CARES Act: Small Businesses Playbook
Small businesses had been experiencing the benefits of a bull market – consumers were spending
and balance sheets were flourishing. Then, life changed as we knew it, as the global pandemic of
COVID-19 spread across America. Statewide lockdowns required booming businesses to change
course, unemployment numbers soared, and economic uncertainty became the new commonplace.
The Coronavirus Aid, Relief, and Economic Security (CARES) Act was recently signed into law to
assist businesses and steer the economy in the right direction. The CARES Act, the largest stimulus
package in history, was specifically designed with your small business in mind, providing you with
payroll protection and other support for rent, mortgages, and various business costs.
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Leadership Tips: Resiliency Under Pressure

While we are in abnormal times, it is important to remember some leadership fundamentals. First
and foremost, know that you are only able to serve others if you serve you and your business’ needs
first. While harder than ever, hold onto the routines you can maintain – wake up at the same time,
separate your personal and professional life, and engage in activities you enjoy, such as exercise,
family game night, etc. These little pieces of normalcy will allow you to continue to accomplish your
business objectives and your clients’ goals.
When you begin communication with clients, understand that we’re all in the same boat. You’re
both taking conference calls while kids run around the house. You’re both uncertain about what
tomorrow may look like. But you both need each other now more than ever – so over-communicate,
leverage technology, and remember that we’re all humans and in this together.
All of these changes mean you’ll need to adjust how you manage your business. Here are some
recommendations for you to consider:

Adjust How You Manage Your Business Communications
•

•

Update technology and communication
devices – change voicemail, update email
responses, and update your website with
information on office closures.
Use remote office solutions to keep data safe
and secure.

•
•

Continue meeting with your clients by phone
or video conference.
Don’t worry about over-appreciation or
communication.

Prepare to Manage Your Team Virtually

•
•

•

Don’t rely on just email – pick up the phone,
use a video platform, and check-in via text.
Maintain weekly meetings, add more checkins, and clearly assign accountabilities and
timelines for projects.
Give space to your employees to integrate
potential family conflicts. The hours of their
workday may look different. The
productivity week-to-week may vary.

•
•

•
•

Get creative with virtual hangouts, happy
hours, or even lunches.
Consider that they may be uneasy about the
job security, and when possible, provide
assurance and show appreciation.
As a strong leader, be deliberate, visible, and
honest as authenticity goes a long way.
Finally, remember: We’re all learning as we
go, and that’s ok.

Proactively Take Care of Your Business
•

•
•

Set a baseline and gain an understanding of
your year-over-year financial picture from a
cash flow perspective.
Understand the stress your business can
handle in different market environments.
Review and understand your expense
structure. Distinguish between discretionary
and core expenses to prioritize your expense
accounts.

•
•

•

Create cash reserves and a contingency plan
you can execute.
Work to have three months of operating
costs saved that you can utilize in down
markets.
Review and utilize resources available to you,
such as information on the Small Business
Administration site, local lenders, etc.

CARES Act: Individual Assistance
By now, you have likely heard about the stimulus checks US residents will receive. Here’s a quick
breakdown of who can expect a stimulus check:
• US residents with adjusted gross income up to $75,000 ($150,000 if married) are eligible for
the full $1,200 ($2,400 if married). An additional $500 will be granted per child.
• The rebate is reduced by $5 for each $100 that the taxpayer’s income exceeds the phase-out
threshold.
• Incomes exceeding $99,000 for single filers, $146,500 for head of households with one child,
and $198,000 for joint filers with no children are not eligible.
Recipients don’t need to do anything – the majority of payments will be sent via direct deposits
soon. Those without access to direct deposit will receive a mailed check in the upcoming weeks. If
direct deposit account information hasn’t been provided, the IRS set up a portal to collect it to
accelerate payment.

CARES Act: Retirement Assistance
The CARES Act provides tax relief for retirement plan and IRA “coronavirus-related distributions” as
determined by the plan administrator taken by individuals who have been affected by the
coronavirus pandemic throughout 2020. For any such distribution, the proposal:
• Permits in-service distributions, even if such amounts are not otherwise distributable from the
plan under the Internal Revenue Code.
• Provides an exception to the 10% early distribution penalty.
• Exempts the distribution from the 402(f) requirements and mandatory 20% withholding
applicable to eligible rollover distributions.
• Permits the individual to include income attributable to the distribution over the 3-year
period, beginning with the year the distribution would otherwise be taxable.
• Permits recontribution of the distribution to a plan or IRA within 3 years, in which case the
recontribution is generally treated as a direct trustee-to-trustee transfer within 60 days of the
distribution.
The CARES Act also increases the maximum amount of plan loans available to qualified individuals
from $50,000 to $100,000. The same individuals who qualify for a coronavirus-related distribution are
also able to take a loan from their retirement plan.
This increased loan amount is available for loans made during the 180-day period beginning on
March 27, 2020. The CARES Act extends the due date of any qualified individual’s loan repayment
that would otherwise be due during 2020 (but on or after the date of enactment) to one year after
the otherwise applicable due date.

CARES Act: Required Minimum Distributions (RMDs)
RMDs for 2020 are waived for 2020 for all types of Defined Contributions plans (including 401(k),
403(b), and governmental 457(b) plans) and IRAs and inherited IRAs. This also applies to RMDs
due in 2020, but attributable to 2019.
It is a true waiver. The client does not need to make up the distribution next year.
It is important to note that there is no language in the CARES Act stipulating that if someone
already took their RMD, they can put the money back, similar to a 60-day rollover. On April 9, the
IRS issued Notice 2020-23, indirectly providing limited relief by allowing an extension of the 60day rollover period. Any distribution (including unwanted RMDs) taken between February 1, 2020,
and May 15, 2020, can be still rolled over if done by July 15, 2020.
In 2009, the last time there was RMD relief, the IRS allowed RMDs made to be rolled back. We
cannot assure you that the IRS will do that again, but the case for this relief is much stronger this
time than in 2009, so we would be surprised if this were not allowed. If this is not allowed,
individuals eligible for a coronavirus distribution, who received such a distribution in 2020, can
roll it back – up to $100,000.
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Paycheck Protection Program + Your Business

The CARES Act created the Paycheck Protection Program (PPP). The purpose of the PPP is to
enable small businesses to keep their employees on payroll by providing forgivable loans to pay
for payroll-related expenses. It is administered by the Small Business Administration and is
intended to help keep small businesses, who are experiencing hardship due to COVID-19, afloat
during these difficult times.
Below we’ve provided a summary of the PPP and next steps as you determine if it’s right for you.
We also recommend speaking with your CPA or tax attorney before proceeding with a loan.

Quick Facts on the Paycheck Protection Program
1% Interest Rate
• The loan will have a 1% interest rate
(fixed) for a maturity of 2 years.
• All payments will be deferred for 6
months.
• No prepayment penalties or fees.
• No collateral, personal guarantee or
“credit elsewhere” proof is needed.
2.5x Payroll
• The amount is 2.5x your monthly
payroll expenses up to $10 million.
• Calculated based off of your monthly
average over the trailing 12 months or
the 2019-2020 calendar year.
• Payroll expenses include:
o Salary, commissions, wages, or
tips (capped at $100,000 for
each employee, “annual salary
of $100,000 applies only to
cash contribution, not to cashbenefits, such as employer
contributions to retirement
plans, healthcare, and state
and local taxes)
o Employee benefits, including
vacation, parental, family or
medical paid leave
o Group health costs, including
premiums
o State and local taxes assessed
on employee compensation

•

Payroll expenses do NOT include:
o Employee cash compensation in
excess of $100,000
o Payroll and income taxes
o Employees whose primary
residence is not the US
o Qualified sick leave under Section
7001 and 7003

Fully Forgiven
• The loan will be fully forgiven if at least
75% of the loan is used on payroll
expenses.
• You must have the same number of
employees as February 15, 2020 when
applying for forgiveness.
• There is a possibility that the full amount
won’t be forgiven, and the forgiven
amount will decrease based on the
following calculations:
o Decrease in employee headcount
= proportional reduction in wage
forgiveness
o Wage reduction > 25% for any
employee making < $100k
• You must apply for the loan to be
forgiven after an 8-week period. This 8week period begins on the date of the
first payment to the lender. The lender
then has 10 days to begin disbursements.
• Loan forgiveness ultimately is
determined by your lender, so please
ensure that you keep meticulous records
and that you maintain headcount.

Getting Started with the Paycheck Protection Program

1) Determine if your small business is eligible for the PPP
Does your business have less than 500
employees?
Were you in operation prior to February
15, 2020?
Will the loan be used for ongoing
operations? NOTE: For full forgiveness, at
least 75% of forgiven amount must be
used for payroll related costs.








Will it be used to retain workers or make
rent payments?
Do you not have any other paycheck
protection loan applications pending?

If you checked ALL of the boxes, you are likely eligible for the PPP.

2) Begin the application process
•
•

•

•

•

Consult with your tax advisor or attorney to make sure this is the best choice for your
business.
Then, contact your local lender and ask them for a list of required documents, as well as
the application. Examples include:
o 2019 Payroll information: IRS form 940, 941, 944 of W-3, 1099, health insurance,
state and local taxes, retirement plan contributions
o Corporate government documents: articles of incorporation, operating agreement
Calculate your payroll costs and begin filling out the application.
o US Chamber of Commerce guidelines: Total payroll expenses + mortgage interest
+ rent on a current lease + utilities over the 8 weeks since origination date of the
loan is the amount eligible for forgiveness
Collect any other supporting documents according to list of required documents,
including 2019 payroll info, corporate government documents, and proof of mortgage
interest/rent, and utilities.
Submit to your lender.

3) Follow best practices
• Double check your documents, calculations, and when in doubt, ask. Ask your trusted partners,
CFOs, consultants and CPAs. Don’t inflate or overstate – errors may result in delays.
• Ask your lender for a turnaround time, prepare to re-hire or reinstate wages by June 30, and be
mindful of the forgiveness reduction restrictions.
• Prepare for future forgiveness by collecting proof of payroll, mortgage, rent and utilities.
• Remember to apply for forgiveness through your lender in 8 weeks.
Other CARES Act Programs for Small Businesses
Emergency Injury Disaster Loan (EIDL) Program Small Business Debt Relief Program
• To provide six months of relief, SBA will
• This is a small business loan for up to $2
cover all loan payments (principal,
million that can be used for expenses
interest, and fees).
incurred due to the COVID-19 pandemic:
The CARES Act created a new, forgivable
advance for EIDL loans of $1,000 per
employee, up to $10,000. All states meet the
disaster qualification.
• You can apply directly on the SBA’s site.
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Small Business: Loans + Vendors

After determining you would like to apply for the Paycheck Protection Program, you’ll next need to consult
with your attorney or accountant, and then reach out to an SBA-approved lender for more information.

SBA Loan Resources
If your current bank isn’t an SBA-approved lender, we recommend using these resources to help you
determine which SBA lender is best for you:
SBA’s 100 Most Active 7(a) Lenders

SBA Lenders Based on Zip Code

Paycheck Protection Program Loan Calculator

The next step will be determining how much you’re eligible to borrow with the Paycheck Protection Program.
You’ll need to be prepared to include payroll items, including salaries, benefits, separation allowance,
healthcare, retirement payments, and state/local tax on employee compensation. You also need to prepare
information on payroll items; you’ll need to exclude employee cash-only compensation over $100,000, payroll
and income taxes, employees who reside outside of the US, and qualified sick leave under 7001 and 7003.
Please use this calculator as a guide, but verify all amounts with legal counsel, accountants, and the bank’s loan
officer: SBA PPP Calculator.

Jacobi Capital Is Here for You

During these unprecedented times, Jacobi Capital is ready to help.
• Do you have any questions about the CARES Act?
• Do you need additional help beyond these tools and resources?
• What other information could help you?

We value your opinion and want to hear from you. Visit our Jacobi Media Center for more educational
materials, or give us a call at 570-826-1801.

Information and interactive calculators are made available as self-help tools for your independent use and are not intended
to provide investment advice. We can’t and don’t guarantee their applicability or accuracy in regards to your individual
circumstances. All examples are hypothetical and are for illustrative purposes. We encourage you to seek personalized advice
from qualified professionals regarding all personal finance.
This material is not intended to be a substitute for specific individualized legal or tax advice. We suggest that you discuss
your specific situation tax issues with a qualified tax advisor. All information is believed to be from reliable sources; however,
Jacobi Capital Management, LLC makes no representation as to its completeness or accuracy.

