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Note: Last night, April 6, 2020, the federal government issued its latest guidance regarding the
Paycheck Protection Program (PPP) under the CARES Act. In that guidance, the government
clarified that federal employment taxes assessed on the employer (e.g., FICA) are not taken into
account in determining “payroll costs” under the PPP, and also clarified other matters. We are
currently working to update our RUN Powered by ADP® and ADP Workforce Now® payroll cost
reporting tools to reflect this new guidance.

We will continue to update these FAQs as quickly as possible to reflect the guidance issued last
night and the impact on the reporting tools. Please note that the description of what is included in
“payroll costs"” under the CARES Act in these FAQs is based on the latest guidance from the
government.

Q: What is a Payroll Cost report?

A: The maximum amount of a loan under the Paycheck Protection Program (PPP) is based on your average
total monthly payments for payroll costs (as defined under the CARES Act) incurred during the applicable
period (as determined in accordance with the PPP). The report generally provides the following:

1. Your monthly payroll costs for each month during the applicable period; and
2. Your total payroll costs for the applicable period.

This information is intended to provide you with payroll cost information to assist you in determining your
potential maximum loan amount.

(Note: Based on the CARES Act, payrolls costs for employees whose principal place of residence is not in
the United States should be excluded from your payrolls costs for purposes of determining your maximum
loan amount.)
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Q: How do | run a Payroll Cost report?

A: Running areport is simple. When you sign into RUN, please follow the pop-up screen, which will take you
directly to the report. You can also access the report by going to our Reports Tab. The CARES SBA PPP
Loan Report can be found in the Payroll Reports section. The payroll will automatically run for the calendar
year 2019. However, you can change the time period covered by the report by resetting the dates.

Q: How do | run a Payroll Cost report for Accountant Connect Users?

A: For Accountant Connect users, navigate to Reports & Tax Forms. Select the applicable client or clients,
the CARES ACT SBA-PPP Report, and the period for which you would like to run the report. Note, the
payroll will automatically run for the calendar year 2019. However, you can change the time period
covered by the report by resetting the dates.

Q: What if | have multiple client codes in RUN that operate under the same FEIN?

A: Eachreport will only show the results for the client code selected. The report is run based on the client
code selected and not based on FEIN. If you want monthly payroll cost information by FEIN, then you
should run a report for each client code within an FEIN and aggregate the information accordingly.

Q: What are 'payroll costs’ for purposes of the CARES Act?

A: The following are considered “payroll costs” under the CARES Act:
e Employee gross pay (called “SBA Gross Pay" on the payroll report)

e Allemployer state and local taxes paid on employee gross pay, such as state unemployment
insurance and employer-paid state disability insurance (in applicable states)

e Employer health care benefits, including insurance premiums

e Retirement benefits, including employer 401(k) contributions

Employee federal income taxes withheld by the employer are not deducted from “SBA Gross Pay."

The following are not considered “payroll costs" under the CARES Act:
e Employee gross pay that exceeds $100,000

e Payments to independent contractors

¢ Workers compensation premiums

e Federal unemployment tax

e Compensation of employees whose principal place of residence is outside of the U.S

e Qualified sick and family leave wages for which a credit is allowed under sections 7001 and
7003 of the Families First Coronavirus Response Act
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Q: Why are the payroll costs in the report different from my normal payroll information?

A: While the amount of a loan under the PPP is based on payroll costs, the CARES Act has very specific
requirements about what payroll costs are included for purposes of determining the loan amount. As a
result, there may be costs included in your normal payroll information that are not treated as payroll
costs for purposes of determining the loan amount. Please see the answer to the question “What ‘payroll
costs’ are included in the report?” regarding what costs are included and excluded.

Q: What is the period covered by the report that is used to determine payroll costs?

A: If you are not a seasonal employer (as reported to the IRS on Form 941 by you) and were in business from
February 15, 2019 to June 30, 2019, then you may run the report for the 2019 calendar year or the 1-
year period prior to the date of the loan, at your option (depending on what is required by your lender).
However, the default period covered by the report is the 2019 calendar year.

Q: What is the period that is used to determine payroll costs for Seasonal Employers?

A: For seasonal employers (as reported to the IRS on Form 941 by you), the period is 12 weeks beginning on
February 15 or March 1, 2019.

Q: What is the period that is used to determine payroll costs if | wasn't in business from February 15,
2019 to June 30, 2019?

A: If you were not in business at that time, then the report should be run for the period from January 1, 2020
to February 29, 2020.

Q: Why doesn't the report include any information for the current month?

A: If you are not a seasonal employer (as reported to the IRS on Form 941 by you) and were in business last
year, loans under the PPP may be based on average monthly payroll costs for a one-year period. (ADP
understands that some lenders are requesting information for calendar year 2019 and others are
requesting information for the one-year period prior to applying for a loan. You can run a report using
either period.) We have calculated monthly amounts only for months for which we have complete data,
which would not include the current month.
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Q: What if | wasn't a client of ADP during the entire applicable period?

A: The report will provide the following:

1. Your monthly payroll costs for each month in the applicable period for which we processed your
payroll. However, please note that if we started running payroll for you in a month that was not
the beginning of a quarter, then the monthly payroll costs for that month will be a lump sum
representing your costs for that month and any prior month in that quarter for which payroll was
run. For example, if we started running your payroll in September 2019 (i.e., CY Q3) and you or
another provider ran your payroll for July and August 2019 (also Q3), then the monthly payroll
costs for September 2019 in the report will represent a lump sum equal to the payroll costs for
July, August and September 2019 (i.e., all of Q3). Note, consequently, the monthly payroll costs
for July and August 2019 will appear as “0" on the report. In addition, if you or another provider
ran payroll for any or all of the quarters prior to ADP first running your payroll, then the monthly
payroll costs for each of the months in those quarters (in the example, these would be Q1 and Q2
of 2019) would be represented in the last month of each of those quarters as a lump sum equal to
the payroll costs for the months in that quarter and the other months would appear as “0." For
example, March would reflect the lump sum total for the entire first quarter, and January and
February would appear as “0."

2. Your total payroll costs for the entire applicable period, including that portion of the period for
which we did not process your payroll but in which you or another provider processed your payroll.

Q: How does the report treat the gross pay of employees whose gross pay exceeds $100,000?

A: Under the CARES Act, employee compensation in excess of an annual salary of $100,000 cannot be
included in your payroll costs. If you are not a seasonal employer (as reported to the IRS on Form 941 by
you) and were in business from February 15, 2019 to June 30, 2019, then in the month when an
employee's accrued gross pay reaches $100,000, the report excludes any gross pay above $100,000
through the remainder of the period. For example, if your report covers calendar year 2019 and an
employee reached $100,000 of gross pay in September 2019, then the report will stop including that
employee's gross pay in excess of $100,000 for the rest of the year and you will see a corresponding
drop in your payroll cost.
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Q: If I'm a seasonal employer (as reported to the IRS on Form 941 by you) with employees whose
gross pay exceeds $100,000, how does this impact me?

A: Compensation paid to an employee in excess of an annual salary of $100,000 cannot be included in
payroll costs. Accordingly, you will need to determine how you want to treat employee gross pay in any
month that exceeds $100,000 on an annualized basis since there is no specific governmental guidance
on this point. Your report should cover 12 weeks beginning on February 15 or March 1, 2019 (at your
option) and employee gross pay for those months is not adjusted; therefore, you should consider whether
to include that unadjusted amount or whether to adjust amounts that exceed $8,333 downward to
$8,333($8,333 x 12 months (annualized) = $100,000). For example, if you have an employee whose
average monthly gross pay in the report is $9,300 (which represents $111,600 on an annualized basis
(i.e., $9,300 x 12 months)), then for each month in the report for which that employee's gross pay
exceeds $8,333, you would reduce your monthly payroll cost for that month by the difference, which in
this example would be $967 (i.e., $9,300 minus $8,333). We encourage you to speak to your lending
institution about this.

Q: If l wasn't in business from February 15, 2019 to June 30, 2019 and | have employees whose gross
pay exceeds $100,000, how does this impact me?

A: Compensation paid to an employee in excess of an annual salary of $100,000 cannot be included in
payroll costs. Accordingly, you will need to determine how you want to treat employee gross pay in any
month that exceeds $100,000 on an annualized basis since there is no specific governmental guidance
on this point. Your report should cover January 1, 2020 to February 29, 2020 and employee gross pay for
those months is not adjusted; therefore, you should consider whether to include that unadjusted amount
or whether to adjust amounts that exceed $8,333 downward to $8,333 ($8,333 x 12 months
(annualized) = $100,000). For example, if you have an employee whose average monthly gross pay in the
report is $9,300 (which represents $111,600 on an annualized basis (i.e., $9,300 x 12 months)), then for
each month in the report for which that employee's gross pay exceeds $8,333, you would reduce your
monthly payroll cost for that month by the difference, which in this example would be $967 (i.e., $9,300
minus $8,333). We encourage you to speak to your lending institution about this.

Q: How do | determine my average total monthly payment for payroll costs?

A: If you were a client of ADP during the entire applicable period, then in order to calculate your average
total monthly payment for payroll costs, you should divide your total payroll costs for the applicable
period (see Total Payroll Cost in the report) by the number of months in that period. For example, if your
applicable period is 12 months, then you should divide your total payroll costs for the period by 12.
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If you were not a client of ADP during the entire applicable period, then in order to calculate your
average total monthly payment for payroll costs, you should divide your total payroll costs for the
applicable period (see Total Payroll Cost in the report) by the number of months in that period for which
you processed payroll. For example, if you started operating in May of 2019, and you chose calendar year
2019 as your applicable period and only processed payroll from May to December of 2019, then you
should divide your total payroll costs for the period by 8, the number of months from May to December,
inclusive.

Q: How does the system handle current State Unemployment Insurance (SUI) updates when payrolls
have already been processed?

A: The report reflects the payroll costs for each payroll processed during the relevant month at the rate that
was in place at the time the payroll was processed. If the SUI rate changed after a payroll was processed,
manual adjustments to the report will be needed.

Q: Why is there no total at the bottom of the employee column in the report?

A: The number of employees paid reflects the number of individual employees who were paid in a given
month and should not be totaled. You would select your total unique number of employees when
completing a loan application.
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