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RRF: Overview

Restaurant Revitalization Fund (RRF)

-~

e $1.9 trillion American Rescue Plan Act signed by President Biden on March 11, 2021
* Established $28.6 billion Restaurant Revitalization Fund (RRF)
— Compared to approximately $800 billion for PPP since the program was established

e Grants up to $S10 million for restaurants (or restaurant groups) and other food and
beverage businesses based on pandemic-related revenue losses

* Grant funds may be used for eligible expenses incurred as a direct result of the

* Grants are tax free and businesses can still claim normal tax deductions for eligible
expenses

 Administered by U.S. Small Business Administration (SBA)

* Anticipate regulatory and legislative scrutiny (i.e. audits)

For Informational Purposes Only; Subject to Change
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RRF: Eligibility
Eligibility Criteria:

« Owns or operates 20 or less locations as of March 13, 2020,
regardless of whether those locations do business under the
same or multiple names, including affiliated businesses

» Affiliation is generally defined wherein an eligible entity has an
equity or right to profit distributions not less than 50%, or where
an eligible entity has contractual authority to control the
direction of the business

— Determined based on arrangements or contracts in existence
as of March 13, 2020

» Affiliation, as applied to the RRF, could be expanded by SBA to
include common control

For Informational Purposes Only; Subject to Change
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RRF: Eligible Entities
Eligible Entities:

* Restaurants
* Bars
* Food stands

e Food trucks

* Food carts
 (Caterers

 Saloons

For Informational Purposes Only; Subject to Change
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RRF: Eligible Entities

Eligible Entities:

Inns

Taverns

Bars

Lounges
Brewpubs
Tasting rooms

Taprooms

Generally, any licensed facility or premise of an alcoholic
beverage producer where the public may taste, sample, or
purchase products, or similar place of business in which the
public or patrons assemble for the primary purpose of being
served food or drink.

For Informational Purposes Only; Subject to Change
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RRF: Eligible Entities
Not Eligible:

majority owned or controlled by the same

Businesses with over 20 locations as of March 13, 2020
(including affiliated businesses) regardless of whether those
locations do business under the same or multiple names

— Most franchise operators will likely be eligible

Businesses that have applied for or received an SBA
Shuttered Venue Operators (SVO) grant

Any business operated by a state or local government

Expect additional restrictions from SBA based on a
business’s use of private equity funds

For Informational Purposes Only; Subject to Change
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RRF: Eligible Entities

Certifications

* Businesses must submit a good faith certification that:

— The uncertainty of current economic conditions makes necessary
the grant request to support the ongoing operations of the eligible
entity.

— The eligible entity has not applied for or received an SBA Shuttered
Venue Operations (SVO) grant (i.e. live venues, museums, movie
theaters, and performing arts organizations, among others).

For Informational Purposes Only; Subject to Change
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Prioritization of Grants

21-day period during which RRF grants are prioritized

SBA will prioritize awards for small business concerns owned and
controlled by women, veterans, socially and economically
disadvantaged individuals, and economically disadvantaged Native
American and Native Hawaiian individuals

S5 billion is reserved for eligible businesses with 2019 gross receipts of
$500,000 or less

Remaining $23.6 billion will be distributed by SBA in an equitable
manner to eligible entities of different sizes based on annual gross
receipts

If RRF funds remain available on or after 60 days after the date of
enactment, the SBA Administrator may make grants to any entity
regardless of the annual gross receipts of the eligible entity.

For Informational Purposes Only; Subject to Change
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RRF: Calculation of Grant Awards

Grant Amount e

RRF grants are based on pandemic-related revenue loss

Consider 15t and/or 2"d Draw PPP loan proceeds received as
gross receipts and reduce calculated pandemic-related
revenue loss accordingly

Businesses are not required to deduct EIDL awards

Grant awards are limited to:
— S5 million per physical location of the business, and

— $10 million maximum aggregate grant amount

For Informational Purposes Only; Subject to Change
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RRF: Calculation of Grant Awards (cont.)

Calculating Pandemic-Related Revenue Loss and Projected

Grant Amount

* Operational for all of 2019:

— If a business was operational for all of 2019, then its pandemic-related
revenue loss (and estimated grant award) will be equal to its total gross
receipts for 2019 less its 2020 total gross receipts plus any PPP loans.

* Operational for only part of 2019:

— If a business was not in operation for the entirety of 2019, then its
pandemic-related revenue loss (and estimated grant award) would be the
difference between 12 times its average monthly gross receipts in 2019 and
12 times its average monthly gross receipts for 2020 and any PPP loans, or

— An amount based on a formula determined by SBA

For Informational Purposes Only; Subject to Change
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RRF: Calculation of Grant Awards (cont.)

Calculating “Pandemic-Related” Revenue Loss and Grant
Amount

* Operational from January 1, 2020 until day before enactment of the RRF:

— If a business became operational between January 1, 2020 and the day before the
date of enactment of the RRF, then its pandemic-related revenue loss (and estimated
grant award) would be the amount of its eligible expenses minus any gross receipts
received when in operation and any PPP loans, or

— An amount based on a formula determined by SBA

* Operational after enactment of the RRF:

— If a business was not operational on the date of enactment, but has incurred eligible
expenses, then it is still eligible for an RRF grant. The grant amount would be the

amount of those eligible expenses less any PPP loans, or

— An amount based on a formula determined by SBA

For Informational Purposes Only; Subject to Change
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RRF: Covered Period I
Covered Period Terms 3/‘

* Covered period is defined as beginning on February 15, 2020 and ending on
December 31, 2021, or a date to be determined by the SBA Administrator
that is not later than 2 years after the date of enactment.

* Businesses will essentially be able to retroactively apply eligible expenses
against grant funds, acting more or less as a reimbursement.

e [fall grant funds are not used by December 31, 2021 and the covered period
is not extended by SBA, then the eligible entity must return any unused funds
to the Treasury.

* If the eligible entity permanently ceases operations on or before the last day

of the covered period, then it also must return any unused funds to the
Treasury.

e |f grant funds are not used on allowable expenses, then they must be
returned to the Treasury.

For Informational Purposes Only; Subject to Change
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RRF: Eligible Expenses
Eligible Expenses

Certain payroll expenses (i.e. compensation not exceeding $100,000/year), tips or equivalent, paid vacations,
severance payments, and employee benefits, etc.)

— Eligible payroll expenses excludes any amount of employee compensation identified as “qualified wages”
for purposes of obtaining the ERTC or any COBRA premiums used to secure a tax credit

— Canstill claim ERTC for 2020 and 2021, but wages used in calculating ERTC cannot be paid with grant
funds

Rent (not prepayment), utilities and maintenance (including construction to accommodate outdoor seating such
as deck surfaces, fixtures and equipment)

Principal or interest on mortgage obligations (not prepayment)
Operational expenses

Paid sick leave

Certain supplier costs

Personal protective equipment (PPE) and cleaning supplies

Certain existing debt obligations (i.e. debt obligations to suppliers incurred before the covered period, normal
food and beverage inventory, etc.)

Any other expenses that SBA determines to be essential and within the scope of normal business operations

For Informational Purposes Only; Subject to Change
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RRF: Distribution

Distribution Criteria

* SBA Administrator may make adjustments as necessary to the distribution of the
$23.6 billion in funds based on demand and the relative local costs in the markets in
which eligible entities operate

e Set-asides:

— $23.6 billion is set aside for SBA to award in an equitable manner to eligible
businesses

— S5 billion is set aside businesses with gross receipts of $500,000 or less during
2019
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RRF: 15t and 2" Draw PPP Loans

Treatment of PPP Loans

 Pandemic-related revenue losses (and correspondingly grant
awards) for businesses are reduced by any 15t and/or 2" Draw PPP
loan amounts
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RRF: Tax Treatment

Tax Treatment of RRF Grants

e Restaurant Revitalization Fund grants are tax free

* All federal tax deductions normally utilized by businesses are still
available
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RRF: Timeline

Start Preparing Now

SBA is not accepting applications yet.

SBA expected to issue guidance and release applications
sometime next month.

Anticipate other conditions and definitions to be provided via
interim final rule and application, including receipt and use of
grant funds and other, potential eligibility requirements

RRF likely open to all eligible businesses, after the priority period,
in May or June 2021

For Informational Purposes Only; Subject to Change
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RRF: Timeline
Start Preparing Now

Immediately register for a Data Universal Numbering System
(DUNS) number

— Process can take 2-3 days

Immediately register in the System for Award Management
(SAM.gov)

— Process can take 2-3 weeks

— You will need your DUNS number and other relevant business information
(i.e. Tax ID number, etc.)

Don’t forget to send a SAM notarized letter to the Federal Service
Desk (FSD)

Begin gathering documents to support gross earned revenue
losses

For Informational Purposes Only; Subject to Change
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Other COVID-19 Relief Opportunities

* EIDL Grants
* SBA Debt Relief Program

 Employee Retention Tax Credit (ERTC)

* Individual stimulus payments F"
 Unemployment supplement 0PT|0N_1 OPTION__Z/'

| A
* FSA rollover now permitted OPT|UN3 0PT|0N4

 Extended paid leave credit
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References

 National Restaurant Association
* Independent Restaurant Coalition
e U.S. Chamber of Commerce



ADAMS AND REESE LLpP

Adams and Reese
COVID-19 Task Force Resources

https://www.adamsandreese.com/experience/
practices/crisis-response-and-
preparedness?tab=flex
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