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This is not intended as legal advice.  Please engage your 
attorney or your CPA for specific legal or financial  
situations.

Remember to keep local and state regulations and their 
interplay with federal regulations in mind.

Disclaimer



Loan Forgiveness Application

May 15, 2020 | SBA released the Paycheck Protection Program (PPP) Loan Forgiveness 
Application and detailed instructions.

• To apply for forgiveness of your PPP loan, a Borrower must:
• Complete this application as directed in the instructions.
• Submit it to the Lender (may also complete this application electronically)

• This application has the following components:
1. PPP Loan Forgiveness Calculation Form; 
2. PPP Schedule A; 
3. PPP Schedule A Worksheet; and 
4. PPP Borrower Demographic Information Form (optional). 

May 22, 2020 | SBA posted two new Interim Final Rules providing additional guidance on:

• Loan Forgiveness 
• SBA Loan Review Procedures and Related Borrower and Lender Responsibilities

Paycheck Protection Program



Paycheck Protection Program

Today’s Topics

• The instructions to the Loan Forgiveness Application provide detailed guidance 
for borrowers on preparing and submitting their forms and calculations to 
lenders.

• Attendees can access a recording of our webinar from May 21 2020 where we 
discussed preparing the Loan Forgiveness Application in detail on our website

• Our focus today will be on the following specific concepts and calculations, as 
well as related new guidance from new interim final rules posted by SBA for 
borrowers:

• Loan forgiveness review procedures
• Covered period / Alternative payroll covered period
• Payroll costs 
• Owner compensation
• Non-payroll costs
• Salary/Hourly Wage reduction
• FTE headcount reduction
• Documentation requirements

https://register.gotowebinar.com/recording/2521269629993744143


Paycheck Protection Program

Loan Forgiveness Review Process

Borrower

SBA

Lender

Borrower submits loan forgiveness application to 
Lender after end of 8-week covered period. 

Lender must issue a decision on a loan forgiveness 
application to SBA no later than 60 days after receipt 
of a complete loan forgiveness application from the
Borrower. This decision can be:
• Approval (in whole or in part)
• Denial – Lender must notify the Borrower in writing 

that it has issued a decision to SBA denying the 
forgiveness application.  

• Denial without prejudice (due to pending SBA 
review)

SBA will (subject to review of the loan or loan 
application), remit the appropriate forgiveness amount 
to the lender, plus any interest accrued through the 
date of payment, no later than 90 days after the lender 
issues its decision to SBA.
• SBA will deduct EIDL advance amounts from the 

forgiveness amount. 

SBA may review any PPP loan at any time it deems 
appropriate. This includes reviewing the borrower’s 
certifications and representations regarding their 
eligibility for a PPP loan, the loan amount, the use of 
PPP loan proceeds and whether borrower is entitled to 
loan forgiveness.

$

Borrower recourse:
In the case of denial by Lender, the Borrower may request 
that SBA review the lender’s decision within 30 days of 
receiving notice from the lender.

In the case of a denial without prejudice, the borrower 
may subsequently request that the lender reconsider its 
application for loan forgiveness, unless SBA has 
determined that the borrower is ineligible for a PPP loan. 

In the case of an SBA determination of ineligibility, the 
Borrower can appeal the determination (SBA will issue a 
separate interim final rule on this process). 



Paycheck Protection Program

Covered Period / Alternate Payroll Covered Period

The first day of the eight-week (56-day) Covered 
Period of must be the same as the PPP Loan 
Disbursement Date.

• For example, if the Borrower received its PPP loan 
proceeds on Monday, April 20, the first day of the CP is 
April 20 and the last day of the CP is Sunday, June 14.

For administrative convenience, Borrowers with a 
biweekly (or more frequent) payroll schedule may 
elect to calculate eligible payroll costs using the eight-
week (56-day) period that begins on the first day of 
their first pay period following their PPP Loan 
Disbursement Date (the “Alternative Payroll Covered 
Period”). 

• For example, if the Borrower received its PPP loan 
proceeds on Monday, April 20, and the first day of its first 
pay period following its PPP loan disbursement is Sunday, 
April 26, the first day of the APCP is April 26 and the last 
day of the APCP is Saturday, June 20.

• Borrowers who elect to use the APCP must apply the 
APCP wherever there is a reference in this application to 
“the CP or the APCP.” 

• However, Borrowers must apply the CP (not the APCP) 
wherever there is a reference in this application to “the 
Covered Period” only.

Covered Period (CP) Alternate Payroll Covered Period (APCP)



Paycheck Protection Program

Payroll Costs

• Payroll costs are considered paid on the day that paychecks are distributed or the borrower originates an ACH 
credit transaction.

• Payroll costs incurred during the borrower’s last pay period of the covered period or the alternative payroll 
covered period are eligible for forgiveness if paid on or before the next regular payroll date; otherwise, payroll 
costs must be paid during the covered period (or alternative payroll covered period) to be eligible for 
forgiveness.

Loan Forgiveness

Payroll costs paid or incurred during the eight 
consecutive week (56 days) CP (or APCP) are 
eligible for forgiveness. Borrowers may seek 
forgiveness for payroll costs for the eight weeks 
beginning on either:
• the date of disbursement of the borrower’s 

PPP loan proceeds from the Lender (i.e., the 
start of the covered period); or

• the first day of the first payroll cycle in the CP 
(or APCP).

Eligible Costs

Compensation paid to employees (whose principal place of residence is the 
United States) in the form of salary, wages, commissions, or similar 
compensation; cash tips or the equivalent; payment for vacation, parental, 
family, medical, or sick leave; allowance for separation or dismissal.

Payment for the provision of employee benefits consisting of group health 
care coverage, including insurance premiums, and retirement.

Payment of state and local taxes assessed on compensation of employees.



Paycheck Protection Program

Payroll Costs

• Payroll costs are generally incurred on the day the employee’s pay is earned (i.e., on the day the employee 
worked). For employees who are not performing work but are still on the borrower’s payroll, payroll costs are 
incurred based on the schedule established by the borrower (typically, each day that the employee would have 
performed work).

• If an employee’s total compensation does not exceed $100,000 on an annualized basis, the employee’s hazard 
pay and bonuses are eligible for loan forgiveness because they constitute a supplement to salary or wages, and 
are thus a similar form of compensation.

• Additionally, if a borrower pays furloughed employees their salary, wages, or commissions during the covered 
period, those payments are eligible for forgiveness as long as they do not exceed an annual salary of $100,000, 
as prorated for the covered period. 

No other limits have been imposed on the payment of bonuses, so the bonus payment apparently can exceed 8 
weeks’ worth of the annual bonus amount and still be eligible for forgiveness.



Paycheck Protection Program

Owner Compensation

• No additional forgiveness is provided for retirement or health insurance contributions for self-employed 
individuals, including Schedule C filers and general partners, as such expenses are paid out of their net self-
employment income. 

Loan Forgiveness

Loan forgiveness can be no more 
than the lesser of:
• 8/52 of 2019 compensation (i.e., 

15.38% of 2019 compensation) 
or

• $15,385 per individual in total 
across all businesses.

Forgiveness capped by…

Owner-employees
the amount of their 2019 employee cash compensation and 
employer retirement and health care contributions made on 
their behalf. 

Schedule C filers
the amount of their owner compensation replacement, 
calculated based on 2019 net profit.

General partners

the amount of their 2019 net earnings from self-employment 
(reduced by claimed section 179 expense deduction, 
unreimbursed partnership expenses, and depletion from oil 
and gas properties) multiplied by 0.9235. 



Paycheck Protection Program

Non-payroll Costs

• Eligible non-payroll costs cannot exceed 25% of the loan forgiveness amount.

• For example, a borrower’s covered period begins on June 1 and ends on July 26. The borrower pays its May and June electricity
bill during the covered period and pays its July electricity bill on August 10, which is the next regular billing date. The borrower 
may seek loan forgiveness for its May and June electricity bills, because they were paid during the covered period. In addition, the 
borrower may seek loan forgiveness for the portion of its July electricity bill through July 26 (the end of the covered period),
because it was incurred during the covered period and paid on the next regular billing date.

This example allows for more than 56 days of electric costs. The SBA indicated that the 25% cap on non-payroll costs will avoid 
excessive inclusion of non-payroll costs.

Eligible Costs Specific Provisions

Interest payments on any business 
mortgage obligation on real or personal 
property

Incurred before February 15, 2020 
(does not include payments of principal or 
prepayments of interest)

Payments on business rent obligations 
on real or personal property 

Under a lease agreement in force before 
February 15, 2020.

Business utility payments 

For the distribution of electricity, gas, water, 
transportation, telephone, or internet access 
for which service began before February 15, 
2020.

Loan Forgiveness

Non-payroll costs are eligible for 
forgiveness if they were:
• paid during the covered period; 

or
• incurred during the covered 

period and paid on or before the 
next regular billing date, even if 
the billing date is after the 
covered period.



Paycheck Protection Program

Salary/Hourly Wage and FTE Headcount Reductions

Salary/Hour Wage Reduction FTE Headcount Reduction

Loan Forgiveness 
Reduction

Loan forgiveness may decrease depending on 
whether the salary or hourly wages of certain 
employees during the CP (or APCP) was less than 
during the comparison period.

Loan forgiveness may decrease, depending on whether 
the Borrower’s average weekly number of FTE 
employees during the CP (or APCP) was less than 
during the borrower’s chosen reference period.

Comparison/ 
Reference Period

January 1, 2020 to March 31, 2020

February 15, 2019 to June 30, 2019 or
January 1, 2020 to February 29, 2020 

(Seasonal employers may choose either of the 
preceding periods or any consecutive 12-week period 
from May 1, 2019 to September 15, 2019)

Employee
Calculations

Compare each employee’s average annual 
salaries/hourly wages during the CP (or APCP) to 
their average annual salaries/hourly wages during 
the first three months of 2020:
• For salaried employees, by an amount equal to 

the annualized reduction in excess of 25% 
multiplied by 8/52.

• For hourly employees, by an amount equal to 
the hourly wage reduction in excess of 25% 
multiplied by the average number 

Document the average number of FTE employees 
during the CP (or APCP) and compare to chosen 
reference period:
• Divide the average number of hours paid for each 

employee per week by 40, capping this quotient at 
1.0 (round to the nearest tenth) or

• Elect to use a full-time equivalency of 1.0 for each 
employee who worked 40 or more hours per week 
and 0.5 for each part-time employee who worked 
less than 40 hours per week.



Salary/Hour Wage Reduction FTE Headcount Reduction

Reduction 
Calculations

A reduction in an employee’s salary or hourly wages 
in excess of 25% will generally result in a reduction in 
the loan forgiveness amount, unless an exception 
applies.

If the average number of FTE employees during the CP 
(or APCP) is less than during the chosen reference 
period, the total eligible expenses available for 
forgiveness is reduced proportionally by the percentage 
reduction in FTE employees.

Exceptions

The salary/wage reduction applies only to the 
portion of the decline in employee salary and wages 
that is not attributable to the FTE reduction. This 
approach will help ensure borrowers are not doubly 
taxed for reductions.

The borrower may exclude any reduction in FTE 
employee headcount that is attributable to an individual 
employee if:
• Written offer to rehire or restore reduced hours is 

rejected by employee.
• Employee is fired for cause, voluntarily resigns, or 

voluntarily requests a reduced schedule during the CP 
(or APCP).

Reduction
Safe Harbor

Restore salary/hourly wage levels by June 30, 2020 Rehire employees/restore hours by June 30, 2020 

Safe Harbor 
Details

If certain employee salaries/hourly wages were 
reduced between February 15 and April 26, 2020 
(the safe harbor period), but the borrower 
eliminates those reductions by June 30, 2020 or 
earlier, the borrower is exempt from any reduction in 
loan forgiveness amount.

If a borrower eliminates any reductions in FTE 
employees occurring between February 15 to April 26, 
2020 (the safe harbor period) by June 30, 2020 or earlier, 
the borrower is exempt from any reduction in loan 
forgiveness amount that would otherwise be required 
due to reductions in FTE employees.

Paycheck Protection Program



Documentation Requirements

• There is an extensive list of payroll, non-payroll and FTE employee documentation that must be 
submitted by the Borrower to support the loan forgiveness application.

• The Borrower must also maintain (but not submit) the following documents relating to its PPP loan, 
including: 
• PPP Schedule A Worksheet (or it’s equivalent) and supporting documentation; 
• documentation submitted with its PPP loan application; 
• documentation supporting the Borrower’s certifications as to the necessity of the loan request 

and its eligibility for a PPP loan; 
• documentation necessary to support the Borrower’s loan forgiveness application; and 
• documentation demonstrating the Borrower’s material compliance with PPP requirements.

• The Borrower must retain all this documentation for six-years after the date the loan is forgiven or 
repaid in full, and permit SBA and its authorized representatives to access the documents upon request. 

The six-year documentation retention period is new guidance.

Paycheck Protection Program



• Safety Plan

• Health and Safety Policy

• Screening

• Unemployment

• Culture

• What’s next…

Agenda



Safety Plan

• Safety Plan narrative

• Health and Safety Policy

• Risk Management Assessment

• Safety data sheets

• Employee return plan



Safety Plan (continued)

• Screening 
➢Return to the office

➢Daily

➢Visitor

• Email communication

• Cleaning logs

• Visitor logs



Screening and Testing

• ADA protections

• Symptom checks

• Temperature checks

• Virus testing

• Antibody testing



Keep in Mind

• Test results should not be in 
the employee’s personnel 
file

• Limit who has access to the 
separate files

• In most cases, report 
positives to local health 
agency

• Communicating positive 
test results to  other 
employees



Health and Safety Policy 

• Stay home if sick

• What to do if someone gets 
sick at work

• General hygiene rules

• Avoiding and limiting 
exposure

• Absenteeism

• Social distancing

• EAP resources

• Travel

• Cleaning the Workplace



Unemployment

• Additional $600 proposed 
to continue through 
January 2021

• Reporting employees who 
decline to return to work

• How will this affect your 
UE rate?



Re-Ignite Culture

Show you care Listen Deepen trust

Create crisis fund 
or community 

donation

Be a mentor and 
coach vs. BOSS

Cross-train

Innovate
Host a meeting 

without an 
agenda 

Overcommunicate



What’s Next…Proposed HEROES Act

• COBRA subsidies

• More unemployment

• Hazard pay

• Pension funding relief

• Employer liability relief

• Mandated COVID-19 
treatment without cost share



For additional questions and 
information:

Tronconi Segarra & Associates
716.633.1373
www.tsacpa.com

Visit our COVID-19 Resource Center:
https://www.tsacpa.com/coronavirus-covid-
19-resource-center/

Email our Response Team: 
covid19team@tsacpa.com

For additional questions and 
information:

Employer Services Corporation
716.691.4455
https://myesc.com/

Coronavirus Resources:
https://myesc.com/category/news-
events/coronavirus-update/

Contact: 
Rachael Brown
rbrown@myesc.com

Contact Tronconi Segarra Contact ESC

Thank You

http://www.tsacpa.com/
https://www.tsacpa.com/coronavirus-covid-19-resource-center/
mailto:covid19team@tsacpa.com
https://myesc.com/
https://myesc.com/category/news-events/coronavirus-update/
mailto:rbrown@myesc.com

