’s last pay period of 
the Covered Period (or Alternative Payroll Covered Period) are eligible for 
forgiveness, if paid on or before, the next regular payroll date. Otherwise, 
payroll costs must be paid during the Covered Period (or Alternative Payroll 
Covered Period) 

 Therefore, no special payroll processing is required on the last day of the 
Covered Period (or Alternative Payroll Covered Period) 

 For each individual employee, the total amount of cash compensation 
eligible for forgiveness may not exceed an annual salary of $100,000, as 
prorated for the covered period ($100,000 *56/365 = $15,385)
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Adjustments 
That Reduce 
Loan Forgiveness
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 Applies before application of the FTE reduction analysis
 For each protected employee:

• Step 1 - Determine if annual salary or hourly wage that applied to Q1 was reduced during the 8-week period by more 
than 25% 

- Divide 8-week rate by Q1 rate. Compare the annual salary or the hourly wage during the covered or alternative payroll covered 
period with that of Q1 

- No adjustment needed for employees with result of 75% or more 

- Comparison of rates instead of actual payments, eliminates the issue created by 8 weeks not being 75% of 13 weeks

• Step 2 - Apply the Safe Harbor
- Determine if greater than 25% reduction occurred between February 15, 2020 and April 26, 2020, if “yes”, determine if the rate 

has been restored by June 30, 2020 

- No adjustment needed for employees who’s salary or hourly wage has been restored

• Step 3 - For those not meeting the safe harbor, determine the Salary/Hourly Wage Reduction 
- Hourly Employee - Average hours worked in Q1 multiplied by the shortfall in the rate 

- Salary Employee – 8/52 multiplied by the shortfall in annual salary

Salary/Hourly Employees Wage Reductions during Covered Period
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Full-Time Equivalency (FTE) Reduction 
Calculation

What is a FTE:
 For each employee, enter the average number of hours paid per week, divide by 40, 

and round the total to the nearest tenth. The maximum for each employee is capped at 
1.0

 A simplified method that assigns a 1.0 for employees who work 40 hours or more per 
week and 0.5 for employees who work fewer than 40 hours may be used at the election 
of the Borrower

Observation:
 Implies a weekly calculation instead of a per payroll calculation; per the statute

 Simplified method eliminates most data needs; just need to know who is hired as full-
time
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 Example 1
• Previously, 3 employees @ 10 hrs. equals  .9 FTE regular method or 1.5 FTE simplified method

• Covered period 1 employee @ 30 hrs. equals .8 FTE regular method or .5 FTE simplified method

• If more work is being done be fewer people regular appears better

 Example 2
• Previously, 3 employees @ 20 hrs. equals 1.5 FTE regular method or 1.5 FTE simplified method

• Covered Period 3 employees @ 10 hrs. equals .9 FTE regular method or 1.5 FTE simplified method

• If all non-full-time employees are working fewer hours simplified method appears better

Comparison of Regular and Simplified  FTE Determination
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Full-Time Equivalency (FTE) Reduction 
Calculation 

 If the number of employees or the average paid hours of employees 
have not decreased between January 1, 2020 and the end of the 
Covered Period there is no FTE reduction 

 Otherwise, determine the quotient by dividing the total average 
FTEs during the Covered Period or Alternative Payroll Covered 
Period by the average FTE during the borrower’s chosen reference 
period but not to exceed 1.0

 FTE Reduction Exception - any employee 
• That is terminated for cause or voluntarily reduces hours that is not 

replaced 

• That was laid off February 15-April 26, 2020 and refuses a written offer 
of re-employment 

• Shall be treated as 1 FTE during the selected covered period
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 Borrower is exempt from the reduction in loan forgiveness based on FTE employees described above if both 
of the following conditions are met: 
• Borrower reduced its FTE employee levels in the period beginning February 15, 2020 and ending April 26, 2020

• Borrower then restores its FTE employee levels by no later than June 30, 2020 to its FTE employee levels in the 
borrower’s pay period that included February 15, 2020

 If salary/wages are not restored there may still be a reduction to loan forgiveness under the Salary/Wage 
reduction rule 

FTE Reduction Safe Harbor for Rehires
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Which Employees to Count in FTE 
Calculations

Count the employees for the employer as used for the PPP 
 Count all employees of the affiliated groups if loan was granted 

under the general rules
 Member of affiliated groups that include NAICS code of 72

• Borrowers that have a NAICS code of 72 should count only the employees at 
the individual locations used for the PPP loan application

• Borrowers that are affiliated groups that include businesses with NAICA code 
72 should include all employees of the affiliated group except those working 
for NAICS code 72 locations

 Include employees who:
• Receive wages under the employer’s EIN(s),

• Render services but are paid under a different EIN such as a professional 
employer organization or other similar arrangement
• Other arrangements might include a payroll trustee agreement or a 

management companies that pay workers under its EIN but charges back the 
payroll cost to its customers
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Complete the 
Form 3508
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Form 3508 – Schedule A 

Source: U.S. Department of Treasury PPP Loan Forgiveness Application -
https://home.treasury.gov/system/files/136/3245-0407-SBA-Form-3508-PPP-Forgiveness-Application.pdf, page 6

Enter directly from worksheet

Enter directly from worksheet

New entries

https://home.treasury.gov/system/files/136/3245-0407-SBA-Form-3508-PPP-Forgiveness-Application.pdf
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Cash compensation
 Gross salary, gross wages, gross tips, gross commissions, 

paid leave (vacation, family, medical or sick leave, 
other than including leave covered by the Families First 
Coronavirus Response Act), and allowances for dismissal 
or separation paid or incurred. Differs from Form W-2, 
box 1

 No more than $15,385 should be counted for an 
employee during the covered period or alternative 
payroll covered period

Owner-employees, a self-employed individual, or general 
partners 

 For each individual, capped at the lower of the eight-
week equivalent of their applicable compensation in 
2019 or $100,000 which is $15,385

Other compensation – Total amount paid by borrower for

 Employer contributions for employee health insurance, 
including employer contributions to a self-insured, 
employer-sponsored group health plan 

 Employer contributions to employee retirement plans

 Employer state and local taxes assessed on employee 
compensation (e.g., state unemployment insurance 
tax), and 

 Do not include employee contributions when calculating 
payroll costs because employee amounts are included in 
the gross wages used for cash compensation

Payroll Costs for Forgiveness - Amount
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Form 3508 – Schedule A (Continued)

2019 SE income times 8/52; not to exceed $15,385

A short cut

Source: U.S. Department of Treasury PPP Loan Forgiveness Application - https://home.treasury.gov/system/files/136/3245-0407-SBA-
Form-3508-PPP-Forgiveness-Application.pdf, page 6

https://home.treasury.gov/system/files/136/3245-0407-SBA-Form-3508-PPP-Forgiveness-Application.pdf
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Form 3508 Calculation

Borrower might not 
readily know the 
affiliates to include

Source: U.S. Department of Treasury PPP Loan Forgiveness Application - https://home.treasury.gov/system/files/136/3245-0407-SBA-Form-
3508-PPP-Forgiveness-Application.pdf, page 3

**Note the 
Alternative Payroll 
Covered Period is 
available only if 
payroll is weekly 
and bi-weekly

https://home.treasury.gov/system/files/136/3245-0407-SBA-Form-3508-PPP-Forgiveness-Application.pdf
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Form 3508 Loan Forgiveness Calculation

Source: U.S. Department of Treasury PPP Loan Forgiveness Application - https://home.treasury.gov/system/files/136/3245-0407-SBA-Form-3508-PPP-
Forgiveness-Application.pdf, page 3

https://home.treasury.gov/system/files/136/3245-0407-SBA-Form-3508-PPP-Forgiveness-Application.pdf
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 Eligible non-payroll cost must be paid during the Covered Period or incurred during the Covered Period and 
paid on or before the next regular billing date, even if the billing date is after the Covered Period. 

 Covered mortgage obligations: payments of interest (not including any prepayment or payment of principal) 
on any business mortgage obligation on real or personal property incurred before February 15, 2020 
(“business mortgage interest payments”) 

 Covered rent obligations: business rent or lease payments pursuant to lease agreements for real or personal 
property in force before February 15, 2020

 Covered utility payments: business payments for a service for the distribution of electricity, gas, water, 
transportation, telephone, or internet access for which service began before February 15, 2020

 Eligible non-payroll costs cannot exceed 25% of the total forgiveness amount (this may change by Congress 
in the next few weeks)

Non-Payroll Costs for Forgiveness
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 Covered Period begins May 6, 2020 and ends June 30, 2020
 Telephone Service period is April 1 – April 30, 2020 which is invoiced on 

May 1, 2020 and due on May 7, 2020 
• Payment is timely on May 1-5, 2020 - not counted because expense was 

incurred and paid prior to the covered period

• Payment is timely on May 6-7, 2020 – entire amount counts because it was 
paid during the covered period

• Payment is late on May 8 – June 30, 2020 – entire amount counts because it was 
paid during the covered period

• Payment is very late after June 30, 2020 - nothing can be included because it 
was not incurred nor paid during the covered period

Non-Payroll Costs for Forgiveness – Beginning of Period Example
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 Covered Period begins May 6, 2020 and ends June 30, 2020
 Telephone Service period is June 1 – June 30, 2020 which is invoiced on 

July 1, 2020 and due on July 7, 2020
• Payment is timely on July 1-7, 2020 – Entire amount counts because expense was 

incurred in the covered period and paid before the next billing date of August 1, 
2020

• Payment is late on July 8 – August 31, 2020 – Entire amount counts because it 
was incurred during the covered period and paid before the next billing date

• Payment is very late after August 31, 2020 - Nothing can be included because it 
was not paid before the next billing date notwithstanding the fact that the 
expense was incurred during the covered period 

Non-Payroll Costs for Forgiveness – End of Period Example
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Documentation
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 Bank account statements or third-party payroll service provider reports documenting the amount of cash 
compensation paid to employees

 Tax forms (or equivalent third-party payroll service provider reports) for the periods that overlap with the 
Covered Period or the Alternative Payroll Covered Period: 

• i. Payroll tax filings reported, or that will be reported, to the IRS (typically, Form 941); and 

• ii. State quarterly business and individual employee wage reporting and unemployment insurance tax filings 
reported, or that will be reported, to the relevant state 

 Payment receipts, cancelled checks, or account statements documenting the amount of any employer 
contributions to employee health insurance and retirement plans that the borrower included in the 
forgiveness amount

Document Submission to Lender- Payroll 
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 Documentation showing (at the election of the borrower): 
• the average number of FTE employees on payroll per month employed by the borrower between February 15, 2019 

and June 30, 2019; 
• the average number of FTE employees on payroll per month employed by the borrower between January 1, 2020 

and February 29, 2020; or 
• in the case of a seasonal employer, the average number of FTE employees on payroll per month employed by the 

borrower between February 15, 2019 and June 30, 2019; between January 1, 2020 and February 29, 2020; or any 
consecutive twelve-week period between May 1, 2019 and September 15, 2019 

 The selected time period must be the same time period selected for purposes of the chosen 
reference period 

 Documents may include payroll tax filings reported, or that will be reported, to the IRS (typically, 
Form 941) and state quarterly business and individual employee wage reporting and unemployment 
insurance tax filings reported, or that will be reported, to the relevant state 

 Documents submitted may cover periods longer than the specific time period 

Document Submission to Lender - FTE
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 Documentation verifying existence of the obligations/services prior to February 15, 2020 and eligible 
payments from the Covered Period:
• Business mortgage interest payments: copy of lender amortization schedule and receipts or cancelled checks verifying 

eligible payments from the Covered Period; or lender account statements from February 2020 and the months of the 
Covered Period through one month after the end of the Covered Period verifying interest amounts and eligible 
payments 

• Business rent or lease payments: copy of current lease agreement and receipts or cancelled checks verifying eligible 
payments from the Covered Period; or lessor account statements from February 2020 and from the Covered Period 
through one month after the end of the Covered Period verifying eligible payments 

• Business utility payments: copy of invoices from February 2020 and those paid during the Covered Period and receipts, 
cancelled checks, or account statements verifying those eligible payments 

Document Submission to Lender – Non-payroll
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Documents to Maintain but not Submitted

 All records relating to the Borrower’s PPP loan, including 
• documentation submitted with its PPP loan application, documentation supporting the 

borrower’s certifications as to the necessity of the loan request and its eligibility for a PPP loan

• documentation necessary to support the borrower’s loan forgiveness application

• documentation demonstrating the borrower’s material compliance with PPP requirements 

 PPP Schedule A Worksheet or its equivalent and the following: 
• Documentation supporting the listing of each individual employee in PPP Schedule A Worksheet 

Table 1, including the “Salary/Hourly Wage Reduction” calculation, if necessary 

• Documentation supporting the listing of each individual employee in PPP Schedule A Worksheet 
Table 2; specifically, that each listed employee received during any single pay period in 2019 
compensation at an annualized rate of more than $100,000 

• Documentation regarding any employee job offers and refusals, firings for cause, voluntary 
resignations, and written requests by any employee for reductions in work schedule 

• Documentation supporting the PPP Schedule A Worksheet “FTE Reduction Safe Harbor” 

Borrower must retain all 
such documentation in its 
files for six years after 
the date the loan is 
forgiven or repaid in full, 
and permit authorized 
representatives of SBA, 
including representatives 
of its Office of Inspector 
General, to access such 
files upon request 
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Overview of 
Payroll Tax Relief
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Summary of Tax 
Provision

General Requirements

FFCRA Sick Leave Payroll 
Tax Credit

 Employer has less than 500 employees
 Employees obtain emergency paid sick leave
 Limited to 10 days of paid sick leave

FFCRA Family Medical 
Leave Payroll Tax Credit

 Employer has less than 500 employees
 Employees obtain family medical leave
 Limited to 12 weeks (adjusted for paid sick leave)

Employee Retention 
Payroll Tax Credit

 Employer has been closed due to governmental requirements, or the company’s gross 
receipts have decreased by 50%

 Payments are made to eligible employees
 Employer has not obtained an SBA loan under the Paycheck Protection Program

Payroll Tax Deferral  Deferral of payment of employer Social Security (6.25%) beginning March 27, 2020
 50% deferral until December 31, 2021 with remainder deferred until December 31, 2022

Employer Payroll Tax Relief
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Quarterly Form 941 

 Credit amount for the quarter will be reported on Form 941
• Advanced payments via Payroll Deposit Offset or Rapid Refund Form 7200 will be reported

• The difference between the two will be settled based on the Form 941

• Failure to deposit penalty does not apply within certain parameters

 Payroll Deposit Offset 
• FFRCA and Employee Retention credits can be deducted from federal payroll tax deposits for each pay period that 

includes the benefit payments 

• Credit can be offset against all taxes required to be deposited, including employee income and employment taxes 
withheld, and employer OASDI and Medicare

• Provides immediate funding for the required payment unless credit is larger than the total payroll tax deposit for the 
period

Reimbursement Procedure - Form 941, Payroll Deposit Offset, or Rapid 
Refund
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Rapid Refund

 Can request a refund by using Form 7200, Advance Payment of Employer Credits Due to COVID-19

 No requirement to use Form 7200, IRS recommends offset

 Multiple requests can be filed for each quarter; up to the end of the month following quarter’s end

 Form 7200 requires
• Total of each type of leave paid during the quarter that is eligible for the credit and paid this quarter 

• Total amount of offsets and prior Form 7200 requests during the quarter 

• Advance requested (item 1 minus item 2) 

 Do not file amended Form 7200

Reimbursement Procedure - Form 941, Payroll Deposit Offset, or Rapid 
Refund
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Title IV Overview

Main Street Lending Program
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PURPOSE: To provide 
liquidity to eligible 
businesses, states, 
and municipalities 
related to losses 
incurred due to the 
coronavirus. This is a 
$500 billion 
stabilization loan 
program and gives 
broad discretion to 
the Secretary of the 
Treasury. 

CARES Act: Title IV – Coronavirus Economic 
Stabilization Act of 2020 (CESA) 

 $46 billion in direct Treasury loans to severely distressed economic 
sectors
• $25 billion for passenger air carriers and their contractors

• $4 billion for cargo air carriers

• $17 billion for businesses critical to national security

 $454 billion to provide liquidity to businesses, governments, and 
nonprofit organizations not otherwise receiving sufficient relief
o To be administrated through various Fed Reserve facilities
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$454 Billion
To businesses, governments, and NFPs 

through Federal Reserve facilities, such as:

 Main Street New Loan Facility (“MSNLF”)
 Main Street Priority Loan Facility (“MSPLF”)
 Main Street Expanded Loan Facility (“MSELF”)
 Term Asset-Backed Securities Loan Facility (“TALF”)
 Primary Market Corporate Credit Facility (“PMCCF”)
 Secondary Market Corporate Credit Facility (“SMCCF”)
 Municipal Liquidity Facility (“MLF”)
 Paycheck Protection Program Liquidity Facility (“PPPLF”)

$46 Billion
Severely Distressed Industries

$25 Billion
Air Carriers

$17 Billion
National Security

$4 Billion
Cargo Air Carriers

Title IV: CESA
$500 
Billion
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Economic Stabilization and Assistance Loans (“ESL”) § 4003
SPECIAL PURPOSE VEHICLES (“SPV”)

Loan Programs Treasury (Fed Collateral)3 Federal Reserve4

Passenger airlines, cargo airlines, aviation repair 
operators, airline ticket agents, and business 
critical to maintaining national security 

$46 Billion N/A

Main Street New Loan Facility
Main Street Expanded Loan Facility
Main Street Priority Loan Facility

$75 Billion $600 Billion

Term Asset Based Security Loan Facility $10 Billion $100 Billion

The Primary Market Corporate Credit Facility
The Secondary Market Corporate Credit Facility $75 Billion $750 Billion

The Municipal Liquidity Facility $35 Billion $500 Billion 

The Paycheck Protection Program Lending 
Facility § 1102 N/A2 $659 Billion 

In Aggregate1: $241 Billion $2,609 Billion

1Results in excess of $259 billion (dry-powder) under the $500 billion program. 
2Treasury funding is equal to the amount of federal reserve funding. 
3Amount funded by the U.S. Treasury to the Federal Reserve to establish each SPV. 
4Total Federal Reserve lending limit per facility. 
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Title IV Loans 
MAIN STREET LOAN FACILITIES

Main Street New Loan 
Facility

Main Street Priority 
Loan Facility

Main Street Expanded 
Loan Facility

Term 4 years 4 Years 4 years

Principal & 
Interest Payments

Y1 – No P&I
Y2-4 – 33.33%/Year

Y1 – No P&I
Y2 & 3 – 15%/Year
Y4 – 70%

Y1 – No P&I
Y2 & 3 – 15%/Year
Y4 – 70%

Rate LIBOR + 300bps LIBOR + 300bps LIBOR + 300bps

Minimum Loan 
Size $500,000 $500,000 $10.0 Million

Maximum Loan 
Size 

Lesser of (a) $25 Million; or (b) the 
amount that does exceed 
borrower’s leverage by 4x 
Adjusted EBITDA (including 
undrawn available debt)

Lesser of (a) $25 Million; or (b) the 
amount that does exceed borrower’s 
leverage by 6x Adjusted EBITDA 
(including undrawn available debt)

Lesser of (a) $200 million; (b) 35% of 
outstanding & undrawn bank debt; or (c) 
the amount that does exceed borrower’s 
leverage by 6x Adjusted EBITDA (including 
undrawn available debt)

Loan Participation
(a)SPV – 95%; Lender – 5%; 
(b)Seniority – pari passu basis

(a)SPV – 85%; Lender – 15%; 
(b)Seniority – Senior to or pari passu 

basis

(a)SPV – 95%; Lender – 5%; 
(b)Seniority – pari passu basis; 
(c)Collateral – pro rata basis

Loan Details:
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Title IV Loans
INITIAL MAIN STREET LENDING EVALUATION FLOWCHART

Prepare an 
Assessment 
of Financial 

Needs

Not Eligible Not Eligible Not Eligible Not Eligible

Is there a 
Covered 

Loss

Client 
under $5B 

in revenues 
or 15,000 

employees?

Client 
created or 
organized 

in the U.S.?

Client in a 
bankruptcy 
proceeding?

Eligible for 
Main Street 

Loan

COVERED LOSS
 Reduced Demand
 Unbudgeted Medial 

Expenses
 Lack of Available Credit

SIZE LIMITATION
 December 31, 2019 levels
 Not to exceed $5B in gross revenue

ORGANIZATION
 Created or organized in 

the United States
 Not more than 49% off-

shore ownership
 Business created prior to 

March 13, 2020
 Majority of employees 

based in the U.S.

BANKRUPTCY AND OTHER
 Not in a bankruptcy proceeding
 Not participating in the Corporate 

Credit Facility
 Measurement date March 13, 2020
 Evaluated as “Pass” in the Federal 

Financial Institution Examiner’s 
Council’s supervisory rating system

No No No Yes

Yes Yes Yes No

Information 
Required

Information 
Required

Information 
Required

Information 
Required
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Title IV Loans Restrictions
LIMITATION ON EMPLOYEE COMPENSATION

 Restrictions below are applicable to all programs established pursuant to 
Title IV of the CARES Act § 4004

• Employees or officers who earned more than $425,000 in total 
compensation in 2019

- The compensation during the restricted period should not exceed 
their 2019 compensation for 12 consecutive months 

- Severance pay should not exceed 2x the maximum total compensation 
received in 2019

- May receive maximum total compensation of $3 million plus 50% of 
the excess over $3 million of the total compensation in 2019

 Excludes those with collective agreements dated prior to 3/1/20
Total compensation is defined as salary, bonus, awards of stock, and other 
financial benefits. Further clarification is needed regarding definition of 
“financial benefits”
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Title IV Loans
OTHER TERMS & CONDITIONS

 No Dividends or Issuance of equity instruments that are 
dilutive

 Existing loans with a lender will have a “Pass” rating in 
accordance with Federal Reserve Standards as of December 
31, 2019

 Cannot be in bankruptcy at time of application
 Business established prior to March 13, 2020
 May not participate in multiple Main Street programs or stack 

other Title IV loan programs
 Restrictions remain in place for 12 months subsequent to 

repayment
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Title IV Loans
AFFILIATION RULES TITLE IV PROGRAM

 Many PE sponsors are conflating the affiliation rules for the 
Paycheck Protection Program (“PPP”) HR748 §1102 to restrictions 
under the Main Street Lending Program(s)

 Rules under Title IV § 4019 (Conflict of Interest) do not extend to 
the financial sponsor, even if the sponsor controls the board, as the 
loan is focused on the operation of the individual business

 Financial sponsors may make distribution to investors even if one or 
more portfolio companies has a loan outstanding

 BDO is defining an entity by parent company’s Federal Employer 
Identification Number (FEIN)
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Title IV Loans: Preliminary Application Guidance
AIR CARRIERS & NATIONAL SECURITY BUSINESSES

Requirements Guidance

Debt and Debt Service
Description of existing secured and unsecured debt and scheduled debt service for the 
next three years

Employment Levels
Total headcount and compensation as of March 24 with any proposed changes during the 
remainder of 2020

Financial Statements Consolidated financial statements for the previous three years

Covered Losses, Financial 
Needs, and Use of Proceeds

Description of the covered losses incurred as a result of the coronavirus and quantitative 
information regarding financial needs of the business for the remainder of 2020 including 
the intended use of loan proceeds
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Requirements Guidance

Lack of Credit Elsewhere Evidence that the borrower cannot secure credit elsewhere 

Passenger and Cargo 
Service Operations

Available seat/ton miles, revenue per seat/ton mile, and cost per available seat/ton 
mile for 2019 and a forecast of the same for 2020

Security Identification of collateral to be pledged to secure the loan

Operating and 
Restructuring Plans

Discussion of how the proposed loan fits within the borrower’s business plan and any 
plans to restructure existing obligations, contracts, staffing or organization to improve 
the financial condition of the business

Title IV Loans: Preliminary Application Guidance (cont.)
AIR CARRIERS & NATIONAL SECURITY BUSINESSES 
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Title IV Loans: 
Preliminary 
Application Guidance
FINANCIAL PLAN DISCLOSURE

Source: Department of Treasury Airline Loan Application - https://home.treasury.gov/system/files/136/Airline-
Loan-Application-4-6-20.pdf (pages 6 and 7)

https://home.treasury.gov/system/files/136/Airline-Loan-Application-4-6-20.pdf
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 Conduct audits and investigations of loans, 
loan guarantees, and other investments made 
by Treasury under any CARES Act program 
collecting and summarizing the following 
information:
• Categories of the loans
• Reasons loans were made
• Details about each loan 

 SIG may request information from any 
Federal Government agency

Special Inspector General for Pandemic Recovery
DUTIES OF THE “SIGPR”
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Main Street Application Attestations
 Compensation restrictions
 Stock repurchase and capital distribution 

restrictions
 Financing required due to exigent circumstances 

presented by pandemic
 Use of proceeds
 Reasonable efforts to maintain payroll & 

employee headcount
 Create a snapshot of employee headcount and 

total compensation as of loan award date, and 
develop a plan for how to maintain employment 
levels

Title IV: Special Inspector General for Pandemic Recovery
POST-APPROVAL ACCOUNTING AND COMPLIANCE
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PHASE 1 PHASE 2 PHASE 3 PHASE 4

TITLE IV CARES ACT RELIEF 
LOAN ASSESSMENT

FINANCIAL ANALYSIS OF 
ECONOMIC IMPACT AND 

COVERED LOSSES

APPLICATION SUBMISSION AND 
LENDER FOLLOW-UP

ONGOING CARES ACT LOAN 
COMPLIANCE AND MONITORING

 Determine your business’s goal to 
obtain relief and your debt classes 
and servicing

 Identify the forms of aid that align 
with your goals, plan and culture

 Understand loan disclosures and 
other implications

 Set up a recovery plan to restabilize 
your business

 Set up a centralized repository for 
application supporting documents

 Formulate a plan to rapidly collect 
required application information

 Calculate incurred and forecasted 
losses due to COVID-19 

 Compute anticipated revenues and 
outlays during stymied operations

 Form a plan to strengthen business 
and achieve organizational goals

 Synthesize your collection of 
documents/analyses

 Ensure all application forms are 
completed in an efficient manner 

 Follow up with lender/administrator 
to avoid delays, hang-ups or 
misunderstandings

 Establish controls and processes to 
maintain program compliance

Title IV: A Phased Approach
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Business Interruption/Economic Loss Analysis

Business 
Interruption 

Loss

Lost Gross 
Profits

“But for” sales 
less COGS

 Sales of products 
and services

 Cancelled contracts 
and events

 Ancillary services

Extra 
Expenses

Additional costs 
due to COVID-19

 Healthcare costs

 Purchase of PPE

 Sanitation/cleaning

 Remote work setup 

 Customer retention 
costs

 Alternative suppliers

Saved 
Expenses

Avoided costs due to 
business slowdown

 Utilities

 Labor 

 Fuel

 Other incremental 
expenses
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Business Interruption/Economic Loss Analysis

This analysis may be a gateway for accessing the Main Street Lending Program and can be leveraged for CARES 
Act loan application assistance 
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PHASE 1 PHASE 2 PHASE 3 PHASE 4

TITLE IV CARES ACT RELIEF 
LOAN ASSESSMENT

FINANCIAL ANALYSIS OF 
ECONOMIC IMPACT AND 

COVERED LOSSES

APPLICATION SUBMISSION AND 
LENDER FOLLOW-UP

ONGOING CARES ACT LOAN 
COMPLIANCE AND MONITORING

 Determine your business’s goal to 
obtain relief and your debt classes 
and servicing

 Identify the forms of aid that align 
with your goals, plan and culture

 Understand loan disclosures and 
other implications

 Set up a recovery plan to 
restabilize your business

 Set up a centralized repository for 
application supporting documents

 Formulate a plan to rapidly collect 
required application information

 Calculate incurred and forecasted 
losses due to COVID-19 

 Compute anticipated revenues and 
outlays during stymied operations

 Form a plan to strengthen business 
and achieve organizational goals

 Synthesize your collection of 
documents/analyses

 Ensure all application forms are 
completed in an efficient manner 

 Follow up with lender/administrator 
to avoid delays, hang-ups or 
misunderstandings

 Establish controls and processes to 
maintain program compliance

Title IV: A Phased Approach
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Measuring the Need
THIRTEEN WEEK CASH FORECAST

Determine 
effect of the 
new cash and 
application of 
the funds
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Determine effect of the new cash and 
application of the funds

 Show new funds in re-forecasted business 
plan

 Use to evaluate future debt covenants

 Compare GAAP cash flow to cash basis 13 
week forecast

 Other base financial statements are needed ~ 
B/S and I/S

Measuring the Need
REFORECASTED BUSINESS MODEL



CARES Act: How to Implement Its Provisions to Assist in Recovery55

What does the CARES Act Leave Out?
SIGNIFICANT GAPS IN THE LEGISLATION LEFT TO “THE FED” TO INTERPRET

 Rules around the measurement of EBITDA are insufficient 
and/or inadequate

• Negative EBITDA Situations

 Affirmative covenants are not addressed

 How are lending institutions going to participate?

 Do you have to exhaust all other credit facilities to 
participate?

 Who is going to determine the appropriate size of the loan?

 What does the compliance rubric look like?
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You can stay up-to-date on Title IV through BDO.com, as we report major developments and offer expert 
insights:

CARES Act Title IV: Additional Educational Materials on BDO.com 

 BDO Breaks Down the CARES Act’s $500 Billion Economic Stabilization Plan

 CARES Act Title IV - Preliminary Guidance on the Loan Application

 BDOs Summary of the CARES Act Main Street Business Lending Program

 Exhausted Your CARES Act Paycheck Protection Program Options? Main Street Lending Can Provide 
Additional Liquidity

 New Federal Reserve Guidance for the Main Street Lending Program

https://www.bdo.com/insights/business-financial-advisory/forensics-and-investigations/breaking-down-the-cares-act
https://www.bdo.com/insights/business-financial-advisory/insurance-risk-recovery/preliminary-cares-act-loan-application-guidance-fo
https://www.bdo.com/insights/business-financial-advisory/forensics-and-investigations/federal-reserve-announces-main-street-business-len
https://www.bdo.com/insights/business-financial-advisory/forensics-and-investigations/exhausted-your-cares-act-paycheck-protection-progr
https://www.bdo.com/insights/business-financial-advisory/forensics-and-investigations/new-federal-reserve-guidance-for-the-main-street-l


BDO is the brand name for BDO USA, LLP, a U.S. professional services firm providing assurance, tax, and 
advisory services to a wide range of publicly traded and privately held companies. For more than 100 years, 
BDO has provided quality service through the active involvement of experienced and committed professionals. 
The firm serves clients through more than 65 offices and over 700 independent alliance firm locations 
nationwide. 

As an independent Member Firm of BDO International Limited, BDO serves multi-national clients through a 
global network of more than 88,000 people working out of more than 1,600 offices across 167 countries and 
territories.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK 
company limited by guarantee, and forms part of the international BDO network of independent member firms. 
BDO is the brand name for the BDO network and for each of the BDO Member Firms. 

www.bdo.com

Material discussed is meant to provide general information and should not be acted on without 
professional advice tailored to your needs.

© 2020 BDO USA, LLP. All rights reserved. www.bdo.com

Restructuring and turnaround services within the United States are offered through BDO Consulting 
Group, LLC, a separate legal entity and affiliated company of BDO USA, LLP, a Delaware limited liability 
partnership and national professional services firm. Certain restructuring and turnaround services may not 
be available to attest clients of BDO USA under the rules and regulations of public accounting.
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