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MIKE JOHANNS

Former Secretary of Agriculture
alliantgroup Chairman of Agriculture
•
•
•
•
•
•

U.S. Secretary of Agriculture from 2005-2007
Governor of Nebraska from 1999-2005
U.S. Senator for Nebraska from 2009-2015
Over 30 years of experience at virtually every level of
government
Extensive background in agriculture and rural economic
development
As Secretary of Agriculture, he managed 18 federal agencies
and opened or expanded access to 40 international markets
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RICK LAZIO

alliantgroup Senior Vice President
Rick Lazio is a former U.S. Representative from New York
serving in Congress from 1993-2001. While there, he
became a strong advocate for small businesses by
sponsoring the successful Small Business Tax Fairness Act.
After Congress, Rick moved to the private sector working for
JP Morgan Chase as a Managing Director and then Executive
Vice President. Rick is committed to his continued interest
and support of small to mid-sized businesses by brokering
his insight and experience in the public and private sectors
to provide strong incentives for job growth.
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DEAN ZERBE

alliantgroup National Managing Director
Dean Zerbe was Senior Counsel and Tax Counsel to the U.S.
Senate Committee on Finance. He worked closely with thenChairman of the Finance Committee, Senator Charles
Grassley, on tax legislation.
During his tenure on the Finance Committee, Zerbe was
intimately involved with nearly every major piece of tax
legislation that was signed into law, including the 2001 and
2003 tax reconciliation bills, the JOBS bill in 2004 (corporate
tax reform) and the Pension Protection Act.

Disclaimer: As the coronavirus pandemic continues to take its toll on
the world, here at alliantgroup we are monitoring this ever-changing
landscape. As such, any information shared during this presentation is
subject to change at a moment’s notice.
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Decision Points
• Paycheck Protection Program Loans
• Federal Reserve Lending Programs
• U.S. Treasury Project Management Authority
• Employee Retention Credit
• Payroll Tax Deferral
• R&D Tax Credit

SBA Loan
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The Paycheck Protection Program (PPP) Loan
•
•

•

•

Provides $349 billion in loan commitments under the SBA's 7(a) program
Apply for loan through local lending institution
• Covered period for loans is February 15-June 30, 2020
• Extended to sole proprietors and independent contractors
• Interest rate no more than 1%
• Maturity date is 2 years from date on which apply for forgiveness
Loans limited to $10 million (or 2.5 times average monthly payroll, whichever is
less) for businesses with 500 employees (if SBA industry definition is larger than
500 employees, that number controls) or less (including sole proprietors,
independent contractors and anyone otherwise self-employed)
Payments deferred for 6 months.
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Recent Updates to PPP Loan Information
•

•
•

Small business concern definition for applicants
• Alternative employee-based or revenue based size standards corresponding
to industry
• Meet both tests in SBA’s “alternative size standard” as of March 27, 2020
• Maximum tangible net worth of business not more than $15 million,
AND
• Average net income after Federal income taxes for the two full fiscal
years before date of application not more than $5 million
Borrower responsible for application of affiliation rules
• Impacts headcount which is determined after applying affiliation rules
• Must apply the Interim Final Rule on Affiliation issued this week
Alternatives for time period used to determine headcount and payroll costs
• Previous 12 months OR calendar year 2019
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Affiliation Rules Applicable to PPP
•
•

•

Concerns and entities are affiliates when one controls or has the power to control the other,
or a third party (parties) controls or has power
• Does not matter if control is exercised or not
Equity Ownership
• Concern is an affiliate that owns or has power to control more than 50% of voting equity
• If no one found to control, SBA deems Board of Directors, President or CEO, etc. to be in
control
• Minority shareholder may be deemed in control if has ability to be in control
Stock options, convertible securities, and agreements to merge
• SBA treats as though they have been exercised
• Agreements to open or continue negotiations in the future are not given present effect
• If subject to conditions precedent for which chance of occurring is extremely remote
they are not given effect
• Cannot divest to avoid affiliation finding
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Affiliation Rules Applicable to PPP Continued
•

•

Management
• CEO, President (or other officers) of applicant concern also controls
management of one or more other concerns
• Single individual, concern or entity controls Board of Directors or
management of one concern also controls Board of Directors or
management of one or more other concerns
• Single individual, concern or entity controls management of applicant
concern through a management agreement
Identity of Interest
• Between close relatives (spouse, parent, child, sibling, or spouse of any
such person) with identical or substantially identical business or
economic interests
• Religious exemption
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Small Cooperative Definition
•

Definition of “Small Agricultural Cooperative”, 15 U.S.C 632(j): means an association
(corporate or otherwise) acting pursuant to Agricultural Marketing Act whose size
does not exceed the size standard established by SBA for other similar agricultural
small business concerns. In determining size, SBA regards the association as a
business concern and shall not include the income or employees of any member
shareholder of such cooperative.
• Are not considered affiliated with the cooperative by virtue of membership
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Loan Forgiveness Provision Related to Paycheck
Protection Program
• The covered period for amounts to be forgiven is 8 week period beginning on loan
origination date. (Note difference from covered period in 1102 (2/15/20-6/30/20)
• Forgiveness amount is the amount of principal spent on payroll costs, mortgage
interest, rent and utilities during covered period.
• Payroll costs calculated on a gross basis for loan amount, uses of funds and amount that
can be forgiven
• Calculated without reduction for federal taxes imposed or withheld
• Do NOT include the employer’s share of payroll tax
Note: The bill also provides $17 billion in small business debt relief by requiring the Small
Business Administration to pay all principal, interest, and fees on all existing SBA loan
products for six months to provide relief to small businesses negatively affected by the
coronavirus
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Loan Forgiveness Provision Related to Paycheck
Protection Program
•

•

•

Forgiveness amount is reduced pro-rata if employer had reduction in average monthly FTEEs
as considered against a baseline which is, at the election of the borrower:
• The average number of FTEEs between February 15, 2019-June 30, 2019, or
• January 1, 2020-February 29, 2020. (not available for seasonal employers).
The raw amount of forgiveness is reduced by the amount by which any employees wages are
reduced above 25% as compared during the most recent full quarter during which the
employee was employed before the covered period.
• Does not apply to employees making more than $100,000 per year.
To account for layoffs that may have occurred prior to the act, reductions in employment or
wages that are attributable to periods between 2/15/2020 and 4/26/2020 are excluded from
forgiveness reduction as long as employment and wages are restored to 2/15/2020 levels no
later than 6/30/2020.
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Loan Forgiveness Provision Related to Paycheck
Protection Program
•
•
•

To receive forgiveness, borrower must file an application with lender. Unclear
when borrowers may begin filing applications, but presumably will not be until
after the 8 week covered period.
Lender must make a decision on the amount of forgiveness within 60 days of
receiving the application.
SBA must remit forgiveness amount to lender no later than 90 days after lender’s
decision.

Federal Reser ve
Lending Programs
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Federal Reserve- $2.3 Trillion in Programs
•

This includes the Main Street Business Lending Program
• Size of the lending facility: Treasury will make a $75MM investment and Fed will loan so that
overall its expected to result in up to $600bn in loans to eligible borrowers
• Who qualifies: Businesses with up to 10,000 employees (no minimum) or with revenues of
less than $2.5 billion. Loans can be either new loans or expanded existing loans.
• Terms: Loans of up to 4 years with principal and interest deferred for one year. Maximum
loan size is the lesser of $25MM or an amount when added to the borrower’s existing
outstanding, committed but undrawn debt does not exceed 4X EBITA. Minimum loan is
$1MM. Interest rate – SOFR adjustable rate plus 250-400 basis points. 100 basis point
Origination Fee. These are unsecured term loans. No collateral.
• Qualifications: Business was created in the U.S. or has significant operations in the U.S.;
business was in good standing before the crisis; has not otherwise received “adequate”
economic relief in the form of loans in the CARES Act
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Federal Reserve- $2.3 Trillion in Programs
Cont.
• Restrictions: Must use loan proceeds to retain at least 90% of the recipient’s
workforce at full comp through 9/2020 or intends to restore not less than 90% of
workforce as of 02/01/20 and restore all comp and benefits no later than 4 months
after declaration of public health emergency by the Secretary of HHS. No dividends
and stock repurchases during term for C Corps (unclear whether pass-throughs will
be held to this).
• More Details:
• Companies that borrow from the PPP program can also borrow from the MSLP.
• Not expected that any applications for loans will be accepted by lenders before
April 20-24th. Details forthcoming.

Legislative Update

IRS Update

Payroll Tax Provisions
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Payroll Tax Deferral
• Section 2302 of the CARES Act will postpone taxes for employers, allowing
companies to pay their 2020 payroll taxes through the end of 2022
• Applies to employer portion of social security taxes and SECA tax for selfemployed
• Only 6.2% of SE tax is deferred
• Deferral period begins March 27, 2020 and ends before January 1, 2021
• Repayment of deferred taxes:
• 50% by December 31, 2021
• 50% by December 31, 2022
• Taxes paid on these dates considered timely paid and deposited
• Not eligible for deferral if taxpayer has loan forgiveness under:
• Paycheck Protection Program, or
• US Treasury Program Management Authority
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Employee Retention Credit

• Broad based refundable tax credit designed to encourage employers to keep employees on
payroll
• Available to businesses, regardless of size of business, that meet qualification tests
• subject to closure, full or partially, but continue to pay employees or significant
decline in gross receipts in a quarter in 2020
• Not eligible for credit if receive a Paycheck Protection Loan from SBA
• Credit equal to 50% of qualified wages paid to each employee
o Covers up to 10K in wages (5K credit) per employee for all calendar quarters
o Applies to wages paid after March 12, 2020 and before January 1, 2021
• Goes against employer OASDI tax
o Credit allowed for any quarter cannot exceed applicable employment taxes reduced
by:
o Work opportunity credit
o Payroll tax credit for research expenditure of qualified small businesses
o Credits for paid sick or family leave under FFCRA
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Employee Retention Credit Qualifying Wages
Dependent on size of employer:
o If the employer has 100 or fewer full time employees, applies to all wages paid
during relevant periods for which the employee is not working.
o If the employer has more than 100 full time employees during 2019 (CG rules
apply), applies to all wages paid to employees not providing services during the
relevant periods
o Limited to amounts employee would have been paid for equivalent period
during prior 30 days
o Includes qualified health plan expenses
o Reminder: does not include wages for which a payroll credit is claimed for sick
or family leave under FFCRA; work opportunity credit; paid family and medical
leave.
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Decision Points

Paycheck Protection Program Loans
• Not eligible for Employee Retention Credit if you take this loan
• May request Loan Forgiveness
• If you get loan forgiveness you cannot do Payroll Tax Deferral

U.S. Treasury Project Management Authority
• If you get loan forgiveness you cannot do Payroll Tax Deferral
Employee Retention Credit
• Reduced by any payroll credits for sick/family leave under FFCRA
• Not eligible if receive a Paycheck Protection Program Loan
Payroll Tax Deferral
• Does not apply if loan forgiveness provided for Paycheck Protection Loan
• Does not apply if loan forgiveness provided for by loan from US Treasury Program
Management Authority
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What is the Research and Development
Tax Credit?
•

A TAX CREDIT is a dollar-for-dollar reduction in taxes paid or taxes
payable

•

Reduction in taxes
• - Usually generates an IMMEDIATE source of cash

•

Credit is open in all open tax years (2015-2019) carry-forward for up to
20 years
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I’m not doing any research and
development; how would I qualify for the
R&D Tax Credit?
•
•
•

Research and development doesn’t mean white lab coats!
Misconception of the credit – meant to reward innovation in the agriculture
industry.
Your company’s daily activities and projects could qualify for the R&D Tax
Credit.
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Qualified Research Expenditures (QREs)
WAGES

SUPPLIES

65% OF CONTRACT
RESEARCH
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Qualified Research Activities (Examples)
Growers
• Evaluation of new crop varieties
• Development of facility improvements including ventilation, irrigation, spacing, and flow
• Hybridization or development of new strains of crops or plants
• Development farming solutions to maximize crop productivity
• Experimentation with new fertilizers agricultural chemicals in order determine the appropriate
nutrients and method needed to develop each product
• Performing soil or nutrient analysis or soil sampling to develop fertile land that will increase
agricultural output

• Developing precision agricultural methods that will optimize returns on inputs while preserving
resources
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Why would Congress want to reward
me for my everyday work?
•
•
•
•
•

Job creation incentive to combat outsourcing
Government wants you to train and retain technical labor
Improve your products & processes
Growing your market share
Competing on a global scale
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How does this impact
the agriculture industry?
•

This incentive gives companies the resources they need to:
– Invest in new equipment, software or facilities
– Stay competitive with domestic and international competition
– Attract and retain technical talent
– Continue innovating
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Agriculture Results
We’ve helped agriculture
related businesses claim
more than $640 million in
credits and incentives!
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Thank you!

Please feel free to reach out if you have any further questions.
Rick Lazio at ricklazio@alliantgroup.com
Dean Zerbe at dean.a.zerbe@alliantgroup.com

Question & Answer
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