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The world is going through an unprecedented health crisis due to Covid-19 and the
economic future of several business has been jeopardized. For this reason, the
President of the United States signed several Acts providing economic support and
relief packages to the business sector.
Among this new legislation, we hereby discuss (A) Families First Coronavirus Response Act and (B) Coronavirus Aid, Relief, and
Economic Security Act:
A. Families First Coronavirus Response Act
On March 18, 2020, the Families First Coronavirus Response Act was enacted to assist certain employers to provide employees
with paid sick leave and expanded family, and medical leave regarding reasons related to COVID-19. The leave provisions are
effective from April 1, 2020 through December 31, 2020.
This Act applies to employers with fewer than five hundred 500 employees. The Federal Secretary of Labor has the authority to
issue regulations to exclude certain health care providers and emergency personnel from the definition of eligible employee,
and to exempt small businesses with fewer than 50 employees from application where the imposition of such requirements
jeopardizes the viability of the business.
It also applies to those employees affected due to a qualified need related to a public health emergency, which the law defines
as an emergency with respect to COVID-19 declared by a federal, state or local authority, as of April 2, 2020 to 31 December
2020.
Family Leave
An eligible employee for this Act is one who has been employed by the employer to whom he or she applies for such leave for at
least 30 calendar days.
This Act provides 12 weeks of protected leave, among other reasons, to an employee who cannot work or telework (remote work),
for the care of a child under 18 years of age, whether the child's school (primary or secondary) or the place of care or the child
care provider (a provider who receives compensation for providing childcare services on a regular basis) is not available due to
a public health emergency.
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The first 10 days (2 weeks) of leave are unpaid or paid, unless the employee decides to use that leave alongside another earned
leave, according to the employer's regular policies. Therefore, it is only ten 10 weeks that must be paid to the qualified
employee.
The remaining leave must be paid at no less than 2/3 of the employee's regular pay rate, the number of hours the employee
would normally be scheduled to work (or the number of hours calculated), as long as the employer does not have to pay more
than $200 per day or $10,000 in total per employee.
Emergency Paid Sick Leave
In general, the emergency paid sick leave law provides that an employer must provide paid sick leave when an employee is
unable to work (including telework) because:
1. the employee is subject to federal, state or local quarantine or
isolation due to COVID-19
2. a health care provider advised the employee to be
quarantined due to concerns related to COVID-19 (selfimposed quarantine without medical advice does not qualify
under the Act
3. the employee experiences symptoms of COVID-19 and seeks
a medical diagnosis;
4. the employee is caring for an individual who is subject to an
order pursuant to paragraphs 1 and 2;
5. the employee is caring for their son or daughter whose school
has been closed or the place of care is not available due to
COVID-19 precautions; or

Paid sick leave will be the employee's full regular
rate but will be limited to $511 per day or $5,111 in
total (for a period of 2 weeks) if the employee is at
home due to his or her own isolation/quarantine.

Pay will be 2/3 of the employee regular pay and
will be limited to $200 per day or $2,000 in total
(for a period of 2 weeks) if the employee is at home
to care for a family member with the virus or due to
the closure of a child's school.

6. the employee is experiencing any other substantially similar
conditions specified by the Secretary of Health and Human
Services in consultation with the Secretaries of Treasury and
Labor.
Regular employees will receive 80 hours of paid leave, while part-time employees receive the equivalent of the number of hours
they would work, on average, over a 2-week period. Paid sick leave is available immediately and regardless of how long the
employee has worked for his employer.
An employer may not require an employee to use other paid leave provided by the employer to the employee before the
employee uses the paid sick time provided under this section for the reasons above.
Tax Credits for Paid Sick and Family and Medical Leave
Payroll tax credits for qualified sick leave wages and family leave paid by an employer shall be allowed in the amount of
benefits paid (not to exceed the limits identified above for pay) over the permitted duration.
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An individual tax credit for qualified sick leave and family leave for self-employed individuals in the amount of $200 per day (or
$511 for emergency paid sick leave for own quarantine or seeking own medical diagnosis) or 67% (or 100% for emergency paid
sick leave for own quarantine or seeking own medical diagnosis) of average daily pay for self-employed individuals over the
permitted duration, whichever is less.
Any wages required to be paid by reason of the Emergency Paid Sick Leave Act and the Emergency Family and Medical Leave
Expansion Act shall not be considered wages for certain purposes.
B.

Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”)
(discussion limited to Payment Protection Program and Employee Retention Credit)

On March 27, 2020, the CARES Act was enacted to help small businesses that have been economically affected due to Covid-19.
Paycheck Protection Program
Loans under the Paycheck Protection Program are 100% government guarantee.
Eligible borrower
The following business will be considered eligible borrowers:
•
•
•
•
•

•

a small business with less than 500 employees (full-time, part-time or other basis)
businesses that meets the SBA’s size standard (i.e. certain small businesses, Tribal business concern, veteran’s organization);
an individual who operates as a sole proprietor, independent contractor or self-employed;
businesses in the Accommodation and Food Services Sector (NAICS Code 72) – the 500 employee rule is applied on a per
physical location basis;
the affiliation rules are waived for businesses under NAICS Code 72, businesses operating as a franchise and businesses
that received financial assistance from a company licensed under Section 301 of the Small Business Investment Act,
therefore, they are considered an eligible recipient.
501(c)(3) non-for-profits organizations with less than 500 employees.
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Lenders
In evaluating the eligibility of a borrower, a lender will consider whether the borrower was in operation on February 15, 2020 and
had employees for whom they paid salaries and payroll taxes or paid independent contractors.
An eligible recipient should make a good faith certification that:
• the uncertainty of current economic conditions makes necessary the loan request to support the ongoing operations;
• acknowledge the funds will be used to retain workers and maintain payroll or make mortgage, lease and utility payments;
• it does not have an application pending for a loan and duplicative of amounts applied for or received under a covered loan;
and
• from February 15, 2020 to December 31, 2020, the eligible recipient has not received a loan duplicative of the purpose and
amounts applied for or received under a covered loan.
Maximum loans
The maximum loan amount available under this program is calculated as follows:
o 2.5 x the borrower’s average monthly payroll costs for costs incurred during the 1-year period before the date on which
the loan is made, not to exceed $10 million.
o For businesses that did not operate during the period from February 15, 2019 to June 30, 2019, the maximum loan will be:
§ 2.5 x the borrower’s average monthly payroll costs incurred for January and February 2020.
Payroll cost
The payroll costs will include the following:
•

•

For employers: the sum of payments of any compensation with respect to employees that is a:
o salary, wage, commission, or similar compensation;
o payment of cash tip or equivalent;
o payment for vacation, parental, family, medical, or sick leave;
o payment required for the provisions of group health care benefits, including insurance premiums;
o payment of any retirement benefit; or
o payment of state or local tax assessed on the compensation of employees;
For a sole proprietors, independent contractor and self-employed individuals: the sum of payments of any compensation
to or income of a sole proprietor or independent contractor that is a wage, commission, income, net earnings from selfemployment, or similar compensation and that is in an amount that is not more than $100,000 in 1 year, as pro-rated for the
covered period.

For purposes of calculating the maximum loan amount, payroll costs do not include:
•
•
•

the compensation of an individual employee in excess of an annual salary of $100,000, as prorated for the period February
15, 2020 to June 30,2020.
any compensation of an employee whose principal place of residence is outside of the United States;
qualified sick and family leave wages for which a credit is allowed under the Families First Coronavirus Response Act.
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Loan forgiveness
This program allows for a loan forgiveness equal to the portion spent by the borrower on the following items during an 8-week
period after the origination date of the loan:
•
•
•
•
•
•
•

payroll costs;
costs related to continuation of group health care benefits during periods of paid sick, medical, or family leave, and
insurance premiums;
employee salaries, commissions, or similar compensations;
payments of interest on any mortgage obligation;
rent, including rent under a lease agreement;
utilities; and
interest on any other debt obligations that were incurred before the covered period.

The borrower will have a portion of their loan forgiven in the amount equal to their payroll costs (not including costs for
compensation amounts above the pro-rated share of wages exceeding $100,000 annually), interest payments on mortgages,
rent payments, and utility payments between February 15, 2020 and June 30, 2020.
The amount of loan forgiveness will be reduced if there is a reduction in the number of employees or a reduction of greater than
25% in wages paid to employees.
Loans that have a remaining balance after forgiveness will have a maximum maturity of 10 years and an interest rate not to
exceed 4%.
Employee Retention Credit
The Employee Retention Credit has been granted to encourage employers to keep employees on their payroll, despite
experiencing economic hardship due to COVID-19.
Eligible employers
Employers eligible for the credit are going to be those that were operating during the year 2020 (including tax exempt 501(c)
organizations) and meet either of the following conditions:
(1) the employer’s business operations have been fully or partially suspended due to government order; or
(2) the employer has a 50% decrease in gross receipts when compared to the same quarter in 2019. The credit does not apply
to governmental employers and employers that receive Small Business Interruption Loans.
Credit amount
The employee retention credit is equal to 50% of qualified wages paid from March 13, 2020 until December 2020, up to $10,000
per employee. This credit can be credited against the employer’s 6.2% share of social security and the excess is refundable.
Qualified wages
For eligible employers with more than 100 full-time employees during the year 2019, the qualified wages are the wages paid to
an employee that have not been providing services due to either: (1) the employer’s business operations have been suspended
due to government order, or (2) the employer has a 50% decrease in gross receipts.
On the other hand, for eligible employers with less than 100 full-time employees during the year 2019, the qualified wages are
the wages paid to an employee, regardless if the employee provided services or not.
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For these purposes, qualified wages paid may not exceed the amount such employee would have been paid for working an
equivalent duration during the 30 days immediately preceding such period. Qualified health plan expenses are considered
qualified.
Special rule
To prevent a double benefit, the CARES Act states that any wages considered in determining the employee retention credit
should not be consider for purposes of determining the credit allowed under the Employer Credit for Paid Family and Medical
Leave. In addition, in a recent Q&A issued by the Internal Revenue Services it was clarified that Eligible Employer must choose
between the Paycheck Protection Program and the Employee Retention Credit as both are mutually exclusive.

We are committed to keep you up to date with these tax-related developments.
Please contact our Tax Department should additional information is required
regarding this or any other tax issue. We will be glad to assist you.
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