
PPP LOAN FORGIVENESS 
UPDATE…WE’RE 
GETTING CLOSER
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OBJECTIVES FOR TODAY

• Update re: PPP Loan Program

• Introduction to the SBAs PPP Loan Forgiveness 
Application

• Review New Concepts and Understanding

• Update re: PPP Loan Forgiveness Workbook
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PPP LOANS – CURRENT STATUS
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WHAT’S HAPPENING? 
A LOT! BUT NOT ENOUGH!
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• FAQs 31 – 48 have been issued
• FAQ 31, 37, 43, 46, 47 – Good Faith Certification
• FAQ 38 – Acquired business after 2/15
• FAQ 39 - $2,000,000 rule
• FAQ 40 – Employee declines offer
• FAQ 45 – Employee Retention Credit

• IRS Comments on Taxation

• Inspector General’s Report

• 13 IFRs have been issued (most recent last 
night)



THE PPP LOAN FORGIVENESS 
APPLICATION

Consists of the following:

1. The PPP Loan Forgiveness Calculation Form

2. PPP Schedule A

3. The PPP Schedule A Worksheet

4. The (optional) PPP Borrowers Demographic 
Information Form

NOTE: All borrowers MUST submit 1 and 2 to their 
lender
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NEW PROVISION



Alternative Payroll Covered Period (APCP)
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• Better aligns payroll with covered period

• Few exceptions where you wouldn’t do this

INCURRED AND PAID



INCURRED AND PAID

• Recurring Item Exception Provided
• As long as incurred during covered period (or APCP for 

payroll costs) and paid on normal due date, will be 
eligible for forgiveness even if payment is after the 
covered period (or APCP for payroll costs) ends

• Does this allow for more than 8 weeks/56 days?
• Some are saying yes – we are not so sure
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Remember this?!
.

- SBA FAQ #31, #37, and #39
- REMEMBER…If a Franchise Indicator Code (FIC), then

DO NOT CHECK THIS BOX!!!
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BOTTOM HALF OF LOAN FORGIVENESS 
APPLICATION 



SCHEDULE A
Has 5 Parts:
• Table 1 for employees who 

were paid in the 8 weeks 
and made less than or 
equal to $100K annualized 
in 2019, 

• Table 2 for employees who 
were paid in the 8 weeks 
and made greater than 
$100K annualized in 2019, 

• Non-Cash Compensation,
• Compensation to owners, 

and
• FTE Reduction Safe Harbor 

Calculation
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SCHEDULE A WORKSHEET – TABLE 1



CASH COMPENSATION
INCLUDES

- Gross salary, wages, tips and Commissions

- Paid leave
- Vacation
- Family, medical or sick leave (NOT including Families 

First leave)

- Allowances for dismissal or separation

NOTE: Not to exceed $100,000 or $15,385 for the 
Covered Period
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SCHEDULE A WORKSHEET – TABLE 1
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AVERAGE FTE

• BASIC FORMULA

Average number of hours 
paid per week, divide by 
40 and round to the 
nearest 10th

Cannot exceed 1.0 per 
employee

• SIMPLIFIED METHOD

Average number of hours 
paid per week. Greater 
than 40 = 1.0 FTE, Less 
than 40 = .5 FTE
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Schedule A – Table 2
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NOTICE NO 
COLUMN FOR 
REDUCTION IN 
LOAN 
FORGIVENESS

NOTICE NO 
ROW FOR FTE 
REDUCTION 
EXCEPTION
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NONCASH PAYROLL COSTS

• Line 6 – Employer contributions for group health 
plans, including self-insured plans

• Line 7 – Employer contributions to employee 
retirement plans

• Line 8 – Employer paid State Unemployment Tax
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COMPENSATION OF OWNERS

• Accumulate the same information in Table 2 for 
Owners

• Who’s included?
• Owner-Employees

• Self-Employed Individuals

• General Partners

• S-Corp or C-Corp owners?

• Max compensation is $15,385 or average 2019 
compensation for 8-weeks, whichever is lower
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STEPS COMPLETED
Compensation information 
and FTE information 

- employees making less 
than $100,000 annually,

- those employees that 
made in excess of 
$100,000 for any pay 
period in 2019, and

- owner-employees

Noncash payroll costs

FTE Calculations on Table 1 
and 2

Copyright 2020 Albin, Randall & Bennett 21



REDUCTIONS IN FORGIVENESS

TWO TESTS:

1. FTE Reduction – Did you keep your people 
employed? 

2. Salary/Hourly Wage Reduction – Did you pay your 
people?
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FTE REDUCTION
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New safe-harbor –
if haven’t reduced 
# of employees 
average paid hours 
of employees 
between 1/1/2020 
and the covered 
period, then STOP 
HERE



BASELINE FTE REDUCTION
• Did you reduce your average FTEs during the 

covered period compared to pre-covid 19 levels? If 
yes, then potential reduction in forgiveness. 

CALCULATION

• STEP 1 – Pre-Covid 19 (Line 11 of Schedule A)
• Calculate average FTEs for the period 2/15/2019 –

6/30/2019
• Calculate average FTEs for the period 1/1/2020 –

2/29/2020
• Choose the lesser of the two
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SCHEDULE A WORKSHEET – TABLES 1 
AND 2
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• STEP 2 – 8-week Period (Line 2, 5 and 12 of Schedule A)
• Table 1 FTEs – Line 2
• Table 2 FTEs – Line 5
• Total FTEs – Line 12



FTE REDUCTION EXCEPTIONS
1. Written offer to rehire an employee during the Covered 

Period or APCP that was rejected 

2. Any employee during Covered Period or APCP:

a. Terminated for cause

b. Voluntarily resigned

c. Voluntarily requested and received reduction in 
hours

TOTAL THESE EMPLOYEES AND ADD TO FTEs 

NOTE: Only if they weren’t replaced with another hire
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FTE REDUCTION SAFE-HARBOR 
(REHIRE PROVISION)
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FTE REDUCTION SAFE-HARBOR 
(REHIRE PROVISION)
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• Applying the safe-harbor/rehire provisions

STEP 1 FTEs 2/15 30 30 35 35

STEP 2 Avg FTEs 2/15 – 4/26 30 35 30 30

STEP 3 Step 2 < Step 1? NO NO YES YES

STEP 4 FTEs 6/30 N/A N/A 34 35

STEP 5 Step 4 >= Step 1? N/A N/A FAILED PASSED



SALARY/HOURLY WAGE 
REDUCTION
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SALARY/HOURLY WAGE REDUCTION
• Did you reduce rate of pay during the covered 

period compared to first quarter of 2020? If yes, 
then potential reduction in forgiveness.

• Applies only if all of the following occur:
• Employee is included in Table 1

• Paid during the applicable 8-week 
period AND

• Paid <=$100,000 during 2019, as 
defined

• Employee’s rate of pay was reduced by more than 25% in 
the applicable 8-week period compared to Q1 2020

• Salary and Wage Safe Harbor does not apply

NOTE: Must be completed for EACH INDIVIDUAL employee
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REDUCTON EXAMPLE – HOURLY 
PAID EMPLOYEE
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First 
Quarter

Hourly Wage $20 $20 $15 $12 $10

Avg Hours Worked per Pay Period 30 35 35 35 20

75% Min Hourly Rate Required $15 $15 $15 $15 $15

Over/(Short) $5 $0 ($3) ($5)

8 week reduction $0 $0 ($720) ($1,200)



REDUCTION EXAMPLE – SALARY 
PAID EMPLOYEE
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First 
Quarter

Total Compensation $13,000 $8,000 $6,000 $4,000 $2,000

Weeks Worked 13 8 8 8 4

Weekly Salary $1,000 $1,000 $750 $500 $500

75% Min Weekly Salary $750 $750 $750 $750 $750

Over/(Short) $250 $0 ($250) ($250)

8 week reduction $0 $0 ($2,000) ($2,000)



Determine employee’s average annual salary or hourly 
wage for the following periods:

A - As of 2/15/2020

B - From 2/15/2020 through 4/26/2020

C - As of 6/30/2020

If A <= B, stop – this employee is not eligible

If A > B, compare A to C

If C >= A, safe harbor applies, no reduction in forgiveness

If C < A, safe harbor does not apply

Copyright 2020 Albin, Randall & Bennett 35

SALARY/HOURLY WAGE REDUCTION 
SAFE HARBOR (REHIRE PROVISION)
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STEPS COMPLETED

math

math



LOAN FORGIVENESS APPLICATION
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NON-PAYROLL COSTS
• Covered mortgage obligations

• Debt secured by real property

• Debt secured by other property
• Floorplan interest

• Inventory in place before 2/15/2020

• Other

• Covered rent or lease obligations 
• Related party leases

• Other leases (ie: office equipment, company vehicles)

• Covered utility payments
• Transportation
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LOAN FORGIVENESS APPLICATION

Ordering of 
Reductions:
1. Salary/hourly 

wage reduction
2. FTE reduction
3. 75% 

requirement

Significant because 
depending on the 
order you could 
have a very 
different result.
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LOAN CERTIFICATION

• Signed by authorized 
representative

• Funds used properly

• True and accurate 
documents submitted

• Understand 
additional documents 
may be requested

• Required information 
submitted



LIST OF DOCUMENTS TO SUBMIT/RETAIN
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DEMOGRAPHIC INFORMATION
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QUESTIONS UNANSWERED
• Does floorplan interest count as “mortgage” interest? 

• Is floorplan interest on a car by car basis (Feb 15)? 

• The definition of utilities includes “transportation”. What is that? 

• Do I have to spend 75% of the total loan proceeds on payroll costs? 
What happens if I don’t?

• Is it really tax-free income or does the loan generate non-deductible 
expenses? 

• Is the 8-week period going to get extended?

• Do the other SBA 7(a) loan allowable costs qualify? 

• What amount converts to term loan? 

• Loan Proceeds less Forgiven 

OR

• Allowable Costs less Forgiven
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NEW QUESTIONS RAISED

• Does “owner-employee” include corporate 
shareholders? 

• Do attribution rules apply to owners? 

• Are owner benefits forgivable? 

• FTE Safe Harbor – As of June 30 vs. Not Later Than 
June 30

• Incurred OR Paid – More than 8 weeks? 

• Restrictions on FTE or Wage After 8 weeks? After 
June 30?

Copyright 2020 Albin, Randall & Bennett 44



EXCEL WORKBOOK – UPGRADES

• Application requires a lot of data from a lot of different 
time periods

• Added printable SBA Forms and Tables 

• Added option to elect Alternative Payroll Covered 
Period

• Added input for general info needed for SBA Forms

• Step 1-
• Added info needed for both FTE Safe Harbor Calcs
• Revised FTE Inputs to be 40 hours
• Revised FTE Inputs to use 0.5 FTE simplified method
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EXCEL WORKBOOK – UPGRADES 
(CONTINUED)

• Step 2 –

• Revised Q1 2020 input to gather data needed for safe harbor 
questions and salary/hourly wage reduction tests

• Added additional employee questions needed to determine 
owners and eligibility for safe harbors and exceptions

• Removed columns and data that are no longer needed

• Step 3 –

• All covered period employee comp moved to Step 3. Enter 
actual for completed periods and forecasted for upcoming 
periods
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EXCEL WORKBOOK DOWNLOAD
www.arbcpa.com
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QUESTIONS?

Barton D. Haag, CPA
bhaag@arbcpa.com

207-518-6803

Matthew J. Pore, CPA
mpore@arbcpa.com

207-772-1981

Holly D. Ferguson, CPA
hferguson@arbcpa.com

207-772-1981

ARBCPA.COM
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mailto:hferguson@arbcpa.com
https://www.arbcpa.com/

