GMA Finance Roundtable Call 3-19-2020

Key Topics:

e What are you doing to keep your financial house in order:

O

o

Small Business Guidance & loan resources: https://www.sba.gov/page/coronavirus-
covid-19-small-business-guidance-loan-resources
Economic Injury Disaster Loan Program
Keeping on top of your Receivables and your ability/capacity for borrowing
If you are extending your tax return (which many are), please reach out to your
accountants/contacts to discuss tax credit opportunities to take advantage of, like R&D
credits, to put money directly back into your business’ pockets.
Banking: what are your current agreements
= Debt covenants
=  Borrowing capacity
= LIBOR, Fed dropped benchmark federal funds interest rate to 0%-0.25%
(https://www.marketwatch.com/story/the-fed-dropped-interest-rates-to-0-
what-that-means-for-your-credit-cards-and-bank-accounts-2020-03-16)
Ensuring you keep your remote working options and secure ways for financial
transactions up to date (contact your bank, ensure you have the apps and login
information to work remotely)
Issues to be mindful of:
= (Capital access — making payroll, maintaining inventory, responding to market
fluctuations. Stress test your business, so to speak
=  Workforce capacity
® |nventory and Supply Chain resources: USE YOUR RELATIONSHIPS. Leverage
them
= Facilities maintenance and cleanliness
= |nsurance Coverage
=  Legal Exposure/Liability: when was the last time you connected with your
general counsel?
=  Marketing and Branding
= Emergency plan:is it in place?

e Proactive steps to communication with your supply chain

o

O

Supply Chain Dive noted that 53% of US manufacturers expect operations impact from
corona virus. https://www.supplychaindive.com/news/us-manufacturing-operations-
impact-coronavirus-covid19/574210/
Virus is moving the supply chain into the board room:
https://www.supplychaindive.com/news/pwc-coronavirus-supply-chain-board-
room/574233/
= Inasurvey of financial leaders conducted the week of March 9, 34% of CFOs
said supply chain issues are among their top three concerns in the current
climate
= Thirty percent of the companies in PwC's survey were considering making
changes to existing supply chain
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= The duration of the impact is the most important factor, and we expect that
learnings from the outbreak will likely move the competitive forefront of supply
chain operations toward more comprehensive, proactive modeling

=  Sourcing diversification is a key supply-chain action firms are considering

= key supply chain challenges as the disruption of suppliers in China delaying
inventory replenishment, and the domestic freight and logistics situation in the
U.S. The latter is experiencing abnormal shifts in supply and demand as port
calls remain slow, consumer supply chains go into overdrive and quarantine
measures and the illness stress labor

e Impact on local and global supply chain: relationships

O
O

Utilize your local chambers of commerce
Your marketing/sales teams and the relationships you’ve built over your company’s
lifetime
Think about your expert industry groups and your CPA. It’s their job to keep these
relationships up to date. Use them!
Business leaders are more confident in their own business’ ability to weather the storm
than they are in the overall economy
Warehousing/logistics real estate sector among best positioned to handle inventory
supply and demand disruptions:
https://www.supplychaindive.com/news/warehousing-sector-well-positioned-to-
weather-coronavirus-disruption-repor/574285/
In addition to potentially resulting in warehouses carrying higher inventory levels as an
industry standard, Prologis anticipates e-commerce, which grew by 16.7% globally in
2019, to increase
= |ead shippers to reconsider their logistics footprint, preferring a regionalized
approach that can offer greater flexibility, proximity to key urban centers and
better insulate supply chains from market disruptions

e  Flexibility and utilizing technology

O
O

Recovery timing expectations: 3 months or less, currently.

Investment in technology: cyber security, mobility resources, training on outside
technology use and reliance on IT support team

Industry 4.0 technologies such as robotics and 3D printing, Internet of Things, ERP, CRM,
etc. : data gathered to help with predictions on down time/maintenance even more
important if staggering workforce to keep production moving

e Tax filings: what’s next and how to plan accordingly (https://www.irs.gov/pub/irs-drop/n-20-

17.pdf)

O

The IRS provided some details Wednesday about how the deferral will work. The
notice underlined the fact that “This guidance does not change the April 15 filing
deadline.” The notice also defines “any person with a Federal income tax payment
due April 15, 2020” as being affected by coronavirus

HLBGC: In an effort to provide relief in light of the COVID-19 outbreak, Treasury
Secretary Steven Mnuchin announced that 90-day tax-free, penalty-free tax deferrals
will be allowed as follows:
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* Individuals: Individuals will be able to defer up to $1 million in IRS tax payments.
This threshold was determined to allow for pass-through businesses that pay
income taxes through their owners' tax returns.
= Corporations: Corporations will be allowed to defer up to $10 million in tax
payments.
=  This announcement does not delay the April 15 filing deadline and applies to
federal taxes only. See further details below:
Notice 2020-17
I. PURPOSE
On March 13, 2020, the President of the United States issued an emergency
declaration under the Robert T. Stafford Disaster Relief and Emergency Assistance Act
in response to the ongoing Coronavirus Disease 2019 (COVID-19) pandemic
(Emergency Declaration). The Emergency Declaration instructed the Secretary of the
Treasury “to provide relief from tax deadlines to Americans who have been adversely
affected by the COVID-19 emergency, as appropriate, pursuant to 26 U.S.C. 7508A(a).”
Pursuant to the Emergency Declaration, this notice provides relief under section
7508A(a) of the Internal Revenue Code for the persons described in section Ill of this
notice that the Secretary of the Treasury has determined to be affected by the COVID
19 emergency.

Il. BACKGROUND

Section 7508A provides the Secretary of the Treasury or his delegate (Secretary)

with authority to postpone the time for performing certain acts under the internal
revenue laws for a taxpayer determined by the Secretary to be affected by a Federally
declared disaster as defined in section 165(i)(5)(A). Pursuant to section 7508A(a), a
period of up to one year may be disregarded in determining whether the performance of
certain acts is timely under the internal revenue laws.

Ill. GRANT OF RELIEF

The Secretary has determined that any person with a Federal income tax

payment due April 15, 2020, is affected by the COVID-19 emergency for purposes of
the relief described in this section Il (Affected Taxpayer).

For an Affected Taxpayer, the due date for making Federal income tax payments

due April 15, 2020, in an aggregate amount up to the Applicable Postponed Payment
Amount, is postponed to July 15, 2020. The Applicable Postponed Payment Amount is
up to $10,000,000 for each consolidated group (as defined in §1.1502-1) or for each

C corporation that does not join in filing a consolidated return.

For all other Affected

Taxpayers, the Applicable Postponed Payment Amount is up to $1,000,000 regardless
of filing status. For example, the Applicable Postponed Payment Amount is the same
for a single individual and for married individuals filing a joint return. In both instances
the Applicable Postponed Payment Amount is up to $1,000,000.

The relief provided in this section Il is available solely with respect to Federal
income tax payments (including payments of tax on self-employment income) due on
April 15, 2020, in respect of an Affected Taxpayer’s 2019 taxable year, and Federal




estimated income tax payments (including payments of tax on self-employment income)
due on April 15, 2020, for an Affected Taxpayer’s 2020 taxable year. The Applicable
Postponed Payment Amounts described in this section Il include, in the aggregate, all
payments described in the preceding sentence due on April 15, 2020 for such Affected
Taxpayers.

No extension is provided in this notice for the payment or deposit of any other
type of Federal tax, or for the filing of any tax return or information return.

As a result of the postponement of the due date for making Federal income tax

payments up to the Applicable Postponed Payment Amount from April 15, 2020, to July

15, 2020, the period beginning on April 15, 2020, and ending on July 15, 2020, will be
disregarded in the calculation of any interest, penalty, or addition to tax for failure to pay
the Federal income taxes postponed by this notice.

Interest, penalties, and additions to tax with respect to such postponed Federal income tax payments
will begin to accrue on

July 16, 2020. In addition, interest, penalties and additions to tax will accrue, without

any suspension or deferral, on the amount of any Federal income tax payments in

excess of the Applicable Postponed Payment Amount due but not paid by an Affected

Taxpayer on April 15, 2020.

Affected Taxpayers subject to penalties or additions to tax despite the relief
granted by this section Il may seek reasonable cause relief under section 6651 for a
failure to pay tax or seek a waiver to a penalty under section 6654 for a failure by an
individual or certain trusts and estates to pay estimated income tax, as applicable.
Similar relief with respect to estimated tax payments is not available for corporate
taxpayers or tax-exempt organizations under section 6655.

e DOL Rules on Filing Claims

o Effective March 16, 2020, the Georgia Department of Labor has adopted an
emergency rule 300-2-4-0.5, Partial Claims. This rule mandates all Georgia
employers to file partial claims on behalf of full-time and part-time employees if
it becomes necessary to reduce work hours or if no work is available as a result of
COVID-19. This will allow for faster distribution of unemployment insurance
benefits. Employers who fail to adhere to this mandate will be required to
reimburse GDOL for the full amount of unemployment insurance benefits paid to
the employee.

o The GDOL is also suspending in-person requirements for services by requiring
employers to file the claims online. Employees for whom a claim has been filed
will not need to report to the GDOL career center.

o For additional information, including guidelines on how to file a partial claim, visit
the GDOL website.

(@]
e  Family First CoronaVirus Response Act:

o Summary Notes below:
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Congress Passes Bill Providing Testing, Employment Relief; 90-Day Waiver of Penalties and Interest on
Tax Payments

As coronavirus (COVID-19) continues to spread, rattling financial markets, forcing the closures of
businesses and schools, and canceling major public events across the country, the Trump Administration
and Congress began taking steps to mitigate the impact on Americans. On March 13, 2020, President
Trump declared a national emergency, which frees up S50 billion in funding for state and local
governments to use in fighting the pandemic.

Meanwhile, the House, after working closely with Administration officials, passed the Families First
Coronavirus Response Act (H.R. 6201) early in the morning on March 14, 2020. Over the following days,
it became clear that changes, described as technical corrections, needed to be made to the bill as passed
by the House. An amended version of the bill was passed by the House on March 16, 2020 by
unanimous consent, as the majority of House members were on recess for the week, and the bill was
sent to the Senate. On March 18, 2020, the Senate passed the bill and sent it to the President's desk.
The President indicated his intention to sign the bill. Meanwhile Congress is far along in considering a
third, and significantly larger, stimulus and relief bill.

The bill as passed increases funding for testing and extends paid sick leave to employees all over the
country affected by the pandemic.

PAID LEAVE

The bill passed by Congress requires employers with fewer than 500 employees to provide paid sick
leave to employees who are forced to stay home due to quarantining or to care for a family member
("qualified paid sick leave") or to care for a child if the school or place of care is closed ("qualified family
leave"). The bill compensates employers and the self-employed for this paid leave in the form of a tax
credit.

COMMENT.

Only a very small portion of the bill provides tax changes. The bill is largely focused on funding for
increased coronavirus testing, ensuring free testing for everyone, and continuing student lunch programs
when schools are closed.

In the case of sick leave wages paid by an employer to an employee, the employer receives a refundable
credit against its share of either the OASDI and the RRTA portion (as applicable) of the payroll tax. The
credit can be claimed on a quarterly basis, equal to 100 percent of the amount of sick leave wages paid
under the new law. The amount of the credit is limited to $200 per day. However, the credit is increased
to $511 per day if the employee is on leave because he or she:

e issubject to a federal, state or local quarantine or isolation order related to COVID-19;

e has been advised by a health care provider to self-quarantine due to concerns related to COVID-
19; or

e is experiencing symptoms of COVID-19 and seeking a medical diagnosis


http://prod.resource.cch.com/resource/scion/citation/NON:+CONG+HR6201

The amount of total hours of paid sick leave is limited by the new law and the payroll tax credit is limited
to 10 days of wages.

For family leave wages paid by an employer, a separate refundable payroll tax credit applies, with
different limitations. The 100 percent credit against the employer's share of the payroll tax is limited to
$200 per day, up to an aggregate of $10,000.

For self-employed persons, the credit is allowed against regular income taxes. The limit on sick leave
wages is determined by multiplying the number of days (subject to limitation) the self-employed person
is unable to perform services in the trade or business by the lesser of 67% of the taxpayer's average daily
self-employment income, or $200. The limits are increased to 100% and $511, respectively, in the case
of the three scenarios that also apply to the employer payroll tax credit. The same calculation is made
for family leave wages, with days unable to perform services (no more than 50) multiplied by the lesser
of 67% of the taxpayer's average daily self-employment income, or $200.

The new law provides numerous requirements, limitations and definitions relating to the application of
the mandate, as well as the credit.

COMMENT.

As mentioned above, these provisions are all temporary. The credits are applicable from the date
selected by the Secretary of the Treasury (which must be within 15 days of the date of enactment) until
December 31, 2020. The tax provisions do not make changes to the Internal Revenue Code.

PENALTY AND INTEREST WAIVER

On March 18, 2020, The IRS issued guidance providing that it would waive penalties and interest on tax
payments for 90 days, though not postponing the due date for filing a 2019 tax return. The waiver was
announced a day earlier by Treasury Secretary Steven Mnuchin. The waiver only applies to individual
taxpayers owing up to $1 million in taxes and corporations owing up to $10 million in taxes. Secretary
Mnuchin stated that taxpayers are encouraged to still file timely returns, as the IRS is still processing
them and many taxpayers receive refunds, which could be beneficial during the current crisis.

ADDITIONAL GUIDANCE

The IRS announced in Notice 2020-15 that a health plan that satisfies the requirements of a high
deductible health plan (HDHP) under the Internal Revenue Code, and thus allows individuals to deduct
contributions to a health savings account, will not cease to be qualified as an HDHP if it allows for
COVID-19 testing. This includes testing to be done with deductibles below the minimum deductible for
an HDHP, including a $0 deductible.



