Rex Collins

317-504-7900

rcollins@hbkcpa.com

Rex is a Principal at HBK CPA’s and Consultants and leads the HBK
Dealership Solutions Group. He began practicing as a CPA in 1984 and has
spent over 20 years focusing on serving dealers and their dealerships.
Since 1987, Rex has focused his practice entirely on dealers and their
dealerships. Rex’s specialty areas include valuations of dealerships; merger
and acquisition including negotiating financing and due diligence; litigation
support services; forensic accounting; economic, operational and
management consulting; estate planning; research and planning taxation;
general business and financial consulting; and dealership accounting,
operations and management. He gained dealer industry experience as the
CFO of a multi-line dealer group for three years and later as the GM and CFO
of a different dealership group. Rex graduated from the University of
Indianapolis in 1984 with a Bachelor of Arts degree in accounting and
business administration and an Associate of Science degree in computer
technology. Over the years he has authored several publications and has
spoken nationally at numerous seminars and conferences throughout the
U.S. on a variety of topics relating to dealerships. Rex is a current member
of the American Institute of Certified Public Accountants, Indiana CPA
Society and National Association of Certified Valuation Analysts. He is pastpresident of the CPA Auto Dealer Consultants Association and currently
leads the Dealership Industry Group of the BDO Alliance. Rex served many
years as Chairman of the Board of Directors of Volunteers of America of
Indiana.

HBK Dealership Solutions Group
Third Thursday Webinar Series

The Coronavirus Crisis:
Tax Impact of the CARES Act
On Dealers and Their Dealerships
April 30th

Updates to the CARES Act, Loan Programs, and
FFCRA For Dealerships

Trump administration looking at ways to ease employers
liability concerns.
BIC claims are being filed.

“Recession depth will be much worse than 2007-2009.”
Economic Forecaster Lakshman Achuthan 4/22/2020
Now is the time to renegotiate your third-party
rental agreements.
Some employees are asking to be laid off…
…and others are refusing to return to work.

Jordan Baierl

724-934-5300

jbaierl@hbkcpa.com

Jordan Baierl is a Manager with the HBK Dealership Solutions
Group, who specializes in tax, advisory and other consulting
services for dealer clients across the country. Jordan works out of
the firm’s Pittsburgh, PA office. Heis a graduate of Virginia
Polytechnic Institute and State University (commonly known as
Virginia Tech) where he received both a BS and Master’s in
Accounting.
Jordan has worked on a wide variety of client solutions with HBK,
including but not limited to tax planning and preparation, financial
statement preparation and review, store performance and control
reviews, expense and margin benchmarking, buy/sell support and
assistance with manufacturer dealer candidate applications.
Jordan is passionate about the dealership industry and loves
working together with people to solve complex problems.
Jordan successfully completed the National Automobile Dealers
Association (NADA) Dealer Academy Training Program, a year-long,
intensive program focusing on each dealership department, as
well as leadership and financial success.
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Amy M. Reynallt, MBA, COVID-19
Business Management Advocate &
SBA Loan Specialist
Amy is a manager of HBK's
Manufacturing Industry Group and
is located in the Youngstown, Ohio
office. She joined the firm in 2019,
after spending thirteen years in the
manufacturing industry. Amy has
experience navigating strategic and
financial matters associated with
manufacturing companies. She
works closely with these companies
to help them plan, execute, and
meet their short- and long-term
goals.

Paycheck Protection Program – Overview

What is the Paycheck Protection Program?
• Part of the CARES Act signed into law March 27, 2020
• Allows qualified businesses to apply for a loan with an approved
institution, with the potential for a portion, up to 100%, of that loan to
be forgiven
• Visit home.treasury.gov for information and application
• Application process has not been easy
– You likely submitted payroll data and backup reports to justify a loan
amount of 2.5x average monthly payroll costs + refinanced EIDL (capped
at $10 million).

Paycheck Protection Program – Round 1
• Many banks stopped application process as early
as April 15, 2020 due to fund limitations; SBA
stopped applications April 16
• SBA noting that they cannot maintain queue of
applicants after funds are depleted
• Treasury Secretary Mnuchin noted more guidance
coming on economic injury
• Most approved applicants have now received the
funds or will be receiving within the next week

Paycheck Protection Program – Round 2
Round 2 – Paycheck Protection Program and Health Care Enhancement Act
•

Division A – Small Business Programs
– Sec 101 – Amendments to the Paycheck Protection Program, Economic Injury
Disaster Loans, and Emergency Grants
• Amended Amount Committed to PP from $349 B to $659 ($310 B in Round 2)
– $60 B set aside for smaller community banks and credit unions
– CNN article “the expectation is that this round of funds could be exhausted in
under 10 days”
• Added $50B in Disaster Loans Program Account (EIDL)
• Added $10B in Emergency EIDL grants

• Hospitals get more money and additional funds set aside for COVID-19
Testing
• Total package roughly $484B
• “CARES 3.5”

Paycheck Protection Program – Overview
Deferral of Social Security Tax (OASDI)
IRS UPDATE
•

IRS updated guidance on interplay between PPP loan and deferral of employer share of
OASDI

4. Can an employer that has applied for and received a PPP loan that is not yet forgiven defer deposit and payment of
the employer's share of social security tax without incurring failure to deposit and failure to pay penalties?
Yes. Employers who have received a PPP loan, but whose loan has not yet been forgiven, may defer deposit and
payment of the employer's share of social security tax that otherwise would be required to be made beginning on
March 27, 2020, through the date the lender issues a decision to forgive the loan in accordance with paragraph (g) of
section 1106 of the CARES Act, without incurring failure to deposit and failure to pay penalties. Once an employer
receives a decision from its lender that its PPP loan is forgiven, the employer is no longer eligible to defer deposit and
payment of the employer's share of social security tax due after that date. However, the amount of the deposit and
payment of the employer's share of social security tax that was deferred through the date that the PPP loan is forgiven
continues to be deferred and will be due on the "applicable dates," as described in FAQs 7 and 8.
https://www.irs.gov/newsroom/deferral-of-employment-tax-deposits-and-payments-through-december-31-2020

Paycheck Protection Program – Section 1102
Payroll Costs Clarifications
• Payroll Costs Include:

• Salary, wages, commission and similar compensation including cash tips (capped
at $100k annual per individual)
• Payments for vacation leave
• Payments for parental, family, medical or sick leave
• Payments for dismissal or separation
• Payment of any retirement benefits
• Group health care benefits, including insurance premiums
• State and local payroll taxes assessed on the compensation of employees
• The sum of income of a sole-proprietor or independent contractor that is in an
amount not more than $100k in 1 year, prorated for the covered period

Paycheck Protection Program – Section 1102
Payroll Costs Clarifications
• Payroll Costs DO NOT Include:
• Compensation of an individual employee in excess of an
annual salary of $100,000, prorated for the covered period
• Compensation of employees whose principal residence is
outside of the United States

Paycheck Protection Program – Section 1102
•

Payroll Costs DO NOT Include:
• Taxed imposed or withheld under chapters 21, 22 or 24 of IRC (i.e. federal payroll taxes)
during the covered period (2/15/20 – 6/30/20)
• Addressed by SBA FAQ:

– Question: How should a borrower account for federal taxes when

determining its payroll costs for purposes of the maximum loan
amount, allowable uses of a PPP loan, and the amount of a loan that
may be forgiven?
– Answer: Under the Act, payroll costs are calculated on a gross basis
without regard to (i.e., not including subtractions or additions based
on) federal taxes imposed or withheld, such as the employee’s and
employer’s share of Federal Insurance Contributions Act (FICA) and
income taxes required to be withheld from employees. As a result,
payroll costs are not reduced by taxes imposed on an employee and
required to be withheld by the employer, but payroll costs do not
include the employer’s share of payroll tax.

Paycheck Protection Program – Section 1102
•

•

Payroll Costs Clarifications (cont’d)

Footnote:…the SBA interprets this statutory exclusion to mean that payroll costs
are calculated on a gross basis, without subtracting federal taxes that are
imposed on the employee or withheld from employee wages. Unlike employerside payroll taxes, such employee-side taxes are ordinarily expressed as a
reduction in employee take-home pay; their exclusion from the definition of
payroll costs means payroll costs should not be reduced based on taxes
imposed on the employee or withheld from employee wages. This interpretation
is consistent with the text of the statute and advances the legislative purpose of
ensuring workers remain paid and employed. Further, because the reference
period for determining a borrower’s maximum loan amount will largely or
entirely precede the period from 2/15/20-6/30/20 and the period during
which borrowers will be subject to the restrictions on allowable uses of the
loans may extend beyond that period, for purposes of the determination of
allowable uses of loans and the amount of loan forgiveness, this statutory
exclusion will apply with respect to such taxes imposed or withheld at any time,
not only during such period.

Does this mean forgiveness can be based on net pay?

Paycheck Protection Program – Section 1102
• Payroll Costs DO NOT Include:
• Any qualified sick or family leave wages for which a
credit is allowed under 7001 or 7003 of FFCRA
(payroll credit for paid sick or family leave)
• Use both programs
• Do NOT include SAME wages in BOTH programs!

Paycheck Protection Program – Section 1102
Independent Contractors & Self-Employed
• Schedule C self-employed are eligible if in operation as of
2/15/2020, have self-employment income, and have a
principal place of residence in the U.S.
• Partners in partnerships may not submit a separate PPP
application as self-employed individuals; instead selfemployment income of general active partners may be
submitted by the partnership.

Paycheck Protection Program – Section 1102
Independent Contractors & Self-Employed
• Calculation:
– 1040 Schedule C line 31 net profit (> 0, capped at $100K)
– Divide by 12 and multiply by 2.5 to reach average monthly
net profit
– Add EIDL made between 1/31/2020 and 4/3/2020 to be
refinanced, minus any advance

Paycheck Protection Program – Section 1102
Independent Contractors & Self-Employed
• If employees:
– 1040 Schedule C line 31 net profit (capped at $100K & if negative, set to 0)
– 2019 gross wages and tips paid to employees whose principal place of residence
is in the US using Form 941 Taxable Medicare wages & tips, plus pre-tax employee
contributions for health insurance or other benefits excluded, minus amounts over
$100,000 annualized
– 2019 employer health insurance contributions, retirement contributions, and
state and local taxes
– Divide by 12 and multiply by 2.5 to reach average monthly net profit
– Add EIDL made between 1/31/2020 and 4/3/2020 to be refinanced, minus any
advance

Paycheck Protection Program – Section 1102
Allowable Use of Funds
•

Payroll costs

•

Owner compensation replacement (for self-employed)

•

Continuation of group health care benefits under family, medical or sick leave, including
premiums

•

Employee salaries, commissions, or similar compensations

•

Interest on mortgage (which does not include prepayments) incurred prior to covered
period

•

Rent (including rent under a lease agreement)
– Does rent to a related party apply? Does this include rent for equipment?

•

Interest on other debt obligations incurred prior to covered period

•

Utilities: electricity, gas, water, transportation, telephone, internet

•

75% of Loan Proceeds must be used for Payroll Costs?

Paycheck Protection Program – Section 1106
What Loans Can be Forgiven?
• Forgiveness cannot exceed principal
• Eligible for forgiveness in an amount equal to “costs incurred and payments
made” within the covered period (8-week period following first distribution) for:
• Payroll costs (using same definition as in Section 1102)
• Interest payment on any mortgage incurred prior to 2/15/2020
• Rent on any lease in force prior to 2/15/2020
• Payments on any Utility (electricity, gas, water, transportation, telephone, or internet)
for which service began prior to 2/15/2020

• Not more than 25 percent of the loan forgiveness amount may be attributable
to nonpayroll costs

Paycheck Protection Program – Section 1106
• Forgiveness reduced if reductions in FTE
• Multiply eligible forgiveness by:
average monthly FTE’s during covered period
average number of FTE’s from 2/15/19-6/30/19
OR 1/1/2020-2/29/2020 (applicant’s choice)
– Seasonal employers use 2/15/2019-6/30/2019

• Note: Cannot increase forgiveness
• What is an FTE? This is unknown.

Paycheck Protection Program – Section 1106
Potential Reduction to Forgiveness - FTE

• Potential Example of FTE Calculation
– SBA has used this methodology in other programs in the past
– No formal guidance provided FTE calculation in relation to the PPP program

Paycheck Protection Program – Section 1106
Potential Reduction to Forgiveness –
Wages/Salaries
• Reduce loan forgiveness by the amount of any reduction in total salary or
wages of any employee during the covered period that is in excess of 25% of
the total salary or wages of the employee during the most recent full quarter
during which the employee was employed before the covered period.
• Exception: Employees earning an annualized wage/salary more than $100,000
during any single pay period during 2019 are excluded from this calculation

• How do we calculate?
• Covered period vs. most recent full quarter?

Paycheck Protection Program – Section 1106
Potential Reductions to Forgiveness - EIDL
• If you are awarded an emergency advance (grant)
from an Economic Injury Disaster Loan (EIDL), the
amount awarded shall be deducted from the
forgiveness

Paycheck Protection Program – Section 1106
• Reductions in employment or wages/salaries occurring
between February 15, 2020 and ending 30 days after
the enactment of the CARES Act (April 26, 2020) shall
not reduce the amount of loan forgiveness if the
borrower eliminates the reduction by June 30, 2020
• How do we calculate?
Rehiring is Permitted

Paycheck Protection Program – Section 1106
Loan Forgiveness – Important Notes
• The Lender will approve the Forgiveness
– Allow us to help you – contact your HBK Advisor
– Process is unknown: You will need backup information such as verification
of employee counts and rates, payroll reports, payroll tax filings, cancelled
checks / payment receipts for interest, lease, and utility payments, etc.

• Forgiveness is not taxable to the borrower for Federal income tax
purposes.
• Are forgiven expenses deductible?
• Guidance expected

Paycheck Protection Program – Section 1106
Loan after Forgiveness
Loan Forgiveness
• 2 years amortization
• 1% Interest rate
• Payments will be deferred 6 months

Paycheck Protection Program – Section 1106
What items should I be pulling for planning purposes?
•

2019 Payroll Registers by Pay Period

•

Q1:20 Payroll Registers

•

Payroll Registers from February 15, 2020 – April 26, 2020

•

Payroll Registers from April 27, 2020 – June 30, 2020

•

Payroll Registers/Time Reports for your 8 week period

•

Payroll Registers/Time Reports from January 1, 2020 – February 29, 2020
(calculate FTEs)

•

Payroll Register/Time Reports from February 15, 2019 – June 30, 2019 (calculate
FTEs)

•

FTE calc for February 15, 2020 / April 26, 2020 / June 30, 2020

•

Non- payroll : supporting bills/leases and cancelled checks

Main Street Lending
• Federal Reserve program to offer low interest loans
to qualified small and mid sized businesses
– Less than 10,000 employees
– Businesses organized and domiciled in U.S.

• Two Programs:
•
•
•
•

– New Loan Facility – no existing term loan
– Expanded Loan Facility – increases existing term loans

Issued by banks
No forgiveness provision
Like with all programs, this is subject to change
Program not yet opened

Main Street Lending
• 4-year amortization
• $1 million minimum
• Maximum Loan:

– New: lesser of $25 million and an amount that, when
added to the borrower’s existing outstanding and
committed, but undrawn debt, does not exceed 4 times
2019 EBITDA
– Expanded: lesser of $150 million, 30% of borrower’s
existing outstanding and committed, but undrawn bank
debt, and an amount that when added to the borrower’s
existing outstanding and committed, but undrawn debt,
does not exceed 6 times 2019 EBITDA

Main Street Lending
• Uncertainty of economic conditions makes necessary
the loan request to support ongoing operations
• Retain workforce, compensation, and benefits
• Domiciled, created, and organized in US, with significant
operations and employees located in US
• Limitations on executive compensation
• Limitations on dividend payment, repurchase of equity
securities
• Neutral in union organizing, must not abrogate existing
CBA

You Have Questions?

• We want to answer YOUR specific questions in
live webinar next Thursday.
• Send your questions to vramun@hbkcpa.com

Rex A. Collins, CPA, CVA
317.504.7900
rcollins@hbkcpa.com
Jordan Baierl, CPA
724.934.5300
jbaierl@hbkcpa.com
Contact the HBK Dealership Solutions Group anytime at
317-886-1624

