


BEFORE WE BEGIN

« Sound: There is no dial-in number for this webinar. Audio is being streamed through e you questo I s
your computer. Please make sure your computer speakers are turned on and the
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e (Questions: If you have any questions during the webinar, you can submit them
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conclusion of this webinar. Your input is greatly appreciated!
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COHNREZNICK DISCLAIMER

Any advice contained in this communication, including attachments and
enclosures, is not intended as a thorough, in-depth analysis of specific issues. Nor
is it sufficient to avoid tax-related penalties. This has been prepared for information
purposes and general guidance only and does not constitute professional advice.
You should not act upon the information contained in this publication without
obtaining specific professional advice.

No representation or warranty (express or implied) is made as to the accuracy or
completeness of the information contained in this publication, and CohnReznick
LLP, its members, employees and agents accept no liability, and disclaim all
responsibility, for the consequences of you or anyone else acting, or refraining to
act, in reliance on the information contained in this publication or for any decision
based on it.

CohnReznick

ADVISORY « ASSURANCE - TAX
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NIXON PEABODY DISCLAIMER

The content should not be construed as legal advice, and readers
should not act upon information in this publication without
professional counsel. Everyone attending this call should seek their
own advice related to their specific situation.

The information presented is for educational purposes only and the
details of the laws, regulations, and programs may have changed
or will change since the production of this presentation.
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AGENDA

e |ndustry Impact

Overview of the CARES Act

Legislative Update - CARES 2

Employment Related Legal Issues/Employee Assistance Programs

Changing Business Strategies: Liquidity & Alternative Financing
Strategies

Questions and Answers
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THE CORONAVIRUS PANDEMIC HAS SEVERELY IMPACTED

NONPROFITS

Strain on liquidity

Most nonprofits are thinly capitalized
and “live on the edge” to fulfill their
missions, meaning the coronavirus
outbreak could dramatically exacerbate
existing challenges.

A 2018 survey by the Nonprofit Finance
Fund found that 75% of nonprofits only
had enough cash on hand to survive for
six months, with nearly 20% only having
enough to keep operating for a month or
less.

Sources: New York Times, Wall Street Journal, Nonprofit Finance Fund.
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Weaker private fundraising

According to the National Council of
Nonprofits (NCN), 14% of non-profit
revenue comes from private
contributions.

Nonprofits have had to cancel critical
spring fundraisers.

Due to the coronavirus, most donors are
dealing with new problems of their own,
in addition to likely having seen their
personal financial situations change for
the worse.

Inability to provide services

Services and government
grants/contracts account for 80% of
nonprofit revenue.

The coronavirus has made it more
difficult for nonprofits to provide their
services, with orders to restrict large
gatherings making it near-impossible for
many nonprofits to operate.

Other revenue-generating events like
conferences have also had to be
cancelled in the wake of the pandemic.

Asset depreciation

6% of nonprofit revenue comes from
other sources, such as investment
income.

This means that nonprofit assets have
likely depreciated as the stock market
and other financial markets have
generally tumbled because of the
coronavirus.



DEMAND FOR MANY NONPROFIT SERVICES IS INCREASING
EVEN AS FINANCIAL PRESSURES MOUNT

“Everyone is losing revenue, and many have skyrocketing demand. You do the math.”

@l - Tim Delaney, President and CEO of the National Council of Nonprofits.

Community demand for many nonprofit services — especially in
the case of charities — will only grow as coronavirus takes its toll.

e United Way has already seen an influx of requests for help as more
and more Americans are laid off or face other financial difficulties.
Over one third of YWCA member organizations have already seen
increases in demand for domestic violence services.

O Space in shelters, however, is limited, and social distancing
measures complicate matters further.

Demand for food assistance is soaring, and most food banks are
struggling to meet it.

O These organizations often rely on older volunteers (who are
now generally sheltering in place) and are unable to receive
donations from typical providers like restaurants and hotels.

Sources: New York Times, NPR, KUSI.

Y

Even for nonprofits that can still operate, providing services that
the community needs is proving to be difficult due to:

Less donations and loss of fees

Staffing/volunteer reductions and layoffs

Delays in grant processing

Difficulty securing necessary supplies
(such as PPE)
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THERE ARE VARIOUS FORMS OF RELIEF AVAILABLE FOR
NONPROFITS

Nonprofits can take advantage of many of the same relief options being offered to small businesses and
other employers, as well as some nonprofit-specific relief.

Federal loans: The SBA is providing low-interest disaster loans to small businesses and private nonprofits that have been hurt financially by
COVID-19. Certain nonprofits also qualify for emergency loans of up to $10 million as part of the Paycheck Protection Program enacted
through the CARES act. Nonprofits are expected to be able to qualify for Economic Stabilization Fund (also created as part of the stimulus)
loans, though this is not yet clear.

Federal Reserve Main Street Business Lending Program: Nonprofits with less than $2.5 billion in 2019 revenues or with less than 10,000
employees that have incurred losses due to COVID-19 qualify for the Fed’s new lending facility

Tax code changes in the CARES act: The CARES act codifies a charitable giving incentive through the creation of a new charitable
contributions deduction. The bill also establishes a refundable employee retention payroll tax credit and will allow employers to delay their
payroll tax liabilities until 2021 or 2022. Nonprofits now also qualify for an extended tax filing deadline of July 15, 2020.

Community foundation relief programs: Just under 300 community foundations across all 50 states and DC have made relief funds available
to support local nonprofits in their efforts to manage the effects of the coronavirus in their communities.

Corporate relief programs: Many corporations are offering new grant awards geared towards nonprofits with coronavirus-related programs.
For example, Sony has established a $100 million relief fund and Bank of America is pledging $10 million in grants for nonprofit Community
Development Financial Institutions (CDFIs).

Sources: National Council of Nonprofits, JD Supra, Community Foundation Public Awareness Initiative, The Chronicle of Philanthropy
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INDUSTRY IMPACT — CARES ACT 2

e Nonprofit Community Letter to Congress on Priorities for CARES ACT 2

e Letter urges Congress to include the following clarifications and provisions
o Expand nonprofit access to Credit
= PPP Loans
e Prioritize processing of applications
e Modify the 500 employee cap
» Mid-Size Business Loan Program
e Support NFP employers between 500 to 10,000 employees
¢ Include loan forgiveness provisions
o Strengthen Charitable Giving Incentives
o Treat Self-Funded Nonprofits Fairly
o Increase Emergency Funding by appropriating funds for targeted state grants and programs

I B 11


https://www.councilofnonprofits.org/sites/default/files/documents/community-letter-nonprofit-track-reforms-to-cares-act.pdf
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CARES ACT




FEDERAL RESPONSE

Congress’s three-phase response to the coronavirus crisis

I 13

Phase Phase Phase

1 2 3

Initial support and vaccine Paid leave, unemployment Major economic simulus

development and food assistance package

H.R. 6074 — Coronavirus H.R. 6201 — Families First H.R. 748 Stimulus package
Preparedness and Coronavirus Response Act
Response Supplemental * Major stimulus package ($2
Appropriations Act trillion)
* %100 billion in worker * Loans and support to major
= $8.3 billion in COVID-19 . assistance, including cennnn industries, including airlines
response funding for emergency paid sick leave, and small businesses
developing a vaccine and food assistance, and * Direct payments to
preventing further spread of unemployment payments individuals and families
the virus » Became law on 3/18/20 * Became law on 3/27/20
* Became lawon 3/6/20

Sources: The Wall Street Journal, The Washington Post, Congress.gov.




CARES ACT

Phase 3 (H.R. 748): Coronavirus Aid, Relief, & Economic Security Act
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Introduced Passed Senate Passed House To president Signed into law
3/23/20 3/25/20 3/27/20 3/27/20 3/27/20
Total cost: $2 trillion

P Du'ect payments to individuals:
$ + $1,200 per adult, with an additional $500 per child
+ The full amount will go to individuals who earn

>$75,000/year or $150,000 for married couples; the
payments scale down for higher-earning individuals,
phasing out completely at $99,000 for individuals,
$146,500 for heads of households with one child, and
$198,000 for joint filers without children

--------------------------------------------------------------------------------------------------

+ 8500 billion lending funds for industries, states,
and localities

+ Loans for companies with more than 500 employees

+ $25 billion in loans to airlines; $4 billion to cargo
carriers

+ Bans loans to businesses owned by the president, vice
president, heads of executive departments, or members
of Congress

Sources: PBS Newshour, CXN, The Wall Street Journal The Hill Vox

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

+ Hospital investments

+ $100 billion for hospitals

» $1 billion to Indian Health Service

+ $16 billion for building a stockpile of medical
equipment

+ Increases reimbursements by 20% for treating
Medicare patients with coronavirus

: = 8350 billion in loans for small businesses
: + Loans to small businesses would be forgiven if payrolls
: are maintained
i « Unemployment benefits increased $600/week for
i four months
i « New Treasury IG and Congressional Oversight
§é State and Local Funds
: ﬁo billion for state and local funds, including $8
on for tribal governments

..................................................................................................



PAYROLL PROTECTION PROGRAM

— $349B appropriated

— 9501(c)(3) and 501(c)(19) organizations

— Loan forgiveness

— 2-year term and1% interest rate (if not forgiven)
— Loan of last resort requirement waived

— Max loan amount - 2.5 times average monthly payroll
costs

I B 15



PAYROLL PROTECTION PROGRAM

— No more than 25% of loan for non-payroll costs
— Forgiveness amount limited

— 8 weeks of expenses from date loan disbursed

— Loans to be disbursed within 10 days after application approved
— Beware of SBA affiliation rules for 500 employee rule

— not typical corporate affiliation rules

— Faith based organization exception

— https://www.sba.gov/document/support--fag-lenders-borrowers

I B 16


https://www.sba.gov/document/support--faq-lenders-borrowers

ECONOMIC INJURY DISASTER LOAN

— Established before CARES Act

— CARES Act added forgivable emergency advance of
$10k

— 2.75% interest rate for nonprofit organizations

— Principal and interest can be deferred up to 1 year
— Term of loan varies (up to 30 years)

— Credit score based

— Collateral and guaranty rules apply

— No guaranty if loan less than $200k

Y 17



TAXES AT A GLANCE

« Employee Retention Tax Credit

Tax credit for 50% of eligible
wages (up to $5,000 per
employee)

Covered Period: Wages paid
between March 12, 2020 and
January 1, 2021

Applies to eligible employers
which generally includes
employers with < 500

Ineligible if employer received a
loan under PPP

» Deferral of Employer Payroll Taxes

Deferral of employer’s portion of the
6.2% FICA tax from March 27, 2020
to December 31, 2022

50% of such deferred amount must
be paid by December 31, 2021 and
the remaining 50% by December 31,
2022

Ineligible if employer had loan
forgiveness under PPP; okay to get
PPP, just can’t get forgiveness

» Payroll Tax Credit for Paid Sick,

Family, and Medical Leave

Tax credit for wages required to
be paid under the sick leave
and/or family and medical
(“FML”) leave rules

Covered Period: wages paid
between April 1, 2020 and
December 31, 2020

Applies to eligible employers,
which generally includes
employers with < 500 employees

Self-employed individuals are
also eligible



https://www.irs.gov/pub/irs-drop/n-20-21.pdf

KEY LOAN RESTRICTIONS

Paycheck Protection Economic Injury
Program — Disaster Loan

PPP loan

forgiveness
PPP loan will be reduced by
the amount of any

Receipt of a PPP loan A borrower that has
renders a borrower loan forgiveness under

ineligible to receive the PPP is not eligible for forgiveness will be
Employee Retention the Employer Payroll reduced by the amount Emergency EIDL

‘ : Loan advance
Tax Credit Tax deferment of Leave Credit e




MAIN STREET LENDING NEW LOAN FACILITY

— Max 10,000 employees and $2.5B 2019 annual revenue

— U.S. entity with significant operations in U.S. and majority
employees located in US

— Not eligible if participating in Main Street Expanded Loan
Facility or Primary market Corporate Credit Facility

— Unclear whether nonprofits eligible

Y 20
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LEGISLATIVE UPDAIE —
CARES 2




LEGISLATIVE UPDATE — CARES 2 — SUPPLEMENTAL

 The Madness of March 2020 for Congress

* This week on Capitol Hill

 Whatis driving CARES 2 policy makers

» The goal of sustainability

 What is next for relief in COVID bill 4- and when?
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EMPLOYMENT-RELATED LEGAL
ISSUES AND EMPLOYEE
ASSISTANCE PROGRAMS




EMPLOYEE-RELATED LEGAL ISSUES

Families First Coronavirus Response Act Employee Assistance Options
« FMLA Expansion  Unemployment Insurance Benefits
 Emergency Paid Sick Leave « State Disability Insurance Benefits

e PTO Donations

Workforce Management Options
 Hours Reductions
* Furloughs
« Layoffs

I 24



FAMILIES FIRST CORONAVIRUS RESPONSE ACT

— Signed by President Trump on March 18

— Effective April 1, 2020

— Applies to leaves from April 1 to December 31, 2020
— Applies to employers with less than 500 employees

— Exemptions
« Certain health care professionals and emergency responders, and

« Small businesses with fewer than 50 employees when these
requirements could jeopardize the validity of the business as a
going concern

I B 25



FAMILIES FIRST CORONAVIRUS RESPONSE ACT —
FMLA EXPANSION

— Usual FMLA eligibility requirements do NOT apply

— An employee is eligible if she has been employed for
at least 30 days and is unable to work (or telework)
due to a need to care for children under 18 years of
age, if the school or place of care has been closed,
or if the child care provider is unavailable, due to a
public health emergency

I B 26



FAMILIES FIRST CORONAVIRUS RESPONSE ACT —
FMLA EXPANSION

* First two weeks of leave unpaid; subsequent weeks paid

o 12 workweeks during a 12-month period

e Leave must be paid at a rate of 2/3 the employee’s regular rate of
pay, and at the number of hours the employee is regularly
scheduled to work

« Paid leave is capped at $200 a day or $10,000 in the aggregate

I 27



FAMILIES FIRST CORONAVIRUS RESPONSE ACT —
EMERGENCY PAID SICK LEAVE

— Any employee working for an employer can use this—
there are no accrual or length of employment
requirements

— Employer shall provide 80 hours of paid sick leave to
be used this year for a covered reason

— No carryover from year to year

— No payout upon separation

DY B 28



FAMILIES FIRST CORONAVIRUS RESPONSE ACT —
EMERGENCY PAID SICK LEAVE

Covered reasons:

1. The employee is subject to a federal, state, or local 5. The employee is caring for a son or
quarantine or isolation order due to COVID-19. daughter if the school or place of care
_ for the child has been closed, or the
2. The gmployee has beelj advised by a health care child care provider is unavailable, due
provider to self-quarantine due to concerns related to to COVID-19 precautions.
COVID-19.
_ o 6. The employee is experiencing any
3. The employee is experiencing symptoms of COVID- other substantially similar condition
19 and seeking a medical diagnosis. specified by the Secretary of Health
4. The employee is caring for an individual who is and Human Services in consultation
subject to an order as provided in (1) or has been with the Secretary of Treasury and
advised as per (2). the Secretary of Labor.

Y B 29



FAMILIES FIRST CORONAVIRUS RESPONSE ACT —
EMERGENCY PAID SICK LEAVE

The following caps apply:

— The first three covered reasons have a cap of
$511 per day and $5,110 in the aggregate

* Must be paid at the employee’s regular rate of pay or the
state/federal/local minimum wage, whichever is greater
(up to the cap)

— The fourth through sixth covered reasons have a
cap of $200 per day and $2000 in the aggregate

* Must be paid at 2/3 the of the greater of the amounts
above (up to the cap)

Y B 30



WORKFORCE MANAGEMENT OPTIONS

N

Voluntary leaves and
exit packages

Y 31
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Reduction of hours
and compensation

Salary basis test for
exempt employees

Conversion to non-
exempt

Temporary furloughs

Exempt employees
must generally be
paid a full week'’s
salary in any week in
which they perform
any work

Layoffs

—  WARN/mMini-WARN
Acts

— EXceptions to federal
WARN'’s notice
requirements

—  Mini-WARN Acts



EMPLOYEE ASSISTANCE

= Unemployment Insurance Benefits = State Disability Insurance Benefits
0 Employees of nonprofits that pay 0 Employees unable to work due to
SUTA or self-insure are generally having been exposed to COVID-
eligible for Ul benefits 19 and have supporting

documentation should file
PTO Donations

0 Most states do not restrict
employees from voluntarily
donating any unused PTO to a co-

0 CARES and Disaster worker who suffers a catastrophic
Unemployment Assistance event/medical emergency

0 Employees of nonprofits that are
exempt (many faith-based
nonprofits and small charitable
organizations) generally can’t
access Ul benefits

I 32
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CHANGING BUSINESS
STRATEGIES: LIQUIDITY &
ALTERNATIVEFINANCING
STRATEGIES




THE LIFEBLOOD OF A NOT-FOR-PROFIT

Tuition &
Fees
Grants from
Foundations
&

Governmental
Sources

Conference
Fees

Revenue
Sources Contributions

Membership from
Dues Corporations
& Individuals

Event-
Based
Fundraising

Patient
Revenue
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[ESSONS LEARNED FROM PAST DISRUPTIONS
B -

Drop in Demand

Credit Tightening

M&A Impact
D&O Duties &
Liabilities
Available Relief

from Courts

Policy Changes
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Supply Chain
Constraints

Labor Availability

Government
Stimuli

Employee
Mobility

Travel
Restrictions

FEAR

» Things you should check-on or do in this
moment that are mission critical to survival
« Example.: Evaluate your cash position

e Things you should do to steady the ship after you
have solved for your immediate needs

Next . -
X e Example: Assess remote collaboration capability

(Transition)

e Things you could do to enhance your competitive
position or respond to future market shocks

New e Example: Evaluate supply chain agility

(Transform)




IDENTIFY YOUR FINANCIAL STRESSORS

Cost
Pressure

Labor / Employees Lengthened

Receivables

Decreased
Revenue

Food/Housing/Training

Supply Driven

Contributions _
Tightened Tightened

Liquidity Credit
Customers/Members/Students/Patients

Channels
Covenant
Breaches

Stakeholder
Debt

Demand Driven

Consumption Changes Vendor

Pressure
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BUSINESS CONTINUITY PLANNING

- Plan
ﬁ[%%?r?ﬂ'& Risk ggﬁt':l‘_ﬁ; Incident Development
Management Assessment Strategies Response & Intlgtlitca)wen-

Next
(Transition)
A Plan S
wareness & Exercise C_oordlnatlon
Training Assessment with External
New Programs Maintenance Agencies

(Transform)
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ACT NOW TO MANAGE UNCERTAINTY

Cash

Assess Runway
Project Scenarios

Determine Plan
Conserve/Extend
Payments

Next

(Transition)

Credit
Collections
Claims

New
(Transform)
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ASSESS THE IMPACT OF STRESSORS ON THE BUSINESS

MANAGING THROUGH UNCERTAINTY

PULL THE RIGHT LEVERS
TO EXTEND LIQUIDITY



WORK TOGETHER WITH YOUR COMMUNITY

Creditors/

FLATTEN THE CURVE EMerEiE

Trusted
Advisors

A

Stakeholders
without
protective

S HEALTHCARE SYSTEM CAPACITY

Organizational
Leadership

with protective measures

NUMBER OF CASES

TIME SINCE FIRST CASE

Local
Community
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QUESTIONS & ANSWERS




CONTACT US

o
JOHN ALFONSO, CPA, CGMA ROBERT C. MOSS ANITA PELLETIER KEVIN CLANCY, CPA, JD, CIRA, CFF HILLARY BACA
Partner and Not-for-Profit Industry Practice Principal, National Director of Governmental Counsel, Not-for-profit Team, Nixon Peabody, Global Director, Restructuring and Dispute Labor & Employment Associate, Nixon Peabody,
Leader Affairs LLP Resolution, CohnReznick LLP
Moderator Presenter Presenter Presenter Presenter

John.Alfonso@ Bob.Moss@ apelletier@ Kevin.Clancy@ hbaca@
CohnReznick.com CohnReznick.com NixonPeabody.com CohnReznick.com CohnReznick.com
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JOIN US

INSURANCE COVERAGE FOR COVID-19

Register: http://ow.ly/itSi50zcX5E

April17 at2 pmET .
#CRWebinars COhnREZ”'Ck@


http://ow.ly/itSi50zcX5E

WE'RE HERE FOR YOU

Coronavirus Resource Center

Breaking news

SBA Disaster Loan Assistance

SBA relaxes loan criteria for small

businesses in states impacted by coronavi...

Federal Tax

Emergency Leave and Paid Sick Leave
Requirements for COVID-19

Contact us

Financial Sponsors & Financial Services

w7

PRIVATE EQUITY: How Should Financial
Sponsors Respond to Current Marketplace...

Restructuring & Dispute Resolution

e
e u

Gk 1) SR

On-Demand Webinar: Business triage &
stabilization against coronavirus disruption

Show more insights

IRS automatically extends April 15 income
tax filing and related payments to July 15

Webinar: Obtaining COVID-19 financial
relief: An overview of SBA, CARES, and alt...

I A4

For additional insights, visit
CohnReznick’s Coronavirus
Resource Center.

CohnReznick.com/covid19




BEFORE WE GO

CPE Certification =
. . . Congratulations, you have completed all
e CPE: Your CPE certificate will now be available for i i £ £
immediate download via this software using the @ Minutes to Watch: 50
widget bar at the bottom of your screen assuming B St of ot POl eaaE 4
you:

v
* Viewed the webinar for at least 50 minutes R

« Completed 75% of the polls/attendance checks )
_ oA B & =
« SURVEY: We hope you will share your feedback n = EERE
with us using the survey widget at the conclusion Resource Lit =iz
of this webinar. Your input is greatly appreciated!

« ON DEMAND: An on demand version of the
webinar will be available approximately 2 hours
after the webinar ends and can be accessed using
the audience link that was sent to you earlier.
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THANK YOU FOR ATTENDING!

Thank you for attending today’s webinar.

We wish you, your teams, and your families the
best during this time and we are here for you.

DY B 46



	COVID-19: Business Continuity and Financial Stability for Not-for-Profits
	Before we begin
	Meet the presenters
	Cohnreznick disclaimer
	Nixon Peabody disclaimer
	AGENDA
	Industry impact 
	The coronavirus pandemic has severely impacted nonprofits
	Demand for many nonprofit services is increasing even as financial pressures mount
	There are various forms of relief available for nonprofits
	Industry impact – CARES Act 2
	Overview of the cares act
	Federal response
	cares act
	Payroll protection program
	Payroll Protection program
	Economic injury disaster loan
	Taxes at a Glance
	Key Loan Restrictions
	Main street lending new loan facility
	Legislative update – CARES 2
	Legislative update – CARES 2 – Supplemental�
	Employment-Related legal Issues and employee assistance programs�
	Employee-related legal issues
	Families first coronavirus response act
	Families First Coronavirus Response Act –        FMLA Expansion
	Families First Coronavirus Response Act –        FMLA Expansion
	Families First Coronavirus Response Act – Emergency Paid Sick Leave
	Families First Coronavirus Response Act – Emergency Paid Sick Leave
	Families First Coronavirus Response Act – Emergency Paid Sick Leave
	Workforce management options
	Employee assistance
	Changing business strategies: liquidity & alternative financing strategies�
	The lifeblood of a not-for-profit
	Lessons learned from past disruptions
	Identify your financial stressors
	business continuity planning
	Act Now to Manage uncertainty
	Assess the Impact of stressors on the business
	Work together with your community
	Questions & answers
	Contact us
	Join us
	We’re here for you
	Before we go
	Thank you for attending!

