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Today’s Agenda

e What “Forgivable Costs” and “Payroll Costs” can be
included

e Factors that can reduce forgivable amounts and the “safe
harbors” that eliminate the penalties

* Introduce new application and review New Form 3508S
e Loan forgiveness timeline and the review process

e Recap of the Prestige PPP Forgiveness Reports

Webinar Forum
s All participants are muted.

** Please type questions in
the side navigation panel
and we will try to address
most questions during
todays session.

s Today’s presentation will
be posted online at
prestigepeo.com/blogs/
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What Costs are Forgivable?

forgivable, but for full forgiveness, at least 60% of loan proceeds must have

I
1 .
I REMEMBER: Both “Payroll Costs” and certain “Nonpayroll Costs” are
1
1
: been spent on “Payroll Costs”

1



*® PrestigePEO

Eligible “Payroll Costs”
e Compensation to employees as salary, wages, commissions

e (Cash tips or the equivalent

: . Don’t forget about
e Payment for vacation or sick leave &

paid/incurred rules

e Separation/Dismissal payments
e Payment for health and retirement benefits
e Payment of state and local taxes assessed on employee comp

* Payment to employees outside the USA

* Federal employment taxes imposed or withheld

e Qualified sick and family leave wages under FFCRA
* Wages paid under SDI or PFML insurance
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What Reduces the Forgivable Amount

e Areduction in the full-time equivalent
employees during the Covered Period,
relative to the chosen “look-back period”

Forgivable
Amount

e A greater than 25% reduction in employee
salary/wage rate during the covered
period, relative to the period 1/1/20-
3/31/20 for employees making <$100,000
in 2019 or new hires in 2020
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Determining Whether There Has Been An FTE Reduction

Step 1 (Sched A Line 12)

Step 2 (Sched A Line 11)

Step 3 (Sched A Line 13)

Business calculates an “Average FTE Score” for each employee during

Covered Period
Calculate average number of hours paid per week, divide by 40

Business calculates an “Average FTE Score” for each employee during

the “look-back” periods
Look-back period is either Feb. 15, 2019-June30, 2019 or Jan. 1-Feb 29, 2020

Divide “Step 1” number by “Step 2” number
If less than 1.0 a reduction could apply
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When performing Step 1 calculation, the business can include:

e Positions for which business made a good-faith, written offer to restore any reduction in hours,
at same salary or wages during covered period and employee rejected offer

e Business was unable to hire similarly qualified employees for unfilled positions
 Any employees fired for cause during the Covered Period
 Any employees who voluntarily resigned during the Covered Period

 Any employees who voluntarily requested and received a reduction of hours

Note: This helps you “pass the test” described on the previous slide, but does not guarantee there is

no reduction due to FTE reduction
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If either of the following apply, then there is no reduction to loan forgiveness based
on a reduction in FTE employee levels:

1. Business can document in good faith that it was unable to operate between Feb. 15, 2020 and the
end of the Covered Period at the same level of business activity due to compliance with guidance
issued by HHS/CDC/OHSA related to maintenance of standards for sanitation, social distancing, or
other safety requirement related to Covid-19.

OR

2. Business reduced its FTEs during the period between Feb 15, 2020 and April 26, 2020 and then
restores its FTE’s by no later than December 31, 2020 to the levels in its pay period that included
February 15, 2020.

NOTE- If either of the above apply, the business “passes” the FTE reduction test automatically!
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Step 1 Take the employee’s annual salary/wage as of Feb. 15, 2020.

Is the employee’s average annual salary/wage between Feb. 15 and April
26, 2020 less than Step 1.

Step 2

If the answer to Step 2 is “yes” then continue to Step 4. If “no” safe
harbor does not apply.

Step 3

Is the employee’s average annual salary/wage as of the earlier of Dec. 31,
2020 or date of forgiveness application is submitted greater than Step 1?

If the answer to Step 4 is “yes” then the safe harbor applies, and the
employee is not considered to have a salary/wage reduction.

=)
=)
)
)
)
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e Released by Treasury/SBA on June 17, 2020.

 Generally allows borrowers in one of three categories to avoid the listing of
employees, compensation, FTE scores, etc. on the application.

 (Can be used by borrowers that fall into one of the following categories:

o Self-employed individuals/sole proprietors with no employees at application for PPP Loan
and did not include employee salaries in the payroll costs on forgiveness application.

* Employers that did not reduce salary/wage rates by 25% for employees under $100,000
annual pay AND did not reduce the number of employees or average hours of employees
between Jan 1, 2020 and the end of the covered period.

* Employers that did not reduce salary/wage rates by 25% for employees under $100,000,
AND were unable to operate at the same level of business activity as before Feb. 15, 2020
due to Covid-19).
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Loan Forgiveness Application “EZ”

Covered Period:

Alternative Payroll Covered Period, if appli

Paycheck Protection Program OMB Contrel No, 3245-04

<3 FPP Loan Forgivenes: Application Form 350SEZ Expiration date: 1

‘Busine: Logal Name Borrowsr™) DIBA s Tradenumse, o sppleable
BA Loan Numl Lender oan Number:
PPPLoamAmeunt: ______ FPPLoan Diate
‘imse of Loan mplovee: at Time of Forgivemess Application:

EIDL Advance Amount: EIDL Number:
Payroll Schedule: The frequency with which payroll is paid to emplovess ix

Z Weekly O Biweekly (every other wesk) O Twice a month Z Monthly O Other

Line 2. Business Mortgage Interest Payments:
Lige 3. Busness Rext or Lease Payments
Line 4. Businass Utility Paymests:

Potetial Forgivensss Amounts
Line 5. Add the amounts on lines 1, 2, 3, and 4:

Lize &, PPP Loan Amount
Lizne 7. Payroll Cost 60% Requirement (divide Line 1 by 0.60):

Forgiveness Amount

If Borrewer (together with affiliates, if applicable) receved FPF loans in excess of $2 million, check here: —

No FTE scores!

No Sa
No Sc
No Sc

ary/Hourly Wage Reductions!

nedule Al

nedule A Worksheet!

No listing of employees!

No listing of employee
compensation!



*® PrestigePEO

e Released by Treasury/SBA on October 8, 2020

e Can be used if the total PPP loan amount received by the borrower was $50,000
or less

* However, if the borrower and its affiliates received PPP loans totaling $S2 million or
more, cannot use this form even if borrower’s loan was < $50,000

e Rule issued at same time as application provides that PPP borrowers of
$50,000 or less are exempted from any reductions in forgiveness based on:
e Reductions in FTE employees; and
e Reductions in employee salary and wages
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New Loan Forgiveness Application 3508S

Paycheck Protection Prosram CHE Comtred Mo 32408407
PPF Loss Forghesess Applicsiien Form 35085 Expirution dut: HOL0S

A BOREOWER MAY USE THIS FORM ONLY IF THE BORROWER RECEIVED A PFF LOAN OF $55.008 R LESS.
A Barrower ihal. degeiber with it affiliabe, rocchved PP leam iotaling 32 millies sr groster cannel use ihis form.

[Ty S VRN o T i £ il e

— e e Exempt from FTE reductions

SEA FPF Losn Member: Lender PPP Loss Number:

FFP Loan &mammi: FFP Loas Diskursermsoni Thaie:

e e Exempt from Salary/Hourly Wage

EIDL Advascs A i EIDL Applicatios Number:

Farphenos Amusk

—_— °
Ey Signing Below, You Maks the Fellowin resentations and Cortifications v Brhall of the Berrower:
The Autharrized] Rcpresmtative of he Bermmwer axtifics 1o @l of the below by Inditallng nee o cah o e uC IO l IS
The doller ermsend o which forgivenco is reguesed docs sal excoed the princapal smounl of the PP o el

v ] Lo pury oonita bl e cligibie G forgvencss {puyrel] oot lo relsin aogloyes:, busnoo sorgge mieesl

puvmcnls; b nes poel or oo parymeniy; or Bexincn ulisly peymesls);

il udes puryrrol] cost ocpaal kol lessl 607 of the: Sorgivenom armoent,

i w 2&weock Coweral Pernod spplics, doo nil cwoad 15 montha” wortk off 2019 compeesation fir sy owner-

T T A L e * Not required to show calculations used

I enderatand tha i the fonds wors bnowingly s fin csthorizod paposs, the ol p may P ey uf
o smmousts andhr sivil ur crimizal Fusd <hege

T et e et e to determine forgiveness amount

I huavs sndbarsticad b the Lemsler (he mogeind decamentation vaifying il anis, the sisioes of ubligdsons sl arvics (o
wpelicabic) prior o Fotreary 13, 2000, mnd cligibic bhusnso ety islos proymos, budnss rel o oo peymos, wd
trrenco wilily et

The infirmalioe providad i this spplraton el e isfirmmtaoe provided i@ ol appoiisg decusents md s i ree
snd correct in alll malerial repects. | underalond that kserwingly makmng a fulse sstemest 1o ohisin forgivencs of am SEA-
pumreniend koan in punishable usder e bw, mcluding 13 T5C 1001 el 3571 by impracasent of ool morne thas Evwe yor
sndior & fine of up ko 250000, usdsr 15 T80 645 by emprissesmen] of sol more Gen Py yeers andion s fise of ool mees thas
15,000 and, il subereiies] b Federally imserad isstigtion, under [E LISC 1004 by imprissemesl of ol moos thes kidly yers
wralior w fine of sol maore than £1,000,000

The L documents | ave submitied 1o the Lesder s comisient with s the Bt subminiedfeill submil 1o
the [R5 mdlor st lax or woekforcs agemcy. | sl mdentand, scknowledge, s ageee that the Lesder can share te
B information with SEA" auborisad rep i Sackiny aulhrioed jves of the SEA Offcs of
Eapezton e, fir the parpune of i lismcr with PPP ooy = all SHA mviewa

T understand, schnowledge, and sgree (hal SEA may request adStiom] ink o for (he purp ol evaleating the
Bormwer's clighility Tor the PPF loan and Tor loan forgivesess, and that the Bomower's filure o provide information
requesied by SEA mn romll @ a immlicn el the B win incligible for the PPP loan or a dersml of (e
Bormwer's loss logivencs applicabion
The Furmuer's cEgibility for bosn Gorgiverns will be cvaleind in sooonlemes with the FPP regulstons ad geidance ioued by SRA
Umough the date ol (his syl SRA may droct @ loser 1o dbagrprove e Borrower s ko forgiveros spplication if R4
deiermine at e Borrower wis mcligibie fir e FPP lomn

Sigesture of Authorize] Represmtstive ol Bomower

Pral Mime

KHA Forr 1538 1037
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Loan Forgiveness Timeline

e PPPFA — Lenders will have to allow for deferral until the date on which the
amount of the loan forgiveness is remitted by SBA to the lender

* After the loan forgiveness application is filed, the lender is responsible for notifying the
borrower of remittance by SBA of the loan forgiveness amount (or that SBA determined that
no amount of the loan is eligible for forgiveness) and the date on which the borrower’s first
payment is due, if applicable.

e |f the borrower does not apply for loan forgiveness within 10 months after the last day of
the covered period, the PPP loan is no longer deferred, and the borrower must begin paying
principle and interest. If this occurs, the lender must notify the borrower of the date the
first payment is due.

e SBA issued an FAQ on October 7 providing that the extension of the deferral period under
the PPPFA automatically applies to all loans (including loans issued prior to PPPFA). Lenders
were directed to notify borrowers of the change in deferral period, and no formal
medication to the promissory note is necessary.



" PrestigePEO . . _
Loan Forgiveness Timeline

e Borrower submits loan forgiveness application

e Lender has 60 days from receipt of application to issue a decision to SBA
* |f application is approved in whole or in part, lender submits appropriate supporting information and

request for payment to SBA.
* |f lender determines borrower is not entitled to forgiveness in any amount, lender must notify

borrower and SBA.
* Borrower then has 30 days to notify lender if it wants to request that SBA review lenders decision
* If request is made, lender must advise SBA within 5 days of receipt
* SBA will notify lender if it declines request for review; if it accepts request for review, will notify
both borrower and lender of its conclusions.

e SBA has 90 days to review lender’s decision
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Loan Forgiveness Timeline

e Certain SBA loan review decisions can be appealed to SBA’s office of Hearing and Appeals within
30 calendar days after earlier of: (1) receipt of final SBA loan review decision or (2) notification
by lender of final SBA loan review decision.

e What can be appealed?
 Determination by SBA that borrower was ineligible for PPP loan
e Determination by SBA that borrower was ineligible for PP loan amount received, or used loan
proceeds for unauthorized uses
 Determination by SBA that borrower is ineligible for PPP loan forgiveness in amount determined by
lender

What can’t be appealed?
* Any decision made by a lender
e Determination by SBA’s OIG concerning a PPP loan
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Prestige PPP Loan Report

Excel file with multiple tabs

Schedule A Worksheet — Table 1
Schedule A Worksheet — Table 2
Schedule A Worksheet — FTE SH
Schedule A

Six more sheets of raw data
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Schedule A Worksheet

Fourth tab in the Excel file

Total Payroll Costs

FTE Reduction Quotient

« ' PrestigePEO’

Line 1.

Line 2.

Line 3.

Lime 4.

Line 5.

Line 6.

Line 7.

Line B.

Line 9.

Lime 100

Lime 11.

Line 12.

Line 13.

PRP Schedule & Workshest Table 1 Totals
Enter Cash Compensstion (Box 1) from PPP Schedule & Worksheet, Table 1:
Enter Average FTE (Box Z] from PPP Schedule & Worksheet, Table 1:
Enter Salary/Hourly Wage Reduction {Box 3) from PPP Schedule & 'Worksheet, Table 1:
If the average annual salary or hourly wage for each employee listed on the PPP Schedule
A Worksheet, Table 1 during the Covered Pericd or Alternative Payroll Covered Period was

at least 75% of such employee’s average annual salary or hourly wage betwesn January 1,
2020 and March 31, 2020, check here snd enter 0 on line 3.

PPP Schedule & Worksheet, Table 2 Totals
Enter Cash Compensstion (Box 4| from PPP Schedule & Worksheet, Table 2:

Enter Aversge FTE (Box 5] from PPP Schedule & Woriksheet, Table 2:

Mon-Cash Compensation Payroll Costs During the Covered Period or the Alternative Payroll Covered Period

Total zmount paid by Borrower for employer contributions for employes hezlth insurance:
Total zmount paid by Borrower for employer contributions to employes retirement plans:

Total zmount paid by Borrower for employer state and ol tanes sssessed on employes compensation:

Compensation to Cwners

Total smount paid to cwner-employessself-employed individual/general partners:
This amount may mot be induded in PPP Schedule A 'Worksheet, Table 1 or 2. If there is
maore than one individual include, sttach a separate table that lists the names of and
payments to ez,

Tatal Pawroll Costs

Payroll Costs (sdd lines 1, 4, &, 7, B. and §):

Full-Time Eguivalency (FTE] Reduction Calculation

Average FTE during the Borrower's chosen reference period:
Total &verage FTE (&dd lines 2 and 5):

FTE Reduction Quotient (divide line 12 by line 11} or enter 1.00if FTE 5afe Harbor is met

5380.375.66

13.2

50,00

CHECK

S1E1.E21.64

4.0

422,505.56

50,00

53,503.25

541,666

%625,872.61

34

17.2

1.0
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Prestige Forgiveness Reporting

Prestige Schedule A Worksheet - Table 1

Schedule A Worksheet - Table 1

Employee Cash Average
Employees paid less than SlO0,000 Employee's Name Identifier Compensation FTE Salary / Hourly Wage Reduction
in 2019 or new emp|oyee5 in 2020 Angela Admin 1234 $7,000.00 0.8 800
Betty Bookkeeper 5678 $9,600.00 1.0 0
Carla Controller 9012 $10,000.00 1.0 1000
Debbie Director 3456 $15,385.00 1.0 0
Eleanor Electrician 7890 $9,900.00 0.9 0

Prestige Schedule A Worksheet - Table 2

Schedule A Worksheet - Table 2

Employee Cash
Employee's Name Identifier Compensation Average FTE
Employees paid more than $100,000 in 2019 Felicia Finance 9876 $15,385.00 1.0

Gladys Graphicdesign 5432 $14,000.00 1.0
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Prestige Forgiveness Reporting

Schedule A — FTE SH (Safe Harbor) — PPP Flexibility Act

Used if FTE quotient on Schedule A is less than 1.0

FTE 2/15/20 -04/26/20

FTE 2/15/2020

FTE End of Covered Period

ftep 1.

Ftep 2.

Ftep 3.

Ftep 4.

ftep 5.

.® PrestigePEO

Enter the borrower's total average FTE between February 15, 2020 and April 26, 2020.
Follow the same method that was used to calculate Average FTE in the PPP Schedule A
Workseet Tables. Sum across all employees and enter:

Enter the borrower's total FTE in the Borrower's pay period inclusive of February 15, 2020.

Follow the same method that was used in step 1:

If the entry for step 2 is greater than step 1, proceed to step 4. Otherwise, the FTE
Reduction Safe Harbor is not applicable and the Borrower must complete line 13 of PPP
Schedule A by dividing line 12 by line 11 of that schedule.

Enter the borrower's total FTE as of the end of your covered period:

If the entry for step 4 is greater than or equal to step 2, enter 1.0 on line 13 of PPP
Schedule A; the FTE Reduction Safe Harbor has been satisfied. Otherwise, the FTE
Reduction Safe Harbor does not apply and the Borrower must complete line 13 of PPP
Schedule A by dividing line 12 by line 11 of the schedule.

20.4

19.1

19.2
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e Cannot run the report until the end of the covered period has been paid.
e |f covered period ends on Wed, Oct 20 with a pay period that ends on
Friday, Oct. 30t with a check date of Wed, Nov 4, cannot run the report
until Nov 4t checks are finalized.

e Safe Harbor Calculations
e Restorations of FTE’s or salary/hourly wages after the end of the covered
period will not be reflected in the Prestige loan forgiveness report.

e 8or 24 Weeks?
e Both reports can be run for the borrower to decide which report to use.
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Prestige Forgiveness Reporting

There is no rush to
apply for forgiveness!!
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Prestige Communications

Today’s presentation will be posted on Be on the look out for our email Reach out to your support teams —
PrestigePEO.com under newsletter, PrestigePEO Insights HR and Compliance, Employee
e The Prestige Perspective Benefits, and Payroll directly from
ti com/bl our PrestigeGO mobile app
brestigepeo.com/blogs Join us on Facebook, LinkedIn and
* COVID-19 prestigepeo.com/covid-19/ Twitter to receive event

notifications and weekly updates

Stay tuned for invitations to future

Wed, Nov 4, 1:00pm. podcast episode found on your
favorite podcast app or at

“HRin15. "
Read our blog articles posted at fieocom
prestigepeo.com/blogs

www.prestigepeo.com



https://www.prestigepeo.com/blogs
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