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PPP Loan Forgiveness Application and hstructions Rekased by SBA
MAY 16,2020 BY ED ZOLLARS, CPA

The SBA has rkased the “Paycheck Protection Program Loan Forgieness App cation” [l thatcontais

hfom aton on the PPP orgieness progmam .
The applicatbn consits of:

e The PPP Loan Forgieness Cakuhton Fom ;
e PPP Scheduk A;
e The PPP Scheduk A W orksheet;and

e The Eptbnal) PPP BonowerDem ographic hfom atbn Fom .
Application Fom

The applicatbn and hstmctons are the firstdetaied guidance fiom the SBA and Treasury regardig details
ofcom putihg the debtorgieness.W hik notansw ering every question bonow ers had aboutthe progmam ,

Tdoes chrify a num berofissues.
Som e ofthe key tem s chrified hclide :

e The “hcuned” and ‘pail” lhnguage 1 §1106 ofthe CARES Actregardig expenses thatcountfor
forgiveness & defined o albw ,w th certah Iin iatbns,both expenses paid and hcuned i the 8-

week perd;

e A rhtively bonow erfriendly nterpretaton ofthe cakubtion ofboth the fulltn e equivakntand

w age /salhry reductbn provisbns thatw oull reduce the am ountofdebtorgien;

e An hdiectbaron usihg bonuses to ownerem pbyees to fillshortfals h elgblk expenses used to

appl Hrban Prgieness bured n the representatons;



e Anexplctstatem entthatcoversd rentoblgatbns iclide kases on both rraland personal
property;and
e The creatbn ofa new Alemative PaymICovered Perbd thatalbw s bonow ers to algn the 56 day

perbd w ih theirown paymIperbd.

The hstmctons first bok atthe ©Ibw hg two-page applcaton fom .

13 Paycheck Protection Program OMBE Control Number 32450407
Loan Forgiveness Application Expiration Date: 10/31/2020

Loan Forgiveness Calculation For

Business Legal Name (* Bor rower") DEA or Tra i applicable
Business Address Business TIN 58! Business Phone
() c
Primary Contact E-amail Address
SBA PPP Loan Number: Lender PPP Loan Number:
PPP Loan Amount: PFP Loan Disbursement Date:

Employees at Time of Loan Application:
Employees at Time of Forgiveness Application:

EIDL Advance Amount: EIDL Application Number:

Payroll Schedule: The frequency with which payroll is paid to employees is:
[ Weekly O Biweekly (every other week) O Twice a month [ Monthly O Other

Covered Period: to

Alternative Payroll Covered Period, il applicable: o

I Borrower (together with affiliates, if applicable) received PPP loans in excess of $2 million, check here: [
Forgiveness Amount Calculation:

Payroll and Nonpavroll Costs
Line 1. Payroll Costs (enter the amount from PPP Schedule A, line 10):

Line 2. Business Mortgage Interest Payments:
Line 3. Business Rent or Lease Payments:

Line 4. Business Utility Payments:

Salary/Hourly Wage Reduction (enter the amount from PPP Schedule A, line 3):

L=
Line 5. Total
Line 6. Add the amounts on lines 1, 2, 3, and 4, then subtract the amount entered in line 5:

Line 7. FTE Reduction Quotient (enter the number from FPP Schedule A, line 13):

P : 5
Line 8. Maodified Total (multiply line 6 by line 7):

Line 9. PPP Loan Amount:

Line 10. Payroll Cost 75%% Requirement (divide line 1 by 0.75):

iv 1
Line 11. Forgiveness Amount (enter the smallest of lines 8, 9, and 10):

SBA Form 3508 (05/20)
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SBA PPP Loan Forgieness Application Page 1

s Paycheck Protection Program OMBE Control Number 3245-0407
ﬁ Loan Forgiveness Application Expiration Date: 10/31/2020
e
By Signi low, You Make the Followir esentations and Certifications on Behalf of the Borrower:

The authorized representative of the Borrower certifies to all of the below by initialing next to each one,

The dollar amount for which forgiveness is requested:
+  was used to pay costs that are eligible for forgiveness (payroll costs to retain employ ees; business mortgage



interest payments; busmess rent or lease pay or utihity pay )

» includes all applicable reductions due to decreases in the number of full-time equivalent emplovees and
salary hourly wage reductions;

* does not include nonpayroll costs in excess of 25% of the amount requested; and

*  does not exceed eight weeks' worth of 2019 compensation for any owner-emplovee or self-emploved
individual/general partner, capped at $15,385 per individual.

T understand that if the funds were knowingly used for unauthorized purposes, the federal government may pursue recovery
of loan amounts and/or civil or criminal fraud charges.

The Borrower has accurately verified the payments for the eligible payroll and nonpayroll costs for which the Borrower is
requesting forgiveness.

I have submitted to the Lender the required documentation verify ing payroll costs, the existence of obligations and service
(as applicable) prior to February 15, 2020, and eligible business mortgage interest payments, business rent or lease
payments, and business utility payments.

The information provided in this application and the inft ion pmwidcd in all supporting documents and forms is
true and correct in all material respects. 1 understand that k inghy making a false to obtain forgi

an SBA-guaranteed loan is punishable under the law, including 18 '[JSC 1001 and 3571 by imprisorument of not more than
five years and/or a fine of up to $250,000; under 15 USC 645 by imprisonment of not more than two years and/or a fine
of not more than $5,000; and, if submitted to a Federally insured institution, under 18 USC 1014 by imprisonment of not
more than thirty vears and/or a fine of not more than $1,000,000.

The tax documents I have submitted to the Lender are consistent with those the Borrower has submitted/will submit
to the IRS and/or state tax or workforce agency. [ also understand, acknowledge, and agree that the Lender can
share the tax information with SBA’s authorized representatives, including authorized representatives of the SBA
Office of Inspector General, for the purpose of ensuring compliance with PPP requirements and all SBA reviews.

I understand, acknowledge, and agree that SBA may request additional information for the purposes of evaluating
the Borrower’s eligibility for the PPP loan and for loan forgiveness, and that the Borrower's failure to provide
information requested by SBA may result in a determination that the Borrower was ineligible for the PPP loan or a
denial of the Borrower's loan forgiveness application.

The Borrower’s eligibility for loan forgiveness will be evaluated in accordance with the PPP regulations and guidance issued by
SBA through the date of this application. SBA may direct a lender to disapprove the Borrower’s loan forgiveness application if’
SBA determines that the Borrower was ineligible for the PPFP loan.

Signature of Authorized Representative of Borrower Date
Print Name Title
SBA Form 3508 (05/20)
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SBA PPP Loan Forgieness Appliation Page 2

Com putihg PayrollCosts and Forgiveness

The firstpage has hstmctions orthe PPP Loan Forgieness Cakubton Fom . The coversd perbd i
defined as olbws:

Enterthe eghtweek 66-day)Coverad Perbd ofyourPPP ban.The fistday ofthe Coversd Perbd
mustbe the sam e as the PPP Loan D bursem entDate.Forexam pk, fthe Bonow erreceied is PPP
ban proceeds on M onday,Aprl20, the fistday ofthe Covered Perbd i Aprl20 and the lhstday of

the Covered Perbd & Sunday,June 14 .

Butthe hstuctbns go on t provile a second optbnalcovered perbd thata bornow ercan choose:

Foradm hitatie convenknce,Bonow ers w ih a biweekly brmor fiequent) paymoIlscheduk may
ekctto cakubte elgbk paymwllcosts ushg the eghtweek 66-day)perbd thatbegis on the first
day oftheirfirst pay perbd foIbow g their PPP Loan D Ebursem entDate the RIlemative Paymoll
Coverad Perbd”).Forexam pk, fthe Bonow erreceied is PPP ban proceeds on M onday,April20,
and the firstday ofis firstpay perbd folow g is PPP ban dEbursem ent i Sunday,April26, the fist
day ofthe Alemative PaymIlCoverrd Perbd i April26 and the hstday ofthe Alemative Payrwoll



Covered Perbd i Saturday, June 20 .Bonow ers who ekctto use the Alemative PayrolCoversd
Perbd mustappl the Alemative PaymIlCoverad Perbd wherverther i a reference h ths

applraton t© “the Covered Perbd orthe Alematie PaymoICoveraed Perbd ”

Butbonow ers ekctihg to use the Alemative PaymoIlCoverad Perbd w illfind that i som e cases the regubr
Coverad Perbd begihnig on the day the finds are deposied ih theiraccountm ustbe used nstead. The

Tistmctons note

How ever, Bonow ers m ustapply the Covered Perbd fiotthe Alematie PayrollCovered Perbd)wherever

there & a rference 1 this applicatbon o “the Coversd Perbd” only.

Genenrlly, only paymwlrhted em s w illbe albw ed t© use the Alemative PayroIllCoverrsd Perbd,whie
paym ents on otherexpenses w fllconthue t eferto the 56 -day perbd begihnig on the date the ban

finds are deposied hto the bonow er’s account.

The hstuctions do requie those bonow ers that,abng w th any affitates, borrow ed m ore than $2 m illbn,
to check a box hdiathg thaton the Fom .

The specific hstmctons forthe fist buries read:

Lie l:Entertotalelgbk paymwlcosts hcuned orpail durihg the Coverad Perbd orthe Alemative
PaymwIlCoversed Perbd.

Lie 2 :Enterthe am ountofbushess m otgage hterestpaym ents durhg the Covered Perbd forany
busihess m ortgage oblgaton on ralorpersonalpmoperty hcuned before Febmary 15,2020 .Do not
hclide prepaym ents.

Lie 3:Enterthe am ountofbushess rentorkase paym ents orrealorpersonalproperty durihg the

Covered Perbd, pursuantto kase agreem ents h force before Febmary 15,2020.

Lie 4 :Enterthe am ountofbushess utilty paym ents durhg the Coversd Perbd, orbushess utilides

forwhih sewie began before Febmary 15,2020.

NOTE:Forles 2-4,you are notrequird to rportpaym ents thatyou do notwantto hclide i the

forgiveness am ount.

PayrIlCosts Paid and hcurred In the Covered Peribd OrA lemative PayrollCovered
Perbd)

The hstmctons contah hfom aton on costs elgbk oromgieness. The fistcosts detaiked are payoll
costs.The hstmctons provile the ©lbw hg detailon elgblk paymIlcosts:

Elgdbl payrollcosts.Bonowers are genermly elgbk oromgiveness orthe paymIlcosts paid and
paymIlcosts hcuned durhg the eghtweek 66-day)Coverrd Perbd OrAlematie PaymoIllCoverad
Perbd) (paymwIlcosts”).

A subtk wordihg sue her hasmaprin plicatons. W hie CARES Act§1106 b) efers to paymwIlcosts
elgbk to be counted tow ards forgiveness as “costs hcuned and paym ents m ade” durhg the coversd
perbd, the nstructbons repeatthe word ‘paymwIlcosts” oreach chuse,m akhg tckarthatthese ar
sepamte ways a paymollcostm ay becom e partofthe orgieness cakubton. The chuse i the Bw could
have been rad eiheras requirhg a costm eetboth tests orthatcosts m eeting eihertestwoul be

acceptabk. The SBA has chosen the htterreadihg— at kastgenemly.



As the nstmctbns w lcontiue to m ake ckay, a bonow ercan count forthe forgieness cakubton:

e Elgbk costs pail durhg the 56 -day perbd regardkess ofwhen they wer hcuned and

e Elgbk costs hcurned durng the 56 -day perbd so bng as they are paid by a standaxd paym entdate
defined foreach costtype.

Ta costi both hcuned 1 the perbd and paid durhg the perbd, ican onl be counted once tow ards

orgieness.

Burkd n the certification i alo a specillin fon the am ountofpaymIcosts thatcan count forowner-
em pbyees. Atthe end ofthe fistcertdficatbon & found the ©Ibw hg Bnguage regarding iem s hclided 1
the doIbram ountforwhich forgiveness ¥ requested, certifyng thatthe am ountrequested :

..doesnotexceed eghtweeks’worth 0£2019 com pensaton forany ownerem pbyee orself-

em pbyed nhd¥iualgenemlparner, capped at$15 385 perindviiual

Presum ably eghtweeks’worth 0£2019 com pensation woull be the ownerempbyee’sW 2 wages
mulpled by 8/52. Thiswoul serve to lin itthe abilty ofa corpomtbn to attem ptto cram i a bonus to get
an ownerem pbyee who had Ess than $100,000 11 2019 cash com pensatn up t© the $15 385 m axin um

am ountper hdwvidualforthe orgiveness cakuhton.

Sin ibrly, the lack ofany such Bnguage as trehtes to otherem pbyees suggests thata bonus B
acceptabk to be pail to otherem pbyees.

The hstmctons have the ©Iow hg definibns thatapply to paymIlcosts padl and t© paymIlcosts icuned.

Paymwllcosts are constlered paid on the day thatpaychecks are distrbuted orthe Bonower
orghates an ACH credittransactibn.PaymwIlcosts are considerrd hcuned on the day thatthe

empbyee’spay i eamed.

Concems had been mied regardig the use ofthe tem s “pail” and “hcuned” n referrhg to costs elgbke
o be used orthe Prgieness cakubtbon. h the hstuctns the SBA has deciled those are two
hdependenttests riogieness— and provie thatcosts hcuned before the end ofthe 56 day perbd w il

counttow ars orgieness fthey are pail on orbefore the nextreguhrpaymwIldate :

PaymwIlcosts hcuned butnotpail durihg the Bonow er’'s hstpay perbd ofthe Coverred Perbd br
Alemative PaymIlCoversd Perbd)ar elgblk oriomgieness fpail on orbefore the nextregubr
paywIldate.O thew ke, paymIlcosts m ustbe pail durhg the Covered Perbd OrAlemative Paymoll
Covered Perbd).Foreach hdwidualem pbyee, the totalam ountofcash com pensaton elgbk for

forgiveness m ay notexceed an annualsabry 0of$100,000,as promted forthe coverad perbd.

The hclisbn ofthis provisbn elin hates the need t scheduk a specihlpaymIlto be paid on day 56 ofthe
applcabk covered perbd. Rathey a portbn ofthe firstpayrolpail afferthe end ofthe 56 day perbd w il

stllcount tow axds debt brgieness.

How ever,bonow ers are notalbw ed to countpayrmwIlcosts tw ie— so costs thatare both padl and hcuned

I the 56 -day perbd only countonce tow ards forgiveness.

CountpayrIlcosts thatw e both paid and hcuned onl once .Fornfom atbn on whatqualfies as
paywllcosts, see hterin FhalRuk on Paycheck Pmotectibn Program posted on April2,2020 85 FR
20811).



O therEligblk Costs

The hstmuctons then go on t© provile hfom atbn on othercosts thatcan be used Promgieness. A

sin fbrsetof ‘pail” and “hcuned” definions appl to these costs:

NonpaymwIlcosts elgbk oromgieness consistof:

&) coverad m ortgage oblgatbns:paym ents of hterest ot hclidihg any prepaym entor
paym entofprincipal) on any bushess m ontgage oblgaton on realorpersonalproperty

hcuned before Febmary 15,2020 (bushessmorgage hterestpaym ents”);

b) coversd rentoblgatons:bushess rentorkase paym ents pursuantto kase agreem ents for
realorpersonalpmopenty h Hree before Febmary 15,2020 (bushess rentorkase

paym ents”);and

€) coverad utlty paym ents:bushess paym ents fora sewie forthe dstrbuton ofekctricty,
gas,watey, tansporatbn, tekphone, or ntemetaccess orwhih sewie began before

Febmary 15,2020 (busihess utlty paym ents”).

An elgbk nonpaymwIlcostm ustbe pail durihg the Coversd Perbd or hcuned durng the Covered
Perbd and pail on orbefore the nextregubrbiling date,even fthe billhg date i afterthe Coverad
Perbd .Elgbk nonpaymwlcosts cannotexceed 25% ofthe otalorgiveness am ount.Count

nonpaywIlcosts thatw ere both pail and hcuned onk once.

The hstmuctons In tthe use ofthe 75% paymIcosttestthe SBA proposed t appl sokl to the m axin um
forgieness am ounts. Som e Enders had hdiated thatther wasgohg t be a 75% clifmke— 75% ofthe
ban pmoceeds had to be used HrpaymIcosts orthere woul be no porton ofthe ban forgien. The SBA

hstuctons ndtrate the agency has notdecied to inpkementsuch a mke.

Note thatuse ofthe Alematie PayroIllCovered Perbd ¥ notpem ited forthese expenses. Thus, there
w illbe two differentperids to m easure forany bonow erwho has ekected the A femative PayroICoverad

Perbd forpaymIl

Examplk

CiclkesM anufacturing applied forand receied a PayrollProtection Program lan. The ban proceeds
w ere deposied nto the com pany'’s bank accounton Thursday,M ay 14,2020 . C ickes firstpay period
folbw ing the Joan distrbution date begis on the folow Ing M onday,M ay 18,2020 .

FCrlesM anufacturing ekects to use the Alemative PayrollCovered Period :

e The Atemative PayrollCovered Period w illrun from M onday,M ay 18,2020 untilSunday July 12,
2020. This tin e period w illbe used to m easure payrollcosts hcured and pai for ban

forgiveness.

e The Covered Perbd forallotherexpenses w lmun from Thursday,M ay 14 untilW ednesday, July 8,

2020 . Thus, the otherexpenses m ustbe curred and pai during thattin e perod.

The ‘pail” and “hcuned” ssue rnon-paymwlcosts i alko resoled h amannersin fbrto the resoliton

ofthe paymwIlcosts sue.

EXAM PLE



Cixcls isbilled by Am erican U tility forelectricity on a calendarm onth basis. C cks pays forutilites
prom ptly on the firstday ofa m onth forelctriciy used 1 the priorm onth. The electricalutiliy costs

thatcountas a costthatcould support forgiveness relhted to non-payrollexpenses are:

e The entire am ounts paid on June land July 1 forelectricity used In M ay and June. Both are paid
during the Covered Perbod. Perthe hstructions, fdoes notappearthatC irclkesw illneed to
prorate the M ay electric billto exclude electricty used before M ay 14, sihce the entire M ay utdliy
charge was pai i the Covered Period.

e The portion of the hvoice forJuly paid on Augustlthatrehtes to ekctricity used from July 1,
2020 to July 8,2020. W hik this hvoice was notpaid during the Covered Perbod, the portion of
elkctriciy costs coverng July 1 to July 8 were hcurred during the Covered Perbd and pai on the
nextregulrbillng date.

The ‘billhg date” requiem ent 8 notcom pktely ckarbutiseem s lkely the agency m eans the due date
forpaym entofthe billthatcontais the “hcuned” perbd. Note thattw fllbe in portantto hsure thatthese
“end ofperbd” bilk are pail tin ely— perthe hstmctons, ffthe billis notpail on tin e these costs would

notcounttow ards forgiveness.

O ther tem s on the Application

Lies 5-7 com putes any reducton 1 the ban due t a rrductbn 1 fulltn e equivakents FTEs)or

sabryiv age reductons, w th supporthg cakuhtons on PPP Scheduk A . Lines 8-10 com pute the potential

forgieness am ounts w ih the actualforgieness am ountbeig the sm alestofnes 8-10,which & entered
on Ine 11.

The bonow er’s authorized representative hihlk the rpresentatbons on the second page ofthe applcaton

and sgns atthe bottom ofthatpage.

PPP Scheduk A

The package nextcontans PPP Scheduk A which com putes the FTE and orpaymwLlmate reductons 1 the

am ountofthe ban thatm ay be orgien.

PPP Scheduk A rads as olows:

s Paycheck Protection Program OMBE Control Number 3245-0407
si% Loan Forgiveness Application Expiration Date: 10/31/2020
R
PPP Schedule A

PPP Schedule A Worksheet, Table 1 Totals

Line 1. Enter Cash Compensation (Box 1) from PPP Schedule A Worksheet, Table 1:
Line 2. Enter Average FTE (Box 2) from PPP Schedule A Worksheet, Table 1

Line 3. Enter Salary/Hourly Wage Reduction (Box 3) from PPP Schedule A Worksheet, Table 1:
I the average annual salary or hourly wage for each emplovee listed on the FFP
Schedule A Worksheet, Table 1 during the Covered Period or the Alternative Payroll
Covered Period was at least 75% of such emplovee’s average annual salary or hourly
wage between January 1, 2020 and March 31, 2020, check here O and enter 0 on line
3.

PPP Schedule A Worksheet, Table 2 Totals
Line4. Enter Cash Compensation (Box 4) from PPP Schedule A Worksheet, Table 2:

Line 5. Enter Average FTE (Box 5) from PPP Schedule A Worksheet, Table 2:

Non-Cash Compensation Pavroll Costs During the Covered Period or the Alternative Pavroll Covered Period

Line 6. Total amount paid by Borrower for employer contributions for employ ee health insurance:



Line 7. Total amount paid by Borrower for employer contributions to employ ee retirement plans:

Line 8. Total amount paid by Borrower for employer state and local taxes assessed on emplovee
compensation:

Compensation to Owners

Line 9. Total amount paid to owner-emploveesGelf-employed individual/general partners:
This amount may not be included in PPP Schedule A Worksheet, Table 1 or 2. If there is
more than one individual included, attach a separate table that lists the names of and

payments to each.
Total Pavroll Costs

Line 10. Payroll Costs (add lines 1,4, &, 7, 8, and 9):

Full-Time Fq 1y eduction Calculation
Iy ou have not reduced the number of employ ees or the average paid hours of your employees between
January 1, 2020 and the end of the Covered Period, check here O, skip lines 11 and 12 and enter 1.0 on line 13,

Line 11. Average FTE during the Borrower's chosen reference period:
Line 12. Total Average FTE (add lines 2 and 5):

Line 13. FTE Reduction Quotient (divide line 12 by line 11) or enter 1.0 if FTE Safe Harbor is met:

SBA Form 3508 (05/20)
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PPP Loan Foigimess Applicaton :PPP Scheduk A

Lies 13 report hfom atbn rhted to em pbyees otherthan ownerem pbyees, selfem pbyed ndviluak
orparmners who had annualzed com pensation ofess than $100,000 forevery pay perbd 1 2019 orwere
notempbyed 11 2019. Thi nfom atbn w illcom e fiom PPP Scheduk A W orksheetTabk 1.

A reductbn 1 pay am ountrepored on ne 3 i canred to Ine 5 ofthe ban orgieness application fom .

Lihes 4 and 5 Isthfom atbn fiom PPP Scheduk A W otksheetTabk 2 rhted to em pbyeeswho ar not
ownerempbyees, selfem pbyed orparmers,and who receied annualzed com pensation fiom the
bonow erduring 2019 ofover$100,000 orany pay perbd 11 2019. These empbyees,whik partofthe
FTE cakukbtbn, ar noticlided 1 the cakukbton ofany orgieness reduction based on a reducton

pay.
Lie 9 hchides hfom atn on am ounts pail to owners. The hstmctons provile:

Enterany am ounts pail to owners pwnerempbyees,a selfempbyed hd¥iual orgeneml
parmers).Thi am ount  capped at$15 385 the eghtweek equivakntof$100,000 peryear or
each hd¥idualorthe eghtweek equivakntoftherapplcabk com pensation 1 2019, whiheveris
bwer.See hiterin FhalRuk on AddibnalElgbilty Criera and Requirm ents orCertan Pdges of
Loans posted on Aprill4,2020 formor hfomatbn 85 FR 21747,21749).

The exclisin ofthese am ounts fiom Tabk lorTabk 2 m eans they w ilnotenternto the cakukbton ofthe
FTE orreducton 1 pay cakubtons forthe bonower. Note,as well, the applcaton does notcontai a
definion ofwho exactly qualifies as an “ownerem pbyee” orthi form . Thus,we have no nfom ation on
whethera sm allm horty hterestheld by an em pbyee woull resuki thatem pbyee behg treated as an

ownerempbyee Porthese pumposes orany othertin e the term & used i the docum ent.

There & alko no m entbn ofwhetherany sortofrehted party attrbutbon mk w lappl~— that i, does the

m horchid ofthe 100% ownerofthe busihess countas an ownerem pbyee ornot? And whataboutthe



spouse ofthe owner? h a comm uniy propenty state presum abl both spouses w illbe ownerem pbyees if

the bushess asset s comm uniy propeny.

Lies 6-8 add 1 the non-cash iem s paid by the bonow erforem pbyees:

Line 6 :Enterthe totalam ountpai by the Bonow erforem pbyercontrbutbons forem pbyee healh
sumnce, hclidihg em pbyercontrbutibns t© a self-hsured, em pbyersponsored group heath phn,

butexclidig any pre+ax oraffertax contrbutions by em pbyees.

Line 7:Enterthe totalam ountpail by the Bonow erforem pbyercontrbutons to em pbyee

retrem entphns, exclidig any pre+ax oraffertax contrbutions by em pbyees.

Line 8 :Enterthe totalam ountpai by the Bonow erforem pbyerstate and bcaltaxes assessed on
em pbyee com pensatbn € g. state unem pbym ent hsurance tax);do notlistany taxes w thheH fiom

empbyee eamigs.

Note thateach tem only hclides am ounts pail to em pbyee progmam s. Nothig on the applcaton says
these am ounts w fllnot hclide paym ents orownerem pbyees, though pror FR guidance forself-
em pbyed hd¥iualk hdiated thatthese costs woul notcountorthe selffempbyed.

Siice seffempbyed nhd¥vidualk and parners ofa parmershp are notem pbyees, the wordig would seem
o exclide benefis albcabk to eihercategory fiom beig considered a payrIllcost. And,alematively,
shce a sharrhoderofa corwomton w illbe treated as the em pbyee ofthe corpomtion orcom pensaton

forany serwices perform ed, the benefis forthe ownerem pbyee woull appearto counti this cakuhton.

Examplk

Alice owns 100% ofthe stock ofUnderdog PetCare, hc. Th addion to counting the cash

com pensation paid to Alice as a payrollcost, the corporation can also countthe am ounts paid during

the appropriate covered period forhealh care plan em pbyercontrbutions, retirem entplan em pbyer
contrbutions and state payrolltaxes on Alice’s com pensation during the period. Alice is an em pbyee
ofUnderdog PetCare, Ic.

How ever, fUnderdog PetCare was operated as a sok proprietorship w ih A lice being the proprietor,
those additbnalpayrollcosts could notbe considered 1 the forgiveness calulation to the extend they
relted to Alice. Alice isnotan em pbyee ofUnderdog PetCare.

Lie 10 totak the paymwIcosts Iisted on PPP Scheduk A ,w ih the am ountcanied to Ine 1ofthe PPP Loan

Forgieness Cakukbton Fom .

Lies 11-13 cakuhbte the FTE reducton quotient. The detais ofthatreductbn are discussed htern this
artcke.

Salry and FTE Reduction Cakultion Tabks PPP Schedulk A W orksheetTabks 1land
2)

Tabk 1Ists em pbyeeswho mustbe consilered forthe sahry reducton mks thatcan reduce ban
forgveness. Empbyees to be Isted 1 this abk are allem pbyees except:

e Ownerempbyees, selfem pbyed hd¥iualk and parmers;

e Otherem pbyees who had annualzed sabres orany pay perbd 112019 ofover$100,000 and



e Otherempbyeeswho dil notwork orthe taxpayerin 2019.

The t8bk & reprmoduced bebw :

Table 1: List emplovees who:
«  Were employed by the Borrower at any point during the Covered Period or the Altemative Payroll Covered Period whose
principal place of residence is in the United States; and
»  Received compensation from the Borrower at an annualized rate of less than or equal to $100,000 for all pay periods in
2019 or were not employed by the Borrower at any point in 2019,

Employee Salary / Hourly Wage
Employee's Name Cash Comy i Awerage FTE
FIEReduction Exceptions:
Totals: Box 1 Box 2 Box 3

Tabk 1

The hstuctons provile the ©low g detais forthe hstthree colimns 1 the wbk. The fistone t© be

descrbed i cash com pensaton:

Cash Com pensation :Enterthe sum ofgross sakhiy, gross wages,gross ths,gross comm Bsbns,
paid kave facatbn, fam iy, m editalorsik kave,nothclidig kave coverad by the Fam iles First
Comnavius Response Act), and albw ances fordism ssalorsepamtion paidl orihcuned durihg the
Covered Perbd orthe Alematie PaymICovered Perbd.Foreach hdwvidualem pbyee, the toal
am ountofcash com pensatbon elgbk oromgienessm ay notexceed an annualsahry of$100,000,
aspmomted brthe Coverd Perbd; therrfore,do notenterm o than $15 385 1 Tabk lorTabk 2

forany hdwvidualem pbyee.

The nexttem defined is average FTE. Note thatthe am ount i com puted sepamtel oreach em pbyee, 40

hours s used as the fulltin e base, and no shigk em pbyee can be m ore than one fulltin e equivalent:

Average FTE:ThE cakubtes the average fulltin e equiakncy FTE)durng the Coverrd Perbd or
the Alematie PaymICoveraed Perbd.Foreach em pbyee, enterthe average num berofhours paidl
perweek,d¥ile by 40,and ound the talw the nearesttenth.The maxinum foreach empbyee &

capped atl10.

TFa taxpayerdoes nothave detaiked recors to cakuhte actualhours, orsin ply decides notto use the
detaied cakubhtbn, the hstmicton provile a sin plified m ethod ordetemm hig FTEs. Note thatfan

em pbyers parttin e em pbyees prin arily wotk 20 40 hours, the alemative m ethod lkely w fllproduce a
bwerFTE num ber. Eseem s lkely the SBA w fllrequie the em pbyerto use the sin plified m ethod forall
calubtbns fii ekcted— the em pbyercannotuse the sin plified m ethod to com pute the FTEs forthe

reference perbd,butactualhours forthe approprate coversd perbd.

A sin plified m ethod thatasspns a 10 forem pbyees who work 40 hours orm ore perweek and 0 5

forem pbyees who work few erhours m ay be used atthe electon ofthe Bonower.

The hstructons go on t descrbe the com pkxites ofdealng w ih the FTE cakuhtibn and mestomton of
FTE brefly.

Thi cakukton w illbe used to detem he whetherthe Bonow er’s ban forgiveness am ountm ustbe

reduced due © a stutory requirem entconcemig reductons h full-tin e equiakntem pbyees.



Bomowers are elgbk Prban orgieness orceran expendiures during the Coversd Perbd orthe
Alemative PayrollCovered Perbd.How ever, the actualban forgiveness am ountthatthe Bonower
w illreceive may be Ess,dependig on whetherthe Bonow er's average w eekly num berof FTE

em pbyees durhg the Coverrad Perbd orthe Alemative PayroIlCoversd Perbd was Ess than durhg
the Bonow er’s chosen mference perbd gee hstructbns to PPP Scheduk A, Lie 11).The Bonowers
exem ptfiom such a reductbn fthe FTE Reducton Safe Hatborapples.See the FTE Reductbn Safe
Harboristuctons bebw .

The fnalcolimn definibn & orthe sahry reducton colimn:

Salary/Hourly W age Reduction : Thi cakuhton w illbe used to detem he whetherthe Bonowers
ban forgieness am ountm ustbe reduced due t© a smtutory requirm entconcemig reductons h
em pbyee sahry and wages.Bonowers are elgbk forban Prgieness forcertaih expendinures
durhg the Covered Perbd orthe Alemative PaymoICovered Perbd .How ever, the actualam ountof
ban forgieness the Bonow erw illreceie m ay be kss, dependig on whetherthe salbry orhourly
wages ofcertain em pbyees durihg the Coverad Perbd orthe Alematie PaymICoveraed Perbd
was kess than durihg the perbd fiom January 1,2020 to March 31,2020 . Ethe Bonow erestored
salhry/hourly wage kvel, the Bonowerm ay be elgbk forelin haton ofthe SakhryHourly W age
Reduction am ount.Bonow ers m ustcom pkte this wotksheetto detem e whetherto reduce the

am ountof ban rg¥eness orwhth they are elgbk.Compkte the SakhryHourW age Reducton
colimn only orem pbyees whose sabris orhourly wages werme reduced by m o than 25% durhg
the Covered Perbd orthe Alematie PaymoIlCoversd Perbd as com pared to the perbd ofJanuary
1,2020 thmughMarh 31,2020.

Tabk 2 contains hfom aton orem pbyees thatare noti Tabk land are notownerem pbyees, self-

em pbyed orparmers. Essentially, those em pbyees thathad atkastone pay perbd th 2019 w ih an
annualzed sahry ofm ore than $100,000 ar Iisted 1 this Bbk. These em pbyees factor nto the FTE
cakultbn butnotthe sahry reductbn caluhton— thus you find no sahry v age reductbn colmn i thi
wbke.

The t8bk & reprmoduced bebw :

Table 2: List employees who:
+  Were employed by the Borrower at any point during the Covered Period or the Alternative Payroll Covered Period whose
principal place of residence is in the United States; and
* Received compensation from the Borrower at an annualized rate of more than $100,000 for any pay period in 2019,

Employee
Employee's Name Identifier | Cash Compensation| Average FTE

:
%
%

Tabk 2

SalhryM age Reduction Calultion forTabk 1
The nistructbns requie the bonowerto perform the ©Ibw hg steps to detem he fthere & a sakryfvage
reductbn adjistm entsepamtel oreach em pbyee Iisted 11 TabE 1. The cakuhtobn uses sabry for

sabried em pbyees and hourly w age forhourly em pbyees:

Step 1.Detem he fpaywas reduced mor than 25% .



a.Enteravemge annualsabry orhourly wage durihg Covered Perbd orAemative Payrol

Covered Perbd:

b.Enteravemge annualsahry orhourly wage between January 1,2020 and Marxch 31,2020 :

c.D¥de the valie entered h 1a.by 1b.:

Elc.8075 ormomw,enterzemw 1 the colimn above box 3 forthatem pbyee ;othemw ke

proceed to Step 2.

Step 2 .Detem he ifthe SabryHourly W age Reducton Safe Hatborsm et.

a.Enterthe annualsabry orhourly wage as of Febmary 15,2020 :

b .Enterthe average annualsahry orhourly wage betw een Febmary 15,2020 and April26,
2020:

E2 b.kequalto orgraterthan 2 a., sk to Step 3.0 themw ke ,proceed to 2 c.

c.Enterthe avermge annualsakyy orhourly wage as ofJune 30,2020

T2 c.8equalt orgraterthan 2 a ., the SakhryHourly W age Reducton Safe Harborhas been

met- enterzemw i the colimn above box 3 orthatem pbyee .0 themw e proceed t© Step 3.

Step 3.Detem he the Sakry/Hourly W age Reducton.

a.Mulpl the am ountentered i 1b.by 075 :

b.Subtractthe am ountentered h 1a.fiom 3 a.:

The nstuctbns provie the ©Ibw fig cakuhton ofthe sakhryAv age reducton am ount foran hourly

worker:

Ethe em pbyee i an hourly woiker, com pute the totmaldolhram ountofthe rducton thatexceeds
25% as folbws:

c.Enterthe avermge num berofhours w orked perw eek betw een January 1,2020 and M axch 31,

2020:
d.Mulply the am ountentered 11 3 b.by the am ountentered 11 3 c. Mulpl this
amountby 8: Enterthis valie h the colimn above box 3 forthatempbyee.

Tthe em pbyee 11 queston & sakrid, the ©Ibw g com putaton ofthe sahryAv age reducton am ount 5

used:

Ethe empbyee i a salhried worker, com pute the totaldoIaram ountofthe reducton thatexceeds
25% asPolbws:

e.Mulply the amountentered 1 3b.by 8: .D¥ie thisamountby 52 :
.Enterthi valie 1 the colimn above box 3 forthatem pbyee.



Note thatthe SBA tbks do nothclide any em pbyee 1 Tabk 1lthatdid notwork orthe em pbyee durng
the 56 day perbd. Thi is an em pbyerfriendl view ofhow the sakhry reducton mkeswork. M any

comm entators feared that ifan em pbyee had been em pbyed 1 the prorquarter, thata salhryAvage
reducton penaly woull appl forthatempbyee.

Ao, the SBA di nothiterpretthe mike to m ean thatthe em pbyee had to eceive 75% ofthe prbrquarers
sabry orwages 1 the 8 -week perbd, a rradig thata num berofparties beleved m htbe how this
provibn should be htempreted. This alo & a very bonow erfrendly hterpretaton ofthe mkes. Eksonk a
reductbn 1 annualzed sabry orwage mtes thatw fllcause an ssue kadhg to a bss ofa certahn am ountof

forgiven debt.

Ao, the application apples this mE before the FTE reducton takes phce. This oxdering produces a
sm alerreductbon h the am ountofforgieness than woull oxdering the two mductons the otherw ay— the

FTE reductbn effectively serves to reduce the sahry v age reductbn proportonately.

FTE Reduction Rulkes

The genem1FTE reductbn mks are found on Ines 1113 of PPP Scheduk A .

Lie 11 boks forthe average il-tn e equivakents forthe taxpayers “reference perbd” The hstmctons

provie thatthe reference perbd fora bonow eris, atthe bonow er's ekecton, eiher:

e Febmary 15,2019 to June 30,2019;
e January 1,2020 to Febmary 29,2020 ;0r

e T the case ofseasonalem pbyers, eiherofthe precedig perbds ora consecutive twelve-week

perbd betweenMay 1,2019 and Septemberl5,2019.

As should be obvbus, the borrow erwoull w h t© selectthe perbd avaibbk to the bonow erthatresuls
the bwestFTE cakuhton.

The hstructons provile the ©Ibw g nifom aton orcakubtihg the FTE num bers orthe reference perod:

Foreach empbyee, ©Iow the sam e m ethod thatwasused to cakubte Avermge FTE on the PPP
Scheduk A W otksheet.Sum acmwss allem pbyees durig the ference perbd and enterthattotalon
this ne.

Thi average that i com puted orlne 11 i then diviled by the totalofthe FTE fiom Tabks land 2 ofthe
PPP Scheduk A W orksheets. Fthatnum beri kss than 10, the am ountof ban forgieness woul be
reduced by m ultp¥hg the matb by the orgieness am ountcom puted afferany reduction based on

reducton of sabhry v ages.

How ever, there are a parofsafe hatbors thatcan reduce orelin hate the in pactofthis cakubton.
FTE Reduction Exception Em pbyee Refused to Retum to W ork)

The firstexcepton em oves an em pbyee fiom the FTE cakubton fhe ghe refused a qualified offerof
em pbym entforthe sam e hours atthe sam e rate and no rephcem entem pbyee was hied. The

hstuctons provile :

hdiate the FTE of (1) any positons forwhich the Bonow erm ade a good-aih,w riten offerto =hie

an em pbyee durhg the Covered Perbd orthe Alemative PayroIlCovered Perbd whith was



rePcted by the empbyee ;and @)any em pbyees who durihg the Covered Perbd orthe Alematie
PaymwIlCoversd Perbd @)wer fied forcause, b) volintarly resigned, or ¢) volintarly requested
and receied a reductbn oftherhours. h allofthese cases, hclide these FTEs on this Ine only if
the posion was notfiled by a new em pbyee .Any FTE r=ductons i these cases do notreduce the

Bonow er's ban orgieness.

FTE Reduction Safe Harbor

The second exceptbn m ay albw a bonow erto escape penaly foran FTE rductbn ifthe em pbyerhad
reduced is FTEs forthe perbd fiom Febmary 15,2020 to April26,2020 as com pared to FTEs on Febmary
15,2020 and then bterrestores the FTE Evelback to the Febmary 15 kvelby June 30,2020.

Note thatforany bonow erreceig PPP ban findihg on orafterthe date the applicaton was ssued, the
June 30 date 3 gohg t© be before the date thatthe applirabk coverrsd perbd ends. The applcaton was
relkased Ekss than 8 weeks before June 30,2020.

The hstmuctons provile:

A safe hatborunderapplcabk hw and reguhtbn exem pts certath bonow ers fiom the ban
forgeness reductbn based on FTE em pbyee Evelk.Specifically, the Bonow eri exem ptfiom the
reductbn 11 ban orgiveness based on FTE em pbyees descrbed above ifboth ofthe ©olow g
condibns are m et: () the Bonow erreduced is FTE em pbyee Evek 1 the perbd begihnihg
Febmary 15,2020,and endig April26,2020 ;and @) the Bonow erthen mestored is FTE em pbyee
Ekvel bynothterthan June 30,2020 to is FTE em pbyee Evek h the Bonow er's pay perbd that
Ticlided Febmiary 15,2020.

Ethi i case, the structbns provile the olbow g steps to detem he ifthe safe harborapples:

Step 1.Enterthe bonow er’s totalavermge FTE betw een Febmary 15,2020 and April26,2020.
Folbw the sam e method thatwasused to cakuhte Average FTE 11 the PPP Scheduk A W orksheet

Tabks.Sum acrwss allempbyees and enter:

Step 2 .Enterthe bonow er's totalFTE 1 the Bonow er’s pay perbd hclisive of Febmary 15,2020.

Folbw the sam e m ethod thatwasused 1 step 1:

Step 3 .Ethe entry orstep 2 s graterthan step 1, proceed t© step 4 .0 thew Be, the FTE Reductibn
Safe Habor ks notapplcabk and the Bonowerm ustcom pkte Ine 13 of PPP Scheduk A by dvidig
Ine 12 by Ine Ilofthatscheduk.

Step 4 .Enterthe bonow er's to@ 1FTE as ofJune 30,2020 :

Step 5. Ethe entry orstep 4 & graterthan orequalto step 2,enterld on Ihe 13 of PPP Scheduk
A ;the FTE Reductobn Safe Hatorhas been satisfied .0 themw e, the FTE Reducton Safe Harbor
does notapply and the Bonow erm ustcom pkete Ine 13 of PPP Scheduk A by d¥vilig lhe 12 by Ine
Tlofthatscheduk.

The bonow erm ustnote thatwhike the reduction cakukbton i based on the 8 week perbd as com pared
the reference perbd, the testto detem he ifan exception apples due to mstorihg empbyees to a FTE
Eveluses different tin e perbds thatdo notconespond t any ofthe perbds used 1 the reducton
calubtbn.



Aswel, ths ¥ an “allornothihg” mk— fthe em pbyerfals shortof fuly restoring the FTE num berto the
Febmary 15 kvel even by 0 1FTE, then the entire reducton stays t phce.Sin ibrly, fthe em pbyer
reduced em pbyees com pared to the rference perbd butnotcom pared to Febmary 15,2020 uch as if
there was a saffreduction n early Febwazry), then no relefis possbk underths mk.

Docum entation to Be Provided forForgieness

The hstructons to the applraton orogieness proviles the ©Ibw hg docum entation shoud be
subm ited.

ForpaymwIlthe hstmctons requestthe folow g docum entaton:

Docum entatbn verifyig the elgbE cash com pensatbn and non-cash benefirpaym ents fiom the
Covered Perbd orthe Alematie PayroIlCoverrd Perbd conskting ofeach ofthe folbw g:

a.Bank accountstatem ents orthid party paymlserwice provilerepons docum entihg the

am ountofcash com pensatin pail to em pbyees.

b.Tax form s brequiakntthid-pany paymwllserwie providerrepons) orthe perbds that
overhp w ih the Coverrd Perbd orthe Alrmative PayroIlCoverred Perbd :

1Paymltax filhgs repored, orthatw illbe wepored, to the RS ypiall, Fom 941);and

i Smte quarterly bushess and ndivilualem pbyee wage mportihg and unem pbym ent
hsumnce tax filngs reported, orthatw fllbe repored, o the mEvantstate.

c.Paym entrecepts, cancellked checks, oraccountstatem ents docum enting the am ountofany
em pbyercontrbutbns to em pbyee healh hsumnce and retrem entphns thatthe Bonower

hclided h the Prgeness am ount PPP Scheduk A, nes 6)and (7)).

The foIbw hg docum entatbn i t© be subm tted regardng the FTE cakuhtons:

Docum entatbn show g atthe ekctin ofthe Bonowen):

a.the average num berofFTE em pbyees on paymIperm onth em pbyed by the Bonower
between Febmary 15,2019 and June 30,2019;

b .the avermge numberofFTE em pbyees on paymIlperm onth em pbyed by the Bonower
between January 1,2020 and Febmary 29,2020 ;or

c.1 the case ofa seasonalem pbyer, the average num berofFTE em pbyees on paymoIlper

m onth em pbyed by the Bonow erbetw een Febmary 15,2019 and June 30,2019 ;between
January 1,2020 and Febmary 29,2020 ;orany consecutive twele-week perbd between M ay
1,2019 and Septemberls,2019.

The selkcted tin e perbd m ustbe the sam e tin e perbd sekcted orpurmposes ofcom pkting PPP
Scheduk A, Ine 11.Docum ents m ay iclide paymwIltax filhgs repored, orthatw fllbe reported, to the
RS (ypiall, Fom 941 and state quarerl bushess and hdivilualem pbyee wage reportig and
unem pbym ent hsumance tax filhgs reported, orthatw illbe eported, to the rrkvantstate.

Docum ents subm ited m ay coverperbds bngerthan the specific tin e perd.



Fihaly, the oIbw g docum entaton m ustbe proviled rhted to non-payrIlcosts used 1 the cakubton

ofthe am ountofthe ban forgiven:

Docum entaton verifyig existence ofthe oblgatons/serwies prorto Febmary 15,2020 and elgbk
paym ents fiom the Coverad Perbd.

a.Bushessmongage nhterestpaym ents:Copy of Enderam ortizaton scheduk and recepts or
canceled checks verifyihg elgbk paym ents fiom the Coversd Perbd;or Enderaccount
statem ents fiom Febmary 2020 and the m onths ofthe Coversd Perbd through one m onth
afterthe end ofthe Covered Perbd verfyhg hterestam ounts and elgbE paym ents.

b .Bushess entorkase paym ents: Copy of cunent kase agreem entand wecepts orcanceled
checks verifynhg elgbk paym ents fiom the Coversed Perbd;or Essoraccountstatem ents fiom
Febmary 2020 and fiom the Coversed Perbd through one m onth afferthe end ofthe Coversd
Perbd verfyhg elgblk paym ents.

c.Bushess utlty paym ents:Copy of hvoies fiom Febmary 2020 and those paid durng the
Coverad Perbd and recepts, cancelked checks,oraccountstatem ents verifyhg those elgbk
paym ents.

The hstructons provide thatwhie the oIbw g iem s do notneed to be subm ited w th the applcaton or
forgiveness, the bonow erm ustm antai the olbow hg docum entation which the SBA m ay requestbe
produced:

PPP Scheduk A W orksheetoris equivalntand the folow ng:

a.Docum entaton supporting the listhg ofeach ndvidualem pbyee fn PPP Scheduk A
W otksheetTabk 1, hiclidig the “SakhryHourly W age Reducton” cakubton, fnecessary.

b .Docum entaton supportihg the listihg ofeach hd¥iualem pbyee 11 PPP Scheduk A
W otksheetTabk 2 ;specificaly, thateach Iisted em pbyee receied durihg any shgk pay

perbd 11 2019 com pensatibn atan annualzed mte ofm ore than $100,000.

c.Docum entatbn regarig any em pbyee b offers and refisalk, firhgs forcause, volintary
wespnatons, and w riten requests by any em pbyee forreductions i work scheduke.

d.Docum entaton supporting the PPP Scheduk A W orksheet "FTE Reductbn Safe Harbor!

Alrwcods rehthg o the Bonow er’'s PPP ban, hclidihg docum entation subm ited w ih is PPP ban
applicaton,docum entaton supporting the Bonow er's certifications as to the necessiy ofthe ban
requestand is elgbilty fora PPP ban,docum entation necessary to supportthe Bonow er’s ban
forgeness appliration, and docum entaton dem onstrathg the Bonow er'sm ateralcom plance w ih
PPP requiem ents.The Bonow erm ustetan allsuch docum entaton 1 is fies forsik years afferthe
date the ban & forgwven orrepail h i1, and pem itauthorized rprsentatives ofSBA , hclidhg
reprsentatives of its O fice of hispectorGenem], to access such fies upon equest.

One iem thatm ay be of hterest ks thatthe docum entaton ofan em pbyee’s refusalto acceptw ork I not
behg fumished to the bank oy, by extensn, the Sm allBusihess Adm histtatbn. Thus, tw flapparently be
up to state unem pbym entauthorites to nvestgate any siuatbon thatthey believe m ay existwhere an

hd¥idualrece¥hg unem pbym entcom pensaton refised an offerofwork.



O fcourse, shice the docum entaton exists, fthe agenckes were to vestiate thi isue, the em pbyer

coul Xkely be forced to produce that hfom aton.

Are W e Fihished?

Adviers shouHd be awar thati i very possbk the SBA w fllissue addibnalguilance on thi forgieness
calubtbn,pethaps va an SBA FAQ gilherasan addibn to the cunentSBA FAQ orperthaps a brand-new

forgiveness only one) orthrough the issuance of nterin fnalregubtons by the SBA forthe ara.

[i] "Paycheck Protectibn Program Loan Forgieness Applcatbon;” Sm allBushess Adm histaton,May 15,
2020, httpsy//contentsba govsiesbefault/fies2020-05/3245-
0407%20SBA% 20Fom $203508% 20PPP% 20Forgveness% 20Application pdf tetreved May 15,2020)
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