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are subject to change.
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CARES ACT LOAN PROGRAMS

What are the CARES Act loan programs?

= The Coronavirus Aid, Relief and Economic Security Act (CARES Act) was signed into law on March
27, 2020 and included several provisions to address the impact on small business of the economic
disruption caused by the COVID-19 pandemic
= The CARES Act has important provisions for two types of loans:
1. Economic Injury Disaster Loans (EIDL)
2. Paycheck Protection Program Loans (PPP)
= You can apply for both loans but the proceeds cannot be used for the same expenses
= Both loan programs involve the Small Business Administration in different ways

What is the SBA?

= The Small Business Administration (SBA) is a U.S. Agency that assists small businesses by
providing them with financing which they would not otherwise be able to access
= SBA loans are issued by SBA eligible lenders and are backed by the government

What are the key differences between PPP Loans and EIDL Loans?

= These are separate programs and a business may not use either loan for the same purpose

= PPP loans are entirely forgivable if used for specified requirements; EIDL loans are not forgivable
(except for an initial $10,000 grant)

= PPP loans are capped at $10 million per organization; EIDL loans are capped at $2 million per
organization

» PPP loans carry an interest rate of 1%; EIDL loans carry an interest rate of either 3.75% or 2.75%,
depending on the type of organization

= PPP loans are issued by banks; EIDL loans are issued directly by the SBA

= |f your EIDL loan was used for payroll costs, the PPP loan must be used to re-finance the existing
EIDL loan

PAYCHECK PROTECTION PROGRAM - ELIGIBILITY

What is the Paycheck Protection Program?

= The Paycheck Protection Program is a lending program created under the CARES Act.

» Provides $349 billion in loans and expands eligibility for Small Business Administration (“SBA”) loans
under section 7(a) of the Small Business Act

= Designed to incentivize small businesses and non-profits to maintain employment and operations
during global pandemic caused by COVID-19

Who is eligible for a PPP Loan?

= Any of the following, provided they (1) have 500 or fewer employees and (2) are impacted by
coronavirus-related issues from February 15, 2020 through June 30, 2020
o Small Business Category (can apply beginning April 3, 2020)
= Small businesses
= Non-profits
= Veteran’s organizations
= Religious organizations
= Tribal business

Source: Brown Advisory Analysis. Please see the end of this presentation for important disclosures.



BrownaApvisory

=== Thoughtful Investing.

o Sole Proprietorship Category (can apply beginning April 10, 2020)
= Sole proprietors
= Independent contractors
= Gig economy workers
= Self-employed individuals

Are there any exceptions to the 500-Employee Rule?

= There are exceptions for independently owned franchises approved by the SBA and for restaurants
or hospitality businesses that have more than one physical location if they employ 500 employees or
less at each location

Are venture-backed and private equity-backed companies eligible for PPP loans?

= This question arose because of the “affiliation rules” that apply to most SBA loans

= These rules determine when related companies are eligible for SBA loans

= According to the guidance provided by the SBA on April 3, 2020, venture-backed and private equity-
backed companies may be eligible for PPP loans

The official guidance can be found here — the rules are complicated, so owners of these companies
need to do additional due diligence before applying for a PPP loan

What about other affiliated companies?

= The short answer is “it depends”. The guidance should be reviewed in connection with each
situation. The guidance can be found here

Are non-profits other than 501(c)(3) organizations eligible for PPP loans?

= No, only 501(c)(3) organizations are eligible

Is there a limit to the number of loans the SBA can issue?

» The CARES Act allocates $349 billion to the PPP loan program
= |f total loan applications exceed that amount, later applicants will not be able to obtain loans
= President Trump has promised that additional funds would be made available

PAYCHECK PROTECTION PROGRAM - TIMELINE OF APPLICATION

When can a business apply?

= Small businesses can apply starting April 3, 2020

= Sole proprietors, independent contractors, gig economy workers and self-employed individuals are
eligible and can apply starting April 10, 2020

= All applications are processed on a first come, first serve basis

When does the Program end?

= Individuals and businesses who are eligible may receive PPP loans from the start date through June
30, 2020

Source: Brown Advisory Analysis. Please see the end of this presentation for important disclosures.


https://www.sba.gov/sites/default/files/2020-04/Affiliation%20rules%20overview%20%28for%20public%29%20v2.pdf
https://www.sba.gov/sites/default/files/2020-04/Affiliation%20rules%20overview%20%28for%20public%29%20v2.pdf
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TERMS OF PPP LOANS

Who administers the loans?

= PPP loans will be administered by SBA-approved banks and lending institutions

How much can a company borrow?

» The maximum loan amount is 250% of average monthly payroll costs, with a maximum loan size of
$10 million

How is the loan amount calculated?

= Aggregate payroll costs for the past 12 months for all employees

= Subtract any compensation paid over $100,000 to any employees

= Divide that number by 12 to get the average monthly cost

= Multiply average monthly costs by 2.5

Add any EIDL loans made between January 31, 2020 and April 3, 2020

What do payroll costs include?

= For an employer:
o Salary, wages, commissions or tips
o Employee benefits, including costs for vacation, parental, family, medical or sick leave;
allowance for separation or dismissal; payments required for the provision of group health
care benefits including insurance premiums; and payment of any retirement benefits
o State and local taxes assessed on compensation
o Compensation for any employee over $100,000 will not be counted
= For a sole proprietor or independent contractor:
o Wages, commissions, income, or net earnings from self-employment
o Compensation over $100,000 will not be counted

Do payroll costs include payments to independent contractors?

= No, because independent contractors are authorized to apply for their own PPP loans
What is the interest rate and maturity?

= One percent interest and matures in 2 years on any amount not forgiven
Does the loan need to be collateralized?

= No, collateral or personal guarantees are necessary for PPP loans
Can a business obtain multiple PPP Loans?

= No, each organization is only eligible for one PPP loan

Are there other tax benefits available under the CARES Act?

= Yes, most businesses are eligible to defer social security payroll taxes under the CARES Act

» If a business experiences (1) a full or partial shutdown by the government or (2) a 50% decline of
gross receipts in a given quarter, that business may take advantage of an Employee Retention
Credit of up to $5,000 per employee

Source: Brown Advisory Analysis. Please see the end of this presentation for important disclosures.



BrownaApvisory

=== Thoughtful Investing.

= Note that neither of these options are available if one takes a PPP loan

ADMINISTRATION OF PPP LOANS

What can loan proceeds be used for?

= The loan proceeds may be used for:
o Payroll costs
o Health Care benefits
o Employee salaries, commission or compensation
o Payments of mortgage interest
o Rent and utility charges
o Refinancing an Economic Injury Disaster Loan (EIDL) made between January 31, 2020 and
April 3, 2020
= At least 75% of the loan proceeds must be used for payroll costs and no more than 25% of any loan
forgiveness amount can be used for non-payroll costs

PPP LOAN - FORGIVENESS

What portion of a PPP Loan will be forgiven?

= Any portion of the PPP loan is eligible for forgiveness if used to maintain payroll costs (including
benefits) in the 8-week period after the loan has been granted

= The amount of forgiveness will be reduced in proportion to the reduction in the number of employees
and any reduction in employee pay greater than 25% from February 15, 2020 through June 30, 2020

= No more than 25% of the loan forgiveness amount may be used for non-payroll costs

Are there any tests that will be used to further limit forgiveness?

» Yes, the government will apply two tests that might limit forgiveness of a loan:
1. Employee retention test
2. Employee compensation test

How does the employee retention test work?

= For each entity receiving the loan, the government will multiply the funds used for permissible uses
during the first 8 week period after the loan has been granted by a fraction
o The fraction’s numerator is the average number of employees during the first eight weeks since
the issuance of the loan

o The fraction’s denominator is the average number of employees for the entity for either:
= February 15, 2019 to June 30, 2019
= January 1, 2020 to February 15, 2020

o The entity selects which period to use for the denominator

How does the employee compensation test work?

= After multiplying the funds used for permissible uses by the applicable fraction under the employee
retention test, subtract from the forgiven amount any reduction in employees’ wages greater than
25% compared to the most recent quarter
o This test only looks at reduction in employees’ wages for those that made $100,000 or less on
an annualized basis in 2019

Source: Brown Advisory Analysis. Please see the end of this presentation for important disclosures.
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How do | calculate the full amount of forgiveness?

= Determine how much of the loan’s funds went pay for payroll costs or specified operating expenses

= Multiply that number by the fraction of (1) average employees during the first eight weeks of the
divided by (2) the average employees of entity for the chosen period, and

= Subtract the amount of wage reduction greater than 25% of employees making $100,000 or less on
an annualized basis in 2019

Is the forgiveness of the loan a taxable event?

= No, loan forgiveness will not be taxable

If we already laid off employees, do we need to rehire all of them to qualify for loan
forgiveness?

= |f employees are laid off between February 15th and April 26th, 2020, you can rehire all previously
laid off employees by June 30th to avoid the reduction of loan forgiveness

PPP LOANS - PRACTICAL INFORMATION

Where can | find the application?

= As of April 3, 2020, the updated application can be found here

What banks are issuing loans for the PPP loan program?

= All existing SBA certified lenders can process PPP loans

= All federally insured depository institutions, federally insured credit unions and Farm Credit System
Institutions are eligible to participate

= This link provides a list of lenders: https://www.sba.gov/paycheckprotection/find

= Due to the high volume of applications, it may be difficult to find a lender

How do | apply?

= Numerous banks are partnering with the SBA

= Consult with your local lender as to whether it is participating

= Note that it can be difficult to find a bank to partner with as many banks are struggling to figure out
the specific requirements for issuing the loans and will only issue loans to their current customers at
this time

Can Brown Advisory clients with ownership of accounts at U.S. Bank apply for a PPP
loan through U.S. Bank?

= U.S. Bank is working with Brown Advisory to provide loans to as many clients as possible
= Detailed information about U.S. Bank’s programs can be found here

Source: Brown Advisory Analysis. Please see the end of this presentation for important disclosures.


https://www.sba.gov/sites/default/files/2020-04/PPP%20Borrower%20Application%20Form.pdf?utm_source=hs_email&utm_medium=email&utm_content=85752279&_hsenc=p2ANqtz-8hW97S7DiAihMOknZ41GqaCn6lIyt-kAn4iPN7jDayNJHKSSsuRTUuV3fw1fCe3UP1Ry9h7PJoGr7iZPepNOmenfSIFQ&_hsmi=85752279
https://www.sba.gov/paycheckprotection/find
https://apply.usbank.com/applications/business/InquiryForm
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Economic Injury Disaster Loans

What are EIDL loans?

= Economic Injury Disaster Loans provide up to $2 million for working capital needs to continue
business operations

= These loans may also be used to cover sick leave for employees unable to work due to COVID 19,
payroll costs, supply costs, rent or mortgage, and repayment of debt (although proceeds may not be
used to re-finance debt)

Who is eligible for an EIDL loans?

= Small businesses with less than 500 employees (including sole proprietorships, independent
contractors, self-employed individuals)

= Nonprofit organizations

= Veterans organizations

When can | apply for an EIDL loan?

= Immediately

What is the interest rate and applicable term for EIDL Loans?

» 3.75% for businesses

= 2.75% for non-profits

= The term is up to 30 years with an automatic one year deferral on repayment
= Interest begins accruing at the time the loan is issued

What is the EIDL emergency advance?

= |f you apply for an EIDL loan, you are also eligible to apply for an Economic Injury Disaster Loan
advance up to $10,000
= This loan advance will not need to be repaid

Is collateral required?

= Collateral is required for loans over $25,000
» Personal guarantee is waved for loans of $200,000 or less from January 31, 2020 — December 31,
2020

Will EIDL loans be forgiven?

= EIDL loans are generally not eligible for forgiveness (other than the advance grant of up to $10,000)

Where can | apply for an EIDL Loan?

= The application is here

Where can | find additional resources?

= Treasury: Paycheck Protection Program: Final Borrower Application Form

= Treasury: Paycheck Protection Program: Lender Electronic Data Form

= Treasury: PPP New Lender Application Form (Federally Insured Depository Institutions, Federally
Insured Credit Unions, Farm Credit System Institutions)

Source: Brown Advisory Analysis. Please see the end of this presentation for important disclosures.


https://covid19relief.sba.gov/#/
https://urldefense.proofpoint.com/v2/url?u=https-3A__home.treasury.gov_system_files_136_Paycheck-2DProtection-2DProgram-2DApplication-2D3-2D30-2D2020-2Dv3.pdf&d=DwMFAg&c=_tB2VrynS2sn0V-Gh8JZqQ&r=JS-J8Yh4JcTd4r0OZmIZm_Jv37xxw8JbVd_qPL1IEz0&m=XKOplmWbiXzCSVs28KWy3F6ymY3I9BDdmNZkxVWuNOg&s=iYQVYg1TxwLHa0Sfyg0e34siuoPk7m9X3XkMsEIBiCw&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__home.treasury.gov_system_files_136_PPP-2DLender-2DApplication-2DForm-2DFillable.pdf&d=DwMFAg&c=_tB2VrynS2sn0V-Gh8JZqQ&r=JS-J8Yh4JcTd4r0OZmIZm_Jv37xxw8JbVd_qPL1IEz0&m=XKOplmWbiXzCSVs28KWy3F6ymY3I9BDdmNZkxVWuNOg&s=vCoRm4Bj3I4-kx_AmzhjTKv2RbGbX0jOu47KSg-z-Yw&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__home.treasury.gov_system_files_136_PPP-2D-2DAgreement-2Dfor-2DNew-2DLenders-2DBanks-2DCredit-2DUnions-2DFCS-2Dw-2Dseal-2Dfillable.pdf&d=DwMFAg&c=_tB2VrynS2sn0V-Gh8JZqQ&r=JS-J8Yh4JcTd4r0OZmIZm_Jv37xxw8JbVd_qPL1IEz0&m=XKOplmWbiXzCSVs28KWy3F6ymY3I9BDdmNZkxVWuNOg&s=Nte7at6FgAjOJC1zwwvBFuVyz-xS-P95O3l_3fxKkcI&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__home.treasury.gov_system_files_136_PPP-2D-2DAgreement-2Dfor-2DNew-2DLenders-2DBanks-2DCredit-2DUnions-2DFCS-2Dw-2Dseal-2Dfillable.pdf&d=DwMFAg&c=_tB2VrynS2sn0V-Gh8JZqQ&r=JS-J8Yh4JcTd4r0OZmIZm_Jv37xxw8JbVd_qPL1IEz0&m=XKOplmWbiXzCSVs28KWy3F6ymY3I9BDdmNZkxVWuNOg&s=Nte7at6FgAjOJC1zwwvBFuVyz-xS-P95O3l_3fxKkcI&e=
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= Treasury: Paycheck Protection Program — Interim Final Rule
= Treasury: Find an eligible lender

= Treasury: Interim Final Rule on Affiliation

= Treasury: Applicable Affiliation Rules

= Treasury: Frequently Asked Questions

Source: Brown Advisory Analysis. Please see the end of this presentation for important disclosures.


https://urldefense.proofpoint.com/v2/url?u=https-3A__home.treasury.gov_system_files_136_PPP-2D-2DIFRN-2520FINAL.pdf&d=DwMFAg&c=_tB2VrynS2sn0V-Gh8JZqQ&r=JS-J8Yh4JcTd4r0OZmIZm_Jv37xxw8JbVd_qPL1IEz0&m=XKOplmWbiXzCSVs28KWy3F6ymY3I9BDdmNZkxVWuNOg&s=hjp0uys2TI_J4RbB80S4t8Y6Nr6iAsIxkRzpP4duVXg&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__www.sba.gov_funding-2Dprograms_loans_coronavirus-2Drelief-2Doptions_paycheck-2Dprotection-2Dprogram-2Dppp&d=DwMFAg&c=_tB2VrynS2sn0V-Gh8JZqQ&r=JS-J8Yh4JcTd4r0OZmIZm_Jv37xxw8JbVd_qPL1IEz0&m=XKOplmWbiXzCSVs28KWy3F6ymY3I9BDdmNZkxVWuNOg&s=5_2Zx6X-LH8PkxUn5uW8U5aSmUwbaX00KReVxgs_nt0&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__home.treasury.gov_system_files_136_SBA-2520IFR-25202.pdf&d=DwMFAg&c=_tB2VrynS2sn0V-Gh8JZqQ&r=JS-J8Yh4JcTd4r0OZmIZm_Jv37xxw8JbVd_qPL1IEz0&m=XKOplmWbiXzCSVs28KWy3F6ymY3I9BDdmNZkxVWuNOg&s=O3C4bAfJOTKFoWMJufBV8_ICzerqE_wiZ6jo7ksycJE&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__home.treasury.gov_system_files_136_Affiliation-2520rules-2520overview-2520-2528for-2520public-2529.pdf&d=DwMFAg&c=_tB2VrynS2sn0V-Gh8JZqQ&r=JS-J8Yh4JcTd4r0OZmIZm_Jv37xxw8JbVd_qPL1IEz0&m=XKOplmWbiXzCSVs28KWy3F6ymY3I9BDdmNZkxVWuNOg&s=FaXjYsV87WgFYt39sg0oplZK6WLudBYXzXfWghSnMfY&e=
https://urldefense.proofpoint.com/v2/url?u=https-3A__home.treasury.gov_system_files_136_Paycheck-2DProtection-2DProgram-2DFrequenty-2DAsked-2DQuestions.pdf&d=DwMFAg&c=_tB2VrynS2sn0V-Gh8JZqQ&r=JS-J8Yh4JcTd4r0OZmIZm_Jv37xxw8JbVd_qPL1IEz0&m=XKOplmWbiXzCSVs28KWy3F6ymY3I9BDdmNZkxVWuNOg&s=QrimYL4l1Lj3MboQjKGXGm6u-olRe6P2U4AWJk1RMv8&e=
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DISCLOSURES

The views expressed are those of the author and Brown Advisory as of the date referenced and are subject to
change at any time based on market or other conditions. These views are not intended to be and should not be relied
upon as investment advice and are not intended to be a forecast of future events or a guarantee of future results.
Past performance is not a guarantee of future performance and you may not get back the amount invested. The
information provided in this material is not intended to be and should not be considered to be a recommendation or
suggestion to engage in or refrain from a particular course of action or to make or hold a particular investment or
pursue a particular investment strategy, including whether or not to buy, sell, or hold any of the securities mentioned.
It should not be assumed that investments in such securities have been or will be profitable. To the extent specific
securities are mentioned, they have been selected by the author on an objective basis to illustrate views expressed in
the commentary and do not represent all of the securities purchased, sold or recommended for advisory clients. The
information contained herein has been prepared from sources believed reliable but is not guaranteed by us as to its
timeliness or accuracy, and is not a complete summary or statement of all available data. This piece is intended
solely for our clients and prospective clients, is for informational purposes only, and is not individually tailored for or
directed to any particular client or prospective client.

Any business or tax discussion contained in this communication is not intended as a thorough, in-depth analysis of
specific issues. Brown Advisory does not render legal or tax advice. Prior to making an investment decision, a
prospective investor should consult with its own legal, tax, accounting and other advisors to determine the potential
benefits, burdens, and other consequences of such investment.

10



	PAYCHECK PROTECTION PROGRAM – ELIGIBILITY03
	TERMS OF PPP LOANS05
	PPP LOAN – FORGIVENESS06
	PPP LOANS – PRACTICAL INFORMATION07
	ECONOMIC INJURY DISASTER LOANS08
	CARES ACT LOAN PROGRAMS
	PAYCHECK PROTECTION PROGRAM – ELIGIBILITY
	PAYCHECK PROTECTION PROGRAM – TIMELINE OF APPLICATION
	TERMS OF PPP LOANS
	ADMINISTRATION OF PPP LOANS
	PPP LOAN – FORGIVENESS
	PPP LOANS – PRACTICAL INFORMATION
	Economic Injury Disaster Loans


