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Housekeeping

• The content of this webinar is based 
on the information that is currently 
available as of September 15, 2020

• To ask any questions please use the 
questions pane in the GoToWebinar 
dashboard on your screen. We will try 
to answer as many questions as 
possible at the end.

• This webinar is being recorded and 
will be uploaded on to 
www.wgcpas.com

http://www.wgcpas.com/


Recap on PPP Loan Basics & the 
Impact of PPP Flexibility Act

Safe Harbors

Applying for Forgiveness and 
Completing the Application Form

WG’s Electronic Tool

Maximizing Loan Forgiveness & 
WG Recommendations

Agenda



U.S. Faces Last Chance to Salvage Stimulus 
Deal as House Returns



Paycheck Protection Program Flexibility Act

• Signed into law on June 5, 2020

• Major changes to the terms of the original PPP

• Some borrowers were well into their 8-week covered period when 
this was passed



PPP Loan Forgiveness 

• Available for proceeds spent on qualifying costs paid or incurred 
during covered period or alternative payroll covered period

• Nonpayroll costs limited to 40% of forgiveness amount

• Must apply for forgiveness with lender within 10 months after the 
covered period ends

• Lender has 60 days to issue a decision

• SBA has 90 days to remit forgiveness amount to lender

The Basics



Loan Forgiveness

If the loan, or a portion of the loan, is not forgiven:

The interest rate shall be a 
1% fixed rate Loan is due in 2 or 5 years

Payments deferred until date 
the SBA informs the lender of 

the forgiveness amount
No prepayment penalties or 

fees



Covered Period
• 24-week period, but borrowers can elect           

8-weeks if received loan prior to June 5th

• Begins on date PPP loan proceeds     
received

Alternative Payroll Covered 
Period
• Applies to businesses with weekly or 

bi-weekly payrolls
• Borrower may elect to begin covered     

period for payroll costs on the first day of 
next pay period

• Not as relevant with extended 24-week 
period



Loan Forgiveness

• Payroll costs (must be at least 60%)

• Any payment of interest on any covered mortgage obligation 
(excludes principal payments and prepayments). Mortgage must 
have been incurred prior to February 15, 2020

• Any payment on any covered rent obligation (lease must have been 
in force prior to February 15, 2020)

• Any covered utility payment for which service began before
February 15, 2020

Qualifying Costs



Forgivable Payroll Costs

• “Paid or incurred” during the covered period

• If utilizing ‘incurred’ payroll costs - must be paid no later than the 
first regular payroll date after the period

• Payments to furloughed employees qualify

• Bonuses and hazard pay also qualify



The term ‘payroll costs’ means the sum of payments of any 
compensation with respect to employees that is a

• Salary, wage, commission, or similar compensation
• Payment of cash tip or equivalent
• Payment for vacation, parental, family, medical, or sick leave
• Allowance for dismissal or separation
• Payment required for the provisions of group health care 

benefits, including insurance premiums (includes vision and 
dental)

• Payment of any retirement benefit
• Payment of state or local tax assessed on the compensation of 

employees; and 

Payroll Costs Definition



Understanding Payroll Costs

‘Payroll costs’ shall not include:
• The compensation of an individual employee in excess of an annual 

salary of $100,000, as prorated for the covered period (Capped at 
$15,385 for 8-weeks or $46,154 for 24-weeks)

• Any compensation of an employee whose principal place of residence 
is outside of the United States

• Qualified sick leave wages for which a credit is allowed under section 
7001 of the Families First Coronavirus Response Act (Public Law 116–
127)

• Qualified family leave wages for which a credit is allowed under section 
7003 of the Families First Coronavirus Response Act (Public Law 116–
127)



Limitations on Owner Compensation Amounts

Amount of loan forgiveness requested for owner-employees and self-
employed individuals’ payroll compensation is capped as follows:

• If electing the 8-week covered period, cap is $15,385
 100,000/52 = 1,923.08 x 8 weeks = 15,385

• If using 24-week covered period, cap is $20,833
 100,000/12 = 8,333.33 x 2.5 months = 20,833

• This cap is per individual in total across all businesses



Limitations on Owner Compensation Amounts
2019 Limits
(24-week)

State/Loc
al Tax

Health 
Insurance

ER Retirement 
Contributions

C Corp
(5% or more 
ownership 
stake)

2.5/12 of 2019 
cash comp

Eligible, 
not part of 
cap

Eligible, not 
part of cap

Eligible, not part 
of comp, limited 
to 2.5/12 of 
2019 amount

S Corp
(5% or more 
ownership 
stake)

2.5/12 of 2019 
cash comp

Eligible, 
not part of 
cap

Not eligible, 
including 
family 
member 
EEs

Eligible, not part 
of comp, limited 
to 2.5/12 of 
2019 amount

Sole 
Proprietor/
Self-Employed 
Sch C

2.5/12 of 2019 net 
profit

Not 
eligible 

Not eligible Not eligible

General 
Partners

2.5/12 of 2019 SE 
income multiplied 
by .9235

Not 
eligible 

Not eligible Not eligible



Forgivable Nonpayroll Costs
• Paid or incurred during the covered period

• If using ‘incurred’ amounts, must be paid by next regular billing date

• Advanced payment of interest on mortgage loans do not qualify



Nonpayroll Costs 

• Interest on mortgages on real property

• Interest payments on debt for personal property such as auto 
loans

• Principal payments do not qualify

• Mortgage must have been incurred prior to February 15, 2020

Mortgage Interest



Nonpayroll Costs 

• Payments on leases of real property

• Leases of personal property qualify

• Lease agreement must be in force prior to February 15, 2020

Lease Payments



Additional Guidance

• Amounts attributable to the business operation of a tenant or sub-
tenant of the PPP borrower or, in the context of home-based 
businesses, household expenses, are not eligible for forgiveness

• The forgivable portion of related party rent payments is limited to 
the amount of mortgage interest owed on the property during the 
covered period (note: mortgage interest payments to a related 
party are not eligible)

Leases & Related Payments



Nonpayroll Costs

• Electricity

• Gas

• Water

• Transportation

• Telephone

• Internet

• Service must have begun 
before February 15, 2020

Utilities



Full-Time Equivalent Limitation
The amount of loan forgiveness shall be reduced, but not increased, by utilizing one 
of these two methods:

Note: there is an adjustment for seasonal employers

Amounts paid 
for select 
expenses

X

average FTE employees per month during the covered or 
alternative payroll covered period

average FTE employees per month during the period beginning 
on February 15, 2019 and ending on June 30, 2019

or

Amounts paid 
for select 
expenses

X

average FTE employees per month during the covered or 
alternative payroll covered period

average FTE employees per month during the period beginning 
on January 1, 2020 and ending on February 29, 2020



Full-Time Equivalent Employees

• Based on 40-hour work week

• Full-time employees count as 1 regardless of number of hours

• Two options for calculating part-time employees

 Calculate based on a decimal for each part-time employee
 Use .5 for each part-time employee



Limitation for Reduction in Salary

Reduction related to salaries and wages:

• The amount of loan forgiveness shall be reduced by the amount 
of any reduction in total salary or wages of any employee (note 1) 
during the covered period that is in excess of 25 percent of the 
total salary or wages of the employee during the most recent full 
quarter during which the employee was employed before the 
covered period

• Note 1 – in this context, the law defines an employee as any 
employee who did not receive, during any single pay period 
during 2019, wages or salary at an annualized rate of pay in an 
amount more than $100,000



Preventing FTE ‘Penalties’
FTE Reduction Safe Harbor 1

• Borrower, in good faith, is able to document that they were unable 
to operate between February 15, 2020, and the end of the Covered 
Period at the same level of business activity as before February 15, 
2020

• Due to compliance with requirements established or guidance 
issued between March 1, 2020 and December 31, 2020

• Issued by the Secretary of Health and Human Services, the Director 
of the Centers for Disease Control and Prevention, or the 
Occupational Safety and Health Administration

• Related to the maintenance of standards for sanitation, social 
distancing, or any other worker or customer safety requirement 
related to COVID-19 



Preventing FTE ‘Penalties’

FTE Reduction Safe Harbor 2

Both of the following conditions must be met:

(a) the Borrower reduced its FTE employee 
levels in the period beginning February 
15, 2020, and ending April 26, 2020; and

(b) the Borrower then restored its FTE 
employee levels, by not later than the 
earlier of December 31, 2020 or the date 
the application is submitted, to its FTE 
employee levels in the Borrower’s pay 
period that included February 15, 2020



Preventing FTE ‘Penalties’
FTE Reduction Exceptions (calculated for each employee)

(1) any positions for which the Borrower offered to rehire an 
individual who was an employee on February 15, 2020 and the 
Borrower was unable to hire similarly qualified employees for 
unfilled positions on or before December 31, 2020;

(2) any positions for which the Borrower offered to restore any 
reduction in hours and the employee rejected the offer, and

(3) any employees who (a) were fired for cause, (b) voluntarily 
resigned, or (c) voluntarily requested and received a reduction 
of their hours

In all of these cases, FTE exception only applies if the position was 
not filled by a new employee.



Preventing FTE ‘Penalties’
FTE Reduction Exceptions (continued)

For employees refusing to return to work:

• Must maintain records documenting the offer and its 
rejection; and

• Must have informed the applicable state unemployment 
insurance office of such employee’s rejected offer of 
reemployment within 30 days of the employee’s rejection of 
the offer



Exceptions to Reduction in Salary/Hourly 
Wage Limitation

• Reduction is due to a reduction in FTE employees (i.e. not getting 
penalized twice)

• Salary/Hourly Wage Reduction Safe Harbor

 Average annual salary or hourly wage was reduced between February 
15, 2020 and April 26, 2020

 The salary or hourly wage has been restored as of the earlier of 
December 31, 2020 and the date the application is submitted



• Application submitted to the lender

• Include documents to verify payroll and nonpayroll expenses

• You must certify that the documents are true

• The lender must make a decision on the forgiveness within 60 
days and submit to the SBA

• The SBA then has 90 days to make the final determination and 
inform the lender

For Federal tax purposes, the amount of debt forgiveness shall be 
excluded from gross income.

In order to request forgiveness:



• SBA will review all loans in excess of $2 million, in addition to 
other loans as appropriate

• The SBA has established a process for PPP borrowers and 
lenders to appeal certain SBA loan review decisions under the 
PPP to the SBA Office of Hearings and Appeals

Audits and Appeals



The Application Form

5 page document released by SBA on June 16th

• Page 1: Company information and ‘Forgiveness Amount Calculation’

• Page 2: Representations and Certifications

• Page 3: PPP Schedule A

• Page 4: PPP Schedule A Worksheet

• Page 5: Optional Demographic Information



The Application Form – Page 1

Company 
Information

Forgiveness Amount 
Calculation



The Application Form – Page 1
Company Information



The Application Form – Page 1



The Application Form – Page 2

Various Representations and 
Certifications



The Application Form – Page 4
PPP Schedule A Worksheet

Table 1 – details cash compensation, 
average FTEs, and Salary/Hourly 
Wage Reductions for employees 
earning $100k and under

Table 2 – details cash 
compensation and average FTEs 
for employees earning over 
$100k

FTE Reduction Safe Harbor 
Calculations

**this form is not required to be submitted**



The Application Form – Page 4



The Application Form – Page 4



The Application Form – Page 4



The Application Form – Page 3

PPP Schedule A

• Information flows through from 
page 4, PPP Schedule A 
Worksheet

• Required to be submitted



The Application Form – Page 3



The Application Form – Page 3



The Application Form – Page 3



The Application Form – Page 5



The Application
• Documents to be submitted:

 PPP Loan Forgiveness Calculation Form

 PPP Schedule A

 Supporting payroll documentation

 Supporting FTE calculation documentation

 Supporting nonpayroll documentation

• Documents that do not need to be submitted must be maintained for 6 years:

 PPP Schedule A Worksheet and underlying documents to support those figures

 Documentation supporting any safe harbor calculations

 Documentation regarding employees refusing to work and other FTE Reduction 

Exception circumstances

 All records related to obtaining the initial PPP loan



Forgiveness in Practice

Practical considerations:

• 8-week vs 24-week

• Covered Period versus Alternative Payroll Covered Period

• Full-time equivalency (FTE) calculations using the standard 
methodology versus the simplified method

• FTE Reduction Safe Harbors

• Wage/salary reduction Safe Harbor



Best way to maximize forgiveness?

Calculate it!



WG’s PPP Solution





WG’s PPP Solution



WG’s PPP Solution









Key Open Issues

• FTE reduction not materially impacting forgiveness – is this 
intentional?

• Tax deductibility of expenses / timing of filing 2020 tax returns

• Additional rounds of funding or extension of time

• What does the audit process entail?

• How to prove the loan was ‘necessary’



WG Insights

• Do not rush to apply for forgiveness

• Do what makes the most ‘business sense’

• Ensure you have the appropriate documentation prior to applying

• Work with WG in order to maximize forgiveness, taking advantage 
of opportunities such as:
 Prepaying expenses before covered period ends

 Properly accruing additional amounts at end of covered period

 Considering the simplified method for FTE calculations

 Comparing different scenarios



Thank you!

Len Nitti
Shareholder

lnitti@wgcpas.com
732.846.3000 Ext 172

Dan Fiorentino 
Principal
dfiorentino@wgcpas.com
732.846.3000 Ext 129

Bill McDevitt
Shareholder

wmcdevitt@wgcpas.com
732.846.3000 Ext 152

1200 Tices Lane
East Brunswick, NJ 08816

732 846 3000

499 Seventh Ave 
6th Floor, South

New York, NY 10018

Karolis Matulis
Supervisor

kmatulis@wgcpas.com
732.846.3000 Ext 183
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