OUR PARTNER’S GUIDE TO

Coronavirus Resources

To our haku family,
The world is currently facing a crisis, the scale of which most of us have never experienced
in our lifetimes. First, our hearts go out to all who have been affected by COVID-19. We hope
all of you and your families are staying safe and healthy.
At haku, it is our responsibility during this time to prioritize the following:
• The health and well-being of our partners and your businesses
• The health and well-being of our team and safeguarding our ability to continue serving
you at a premium level

A Letter
From the
CEO

It's through the lens of those priorities that we will continue to make decisions. With
vigilance, armed by accurate information, and guided by our Mission and Values, we will
work with you to determine how we move haku forward to continue to serve you as best we
can during these challenging times and beyond.
Thank you for being a loyal and supportive partner. It is our intent to remain transparent
and proactive in providing the latest information from haku here.
We are privileged to serve you and your communities and look forward to seeing you soon.
Your partner, for the long run.
Best,
Carlos Escobar
CEO, haku

Disclaimer
Please note that any information provided herein does not, and is
not intended to, constitute legal advice; instead, all information,
content, and materials made available are for general
informational purposes only. Information provided may not
constitute the most up-to-date legal or other information as these
policies are shifting daily. Any recipient of the information provided
should contact their attorney and/or accountant to obtain advice
with respect to any particular legal or financial matter and should
act or refrain from acting on the basis of information without first
seeking advice from counsel in the relevant jurisdiction(s). Only your
individual attorney and/or accountant can provide assurances that
the information contained herein – and your interpretation of it – is
applicable or appropriate to your particular situation.

CARES ACT RELIEF

Coronavirus Aid, Relief and
Economic Security Act Relief

About the CARES Act
The CARES Act was signed into law on March 27, 2020. The Act
authorizes more than $2 trillion to battle COVID-19 and its economic
effects, including immediate cash relief for individual citizens, loan
programs for small businesses, and other support.

CARES ACT RELIEF

Payroll Protection Program (PPP)

The Paycheck Protection Program (PPP) authorizes up to $349 billion in forgivable
loans to small businesses to pay their employees during the COVID-19 crisis.
Loans are eligible for forgiveness as long as:
● Loan proceeds are used to cover payroll costs* including benefits, interest on mortgage
obligations incurred before Feb 15, 2020, rent under lease agreements in force before Feb 15, 2020,
and utility costs for which service began before Feb 15, 2020, over the 8-week period after the loan
is made

PAYROLL PROTECTION PROGRAM

About PPP

● Employee and compensation levels are maintained

Important facets of the program:
● Loan payments will be deferred for 6 months, but interest will accrue over this period
● 1.00% fixed interest rate
● No collateral is required
● Loan can provide the lesser of $10 million or 2.5 times the average monthly payroll costs incurred
during calendar year 2019.

More information can be found here.
* Payroll costs include: salary, wages, commissions, or tips; employee benefits including costs for vacation, parental, family, medical, and sick leave,
allowance for separation or dismissal; payments required for provisions of group health care benefits including insurance premiums; payment of
any requirement benefit; state and local taxes assessed on compensation. Payroll costs are capped at $100,000 on an annualized basis for each
employee. Also, not more than 25% of the forgiven amount may be for non-payroll costs.

Generally, all businesses with 500 or fewer employees can apply. For the
purposes of determining if a borrower employs no more than 500
employees, individuals employed on a full-time, part-time, or other basis
are included.
Affiliation Rule
PAYROLL PROTECTION PROGRAM

Eligibility

There is some confusion around venture-backed start-ups and the SBA’s affiliation
standards. Under regular circumstances, a lender considers a borrower’s affiliates when
determining whether a borrower is eligible for an SBA loan. These affiliation standards are
explicitly waived for hotel and food services industries, franchisees, SBIC-backed
companies, and faith-based organizations. There is still no direct clarification on venturebacked startups.
However, this affiliation rule is only concerning if you have major investors in your cap
table. A venture fund may be “affiliated” with the borrower if the VC has certain “control
rights,” or owns 50% or more of the company, and so the “employee” count for a company
may include employees of the VC fund and employees of some or all of its portfolio
companies. Here is further detail on how control and “affiliation” can be found.

The application can be found here. Once it’s filled out, you must submit the application
with payroll documentation to an approved lender.

PAYROLL PROTECTION PROGRAM

How To
Apply

○ Go to whichever bank (i.e. local or community banks) that you currently have a
relationship with, as they may be more willing to prioritize working with you.
■ Smaller/community banks have been most active in getting their applications
submitted.
■ Also, most banks, large and small, are known to be working with their existing
business banking customers first.*
○ Some other options for approved lenders: Kabbage, Bank of America. You can also
take a look at this tool on the SBA website.
Even though the program is open until June 30, 2020, organizations are encouraged to
apply early as funds are allocated on a first-come, first-served basis.
Please note: There are various strict compliance requirements for maintaining your staff
and payroll, so please make sure to read through the fact sheet. Also, the loan forgiveness
is subject to a strict substantiation requirement, so it is recommended that businesses
establish a separate bank account to hold and administer PPP loan proceeds so that they
can clearly establish that loan proceeds were used for a permissible purpose.

CARES ACT RELIEF

Economic Injury Disaster Loans
(EIDL) and Emergency Advances

EIDL Loans are available to small businesses for up to $2 million in assistance at an
interest rate of 3.75% for for-profit companies and a 2.75% of nonprofits for a term up
to a maximum of 30 years. Any loans made under this program in response to
COVID-19 will waive the personal guarantee up to $200,000.
These loans may be used to pay fixed debts, payroll, accounts payable, and other
bills that can’t be paid because of the disaster’s impact.
EIDL & EMERGENCY ADVANCES

About

As part of this program, businesses can receive a loan advance of up to $10,000. This
advance will provide economic relief to businesses that are currently experiencing
a temporary loss of revenue. The loan advance will not have to be repaid even if the
qualifying business is ultimately denied an EIDL, and the SBA is expected to provide
the advance within three days of receipt of a borrower’s application.

IMPORTANT: Businesses may not obtain an EIDL for economic injury mitigated under
the Paycheck Protection Program.

Eligibility
EIDL & EMERGENCY ADVANCES

Eligibility &
How to
Apply

All small businesses in all US and territories are allowed to apply, but the only
requirement is that the organization must have fewer than 500 employees.
If available, collateral will be taken on loans greater than $25,000.

How to Apply

This program is administered directly through the SBA, rather than through
approved lenders. The application link here.

CARES ACT RELIEF

Tax Relief

Under the CARES Act, a company that has seen:
• Operations fully or partially suspended by government order or
• Gross receipts fall by more than 50% in a quarter measured against the same quarter
from 2019, may be eligible for a refundable tax credit equal to 50% of qualified wages
paid to employees.

TAX RELIEF

Employee
Retention
Tax Credit

For eligible employers with greater than 100 full-time employees, qualified wages are
wages paid to employees when they are not providing services. For eligible employers
with 100 or fewer full-time employees, all employee wages qualify for the credit, whether
or not the employee is providing services.
The qualified wages with respect to any employee for all calendar quarters in 2020
cannot exceed $10,000; thus, there is a $5,000 total cap on credit per employee. The credit
is available for qualified wages paid from March 13, 2020 through December 31, 2020.
A significant decline in gross receipts takes place during any quarter where gross receipts
for that quarter are less than 50% for the same quarter in the prior year and continue until
gross receipts exceed 80% of gross receipts for the same calendar quarter in the prior
year.
This credit is not available to employers receiving a small business interruption loan
under SBA’s Paycheck Protection Program. More information here.
Please inquire with your accountant for more information.

The Act allows employers to defer 100% of the employer portion of social security
taxes and self-employed individuals to defer 50% of their self-employment taxes.
TAX RELIEF

Delay of
Payroll
Taxes

This deferral applies to payroll taxes due for the period beginning on the date the
Cares Act is signed into law and ending on December 31, 2020. Half of the deferred
payroll taxes are due on December 31, 2021 with the other half due on December 31,
2022.
The payroll tax deferral is not permitted for those taxpayers that have a loan
forgiven under the Small Business Interruption Loan-loan forgiveness program,
as added by this Act.
Please contact your payroll provider for more information.

TAX RELIEF

Change to
Business
Interest
Expense
Limitation

The Tax Cuts and Jobs Act of 2017 (TCJA) enacted a new Section 163(j) limitation on
business interest expense for tax years beginning after December 31, 2017 that
limited a business’s ability to deduct its interest expense to 30% of adjusted taxable
income. The CARES Act temporarily modifies this limitation and increases the
deductibility to 50% of adjusted taxable income for tax years 2019 and 2020.
Additionally, businesses may elect to use their 2019 adjusted taxable income rather
than their 2020 adjusted taxable income for purposes of applying the 50% limitation.
Taxpayers filing as partnerships are still required to use the 30% limitation. However,
beginning in 2020, partners in partnerships subject to the business interest expense
limitation rules will be able to deduct 50% of any excess business interest expense
that was allocated to them in 2019. The remaining 50% would remain suspended
until the partnership allocates excess taxable income to the partners.

CARES ACT RELIEF

For Employees

FOR EMPLOYEES

Expanded
Unemployment
Insurance

The Coronavirus Aid, Relief, and Economic Security Act (CARES Act)
provides expanded unemployment assistance for certain individuals
affected by COVID-19, including those that are self-employed. The
unemployment compensation will be funded by the federal government but
administered by each state’s unemployment office. This expanded
pandemic unemployment assistance is available to be claimed beginning
with the effective date of the CARES Act through December 31, 2020. In some
instances, individuals may also qualify for additional unemployment
assistance dating back to January 27, 2020. Assistance cannot be claimed
for more than 39 weeks within the period January 27, 2020 through
December 31, 2020. This includes weeks that an individual already received
payments for regular compensation or extended benefits under other
Federal or State legislative relief.
The Act also provides for an increase in weekly benefits of $600, referred to
as Federal Pandemic Unemployment Compensation, through July 31, 2020
in addition to what is paid under the applicable state’s unemployment
insurance benefits. Availability of the expanded unemployment assistance
is dependent on each state entering into an independent funding
agreement with the federal government. The federal government is also
requiring that each state waive the traditional one week waiting period for
claiming unemployment assistance as part of an agreement.

CARES ACT RELIEF

State & Local-Based Relief

Some states have created funds for coronavirus relief. We’ve
highlighted available and relevant state programs, but you
can take a look here for a more comprehensive state-by-state
list.

ADDITIONAL RELIEF

State & Local
Based Relief

Florida:
Florida Small Business Emergency Bridge Loan Program: Loans of up to
$50,000 -- $100,000 in certain special cases -- are available to coronavirusaffected small businesses. The loans are meant to to serve as short-term
funding that can be repaid once businesses can access alternative funding.
Loans are interest-free for one year; after that, the interest rate rises to 12%.
For-profit small businesses with 2 to 50 employees are eligible, and any
previous bridge loans a business has taken out must be paid off. Apply here
by May 8, 2020.
New York:
NYC Small Business Continuity Loan Fund: Businesses with fewer than 100
employees who have seen sales decreases of 25% or more will be eligible to
apply for zero interest loans of up to $75,000 to help ensure business
continuity. Apply here.

ADDITIONAL RELIEF

State & Local
Based Relief

Illinois:
Chicago Small Business Resiliency Fund: The City of Chicago has established
a $100 million fund to provide small businesses and nonprofits with
emergency cash flow during this crisis. Funds will be provided as five-year
loans of up to $50,000 for small business with an annual interest rate of 1% for
the first 18 months and 5.75% thereafter, with minimal payments in the first 6
months. Only Chicago businesses that have been in operation for at least 1
year can apply, and their revenue must have dropped at least 25% as a
result of Covid-19. Loan applications are administered through lending
partners. Apply here.
Illinois Small Business Emergency Loan Fund: The State of Illinois is offering
small businesses low-interest loans of up to $50,000 available to businesses
outside of Chicago with fewer than 50 workers and less than $3 million in
revenue in 2019. Borrowers will owe nothing for six months and will then begin
making fixed payments at a below market interest rate for the remainder of
a five-year loan term. Apply here.
Atlanta:
The Atlanta City Council approved Mayor Keisha Lance Bottoms’ call for a $7
million coronavirus emergency fund that will allocate $1.5 million to small
businesses.

OTHER RELIEF

Besides the CARES Act and statebased relief, there are other
potential remedies that businesses
can explore for relief.

GoFundMe Small Business Relief Initiative: As part of the Small Business
Relief Initiative, GoFundMe, Intuit QuickBooks, Yelp, GoDaddy, and Bill.com
have each donated to the Small Business Relief Fund. GoFundMe.org, the
charitable and advocacy arm of GoFundMe, started the Small Business Relief
Fund to benefit small businesses. Supporters can donate to the Small
Business Relief Fund, which will issue $500 matching grants to qualifying
businesses that raise at least $500 on GoFundMe. More partners will be
announced in relation to this initiative at a later date.
OTHER RELIEF

Company
Funds & Tools

Facebook’s Small Business Grants Program: Facebook is offering $100
million in cash grants and ad credits to small businesses that 1) have
between 2 and 50 employees, 2) have been in business for over a year, 3)
have experienced challenges from COVID-19, and 4) be in or near a location
where Facebook operates. Facebook has also launched a small business
resource hub.
Google: Pledged to donate $800 million for COVID-19 relief includes efforts to
help small and medium-sized businesses gain access to capital.
JPMorgan: JPMorgan pledged $50 million to help struggling customers,

Honeycomb Credit: An investment crowdfunding platform, announced a
small business relief loan program that’s providing $10,000 to $50,000 in
working capital to qualifying businesses.
Goldman Sachs: Announced a slew of initiatives to support small businesses
impacted by COVID-19, including a Small Business Stimulus Package
allocating $250 million in emergency loans and $25 million in grants. The
company has committed a total of $300 million.
OTHER RELIEF

Company
Funds & Tools

Faire: An online marketplace startup, launched a financial calculator
tool that helps small businesses understand the changes in their finances
before and after COVID-19.
Loom: Launched a cash runway scenario planning tool that helps small
business owners gauge the impact COVID-19 could have on their
companies.

Businesses may consider their insurance as a potential source of
relief. While many policies include specific exclusions that could
preclude coverage, including specific exclusions for loss arising out of a
virus or pandemic, not every policy limits coverage in this way. Without
OTHER RELIEF

Business
Interruption
Insurance

such specific exclusions, policyholders may be able to take advantage
of three categories of insurance coverage that are common in some
property damage insurance policies:
• Business interruption insurance
• Contingent business interruption
• Civil authority insurance.

Please consult an attorney to evaluate whether these are a viable
options for you.

A force majeure clause is meant to protect the parties in the event that
a contract cannot be performed due to causes which are outside the
control of the parties and could not be avoided by exercise of due care.
These clauses allocate risk between the parties when an unanticipated
event makes performance impossible or impracticable.
OTHER RELIEF

Leases,
Contracts, and
Force Majeure
Clauses

A force majeure lease clause may contain a list of specific events that
constitute a force majeure; it may be vaguer to include anything out of
the parties’ control; or the clause may define specific events and then
include broad “catch-all” language such as “for other reason whether
of a like nature or not that is beyond the control of the party affected.”
The more specific the clause, the more limited application it has.
The coronavirus may qualify under broader force majeure clauses due
to the government-imposed travel bans and quarantines.
Please consult an attorney to evaluate any contracts that contain a
force majeure clause or other relevant language to see if you can
explore for relief from certain contractual obligations.

Your Partner

FOR THE LONG RUN.

