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Introduction


Bob Dick, CPA, CVA



Bland & Associates, P.C.


Public accounting firm in Omaha, Nebraska.



90+ employees who provide a range of accounting, taxation and consulting services to individual,
private, not-for-profit and governmental clients.



Over 20 years of experience serving the healthcare industry, including providing services to:


Medical practices,



Nursing facilities,



Assisted living facilities,



Continuing care retirement communities, and



The Centers for Medicare and Medicaid as well as the Centers for Medicare and Medicaid Innovation.
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DISCLAIMER
This presentation was prepared by Bland & Associates,
P.C., using information made publicly available. The
statements contained within are based upon our own
interpretations of the regulations, laws and information;
each facility should review the information and consult
with others to determine the appropriate application of
the guidance for their individual facility.
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COVID-19 Resource Center
We suggest you contact and work with your bankers, accountants,
attorneys and consultants regarding COVID-19
Please feel free to use our link below for the latest updates and information
https://blandcpa.com/covid-19-resource-center/
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Goals for Today
 Paycheck

Protection Program (PPP):

 Outline

the general terms of the
Program.

 Understand

what costs are included.
 Explain how to best maximize the
amount to be forgiven.
 Understand how to track and
recognize these costs.
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Goals for Today


Cares Act Provider Relief Fund



Medicare Sequestration



Federal Payroll Tax Deferral

Financial Impact of COVID-19
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Key Terms


Covered Period: the Eight-Week period beginning on the date of
disbursement of the loan.



Costs Incurred and Payments Made: amounts that were incurred during
the covered period but not paid (accrued amounts) as well as amounts
paid during the covered period but not incurred (prepaid).
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Key Terms (Continued)


Costs Incurred and Payments Made (continued):


However, the inclusion of accrued amounts may be limited to payroll
costs because the statute refers to “payments” for other costs.
Additional guidance is needed to determine which accounting basis
to use when computing these amounts.
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Paycheck Protection Program
(PPP): Key Facts


Authorized up to $350 billion in forgivable loans to small businesses to
pay the costs incurred and payments made during the COVID-19 crisis.



An additional $320 billion in funds are available beginning April 27.



The full loan principal amount can be forgiven.



Standard 1.00% fixed rate loans.
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Paycheck Protection Program
(PPP): Key Facts (Continued)


All payments are deferred for 6 months; however, interest will continue
to accrue over this period.



Loan is due 2 years from the time you file for forgiveness with no
penalty for early payment.



You are not required to place any collateral on these loans.
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Covered Costs:
1. Payroll Costs


Costs for employee salary, wages, commissions, and tips, as well as,
vacation, parental, family, medical, and sick leave. This also includes
allowances for separation or dismissal, payments required for the
provisions of group health care benefits including insurance premiums,
payment of any retirement benefit, and the employer portion of state
and local taxes assessed on compensation



$100,000 cap on cash compensation only (not to amounts paid by the
borrower for benefits - health care and retirement plan contributions).
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Covered Costs:
1. Payroll Costs (Continued)


Not reduced by federal income tax withholding or the employee portion
of FICA.



No specific guidance on commissions and bonuses made on an accrual
basis. The legal commitment to pay these bonuses (under the cap
listed above) may be enough support to include a pro-rated amount in
the computation of payroll costs; however, it is recommended to pay
these amounts in the covered period if you are including in the
computation.
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Covered Costs:
1. Payroll Costs (Continued)


Expressly excludes qualified sick and family leave wages for which a
credit is allowed under sections 7001 and 7003 of the Families First
Coronavirus Response Act (FFCRA) (Public Law 116-127).



For a sole proprietor or independent contractor; wages, commissions,
income, or net earnings from self-employment, capped at $100,000 on
an annualized basis for each employee.
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Covered Costs:
2. Mortgage Interest


Defined mortgage as: a loan secured by specifically identified collateral
(real, personal, or intangible).



Any interest on mortgages incurred in the ordinary course of business
before February 15, 2020 on real or personal property.



Principal payments or prepayments are excluded.
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Covered Costs:
3. Rent


Rent under a lease agreement in force before February 15, 2020.



Leases with related parties appear to be included, as long as, lease for
the property was in force before February 15, 2020.



No specific language or guidance regarding late payment of past-due
rent or prepayments of future rent
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Covered Costs:
4. Utilities



Costs related to electricity, gas, water, transportation, telephone or
internet access for which services began before February 15, 2020.
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Forgiveness Facts


The amount forgiven cannot exceed the principal amount of the loan.



Even if the entire loan amount is forgiven, the interest accrued (at 1%)
over the covered period will still be due after a six-month payment
deferral period. Therefore, two months of interest might need to be paid.



You will owe money when your loan is due if you use the loan amount for
anything other than costs incurred and payments made in the four
categories noted previously.



No more than 25% of the loan should be spent on non-payroll costs. In
other words, at least 75% of loan proceeds must be spent on payroll
costs in order to be forgiven.



You will also owe money if you do not maintain your staff and payroll.
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How to Maximize Forgiveness:


Consider whether rehiring is needed and/or feasible by June 30, 2020 for
changes made from February 15, 2020 to April 26, 2020.



Determine your full-time employee headcount from February 15, 2019
through June 30, 2019 or January 1, 2020 through February 20, 2020
(for seasonal employees).



Determine the total base salary or wages of each employee for the last
full quarter before the date you receive your loan.



Only amounts spent during the covered period will be forgiven. Therefore
any amount not spent will not be eligible and must be repaid within 2
years at the 1% interest rate, after a six-month payment deferral.
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Forgiveness Limits


The forgivable amount will be reduced if you decrease your full-time
employee headcount or salary levels from February 15, 2020 to April 26,
2020.



You will have until June 30, 2020 to restore these changes in order to qualify
for full forgiveness.
.
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Forgiveness Limits (Continued)




Reduction in Forgiveness for Reduction in Number of Employees.
 The reduced forgivable amount equals the result of multiplying the
sum of the costs incurred and payments made by the ratio of (1)
the average number of full-time equivalent employees during the
covered period to (2) at borrower’s election (a) the average number
of full-time equivalent employees from February 15, 2019 to June
30, 2019 or (b) the average number of full-time equivalent
employees from January 1, 2020 to February 29, 2020. Special
rules apply to seasonal employers.
Reduction in Forgiveness for Reduction in Salary.
 Your loan forgiveness will be reduced if you decrease salaries and
wages by more than 25% for any employee that made less than
$100,000 annualized in 2019.
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Processes for Forgiveness:


Utilize PPP Loan Forgiveness Calculator



Assemble your records showing how funds were spent.



Complete your application for forgiveness and submit to your lender.



If the full loan amount is not forgiven, decide whether to pay off the
balance immediately or pay the loan off over the two-year maturity.
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How to account for funds received:


Facilities need to ensure that they are complying or can comply with
the terms and conditions listed for forgiveness of funds, otherwise,
they may be considered contingent and reported as deferred or
unearned revenue until such terms and conditions are met.



Once recognized as revenue, the presentation on the income
statement will need to be determined and there are likely numerous
options available.
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Best Practices:


Keep your PPP loan proceeds in a separate account and communicate
complete instructions to your payroll provider and business office to
make sure they understand how to track the use of the funds.



Keep cost invoices matched up with records of such payments from the
PPP account in a separate PPP file.



Keep track of the FTE monthly average during the covered period.
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Best Practices:


Establish separate bank account for any PPP loan proceeds.



Create a new general ledger account/cost centers for all COVID-19
related expenses to your organization in order to keep these costs
separate from normal operating expenses.



Track all medically necessary clinical diagnostic laboratory test.



Maintain all supporting documentation related to COVID-19 costs,
including but not limited to payrolls, checks, invoices, and contracts.
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Reasons for Documenting Detailed
Expenses


Impact on total budget



Identify why Departmental expenses increased (break out labor and
other expenses)



Compliance with use of relief funds terms and conditions



Calculation of loan covenants



Cost report impact


Separate expenses not only supports the use of relief funds but
could be used for Medicaid cost report purposes



Reimbursement regulations still exist and have not been changed
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What to track:


Track staffing related costs:


Contract labor



Overtime



Additional staffing to care for higher acuity residents



Additional staffing to provide meals in resident rooms



Additional staging for infection control procedures



Additional security costs and administration costs to enforce
screening requirement for staff and visitors
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What to track:


Track staffing related costs:


Additional wages in the form of “hazard pay” to get people to work



Payroll tax and benefit related costs



Additional costs related to staff testing and illness



Lodging costs



Childcare for workers whose schools have shut down and have
nowhere for the children to go during the day



Extended leave pays for workers who get sick or their family gets
sick (family leave act)
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What to track:


Any purchase orders for COVID-19 related items:


Additional over-the-counter medication. Most prescription
medications should be covered by healthcare authority



Masks, gowns, or other supplies



Cleaning supplies



Potential costs when residents/patients pass with no family available



Additional costs for obtaining everyday supplies



Additional costs for staff related meals for those working and unable
to leave the facility



Communication related costs



Additional costs for not being able to enter home for provider care
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Example



Relief funds

400,000



Expenses Identified and Spent

500,000

Question
Provider has documented the use of the relief funds. How does this
affect the Medicaid cost report. The example uses the current
Medicaid reimbursement methodology.
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Medicaid Rate Implications


Per Patient Day Maximums


Direct Nursing



Support Services (includes Administration)



Maximums based on medians should be higher than prior years before
inflation factor



Costs per patient day over the maximums are currently not reimbursable



Facility could be over one or both maximums which could have impact on
future Medicaid rate



July 2019 to June 2020 rates have a negative 4.98% inflation factor
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Expenses Reported
on Cost Report
 Direct

Nursing



Nursing Labor

300,000



Nursing Agency

50,000

 Support

Services



Administration

20,000



Dietary and Housekeeping

55,000



Nursing Supplies

25,000

 Fixed
Rent

50,000

Total Expenses

500,000
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Cares Act Provider Relief Fund


When you receive funds you must sign an attestation confirming
receipt of the funds and agree to the terms and conditions within 30
days of payment



$30 billion was distributed between April 10 and April 17



The remaining $20 billion is being distributed beginning Friday, April 24



If you receive funds from the general distribution you must confirm the
CMS cost report as well as sign an attestation



You must submit documents to show that funds received were used for
healthcare-related expenses or lost revenue attributable to COVID-19



Payments not loans – these will not be repaid
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Medicare Sequestration


CMS will lift the 2% sequestration cut in Medicare fee-for-service
starting May 1



This is required by the CARES Act



Lifted through December 31
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Federal Payroll Tax Deferral


CARES Act allows employers and self-employed individuals to defer
payment of the employer share of the Social Security tax



Deferred taxes can be paid over the next two years - half paid by
December 31, 2021 and the other half by December 31, 2022



Does not apply to the employee’s share of the Social Security tax or the
employee or employer’s share of Medicare taxes.



If you receive a loan under the PPP, you may not defer the deposit and
payment of the employer’s share of social security tax due on or after
the date that the PPP loan is forgiven



No application or special election is necessary as the IRS Form 941 will
be revised for the second calendar quarter of 2020
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QUESTIONS?

Thank you for your time today!
We wish you the very best.
My contact info is:

Bob Dick
Bland & Associates, P.C.
450 Regency Pkwy, Ste 340
Omaha, NE 68114
Office: 402-397-8822
bdick@blandcpa.com
www.blandcpa.com
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