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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Disclaimer
This presentation is based on relevant government guidance available 
as of June 15, 2021.  There are a few areas of the CARES Act, related 
guidance and the SBA’s Loan Forgiveness Application that are 
unclear and additional clarification from the government is needed. 
In addition, there may be future legislation that modifies the program 
rules.  This presentation includes our best interpretation of the 
guidance.

We recommend you consult with your CPA for questions regarding 
your specific business situation.

PPP Loan Forgiveness
• Forgiveness deadlines

• 3508S vs 3508EZ vs 3508

• Dates and FTEs

• Wage rates

• Covered costs

• Documentation
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• The official deadline to apply for loan forgiveness 
is the last day of the loan amortization period (24 
months or 60 months).

• However, borrower has 10 months from the last 
day of the selected covered period to submit the 
application for forgiveness TO AVOID MAKING 
PAYMENTS OF PRINCIPAL AND INTEREST.

Forgiveness Deadlines

• Regarding the official deadline… 
(source: SBA FAQ on Loan Forgiveness)

Forgiveness Deadlines
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• General assumption is that the application just 
has to be SUBMITTED to the LENDER within the 10 
months.  A forgiveness decision can come later. 
(source: SBA FAQ on Loan Forgiveness)

Forgiveness Deadlines

• Example:

Borrower received their loan on April 10, 2020

Borrower must submit their application for 
forgiveness by July 24, 2021 to avoid making 
payments

Forgiveness Deadlines
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• Under SBA guidance, the 10-month rule assumes a 
24-week covered period  (source: IFR dated 01/19/21)

Forgiveness Deadlines

• Procedurally, borrower submits application for 
forgiveness to the lender.

• Lender may have questions or require additional 
documentation.

• Lender approves the application and forwards the 
application to the SBA.

• SBA has 90 days to approve or deny the application.

Forgiveness Deadlines
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

What happens if you miss the 10-month deadline?

• Borrower will have to make monthly principal and 
interest payments to the lender

• An application for forgiveness can be submitted

• After the SBA decision, monthly payments will 
cease and lender will reimburse borrower for the 
payments made if full forgiveness is received.

Forgiveness Deadlines

• If forgiveness is denied, in whole or in part, there is an 
appeals process.

• The process is described in detail in the Interim Final 
Rule issued on August 11, 2020

https://home.treasury.gov/system/files/136/PPP-IFR-
Appeals-of-SBA-Loan-Review-Decisions-Under-the-
PPP.pdf

Forgiveness Deadlines
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

What happens if I don’t get 100% forgiveness?

The unforgiven portion turns into a loan, which 
bears interest at 1% and is payable over 18 or 54 
months.  No collateral or personal guarantee is 
required and there is no prepayment penalty.

Forgiveness Deadlines

PPP2
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• The rules and process to apply for and receive 
forgiveness on a PPP2 loan is the same.

• The only difference is borrower will have to 
provide proof of the 25% revenue decline with 
the loan forgiveness application

• Discuss timing of the PPP2 application with your 
lender

PPP2

Forms
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• SBA’s Loan Forgiveness Applications have been 
modified several times.

• There are three versions:  S, EZ and Regular

• The forms and related instructions can be found 
here, under the heading “For Borrowers”

https://home.treasury.gov/policy‐issues/coronavirus/assistance‐for‐small‐
businesses/paycheck‐protection‐program

Application Forms

3508S: Who is Eligible?
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Eligibility to file Form 3508S:

• PPP loan amount is $150,000 or less

Exception: If a borrower, together with its affiliates, 
received PPP loans totaling $2M or more, they are not 
eligible for the 3508S.  Example:  Co A = $35,000; Co B = 
$500,000; Co C = $1,840,000.  Total is $2,375,000.  Co A 
cannot use 3508S.

3508S:  Who is Eligible?

• The FTE and wage reduction restrictions are not 
applicable to borrowers eligible for 3508S, whose loan 
amount is less than $50,000.  

• Eligible costs are still the same.

• Documentation requirements for eligible costs are the 
same, and must be submitted with the application to 
the lender.

3508S:  Who is Eligible?
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• Borrowers with loan amounts between $50,000 and 
$150,000 are subject to all of the same rules that apply 
for the 3508EZ and the 3508.

• It may be easier to just file the 3508EZ or 3508.

3508S:  Who is Eligible?

3508EZ: Who is Eligible?
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

There are 3 ways to qualify to file Form 3508EZ:

#1 Sole proprietor with no employees

- Choose the 24 week period

- The formula for forgiveness is:
2019 Form 1040, Schedule C, line 31
Divided by 12 * 2.5
Maximum of $20,833

3508EZ:  Who is Eligible?

Documents required to submit for Option #1:

• Sign a certification statement.

• For a PPP loan received in 2020:  Provide a copy of 2019 
Form 1040, Schedule C

• For a PPP loan received in 2021:  Provide a copy of 2020 
Form 1040, Schedule C

3508EZ:  Who is Eligible?
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Documents required to maintain, but not submit, Option #1:

• All records relating to the PPP loan, including documentation 
submitted with PPP loan application, support for necessity 
of loan request and eligibility for PPP loan.

3508EZ:  Who is Eligible?

There are 3 ways to qualify to file Form 3508EZ:

#2 Meet two tests:

- Certify that the borrower did not reduce the annual 
salary or hourly wages of any employee by more than 25% 
during the covered period, as compared to Q1 of 2020.

- Certify that the borrower did not reduce FTEs between 
January 1, 2020 and the end of the covered period.

3508EZ:  Who is Eligible?
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Documents required to submit for Option #2:

• Sign a certification statement.

• Copies of payroll registers, Form 941, etc. for payroll costs

• Copies of invoices, proof of payment, etc. for all other costs

• The average # of FTEs on January 1, 2020 and the end of the 
covered period.

3508EZ:  Who is Eligible?

Documents required to maintain, but not submit, Option #2:

• All records relating to the PPP loan, including documentation 
submitted with PPP loan application, support for necessity 
of loan request and eligibility for PPP loan.

• Documentation that salaries and wages were not reduced by 
more than 25%, computed by individual employee.

3508EZ:  Who is Eligible?
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Documents required to maintain, but not submit, Option #2:

• FTE computations for relevant base period(s) and the 
covered period to support certification that FTEs were not 
reduced, by individual employee.

• Payroll records for January 1, 2020 through the end of the 
covered period, by individual employee.

• Support for any FTE reduction exceptions claimed

3508EZ:  Who is Eligible?

There are 3 ways to qualify to file Form 3508EZ:

#3 Meet two tests:

- Certify that the borrower did not reduce the annual salary or 
hourly wages of any employee by more than 25% during the 
covered period, as compared to Q1 of 2020.

- Certify that the borrower was unable to operate during the 
covered period at the same level of business activity as before 
2/15/20, due to compliance with COVID restrictions.

3508EZ:  Who is Eligible?
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Documents required to submit for Option #3:

• Sign a certification statement.

• Copies of payroll registers, Form 941, etc. for payroll costs

• Copies of invoices, proof of payment, etc. for all other costs

3508EZ:  Who is Eligible?

Documents required to maintain, but not submit, Option #3:

• All records relating to the PPP loan, including documentation 
submitted with PPP loan application, support for necessity 
of loan request and eligibility for PPP loan.

• Documentation that salaries and wages were not reduced by 
more than 25%, computed by individual employee.

3508EZ:  Who is Eligible?
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Documents required to maintain, but not submit, Option #3:

• Support for inability to operate, including relevant financial 
records (to show revenue/cost impact)

• Copies of the federal, state and/or local COVID guidelines 
that your business was required to follow that restricted 
your ability to operate.  Most of these can be found online 
on the municipalities website.

3508EZ:  Who is Eligible?

Regarding the third qualifier for the EZ Form….

• The inability to operate relates to physical 
restrictions like the governor’s order to allow only 
take-out, or reduction in capacity to 50%, or 
being deemed “nonessential” so you had to cease 
manufacturing.

• It does not appear to include business reductions 
that were the result of less economic activity.

3508EZ:  Who is Eligible?
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

3508EZ:  Who is Eligible?

3508: Who is Eligible?
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Who should file Form 3508:

• Borrowers who are not eligible for 3508S or 3508EZ

• Requires more details to be reported on the form

3508:  Who is Eligible?

Documents required to submit with 3508:

• Sign a certification statement.

• Schedule A

• Copies of payroll registers, Form 941, etc. for payroll costs

• Copies of invoices, proof of payment, etc. for all other costs

• Support for FTE computations for the covered period and the 
selected base period.

3508:  Who is Eligible?
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Documents required to maintain, but not submit, with 3508:

• Schedule A Worksheet (or its equivalent) and supporting 
documentation

• All records relating to the PPP loan, including documentation 
submitted with PPP loan application, support for necessity 
of loan request and eligibility for PPP loan.

3508:  Who is Eligible?

• After the lender approves the application, it will 
be forwarded to the SBA for final approval.

• The SBA has 90 days to approve or deny the 
application.

• As long as you apply for loan forgiveness within 
10 months of the last day of the covered period, 
loan payments are not required until after the 
forgiveness decision from the SBA is known.

What’s Next?
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Dates and FTEs

• Determine your “Covered Period”, which starts with 
receipt of your PPP loan proceeds

• The Consolidated Appropriations Act (CAA) signed in 
December 2020 added a provision that allows 
companies to pick the length of their covered period.

• It can be any number of weeks between 8 and 24.  All 
of the compensation limits must be prorated to the 
number of weeks selected.

Dates:  Covered period

41

42



This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• The next few slides talk about the “Alternative Payroll 
Covered Period”.

• With the flexibility to have a covered period up to 24 
weeks, most borrowers will not need to utilize this 
option.

Dates:  Covered period

• The SBA’s Loan Forgiveness Application provides for an 
optional “Alternative Payroll Covered Period” (semi-monthly ineligible)

• Begins on the 1st day of the 1st pay period following the PPP 
loan disbursement date.  (This is the not the 1st pay date following loan disbursement.)

• Example:  Loan proceeds received 4/21/20 (Tuesday)
Weekly payer, next pay period begins 4/27 (Monday)
Alternative Payroll Covered Period would be:

4/27/20 – 6/21/20

Dates:  Covered period
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• Twist #1: Choosing the Alternative Payroll Covered Period (APCP) will 
push the pay date for wages earned for the 8th week beyond the end 
of the APCP

• Continuing example for the weekly payer …
The 1st pay period is 4/27-5/3, which is paid on 5/8
The 8th pay period is 6/15-6/21, which is paid on 6/26
The 56th day of the APCP is 6/21

• The rules allow you to include wages in the 8th pay period that were 
earned prior to the end of the APCP, as long as they are paid timely 
on 6/26

Dates:  Covered period

• Twist #2: The Alternative Payroll Covered Period applies only to 
payroll costs.

• The regular Covered Period applies to all other costs.

• Capture payroll costs for 4/27/20 – 6/21/20

• Capture nonpayroll costs for 4/21/20 – 6/15/20

• REMEMBER:  The APCP is optional, but may be preferable so that 
your pay periods align with the covered period.  

Dates:  Covered period
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• During the covered period, there are two sets of 
data to maintain and document:

- Covered costs incurred and paid (more later)

- FTE count

FTE = Full-time Equivalent

Dates:  Covered period

• Basic FTE Formula:  Hours worked per week / 40

Examples…
Joe works 30 hours a week, he is a 0.75 FTE
Mary works 20 hours a week, she is a 0.5 FTE
Bob works 55 hours a week, he is a 1.0 FTE

(can’t be more than 1.0)

• For a payroll that includes the 3 employees 
above, the FTE count is:  0.75 + 0.5 + 1.0 = 2.25

FTEs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• The Application allows a simplified method of 
computing FTEs.  Employees working 40 or more 
hours are 1.0, employees <40 are 0.5.

Example using the simplified method…
Joe works 30 hours a week, he is a 0.5 FTE
Mary works 20 hours a week, she is a 0.5 FTE
Bob works 55 hours a week, he is a 1.0 FTE

• For a payroll that includes the 3 employees 
above, the FTE count is:  0.5 + 0.5 + 1.0 = 2.0

FTEs

• For all periods that you have to compute FTEs, you need 
to pick one method (actual or simplified) and use it for 
all periods.

• Owners are EXCLUDED from all FTE computations.

• “Owner” has been defined as “an owner who is also an 
employee.”  Assume any employee that has any stock 
ownership interest in a C-corp or S-corp is included.  

FTEs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• The math for computing FTEs is based on the 
following paragraph in the Application:

• Step 1:  Compute average number of hours paid per week
• Step 2:  Divide by 40
• Step 3:  Round to the nearest tenth

FTEs

• Example – for an 8-week covered period:

• Mary worked the following hours:
20, 25, 20, 20, 25, 30, 20, 20

• The calculation for average number of hours paid 
per week is as follows:
(20+25+20+20+25+30+20+20)=180/8=22.5

22.5/40=.5625 = 0.6 FTE   required to round to nearest tenth

FTEs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• For a bi-weekly payer, the math is similar.

• Steve worked the following hours:
85, 70, 90, 85
(85+70+90+85)=330/8=41.25
41.25/40= 1.04 = 1.0 FTE

• The formula is beneficial if employees fluctuate 
between weeks of OT and weeks below 40 hours.

FTEs

• Semi-monthly:  more complicated due to the 
varying number of hours considered “full time” in 
each pay period.

• Semi-monthly payers are ineligible for the APCP

• Semi-monthly payers may need to pro-rate their 
payroll, depending on how dates fall.

FTEs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• The FTE average during the covered period (or 
APCP) is then compared to the FTE average 
during the “base period”

• There are two options for the base period:
- Option 1:  2/15/19 – 6/30/19
- Option 2:  1/1/20 – 2/29/20

• Compute your FTE averages for both periods to 
determine which one is lower.  You get to pick!

FTEs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• The math and method to compute FTEs for each 
base period is the same as it was for computing 
FTEs during the covered period (or APCP).

• Total the hours worked during the relevant period 
and divide by the number of weeks.

• Then divide that number (average hours per 
week) by 40.

FTEs

• Compare the results:
Option 1 average FTEs:  10.5
Option 2 average FTEs:  6.8

• Select option 2 so that you are comparing your 
covered period (or APCP) to the smaller number.

FTEs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Wait…. Why would I pick the Option 
with the smaller number?

The average FTEs for the covered period (the 8 weeks) is compared 
to the chosen base period (option 1 or 2).  

If the average FTEs during the covered period is SMALLER than the 
average FTEs for the chosen base period, there is a REDUCTION to 
forgiveness.

• Let’s do the math…
Average FTEs was 8.4 for the covered period (or APCP)  
Option 1 average FTEs:  10.5
Option 2 average FTEs:  6.7

• Using Option 1, there would be a 20% reduction in the 
amount of the loan that can be forgiven.
(10.5 - 8.4) = 2.1        2.1 / 10.5=20%

• With Option 2, there’s NO reduction. 

FTEs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• If you spend all of the PPP funds in less than 24 weeks, 
you are eligible to file for forgiveness at that time.

• Just remember to prorate all of the compensation limits.

FTEs

• What do you do if you have an FTE reduction?

• Mathematically, the ability to include and report up 
to 24 weeks of payroll and other costs infers that 
almost all businesses, even those with an FTE 
reduction, will still get 100% forgiveness.

FTEs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Example:  $250K PPP loan 

A business who received a PPP loan had $100K average 
payroll costs per month in 2019.

If the business had a 20% FTE reduction, they may have only 
$80,000 in average payroll costs per month during their 
covered period.

FTEs

$80,000 * 6 months (equivalent of 24 weeks) = $480,000

$480,000 payroll costs 
* 80%     (to reflect the FTE reduction)
=======================
$384,000  allowable payroll costs

Compared to the $250,000 Loan amount, the company gets 
100% forgiveness (assuming no EIDL grant).  Even without 
including any nonpayroll costs.

FTEs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• The Application provides for “FTE Reduction 
Exceptions” for situations that occurred during the 
covered period (or APCP).

• Realistically, with up to 24 weeks of costs to include, 
even with an FTE reduction, you probably will not 
need to isolate and capture the “FTE Reduction 
Exceptions”.

• However, we will include the rules just in case.

FTEs

• The following will not count against you:
- employees who reject your re-hire offer
- employees who were fired for cause
- employees who voluntarily resigned
- employees who voluntarily requested and received

a reduction of their hours 

• They do not count against you, ONLY IF you did not 
replace the employee.  

FTEs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• To be able to claim these “FTE Reduction Exceptions”

- Document a good-faith written offer to rehire

- Document any terminations for cause

- Document any resignations

- Document any requests for reduced hours

FTEs

FTEs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• There is an FTE Reduction Safe Harbor 2 for 
companies that file the Regular form (not the EZ)

• Page 4 of the SBA Application

• Compute FTEs for 3 more periods

• If the Safe Harbor 2 is met, there will be no reduction 
to forgiveness for the aforementioned drop in FTE

FTEs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Wage rates

• There is a second forgiveness reduction formula 
that needs to be considered.

• Concept:  If wage rates decrease more than 25%, 
there is a penalty in the forgiveness calculation.

Wage rates
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• The Application instructions indicate that for a salaried 
individual, the “average annual salary” would be compared 
between the 1Q of 2020 and the covered period (or APCP).

• For simplification, we are going to look at an example that 
compares the average weekly salary paid in each period.  The 
math works out the same.

• Average weekly salary for Q1 2020 would be gross wages, 
divided by 13 weeks.

Wage rates

• Example:  Joe is full-time and normally makes 
$1,000 per week, but you cut his salary to $650 
per week (still full-time).  If Joe was receiving the 
reduced salary for all eight weeks in the covered 
period (or APCP), you would reduce eligible loan 
forgiveness by $800 for Joe.

$1,000 * 25% = $250 is the allowed reduction
Joe’s reduction is $1,000 - $650 = $350
Penalty is:  ($350 - $250) * 8 weeks = $800

Wage rates
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• The Application instructions indicate that for an 
hourly individual, the “average hourly wage” 
would be compared between Q1 of 2020 and the 
covered period (or APCP).

• Average hourly wage for Q1 2020 would be 
computed as gross wages, divided by number of 
hours worked.

Wage rates

• The revised Application instructions indicate that 
wage rates (hourly rate or base salary) would be 
compared between the most recent calendar 
quarter and the covered period.

• This applies to PPP loans received in 2021.

Wage rates

75

76



This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• Example:  Mary makes $20 per hour but you cut 
her rate to $13 per hour.  Mary averages 30 hours 
per week.  The reduction to loan forgiveness for 
Mary is $480.

$20 * 25% = $5 is the allowed reduction per hour
Mary’s reduction was $20 - $13 = $7
Penalty is:  ($7 - $5) * 30 hours * 8 weeks = $480

Wage rates

• This math has to be done for each employee. You will not have to submit 
the employee-level details with the forgiveness application, but it still must 
be computed and maintained (for any audit).

Wage rates
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• FAQ released by the SBA on August 4, 2020 
clarifies that the 25% wage reduction 
computation only applies to salaries or wages.

• Indicates that commissions, bonuses and other 
similar types of compensation are excluded when 
you are doing these computations.

Wage rates

• The Interim Final Rule issued on 6/22/20 says that 
“If the borrower applies for forgiveness before the 
end of the covered period, it must account for the 
salary reduction for the full covered period.”

• If you have reduced wages, you may need to include 
more weeks of payroll or nonpayroll costs to 
achieve full forgiveness.

Wage rates
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• There is a Salary/Hourly Wage Reduction Safe Harbor

• Page 4 of the Instructions for Form 3508

• Look at salary/hourly wages for 3 more periods

• If the Safe Harbor is met, there will be no reduction 
to forgiveness for the aforementioned drop in wages

Wage Rates

• With the ability to include 24 weeks of costs, you 
should still mathematically overcome the 
salary/hourly wage reduction rather easily.

• However, we will provide information on the safe 
harbor just in case.

Wage Rates
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• The Wage Rate Safe Harbor is at the employee level.

Wage Rates

• Moral of the story:  Don’t cut wages more than 25% 

• Cutting wages also makes it hard to spend all of the 
PPP Loan proceeds AND get 100% forgiveness.

• The intent of PPP is to help you keep paying normal 
wages for normal hours.

Wage rates
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Wait…. What if an employee doesn’t 
come back or was fired for cause?

There is no requirement for you to pay the exact same people 
during the covered period as were employed prior to the covered 
period.  You are free to hire new employees.  

If you have any concerns about the re‐hire process, we 
recommend you consult an attorney specializing in employment 
law.

Covered Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• The amount of forgiveness is based on the amount of loan 
proceeds spent on covered costs during the Covered Period

• Covered costs: Costs added by the CAA:
- Payroll costs - Covered operations expenditures
- Rent - Covered property damage costs
- Interest - Covered supplier costs
- Utilities - Covered worker protection

expenditures

Covered Costs

• Payroll costs… this is the exact same definition 
that you used when you compiled your 2019 data 
to get your PPP loan. 

• Gross wages (salaries, wages, commissions, etc.)*
• Cash tip or equivalent
• Vacation, parental, family, medical or sick leave**
• Group health insurance premiums, employer 

portion
• Retirement contributions, employer portion
• State unemployment taxes

Covered Costs – Payroll Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

* Just as you may have done when computing your 
eligible payroll for the loan, you have to exclude wages 
over $100,000.

Computation of the limit:  Wages in excess of $1,923 per 
week in your selected covered period paid to any one 
individual would be excluded. ($100,000/52)

Example for a 16-week filer:  Wages in excess of $30,769 
paid to any one individual would be excluded. 
($100,000/52*16).  

Covered Costs – Payroll Costs

** The amount of wages claimed cannot include 
qualified sick leave wages for which a credit is allowed 
under the Families First Coronavirus Response Act 
(FFCRA)

The amount of wages claimed cannot include qualified 
family leave wages for which a credit is allowed under 
the FFCRA.

The benefits in FFCRA are separate from PPP, but you 
can’t “double dip”.

Covered Costs – Payroll Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

** The amount of wages claimed cannot include any 
wages used to claim the Employee Retention Credit.

The ERC is a separate program from PPP, but you can’t 
“double dip”.

Use wages for PPP first, since it is a $1 for $1 benefit, 
then use remaining wages for ERC.  ERC is a 50 cents on 
the dollar benefit for 2020 and a 70 cents on the dollar 
benefit for 2021 (for eligible companies).

Covered Costs – Payroll Costs

Owner Compensation:

• Limited to the lesser of $20,833 or 2019 compensation 
multiplied by 2.5/12

• For an Owner who gets a W-2, apply the 2.5/12 ratio 
to their gross wages for 2019

• For an Owner who is a partner, use 2019 Schedule K-
1, line 14a, reduced by Sec.179 expense, multiplied by 
2.5/12

Covered Costs – Payroll Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Owner Compensation – Owners with multiple PPP loans:

• If you are an Owner in multiple businesses that received 
PPP loans, the compensation limit must be spread 
across all businesses.

• Example:  Joe owns Company A, Retail B and Restaurant 
C.  Joe was paid $40,000 by each business during the 
covered period, for total compensation received of 
$120,000.  All businesses are using 24 weeks.

Covered Costs – Payroll Costs

Owner Compensation – Owners with multiple PPP loans:

• Each company does NOT get to include $20,833 of 
wages for Joe.

• The $20,833 limit for Joe must be allocated among 
the three businesses.  The allocation is up to you.

• Acceptable allocation:  $20,833, $0, $0
• Acceptable allocation:  $6,000, $7,000, $7,833
• No rules, the total just can’t exceed $20,833 for Joe

Covered Costs – Payroll Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• Health insurance – only include the amounts paid by 
the Employer.  (Employer’s net cost)

• For regular insurance, this would be total monthly 
premium, less amounts withheld from employee 
paychecks.

• For a captive, this would be total amount paid into 
the captive, less amounts withheld from employee 
paychecks.

Covered Costs – Payroll Costs

Health insurance:

• For C-corps, the full amount of Owner premiums paid 
by the employer are eligible.

• For S-corps, the amount of Owner premiums paid by 
the employer are NOT eligible.  (Reasoning:  these 
amounts are includible in the owner’s W-2 as cash 
compensation.)

Covered Costs – Payroll Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Retirement plan contributions:

• The FAQ issued on August 4, 2020 allows both costs 
paid and costs incurred, but forbids accelerating costs 
into the covered period.  While not defined, we 
interpret “accelerating costs” to mean attempting to 
include a full year of contributions for 2020.

• Infers that if you pay the accrued 2019 contribution 
during the covered period, it is an eligible cost.  

Covered Costs – Payroll Costs

Retirement plan contributions:

• For owners, the includible retirement plan 
contribution is limited

• The maximum includible is 2.5/12 of the 2019 
contribution amount for the owner

Covered Costs – Payroll Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Retirement plan contributions - Example 2:

Company accrues a profit-sharing at year-end and deposits 
the funds into the plan sometime during the following year.

During 2019, $25,000 was contributed for the Owner.  This 
was technically the 2018 contribution.

During the 2020 covered period, the accrued 2019 
contribution is deposited into the plan.  The maximum that 
can be included for the owner is:  $25,000/12*2.5= $5,208 

Covered Costs – Payroll Costs

NONPAYROLL COSTS

• You probably won’t need them if you are not claiming 
Employee Retention Credit.

• We are including the rules for all categories of eligible 
nonpayroll costs.

Covered Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• Rent… Includes rent for real or personal property 
under a leasing agreement in force (signed) 
before February 15, 2020.

• Real property = building, storage unit
Personal property = equipment, vehicles

Covered Costs – Nonpayroll Costs

• Related party rent is included, but a signed lease 
agreement pre-February 15 is required. 

• The amount includible for related party rent is 
limited to the amount of mortgage interest paid 
by the owner of the building during each month.

• Might not be worth all of the documentation and 
calculations required, unless you need it to get 
100% forgiveness

Covered Costs – Nonpayroll Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• Utilities… Includes services for the distribution of 
electricity, gas, water, sewer, transportation, 
telephone or internet access for which service 
began before February 15, 2020.

Covered Costs – Nonpayroll Costs

• Interest… Includes interest (not principal) on 
loans secured by real or personal property that 
were in effect before February 15, 2020.

• If you have any capital leases, they would not get 
counted as “rent” since they are a financing 
agreement.  The monthly interest component 
would be considered a covered cost.

Covered Costs – Nonpayroll Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• Covered operations expenditures:

Payments for any business software or cloud 
computing service that facilitates business 
operations, product or service delivery, the 
processing, payment or tracking of payroll 
expenses, human resources, sales and billing 
functions, or accounting of tracking of supplies, 
inventory, records and expenses.

Covered Costs – Nonpayroll Costs

• Covered property damage costs:

Costs related to property damage and vandalism 
or looting due to public disturbances that 
occurred during 2020 that were not covered by 
insurance or other compensation.

Covered Costs – Nonpayroll Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• Covered supplier costs:

Expenditures made to a supplier of goods for the supply 
of goods that are essential to the operations of the 
Borrower at the time at which the expenditure is made, 
and made pursuant to a contract, order or purchase 
order in effect prior to the beginning of the covered 
period (or for perishable goods, the contract order or PO 
may have been in effect before or at any time during the 
covered period)

Covered Costs – Nonpayroll Costs

• Covered worker protection expenditures:

Operating or capital expenditures that facilitate the 
adaptation of the business activities of an entity to 
comply with the requirements established or guidance 
issued by the DHHS, CDC or OSHA or any equipvalent
requirements established or guidance issued by a state 
or local government during the period starting 3/1/2020 
and ending on the date on which the national emergency 
for COVID-19 expires….

Covered Costs – Nonpayroll Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• Covered worker protection expenditures (continued):

… related to maintenance standards for sanitation, social 
distancing, or any other worker or customer safety 
requirement related to COVID-19, but does not include 
residential real property or intangible property.

Covered Costs – Nonpayroll Costs

• Once you have all of your covered costs captured 
for the covered period, you have to evaluate the 
total and the components.

• At least 60% of total costs incurred must be 
payroll costs.

• There is a reduction in forgiveness if you don’t 
reach 60% or if you don’t spend all of the money.

Covered Costs
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

• Forgiveness amount is the lesser of the following 3 numbers:

~ (Total spent – wage reduction) * FTE Reduction Quotient

~ PPP Loan Amount

~ Total payroll costs incurred divided by 0.6

Summary of the Forgiveness Reductions

Math.  Lots of math.

111

112



This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Documentation

• When you submit a 3508EZ or 3508 to your 
lender, they will expect  documentation of 
everything we just covered:
- Average FTEs for the covered period
- Average FTEs for the chosen base period
- Payroll tax reports to support gross wages
- Account statements for health insurance,

utilities, rent, interest, etc.
- Verification of payment:  bank statements, 

cancelled checks, etc.

Documentation
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This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Best practices:
• Keep a spreadsheet of all covered expenses.

• As you pay a bill for a covered cost, put a copy in 
a designated file folder (paper or digital).

• Put copies of bank statements in the folder.

• Put copies of your payroll reports in the folder.

Documentation

• What happens if I don’t provide the necessary 
documentation to my lender?

The SBA is clear on this point…
No documentation = No forgiveness

• What happens if I don’t follow the rules for use of 
proceeds?

The SBA can charge you with fraud in addition to 
making you repay the misused amounts.

Documentation

115

116



This presentation is based on relevant government guidance available as of June 15, 2021.  There are a few areas of the 
CARES Act and related guidance as well as the SBA Loan Forgiveness Application that are unclear and additional 
clarification from the government is needed.  This presentation includes our best interpretation of the available guidance.

Document Retention Period:

If a business does not receive 100% forgiveness, it 
makes sense to repay the loan as quickly as 
possible, to start the clock on the document 
retention period.

Documentation

The primary intent of the PPP is to get money into 
the hands of workers through your payroll.

The math is worth it. 

Closing Thoughts…

117

118


