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Objective

• Provide practical guidance on completing the 
Paycheck Protection Program Loan Forgiveness 
Application



www.cpabr.com | 3

Agenda

• Updates since April 23rd (last presentation)
• What does applying for loan forgiveness look like?
• Review of questions answered by the application 
• Review of questions that are still unanswered 
• Review of a Case Study of Forgiveness Calculation 
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Updates Since April 23, 2020

• 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
• 10 additional IFRs have been issued
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Friday, May 15, 2020

• SBA Releases SBA Form 3508
• Paycheck Protection Program -

Loan Forgiveness Application
• As expected, answers some questions, raises others
• Indicates more guidance to come this week
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SBA Form 3508 – 11 Pages

• 5 Pages of instructions 
• 4 Pages of forms to complete
• 1 Page of certifications – will need to sign
• 1 Page relating to the documentation you will need 

to submit
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What are the 4 Forms?

• I - Page 3 - PPP Loan Forgiveness Calculation Form
• II - Page 6 – PPP Schedule A 

• III - Page 9 – PPP Schedule A Worksheet 
• TABLE 1 - employees in covered period -

< $100K in 2019
• TABLE 2 – employees in covered period -

> $100K in 2019
• FTE Reduction Safe Harbor

• IV - Page 11 – Demographic Info Form (Optional) 

• NEED TO WORK BACKWARDS TO COMPLETE THE 
APPLICATION
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Demographic Info Form – (Page 11)

8
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Documentation – Submit (Page 10)
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Documentation – Maintain (Page 10)
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Incurred and Paid

• ALTERNATIVE PAYROLL COVERED PERIOD
• For payroll cost purposes, rather than your 56 days 

starting on the day you received your loan 
proceeds, you can opt to have your 56 days start 
on the first day of your first pay period following 
the date you received your loan proceeds

• Applies to weekly and bi-weekly only – not semi-
monthly or monthly
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• Recurring item exception provided
• As long as incurred during covered period and paid 

on normal due date, will be eligible for forgiveness 
even if payment is after the covered period ends

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

Incurred and Paid (continued)
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Schedule A Worksheets (Page 9)

Has 3 sections:
• Table 1 for employees who were paid in the 8 weeks 

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

and made more than $100K annualized in 2019, 
• FTE Reduction Safe Harbor Calculation
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Schedule A Worksheet – Table 1 (Page 9)
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Completing Table 1

• What is included on Table 1?
• Employee Name
• Employee Identifier (Last 4 of SSN)
• Cash Compensation
• Average FTE
• FTE Reduction Exception
• Salary/Hourly Wage Reduction 
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Schedule A Worksheet – Table 1 (Page 9)
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Cash Compensation

• Gross Salary, Wages, Tips, Commissions
• Paid leave excluding FFCRA Leave
• Allowance for Dismissal or Separation
• Max of $15,385
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Schedule A Worksheet – Table 1 (Page 9)
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Average FTE

• Avg # of hours paid per week
• Divide by 40
• Round to the nearest tenth
• Capped at 1.0
• Simplified Method –

• 40 or more = 1.0
• Less than 40 = 0.5

• Several exceptions apply
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Schedule A Worksheet – Table 1 (Page 9)
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FTE Reduction Exceptions

The following situations occurring in the 8-week 
period will not reduce your FTE count:
• Made a good-faith, written offer to rehire and 

employee declined
• Fired for Cause
• Voluntarily Resigned
• Voluntarily Reduce Hours

BUT ONLY IF NOT REPLACED BY ANOTHER EMPLOYEE
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FTE Reduction Safe Harbor (Page 9) –
Re-hire Provision
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Step 1 Avg FTE Feb 15 to Apr 26 30 35 30 30

Step 2 Avg FTE Feb 15 30 30 35 35

Step 3 Is Step 2 > Step 1? NO – Not 
Eligible

NO – Not 
Eligible

YES -
Eligible

YES –
Eligible

Step 4 Total FTE Jun 30 34 35

Step 5 Is Step 4 >= Step 2 Failed Passed

FTE Reduction Safe Harbor (Page 9) –
Re-hire Provision
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Schedule A Worksheet – Table 1 (Page 9)
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Salary/Hourly Wage Reduction

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

• Paid in applicable 8-week period AND
• Made <= $100,000 in 2019 (as defined)

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

• Salary and Wage Safe Harbor does NOT apply – i.e. 
the re-hire provision
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Salary/Hourly Wage Reduction 
Safe Harbor

Determine employee’s average annual salary or hourly 
wage for the following periods:
A - As of Feb 15, 2020
B - From Feb 15, 2020 through Apr 26, 2020
C - As of Jun 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



www.cpabr.com | 27

Hourly Wage Reduction Calculation -
Example

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 $- ($3) ($5)

8 week reduction N/A N/A ($720) ($1,200)
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Salary Wage Reduction Calculation -
Example

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 N/A N/A ($2,000) ($2,000)
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Schedule A Worksheet – Table 2 (Page 9)
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Completing Table 2

• What is included on Table 2?
• Employee Name
• Employee Identifier (Last 4 of SSN)
• Cash Compensation
• Average FTE

• What is not included on Table 2? 
• Salary/Hourly Wage Reduction
• FTE Reduction Exception
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Schedule A Worksheet – Table 2 (Page 9)
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Table 3 (Sort of)

• There is no formal Table 3
• Owners are not included in Table 1 or Table 2
• Required to list owners if more than 1
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PPP Schedule A (Page 6)

33

Presenter
Presentation Notes
Schedule Cs that incurred a loss in 2019 are not eligible for a PPP loan.
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PPP Schedule A (Page 6) (continued)

Presenter
Presentation Notes
Schedule Cs that incurred a loss in 2019 are not eligible for a PPP loan.
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Completing PPP Schedule A

• Lines 1 – 5 – Enter Amounts from Sch A Worksheet
• Line 6 – Employer Portion of Health Ins 

• Includes employer contributions to self-insured 
plan

• Line 7 – Employer Contribution to Retirement Plan
• Line 8  - Employer Payment of State and Local Taxes
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Completing PPP Schedule A (continued)

Line 9 – Owner Compensation
• Does this include S corps and C corps? 
• Appears that Line 6-8 should exclude owners
• Limited to lower of: 

• $15,385 
OR

• 8-week equivalent of applicable compensation 
in 2019
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Completing PPP Schedule A (continued)

• Line 10 – Math
• In Between Line 10 and Line 11 – Additional FTE 

Safe Harbor (might save some calculations)
• Line 11 – FTEs from either 2/15/19 to 6/30/19 or 

1/1/20 – 2/29/20
• Line 12 – Math
• Line 13 – Math OR 1.0 if Safe Harbor is met
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PPP Loan Forgiveness Calculation Form 
(Page 3)

Presenter
Presentation Notes
Schedule Cs that incurred a loss in 2019 are not eligible for a PPP loan.
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Completing PPP Loan Forgiveness 
Calculation Form

• Top Half of Page – Name, Address, Loan Numbers, etc.
• Employees at Time of Forgiveness Application –

• Total Number of Employees – Not FTE
• Not sure why they need this information?

• EIDL Advance – will be deducted from forgiveness
• $2,000,000 Safe Harbor – need to understand 

affiliates
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Completing PPP Loan Forgiveness 
Calculation Form

BORROWERS: A B C

FORD $2,500,000 $1,000,000 $750,000

CHEVROLET $1,250,000 $1,000,000 $750,000

USED CAR LOT $150,000 $150,000 $150,000

BODY SHOP $200,000 $150,000 $150,000

TOTAL $4,100,000 $2,300,000 $1,800,000

Who needs to check the box:

A – FORD, USED CAR LOT and BODY SHOP
B – USED CAR LOT and BODY SHOP
C – Nobody
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PPP Loan Forgiveness Calculation Form 
(Page 3)(continued)

Presenter
Presentation Notes
Schedule Cs that incurred a loss in 2019 are not eligible for a PPP loan.
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Completing PPP Loan Forgiveness 
Calculation Form (continued)

• Line 1, 5, 7 – Comes from Schedule A
• Line 2 – Business Mortgage Interest Payments 

• No new guidance provided
• Line 3 – Business Rent or Lease Payments

• Real or Personal Property
• Line 4 – Business Utility Payments

• No new guidance provided
• Line 6, 8, 10, 11 – Math
• Line 9 – PPP Loan Amount
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Completing Loan Forgiveness 
Application (Page 4)

• Need to review, initial and sign various 
certifications

• Similar to certifications made when applying

This is only part of Pg 4 – it is a full page in length
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Questions Answered

• Does rent include both real property and personal property? 

• Are there any recurring item exceptions to the “incurred and paid” concept 
for costs? 

• Does vacation/sick pay count towards $100,000 per employee limit? 

• In what order and to what amounts do you apply the various forgiveness 
reduction rules?

• What is the definition of a Full-Time Equivalent (FTE)? 

• Does the “most recent full quarter” mean Q1 2020 for all employees? Or 
only those that were not furloughed in March? 

• For the wage reduction test, is the Q1 2020 wage intended to be pro-rated 
to the 8-week equivalent?

• For the wage reduction test, how do you handle an employee who does 
not return for non COVID reasons? 

Presenter
Presentation Notes
Note: the $100,000 limitation for this paragraph is annualized per pay period during 2019. If an employee goes over $100,000 annualized during any pay period due to a bonus or for any other reason, they are not counted as an employee in this calculation. Note: need regulations for 25% comparison. What happens with technicians and salespeople that have variable comp? Of course these are going to be significantly lower. 
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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? 

• 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?
• Future changes? 
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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 projected for 
upcoming periods
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Excel Workbook Case Study
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Questions?

Daniel P. Thompson, CPA 

dthompson@cpabr.com

Jay A. Goldman, CPA

jgoldman@cpabr.com
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