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Agenda
• Quick overview of PPP Loan Program as part of CARES Act
• Reminder of factors included in Calculating of PPP Loan
• Breakdown of factors in forgiveness calculation for PPP Loan
• Open Questions and Answers

Disclaimer
• We are providing this information based on our
“interpretations” of the CARES act. Much information
is still awaiting clarification from the SBA and the
Treasury Dept. Always consult your attorney, CPA and
lending institution first.

CARES Act
Paycheck Protection Program (PPP)

•

$350B + $310B loan program for small businesses – Funds still available as of
Friday!

•

Provides unsecured (and forgivable) loans to small businesses with the goal of
keeping employees on the payroll

•
•
•

Must Apply by June 30, 2020
100% government guaranteed
100% forgivable if utilized for specific expenses

PPP Loan Forgiveness
What is included in the forgiveness calculation for the PPP Loan?

• All “payroll costs” for the 8 weeks following the funding of the loan
• Any “utilities payments” for the 8 weeks following the funding of

the loan (gas, water, electric, transportation, telephone, internet,
etc)

• Any rent or/and mortgage interest on commercial buildings (for
mortgages or leases signed prior to 2/15/20

CARES Act – Calculation of “Payroll Costs”
Included
• Salary, wages, commission, tips
• Vacation, Parental, family,
medical, or sick leave
• Severance Pay
• ER Contribution to group
health care coverage
• ER Contribution to retirement
benefits
• State and Local Employer Paid
Taxes

Excluded
• FFCRA Emergency Sick Leave and
FMLA Leave Wages
• Compensation of employees in
excess of $100K prorated for
covered period
• Compensation for Non-US
Residents
• ER Paid Federal Employment
Taxes
• Worker’s Comp

Goal #1
Maintain your FTE
Count

What is an FTE?
https://home.treasury.gov/system/files/136/Paycheck-Protection-ProgramFrequently-AskedQuestions.pdf
Updated April 26, 2020
For purposes of loan eligibility, the CARES Act defines the term employee to include “individuals
employed on a full-time, part-time, or other basis.” A borrower must therefore calculate the total
number of employees, including part-time employees, when determining their employee headcount
for purposes of the eligibility threshold. For example, if a borrower has 200 full-time employees and
50 part-time employees each working 10 hours per week, the borrower has a total of 250 employees.
By contrast, for purposes of loan forgiveness, the CARES Act uses the standard of “fulltime
equivalent employees” to determine the extent to which the loan forgiveness amount will be
reduced in the event of workforce reductions.
Note: The Cares Act does not define the threshold hours to use for an FTE. Many have been using
the standard 30 Hour Rule as defined by the ACA as FT.

What is an FTE?
Calculating Average Number of Employees Section 1106 of the Cares Act states:
(B) CALCULATION OF AVERAGE NUMBER OF EMPLOYEES.—For purposes of
subparagraph (A),
the average number of full-time equivalent employees shall be determined by calculating
the average number of full-time equivalent employees for each pay period falling within a
month.

FTE Calculation Based on Hours Paid

Maintain Your Average FTE Count

**Update** Seasonal Employers may choose:

02/15/2019 to 6/30/2019
03/01/2019 to 06/30/2019
or any 12-week period between 05/01/2019 and 09/15/2019

Rehire Exemption
•

However, these reductions in loan forgiveness will not apply to
employers who reduced their workforces or laid off or cut employee
salaries by more than 25 percent between February 15, 2020 and
April 26, 2020, if the employer rehires employees to equivalent
levels or restores employee pay by June 30, 2020.

Goal #2
Maintain At Least 75%
of Total Salary

Maintain At Least 75% of Total Salary

Maintain At Least 75% of Total Salary
• Do not reduce wages by greater than 25% for employees on payroll during the 8-week loan forgiveness
period (as compared to the average wages for the last full quarter of employment for the employees)
• This requirement will be individually assessed for every employee that did not receive more than $100,000
in annualized pay in 2019.
• If the employee’s pay over the 8 weeks is less than 75% of the pay they received during the most recent
quarter in which they were employed, the eligible amount for forgiveness will be reduced by the
difference between their current pay and 75% of the original pay.
• This one is a little tricky because you are comparing different lengths of time periods (8 weeks vs. 1
quarter, which is typically 13 weeks).
• Calculate the “average rate of pay” for the employee per pay period for the last full quarter

AICPA Recommendations (pending review)
AICPA is recommending:
• The eight-week covered period under PPP should align with the beginning of a pay period, not

the date loan proceeds are received

• The eight-week period should begin once operation restrictions are lifted, not when loan

proceeds are received, so small businesses have adequate funds to ramp up operations

• Full-time job equivalent (FTE) employees can be calculated using a simple wage-based proxy

when hours worked are not tracked by the employer

• Payroll reduction calculations should be based on average payroll per employee per week, not

total compensation per employee

Goal #3
Spend 100% of funds on
Payroll and qualified
“Non payroll expenses”

Spend 100% of the funds correctly
• You must spend at least 75 percent specifically on payroll costs
• “Non-Payroll Expenses” cannot exceed 25% of the forgivable amount (gas,
water, electric, transportation, telephone, internet, etc)
Example:
•
•
•

PPP Loan = $100,000
Payroll Costs = $75,000
Rent/Utilities = $25,000

Example:
• PPP Loan = $100,000
• Payroll Costs = $50,000
• Rent/Utilities = $25,000
•

Actual Spend = $75,000

Total Forgivable Amount = $50,000/.75 = $66,667
•

Rent/Utilities Forgiven = $16,667

Commonly asked questions
What happens if a company is unable to re-open by the 6/30 deadline due to COVID restrictions? Will this deadline be
extended?
What about the challenge of getting some employees to return to work since they will make more money staying on
unemployment with the additional $600 in Federal Pandemic Unemployment Compensation? An employer wants to hire
them back, but they decline.
Can businesses provide raises or bonuses to their employees over the 8-week window?
Can a company pay ahead on benefits (such as medical) in order to maximize the forgiveness? Or would it only matter
for the 8-week period?
If an organization raises their employee count over the average FTE on 6/30, is 100% of the loan forgiven no matter what
the payroll, rent, or utility breakdown is?
How should owners pay themselves? Are owner draws forgivable? Should owners be added to payroll?
Cash vs Accrual basis for reporting payroll costs
Cash vs. Accrual basis for reporting non-payroll costs - awaiting guidance

Commonly asked questions
Can you participate in PPP loan program and also participate in deferring payment of employer's share of Social Security
until 2021/2022?
Types of expenses (non-compensation) included - employee reimbursements, transportation, etc.
What is included in utilities?
Types of compensation included

Questions?

Thank you!
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