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Notices

This publication has been prepared for general guidance on matters of interest only; it does not constitute
professional advice. You should not act upon the information contained in this publication without obtaining
specific professional advice. No representation or warranty (express or implied) is given as to the accuracy of
completeness of the information contained in this publication; and, to the extent permitted by law, Tronconi
Segarra & Associates LLP, its members, employees and agents do not accept or assume any liability,
responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance
on the information contained in this website or for any decision based on it.
Copyright 2020 Tronconi Segarra & Associates. All rights reserved.
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• Updates/New Developments





Paycheck Protection Program
Economic Injury Disaster Loans
Main Street Lending Program
Available Relief Options

• Q&A Session
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Paycheck Protection Program
Summary of All Paycheck Protection Program Loan Approvals
(as of June 20, 2020)
Lender Size
> $50 Billion in Assets

Approved Loans
1,601,262

$188,455,623,221

720,109

100,084,707,720

< $10 Billion in Assets

2,345,189

226,399,458,974

Total

4,666,560

$514,939,789,916

$10 to $50 Billion in Assets

•
•
•

Approved Dollars

Number of participating lenders: 5,456
Overall average loan size: $110,000
Amount of funding remaining: $128,355,981,685

(Available funds captures approvals net of cancellations as well as loan increases, decreases and
reinstatements. This amount accounts for statutory program costs)
https://home.treasury.gov/system/files/136/SBA-Paycheck-Protection-Program-Loan-Report-Round2.pdf
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Paycheck Protection Program
Loan Forgiveness Application (revised June 16, 2020)
• SBA in consultation with the Treasury Department, released a revised Paycheck
Protection Program (PPP) Loan Forgiveness Application and detailed instructions on
June 16, 2020.
• To apply for forgiveness of your PPP loan, a Borrower must:
• Complete this application (or Form 3508EZ) as directed in the instructions.
• Submit it to the Lender (may also complete this application electronically)
• This application has the following components:
1.
2.
3.
4.

PPP Loan Forgiveness Calculation Form;
PPP Schedule A;
PPP Schedule A Worksheet; and
PPP Borrower Demographic Information Form (optional).

All Borrowers must submit (1) and (2) to their Lender.
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Paycheck Protection Program
General Information
•

The top-half of the PPP Loan Forgiveness Calculation Form requires borrowers to provide
general information about their PPP loan, number of employees, payroll schedule and whether
they received an Economic Injury Disaster Loan (“EIDL”) advance.
These employee counts appear to
be for informational purposes
only, as these numbers are not
subsequently used in any loan
forgiveness calculations.
Enter the application # and dollar
amount of any EIDL advance
received (If applicable). SBA will
deduct EIDL advance amounts from
the forgiveness amount remitted to
the lender.
See next slide
Potential flag for SBA to review for compliance with
program requirements per interim final rules and
borrower application form. (see FAQ #46)
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Paycheck Protection Program
Covered Period (CP)
The Covered Period is either:
1. the 24-week (168-day) period beginning on the PPP Loan Disbursement Date, or
2. if the Borrower received its PPP loan before June 5, 2020, the Borrower may elect to use an
8-week (56-day) Covered Period.
For example, if the Borrower is using a 24-week Covered Period and received its PPP loan
proceeds on Monday, April 20, the first day of the Covered Period is April 20 and the last day
of the Covered Period is Sunday, October 4.
•

In no event may the Covered Period extend beyond December 31, 2020.
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Paycheck Protection Program
Alternative Payroll Covered Period (APCP)
For administrative convenience, Borrowers with a biweekly (or more frequent) payroll schedule
may elect to calculate eligible payroll costs using the 24-week (168-day) period (or for loans
received before June 5, 2020 at the election of the borrower, the 8-week (56-day) period) that
begins on the first day of their first pay period following their PPP Loan Disbursement Date.
For example, if the Borrower is using a 24-week APCP and 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,
October 10.
•

Borrowers that elect to use the APCP must apply the APCP wherever there is a reference in this
application to “the Covered Period or the Alternative Payroll Covered Period.”

•

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

•

In no event may the APCP extend beyond December 31, 2020.
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Paycheck Protection Program
Payroll Costs
•

Incurred and Paid - The application takes a disjunctive approach to “incurred and paid,”
meaning incurred or paid.
•

Section 1106(b) of the CARES Act provides that “an eligible recipient shall be eligible for
forgiveness of indebtedness on a covered loan in an amount equal to the sum of the
following costs incurred and payments made during the covered period.”

There was considerable confusion over whether payroll costs had to be both incurred and paid
within the covered period to qualify for forgiveness.
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Paycheck Protection Program
Payroll Costs
•

•

For each individual employee, the total amount of cash compensation eligible for forgiveness
may not exceed an annual salary of $100,000, as prorated for the CP (or APCP).
•

For an 8-week (56-day) period, that total is $15,385

•

For a 24-week (168-day) period, that total is $46,154

The instruction clarify that a borrower is generally eligible for forgiveness for both payroll costs
paid and payroll costs incurred during the CP (or APCP) as follows:
•

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

•

Payroll costs are considered incurred on the day that the employee’s pay is earned.

•

Payroll costs incurred but not paid during the borrower’s last pay period of the CP (or APCP) are
eligible for forgiveness if paid on or before the next regular payroll date. Otherwise, payroll
costs must be paid during the CP (or APCP).

•

Include only payroll costs for employees whose principal place of residence is in the U.S.

PRESENTED BY TRONCONI SEGARRA & ASSOCIATES LLP

Paycheck Protection Program
Payroll Costs
Employee Bonuses
•

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.
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Paycheck Protection Program
Payroll Costs
•

In addition to cash compensation, the total amount paid by the Borrower during the CP (or
APCP) for the following costs need to be entered on PPP Schedule A:
•

employer contributions for employee health insurance, including employer contributions
to a self-insured, employer-sponsored group health plan, but excluding any pre-tax or
after tax contributions by employees.

•

employer contributions to employee retirement plans, excluding any pre-tax or after-tax
contributions by employees.

•

employer state and local taxes assessed on employee compensation (e.g., state
unemployment insurance tax); do not list any taxes withheld from employee earnings.

•

Do not add employer health insurance contributions made on behalf of a self-employed
individual, general partners or owner-employees of an S-corporation, because such payments
are already included in their compensation.

•

Do not add employer retirement contributions made on behalf of a self-employed individual or
general partners, because such payments are already included in their compensation.
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Paycheck Protection Program
Owner Compensation
•

The “Certifications” on page 2 of the PPP Loan Forgiveness Calculation Form indicate that the
dollar amount for which forgiveness is requested:
•

if a 24-week Covered Period applies, does not exceed 2.5 months’ worth of 2019
compensation for any owner-employee or self-employed individual/general partner,
capped at $20,833 per individual; and

•

if the Borrower has elected an 8-week Covered Period, does not exceed 8 weeks’ worth of
2019 compensation for any owner-employee or self-employed individual/general partner,
capped at $15,385 per individual.

Instructions to PPP Schedule A indicate the following:
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Paycheck Protection Program

All payroll costs (including
amounts paid to owneremployee) are added
together on PPP Schedule A
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Paycheck Protection Program
Non-Payroll Costs
•

Non-payroll costs eligible for forgiveness include:
•

Covered mortgage obligations: payments of interest on any business mortgage obligation
on real or personal property incurred before February 15, 2020;

•

Covered rent obligations: business rent or lease payments pursuant to lease agreements
for real or personal property in force before February 15, 2020; and

•

Covered utility payments: business payments for a service for the distribution of
electricity, gas, water, transportation, telephone, or internet access for which service
began before February 15, 2020 (“business utility payments”).

Prior SBA guidance indicated that mortgage interest & rents/leases on personal property was allowable
for self-employed individuals; however, that was not included in guidance for business borrowers.
Businesses should now include mortgage interest & rents/leases on personal property which is generally
understood to include interest and leases related to vehicles and other such personal property.
There is no clarification whether covered rent obligations are eligible for loan forgiveness if the rent is paid
to a related party (i.e., rent paid to another entity that shares common ownership with the borrower).
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Paycheck Protection Program
Non-Payroll Costs
•

SBA is also indicating some flexibility regarding eligible non-payroll costs such as mortgage
interest, rent and utilities as follows:
•

An eligible, non-payroll cost must be 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.

•

Eligible non-payroll costs cannot exceed 40% of the total forgiveness amount.

•

Count non-payroll costs that were both paid and incurred only once.
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Paycheck Protection Program
Non-Payroll Costs
•

The total amount paid by the Borrower for eligible non-payroll costs during the Covered Period
need to be entered on the PPP Loan Forgiveness Calculation Form:
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Paycheck Protection Program
Forgiveness Amount Calculation
•

The application provides the following (simplified) formula for calculating the loan forgiveness
amount:
1. Add payroll costs and non-payroll costs (business mortgage interest, rent or lease and
utility payments) for the Covered Period;
2. Subtract Salary/Hourly Wage Reduction in excess of 25% for certain employees
(calculated on PPP Schedule A) from the sum of the payroll and non-payroll costs;
3. Multiply the difference of (1)-(2) by the FTE Reduction Quotient (calculated on PPP
Schedule A) to arrive at the Modified Total.

•

The Borrower then compares the Modified Total to the PPP Loan Amount and the Payroll Cost
divided by 60% (“Potential Forgiveness Amounts”)

•

The smallest of the three Potential Forgiveness Amounts is the amount of forgiveness granted
to the Borrower.
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Paycheck Protection Program
Forgiveness Amount Calculation
PPP Loan Forgiveness Calculation Form
Smallest amount of
lines 8,9,10

A borrower needs to use at least 60% of their covered loan amount for payroll costs, and may use
up to 40% of such amount for any payment of eligible non-payroll costs. If a borrower uses only
59% of its loan for payroll costs, it will not receive the full amount of loan forgiveness it might
otherwise be eligible to receive. Instead, the borrower will receive partial loan forgiveness, based
on the requirement that 60% of the forgiveness amount must be attributable to payroll costs.
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Paycheck Protection Program
See next slide

Cash compensation less
than or equal to $100,000

Enter the last four digits of
each employee’s SSN.

Separately list each
employee. Do not include
any independent
contractors, owneremployees, self-employed
individuals or partners.

Cash compensation greater
than $100,000

Use either Base or Simplified method
to determine average FTE

* Amounts from Boxes 1-5 are copied to PPP Schedule A, lines 1-5
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Paycheck Protection Program
Salary/Hourly Wage Reduction
•

This calculation is completed on the PPP Schedule A Worksheet (see instructions).

•

It will be used to determine whether the Borrower’s loan forgiveness amount must be reduced
due to a statutory requirement concerning reductions in employee salary and wages.

•

The actual amount of loan forgiveness may decrease depending on whether the salary or hourly
wages of certain employees during the CP (or APCP) were reduced by more than 25% in
comparison to the period January 1, 2020 to March 31, 2020.

•

If the Borrower restores salary/hourly wage levels, it may be eligible for elimination of the
Salary/Hourly Wage Reduction amount (i.e., Safe Harbor).
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Paycheck Protection Program
Salary/Hourly Wage Reduction
Salary/Hourly Wage Reduction Safe Harbor
•

This calculation takes a snapshot approach in the sense that it compares an employee’s average
annual salary or hourly wage as of the earlier of December 31, 2020 and the date this
application is submitted to their annual salary or hourly wage as of February 15, 2020, if their
average annual wage was reduced between Feb. 15 and Apr. 26, 2020.

•

If the amount on December 31 (or date the application is submitted) is equal to or greater than
the amount on February 15, then the Safe Harbor has been met and there is no salary/hourly
wage reduction to calculate for that employee.

There is no stated requirement that any compensation be paid or incurred prior to Dec. 31, 2020 nor is there any
requirement that compensation be paid or incurred after Dec. 31, 2020 though we expect substance over form
will be applied on any subsequent audits.
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Paycheck Protection Program
Salary/Hourly Wage Reduction
The calculation on requires an employee-by-employee comparison of the average annual
salaries/hourly wages during the CP (or APCP) to the average annual salaries/hourly wages for each
employee during the first three months of 2020, and then reduces forgiveness as follows:

•

For hourly employees, by an amount equal to the hourly wage reduction in excess of 25%
multiplied by the average number of hours worked per week in the first quarter of 2020
multiplied by 24 (if borrower is using a 24-week CP) or 8 (if borrower is using a 8-week CP).

•

For salaried employees, by an amount equal to the annualized reduction in excess of 25%
multiplied by 24/52 (if borrower is using a 24-week CP) or 8/52 (if borrower is using a 8-week
CP).
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Paycheck Protection Program
Salary/Hourly Wage Reduction
•

Enter Salary/Hourly Wage Reduction (Box 3) on PPP Schedule A, Line 3
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Paycheck Protection Program
Salary/Hourly Wage Reduction
•

•

The PPP Schedule A Worksheet follows the formulation in the statute by excluding any
employee that made more than $100,000 on an annualized basis during “any single pay period”
in 2019 (Table 2).
•

If paid weekly, the wage reduction rule does not apply to any employee who received
more than $1,923 per pay period in 2019, or more than $3,846 per pay period in 2019 if
paid on a bi-weekly basis.

•

The “any single pay period” requirement, when applied literally, could mean that
commission-based employees with an exceptional pay period which exceeds $1,923 could
be excluded, even if they do not normally exceed $100,000 on an annual basis.

The PPP Schedule A Worksheet also requires the borrower to list the last four digits of each
employee’s Social Security number. Even though the PPP Schedule A Worksheet is not one of
the documents required to be submitted to the lender, we believe this requirement is intended
to prevent fraud because the worksheet must be maintained in the borrower’s files and
produced to the SBA upon request.
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Paycheck Protection Program
FTE Headcount Reduction
•

This calculation is completed on the PPP Schedule A Worksheet.

•

It will be used to determine whether the Borrower’s loan forgiveness amount must be reduced
due to a statutory requirement concerning reductions in full-time equivalent (“FTE”)
employees.

•

The actual amount of 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:

•

•

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
(see PPP Schedule A, Line 11).

Two separate Safe Harbors exempt certain borrowers from any loan forgiveness reduction
based on a reduction in FTE employee levels.
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Paycheck Protection Program
FTE Headcount Reduction
The application allows for two methods to determine the average weekly number of FTEs:
•

Base method – For each employee, divide the average number of hours paid per week by 40
and round to the nearest tenth. The maximum for any individual employee is capped at 1.0.
•

For example, a borrower has three employees that work 40, 50 and 10 hours, respectively.
The borrower has 2.3 FTEs

= (40/40=1.0) + (50/40=1.0 [capped]) + (10/40=0.25 [0.3 rounded to nearest tenth])
•

Simplified method – Each employee who works 40 hours or more per week is assigned 1.0 and
employees who work fewer hours are assigned 0.5, at the election of the borrower.
• Using the same example as above, there are now 2.5 FTEs (1.0 + 1.0 + 0.5).

•

Although borrowers have a choice between the two methods, they are required to use the
same method consistently throughout this computation.
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Paycheck Protection Program
FTE Headcount Reduction
PPP Schedule A - Enter Average FTEs (Box 2 and 5)
(Employees who received compensation at an annualized rate of less than or equal to $100,000 for all pay periods in 2019)

(Employees who received compensation at an annualized rate of more than $100,000 for any pay period in 2019)

• Add number of FTEs on Line 2 + Line 5 and enter Total on Line 12 “Total Average FTE” of
PPP Schedule A
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Paycheck Protection Program
FTE Headcount Reduction
PPP Schedule A - Determine FTE Reduction Quotient to apply to the Modified Total on PPP Loan
Forgiveness Calculation Form

PPP Flexibility Act
CARES Act
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Paycheck Protection Program
FTE Headcount Reduction
FTE Reduction Safe Harbor 1
•

The Borrower is exempt from the reduction in loan forgiveness based on a reduction in FTE
employees described above if the Borrower, in good faith, is able to document that it was
unable to operate between February 15, 2020, and the and 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, 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.

Borrower must maintain documentation supporting this certification, including copies of the
“applicable requirements” for each borrower location and relevant financial records.
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Paycheck Protection Program
FTE Headcount Reduction
FTE Reduction Safe Harbor 2
•

The Borrower is exempt from the reduction in loan forgiveness based on a reduction in FTE
employees described above if both of the following conditions are 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 December 31, 2020
to its FTE employee levels in the Borrower’s pay period that included February 15, 2020.

•

The Safe Harbor is not applicable if the average number of FTEs between February 15 to April
26, 2020 is higher than the average number of FTEs in the payroll period inclusive of February
15, 2020 (i.e. there were no FTE employee reductions in the qualifying period).

•

The FTE Reduction Safe Harbor 2 calculation is performed on PPP Worksheet A.

There is no stated requirement that any compensation be paid or incurred prior to Dec. 31, 2020 nor is there any
requirement that the employee be retained for any period of time after Dec. 31, 2020 though we expect substance
over form will be applied on any subsequent audits.
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Paycheck Protection Program
FTE Reduction Exceptions
Indicate the FTE of:
1. Any positions for which the Borrower made a good-faith, written offer 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 made a good-faith, written offer to restore any
reduction in hours, at the same salary or wages, during the Covered Period (or APCP) and
the employee rejected the offer,
3. any employees during the Covered Period (or APCP) 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, include these FTEs on this line only if the position was not filled by a new
employee.

•

Any FTE reductions in these cases will not reduce a Borrower’s loan forgiveness.
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Paycheck Protection Program
Adjustments for Salary/Hourly Wage and FTE Headcount Reductions
• The following adjustments for loan forgiveness are calculated on PPP Worksheet A:
• Salary/Hourly Wage reduction (Line 3)
• FTE Reduction Quotient (Line 13)
• These adjustments are then totaled and entered on PPP Schedule A, and
• Entered on lines 5 and 7 on the PPP Loan Forgiveness Calculation Form to calculate potential
adjustments to loan forgiveness.
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Paycheck Protection Program
Certifications
•

Similar to the PPP loan application, the Borrower has to make a number of representations and
certifications on page 2 of the PPP Loan Forgiveness Calculation Form.

•

The Borrower must certify, among other things, that:
i.
ii.
iii.
iv.

•

the loan was used to pay costs that are eligible for forgiveness,
the loan was used for authorized purposes,
it verified the amount of payroll and non-payroll costs, and
the information and supporting documents are true and complete in all material
respects.

In addition, the Borrower has to acknowledge that SBA may require additional information to
evaluate eligibility and forgiveness of the PPP loan; and a Borrower’s failure to provide the
information can result in SBA’s determination that the Borrower was ineligible for the PPP loan
or that it is not entitled to loan forgiveness.
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Paycheck Protection Program
Documentation Requirements
There is an extensive list of documentation requirements on page 6-7 of the Loan Forgiveness
Application Instructions, including the list of tax and financial documents that must be submitted by
the Borrower along with the PPP Loan Forgiveness Calculation Form and PPP Schedule A.
•

Payroll: Documentation verifying the eligible cash compensation and non-cash benefit
payments from the CP or (the APCP).

•

Non-payroll: Documentation verifying existence of the obligations/services prior to
February 15, 2020 and eligible payments from the CP.

•

FTE Employees: Documentation showing average number of FTE employees employed by
the Borrower for select time periods.
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Paycheck Protection Program
Documentation Requirements
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 the following:
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Paycheck Protection Program
Documentation Requirements
Additional documentation that each Borrower must maintain but is not required to submit:
•

All records relating to the Borrower’s PPP loan, including 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.
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Paycheck Protection Program
Loan Forgiveness Application Form (3508EZ)
Borrowers can apply for forgiveness of their PPP loan using Form 3508EZ if they can check at least
one of the threes boxes below:
 The Borrower is a self-employed individual, independent contractor or sole proprietor who had
no employees at the time of the PPP loan application and did not include any employee salaries
in the computation of average monthly payroll in the Borrower Application Form.
-------------------------------------------------------------------------------------------------------------------------------------

 The Borrower did not reduce annual salary or hourly wages of any employee* by more than
25% during the Covered Period (or APCP) compared to the period between January 1, 2020 and
March 31, 2020.
AND

The Borrower did not reduce the number of employees or the average paid hours of employees
between January 1, 2020 and the end of the Covered Period. (Ignore reductions that arose from
an inability to rehire individuals who were employees on February 15, 2020 if the Borrower was
unable to hire similarly qualified employees for unfilled positions on or before December 31,
2020. Also ignore reductions in an employee’s hours that the Borrower offered to restore and
the employee refused.
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Paycheck Protection Program
Loan Forgiveness Application Form (3508EZ)
 The Borrower did not reduce annual salary or hourly wages of any employee* by more than
25% during the Covered Period (or APCP) compared to the period between January 1, 2020 and
March 31, 2020.
AND

The Borrower was unable to operate during 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 by the Secretary of HHS, the
Director of the CDC, or OSHA, related to the maintenance of standards of sanitation, social
distancing, or any other work or customer safety requirement related to COVID-19.
If a borrower can check at least one of the three boxes above, they should complete Form 3508EZ in
accordance with the instructions, and submit it to their Lender (or the Lender that is servicing your
loan). Borrowers may also complete this application electronically through their Lender.
* For purposes of this statement, “employees” means only those employees that did not receive, during any
single period during 2019, wages or salary at an annualized rate of pay in an amount more than $100,000.
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Paycheck Protection Program
Forgiveness Amount Calculation (3508EZ)
The top-half of Form 3508EZ is
identical to the revised loan
forgiveness application

Add payroll and
nonpayroll costs

(No adjustments for FTE or Salary/Hourly Wage reductions)
Smallest of
Lines 5,6,7

Payroll cost requirement
adjusted 60% pursuant
to PPP Flexibility Act
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Paycheck Protection Program
Certifications (3508EZ)
The Borrower has to make a number of representations and certifications on page 2 of the PPP
Loan Forgiveness Application Form 3508EZ that are identical to the revised application form. The
Borrower also has to certify the following:
•

The Borrower did not reduce salaries or hourly wages by more than 25% for any employee
during the Covered Period (or APCP) compared to the period between January 1, 2020
and March 31, 2020. For purposes of this certification, the term “employee” includes only
those employees that did not receive, during any single period during 2019, wages or
salary at an annualized rate of pay in an amount more than $100,000.

•

In addition, the Authorized Representative of the Borrower must certify by initialing at
least ONE of the following two items:
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Paycheck Protection Program
Documentation Requirements (3508EZ)
There is an extensive list of documentation requirements on page 4 of the Loan Forgiveness
Application Form 3508EZ Instructions, including the list of tax and financial documents that must be
submitted by the Borrower with the application form.
•

Payroll: Documentation verifying the eligible cash compensation and non-cash benefit
payments from the CP or (the APCP).

•

Non-payroll: Documentation verifying existence of the obligations/services prior to
February 15, 2020 and eligible payments from the CP.

•

If the Borrower checked only the second box on the Checklist on page 1 of the
Instructions, they need to provide the average number of FTE employees on payroll
employed by the Borrower on January 1, 2020 and at the end of the Covered Period.
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Paycheck Protection Program
Documentation Requirements (3508EZ)
Documentation that each Borrower must maintain but is not required to submit:
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Paycheck Protection Program
Documentation Requirements (3508EZ)
Additional documentation that each Borrower must maintain but is not required to submit:
•

All records relating to the Borrower’s PPP loan, including 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.
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Paycheck Protection Program
Interim Final Rule on Additional Revisions to First Interim Final Rule
(June 12, 2020)
• The first Interim Final Rule provided, among other things, that a PPP loan will not be
approved if an owner of 20% or more of the equity of the applicant has been
convicted of a felony within the last five years.
• After further consideration, the Administrator, in consultation with the Secretary of
the Treasury, has determined that:
• For felonies that involve fraud, bribery, embezzlement or a false statement in a
loan application or an application for federal financial assistance, the timeframe
remains within the last five years.
• For any other felony, the timeframe has been reduced to within one year.
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Paycheck Protection Program
Interim Final Rule on Revisions to the Third and Sixth Interim Final Rules
(June 17, 2020)
• This Interim Final Rule revises SBA interim final rules posted on April 14, 2020 and
April 28, 2020, by changing provisions to conform to the PPP Flexibility Act.
• The following amounts shall be eligible for forgiveness:
• salary, wages, and tips, up to $100,000 of annualized pay per employee (for 24weeks, a maximum of $46,154 per individual, or for 8-weeks, a maximum of
$15,385 per individual), as well as covered benefits for employees (but not
owners)…
• owner compensation replacement, calculated based on 2019 net profit as
described in Paragraph 1.b. above, with forgiveness of such amounts limited to
eight weeks’ worth (8/52) of 2019 net profit (up to $15,385) for an 8-week
covered period or 2.5 months’ worth (2.5/12) of 2019 net profit (up to $20,833)
for a 24-week covered period.
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Paycheck Protection Program
Interim Final Rule on Revisions to the Third and Sixth Interim Final Rules
(June 17, 2020)
• The Administrator, in consultation with Treasury Secretary, has determined that it is
appropriate to limit the forgiveness of owner compensation replacement for
individuals with self-employment income who file a Schedule C or F to the amounts
indicated on the prior slide, to prevent windfalls that Congress did not intend.
• For example, a borrower with one other employee would receive a maximum loan
amount equal to 5 months of payroll (2.5 months of payroll for the owner plus 2.5
months of payroll for the employee). If the owner laid off the employee and availed
itself of the safe harbor in the Flexibility Act, the owner could treat the entire
amount of the PPP loan as payroll, with the entire loan being forgiven. This would
not only result in a windfall for the owner, by providing the owner with 5 months of
payroll instead of 2.5 months, but also defeat the purpose of the CARES Act of
protecting the paycheck of the employee.
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Paycheck Protection Program
Interim Final Rule on Revisions to Loan Forgiveness Interim Final Rule and
SBA Loan Review Procedures Interim Final Rule (June 22, 2020)
• This Interim Final Rule revises the First Loan Forgiveness and the First Loan Review
interim final rules posted on May 22, 2020, by changing key provisions to conform to
the PPP Flexibility Act.
• The Interim Final Rule provides for the following:
• clarifies that the borrower may submit a loan forgiveness application any time
on or before the maturity date of the loan – including before the end of the
covered period – if the borrower has used all of the loan proceeds for which the
borrower is requesting forgiveness. The IFR indicates that if the borrower
applies for forgiveness before the end of the covered period and has reduced
any employee’s salaries or wages in excess of 25%, the borrow must account for
the excess salary reduction for the full 8 or 24-week covered period.
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Paycheck Protection Program
Interim Final Rule on Revisions to Loan Forgiveness Interim Final Rule and
SBA Loan Review Procedures Interim Final Rule (June 22, 2020)
• indicates that for borrowers that received a PPP loan before June 5, 2020 and
elect to use an 8-week covered period, the amount of loan forgiveness
requested for owner-employees and self-employed individuals’ payroll
compensation is capped at 8 weeks’ worth (8/52) of 2019 compensation, or
$15,385 per individual, whichever is less, in total across all businesses.
For all other borrowers, the amount of loan forgiveness requested for owneremployees and self-employed individuals’ payroll compensation is capped at 2.5
months’ worth (2.5/12) of 2019 compensation, or $20,833 per individual,
whichever is less, in total across all businesses.
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Paycheck Protection Program
Interim Final Rule on Revisions to Loan Forgiveness Interim Final Rule and
SBA Loan Review Procedures Interim Final Rule (June 22, 2020)
• clarifies that S-corporation owner-employees may not include employer health
insurance contributions in loan forgiveness. Schedule C or F filers are capped by
the amount of their owner compensation replacement, calculated based on
2019 net profit. General partners are capped by 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.
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Paycheck Protection Program
Interim Final Rule on Revisions to Loan Forgiveness Interim Final Rule and
SBA Loan Review Procedures Interim Final Rule (June 22, 2020)
• adds two new FTE exemptions for borrowers who, in good faith, (A) are able to
document (i) an inability to rehire individuals who were employees of the
eligible recipient on February 15, 2020 and (ii) an inability to hire similarly
qualified employees for unfilled positions on or before December 31, 2020 or
(B) are able to document an inability to return to the same level of business
activity as such business was operating at before February 15, 2020, due to
certain government regulations (directly or indirect) during the period
beginning on March 1, 2020 and ending December 31, 2020.
This IFR also includes the following:
• clarifies that the alternative payroll covered period (APCP) can also be applied
for the 24-week covered period.
• introduces an alternative loan forgiveness application form, SBA Form 3508EZ
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Paycheck Protection Program
Interim Final Rule on Additional Eligibility Revisions to First Interim Final Rule
(June 24, 2020)
• This Interim Final Rule further revises the first interim final rule posted on April 2,
2020 (as amended) by further changing the eligibility requirements related to
applicants with felony convictions as follows:
• You are ineligible for a PPP loan if, for example:
• An owner of 20% or more of the equity of the applicant is presently
incarcerated or, for any felony, presently subject to an indictment, criminal
information, arraignment or other means by which formal criminal charges are
brought in any jurisdiction; or has been convicted of, pleaded guilty or nolo
contendere to, or commenced any form of parole or probation (including
probation before judgment) for, a felony involving fraud, bribery,
embezzlement, or a false statement in a loan application or an application for
federal financial assistance within the last five years or any other felony within
the last year; or…
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Paycheck Protection Program
Interim Final Rule on Certain Eligible Payroll Costs (June 25, 2020)
• This Interim Final Rule supplements the previously posted interim final rules by
providing additional guidance on certain eligible payroll costs.
• The relationship of a crewmember described in IRC Section 3121(b)(20) and a fishing
boat owner is analogous to a joint venture or partnership for purposes of the PPP. As
a result, a fishing boat owner may include compensation reported on Box 5 of IRS
Form 1099-MISC and paid to a crewmember, up to $100,000 annualized, as a payroll
cost in its PPP loan application.
• If a fishing boat crewmember obtains his or her own PPP loan and seeks forgiveness
of that loan based in part on compensation from a particular fishing boat owner, the
fishing boat owner cannot also obtain PPP loan forgiveness based on compensation
paid to that same crewmember. This restriction applies only if the crewmember is
performing services described in IRC Section 3121(b)(20) for the particular fishing
boat owner.
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Paycheck Protection Program
Guidance on Refinance of EIDL Loans with PPP Loan Proceeds and Lender
Remittance of EIDL Refinance Proceeds to SBA (effective June 19, 2020)
• An EIDL loan may not be refinanced with a PPP Loan when the PPP Borrower
received the EIDL loan before January 31, 2020 or after April 3, 2020.
• An EIDL Loan is not required to be refinanced with a PPP Loan when the PPP
Borrower received funds from an EIDL loan from January 31, 2020 through April 3,
2020 and the PPP Borrower used the EIDL loan for purposes other than payroll costs.
• A PPP Loan must be used to refinance the full amount of the EIDL Loan when the PPP
Borrower received funds from the EIDL loan from January 31, 2020 through April 3,
2020 and the PPP Borrower used the EIDL loan funds to pay payroll costs.
• The amount of the EIDL loan to be refinanced does not include the amount of any
emergency EIDL advance received by the PPP Borrower, because the EIDL advance
does not need to be repaid.

PRESENTED BY TRONCONI SEGARRA & ASSOCIATES LLP

Paycheck Protection Program
Guidance on Refinance of EIDL Loans with PPP Loan Proceeds and Lender
Remittance of EIDL Refinance Proceeds to SBA (effective June 19, 2020)
• PPP Lenders must disburse and remit loan proceeds used to refinance an EIDL loan
directly to SBA (not to the PPP Borrower).
• If the PPP Lender has already disbursed directly to the Borrower the loan proceeds
allocated to refinance an EIDL loan, the PPP Lender is responsible for notifying the
Borrower of the amount of PPP loan proceeds that must be remitted by the
Borrower to SBA.
• Borrowers and Lenders must electronically remit EIDL refinance payments to SBA
using the U.S. Treasury website Pay.gov https://pay.gov/public/form/start/3723407
and completing the SBA Form 1201, Borrower Payments Form.
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Paycheck Protection Program
Press Releases (June 19, 2020)
• SBA and Treasury have agreed with the bipartisan leaders of the U.S. Senate Small
Business Committee to make public additional data regarding the paycheck
protection program.
• SBA will disclose the business names, addresses, NAICS codes, zip codes, business
type, demographic data, non-profit information, jobs supported and loan amount
ranges* for borrowers with loans ranging from $150,000 up to $10 million.
• These categories account for nearly 75% of the loan dollars approved.
• For loans below $150,000, totals will be released, aggregated by zip code, by
industry, by business type and by various demographic categories.

* Ranges are: $150-300,000; $350,000-$1 million; $1-2 million; $2-5 million; $5-10 million
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Paycheck Protection Program
Press Releases (June 19, 2020)
• SBA announced the launch of a dedicated online tool for small businesses and nonprofits to be matched with Community Development Financial Institutions (CDFIs),
Minority Depository Institutions (MDIs), Certified Development Companies (CDCs),
Farm Credit System lenders, Microlenders, as well as traditional smaller asset size
lenders in the paycheck protection program.
• SBA’s Lender Match is an additional resource for pandemic-affected small businesses
who have not applied for or received an approved PPP loan to connect with lenders.
• Within two business days after entering their information into the Lender Match
platform, a borrower will receive emails from lenders who have been matched with
them. The borrower can see lenders’ requests for them to begin an application.
• June 30, 2020 is the PPP loan application deadline.
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Paycheck Protection Program
Prioritized Paycheck Protection Program (P4) Act
• Introduced in the U.S. Senate on June 18. (A companion bill was also introduced in
the U.S. House of Representatives)
• The legislation takes unused PPP funds and allows smaller PPP recipients, with
significant losses due to COVID-19, to receive a second PPP loan. The borrowers must
be self-employed or have 100 or fewer employees and suffered more than a 50% loss
in revenues compared to a quarter in the previous year or another relevant period.
They must have exhausted, or be on pace to exhaust, their first PPP loan and certify
they need the funding to support ongoing operations for payroll and eligible
nonpayroll costs.
• Publicly traded firms are ineligible for a second PPP loan.
• Reserves the lesser of $25 billion or 20% of PPP funds, both of unobligated amounts
or future PPP funding, for applicants who have 10 or fewer employees.
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Economic Injury Disaster Loans (EIDL)
Summary of Nationwide SBA EIDL Loan Approvals
(as of June 20, 2020)
Approved Loans
Total

1,775,539

Approved Dollars
$113,307,061,331

•

In addition, SBA has disbursed 3,740,346 Emergency EIDL Advances totaling $12,314,661,000
thru June 20, 2020. ($1,000 per employee (up to $10,000))

•

On June 15, SBA resumed accepting EIDL applications from qualified small businesses as well as
U.S. agricultural enterprises.

•

Loans originally capped at $2 million; currently $150,000

•

EIDL Loan funds must be used for payroll, rent, mortgage payments and other business
obligations that would have been met had the disaster not occurred.
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Main Street Lending Program
On June 8, the Federal Reserve Board expanded the Main Street Lending Program to allow more
small and medium-sized businesses to be able to receive support, by making the following changes:
•
•
•
•
•

Lowering the minimum loan size for certain loans to $250,000 from $500,000;
Increasing the maximum loan size for all facilities;
Increasing the term of each loan option to five years, from four years;
Extending the repayment period for all loans by delaying principal payments for two years,
rather than one; and
Raising the Reserve Bank’s participation to 95% for all loans.

•

On June 15, the program opened for lender registration. The Federal Reserve is currently
working to create the infrastructure necessary to fully operationalize the Program.

•

On June 15, The Federal Reserve announced it will be seeking public feedback on a proposal to
expand the Main Street program to include loans to small and medium-sized nonprofits that
were in sound financial condition before the Coronavirus pandemic.

•

The necessary legal forms and agreements for eligible borrowers to participate in the MSNLF,
MSELF, or MSPLF can be found on the Federal Reserve Bank of Boston’s Main Street Lending
Program Forms and Agreements website here.
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Main Street Lending Program
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Visit our Main Street Lending Program webpage for additional information resources.
https://www.tsacpa.com/coronavirus-covid-19-resource-center/main-street-lending-program/

PPP

EIDL

Eligibility
Small businesses,
certain nonprofits or
tribal business with
less than 500
employees or that
meet SBA size
standards, sole
proprietors,
independent
contractors, selfemployed individuals

Eligibility
Small businesses &
nonprofits that are
suffering “substantial
economic injury” as a
result of COVID-19

Terms
Loans are forgivable if
used for at least 60%
payroll costs and upto-40% eligible nonpayroll costs during
up-to-24 week
covered period
Benefit
2.5x average monthly
payroll up to $10M
Restrictions
Forgiveness subject to
FTE employee & salary
reductions
Amounts not forgiven
convert to 2 or 5 year
term loans with 1%
interest

•
•
•

•

Terms
Loans capped at
$150K
Up-to-30 year term
Interest of 3.75%
for businesses;
2.75% for NFPs
First payment
deferred one year

Benefit
Loans may be used to
pay debts, payroll,
accounts payable &
other bills that can’t
be paid because of the
disaster’s impact, that
are not already
covered by a PPP loan
May request an EIDL
Advance of up to
$10,000 ($1,000 per
employee) that does
not have to be repaid
even if loan is not
approved

SBA Loan
Programs

Main Street
Lending

Employee
Retention Credit

Payroll Tax
Deferral

Programs
SBA loan programs
include:
Basic 7(a) loans
(standard, small loans,
SBA Express, SBA
Express Bridge Loan,
SBA Veteran’s
Advantage), 504 loans,
Microloans

Eligibility
Businesses with up to
15,000 employees or
up to $5 billion in 2019
annual revenue and
significant operations
or majority of
employees in the U.S.

Eligibility
Eligible businesses
that fully or partially
suspended operations
due to gov’t COVID-19
order or experienced
significant decline (at
least 50%) in gross
receipts compared to
same quarter in 2019

Eligibility
All businesses
regardless of their size
(Incl. self-employed
individuals)

Terms
Loan amounts &
repayment terms vary
depending on loan
type (see SBA website
or eligible lender for
more info.)
Benefit
SBA will pay 6 months
of principal, interest &
any associated fees
related to new 7(a),
504, and Microloans
disbursed prior to
9/27/20

•
•
•

Terms
5-year loan term
Interest of LIBOR +
300 basis points
Principal payments
deferred for 2
years & interest
payments deferred
for 1 year
Loan Amount
MSNLF min. $250K
MSPLF min. $250K
MSELF min. $10M
Restrictions
Loans are not
forgivable
Make commercially
reasonable effort to
maintain payroll &
employees

Benefit
Fully refundable tax
credit equal to 50% of
qualified wages (up- to
$10,000 per
employee)
Restrictions
Under 100 employees:
Wages paid to any
employee
Over 100 employees:
Only wages paid to
employees not
providing services

Benefit
Defer payment of the
employer share (6.2%)
of Social Security tax
from 3/27/20 thru
12/31/20
Repayment
Deferred amount paid
in two equal
installments:
50% by 12/31/21
50% by 12/31/22
Restrictions
PPP Flexibility Act now
allows borrowers to
continue deferring
Social Security tax after
PPP loan is forgiven

A business cannot
receive a PPP loan &
use Employee
Retention Credit

Other covenants &PRESENTED
restrictions apply
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Questions & Answers
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Contact us…
If you have additional questions:
• Visit our COVID-19 Resource Center
https://www.tsacpa.com/coronavirus-covid-19-resource-center/
• Email our Response Team
covid19team@tsacpa.com
• CONTACT US
Use the CONTACT US box at the bottom of the webpage to send your
questions directly to our Response Team. We will try to respond within 24
hours.
• Follow Tronconi Segarra & Associates LLP on
COVID-19 developments.

for updates on the latest
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tsacpa.com
This publication has been prepared for general guidance on matters of interest only; it does not constitute
professional advice. You should not act upon the information contained in this publication without obtaining
specific professional advice. No representation or warranty (express or implied) is given as to the accuracy of
completeness of the information contained in this publication; and, to the extent permitted by law, Tronconi
Segarra & Associates LLP, its members, employees and agents do not accept or assume any liability,
responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance
on the information contained in this website or for any decision based on it.
Copyright 2020 Tronconi Segarra & Associates. All rights reserved.
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