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Today’s Agenda

Webinar Forum 

 All participants are muted. 

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

 Today’s presentation will 
be posted online at  
prestigepeo.com/blogs/

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

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

• Introduce new application and review New Form 3508S

• Loan forgiveness timeline and the review process

• Recap of the Prestige PPP Forgiveness Reports



REMEMBER: Both “Payroll Costs” and certain “Nonpayroll Costs” are 
forgivable, but for full forgiveness, at least 60% of loan proceeds must have 
been spent on “Payroll Costs”

What Costs are Forgivable?



What Costs are Forgivable

Eligible “Payroll Costs”
• Compensation to employees as salary, wages, commissions
• Cash tips or the equivalent
• Payment for vacation or sick leave
• Separation/Dismissal payments
• Payment for health and retirement benefits
• Payment of state and local taxes assessed on employee comp

But not:
• Payment to employees outside the USA
• Federal employment taxes imposed or withheld
• Qualified sick and family leave wages under FFCRA
• Wages paid under SDI or PFML insurance

Don’t forget about
paid/incurred rules



What Reduces the Forgivable Amount

• A reduction in the full-time equivalent 
employees during the Covered Period, 
relative to the chosen “look-back period”

• 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

Forgivable 
Amount



Determining Whether There Has Been An FTE Reduction

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

Step 1 (Sched A Line 12)

Step 2 (Sched A Line 11)

Step 3 (Sched A Line 13)



When performing Step 1 calculation, the business can include:
• 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

• 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 

FTE Reduction Exception



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!

FTE Reduction Safe Harbors



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.

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

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.

Salary/Wage Reduction Safe Harbor

Step 1

Step 2

Step 3

Step 4 

Step 5



• 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:
• 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).

Loan Forgiveness Application “EZ”



Loan Forgiveness Application “EZ”

• No FTE scores!

• No Salary/Hourly Wage Reductions!

• No Schedule A!

• No Schedule A Worksheet!

• No listing of employees!

• No listing of employee 
compensation!



• Released by Treasury/SBA on October 8, 2020

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

New Loan Forgiveness Application 3508S 

• However, if the borrower and its affiliates received PPP loans totaling $2 million or 
more, cannot use this form even if borrower’s loan was < $50,000

• 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:

• Reductions in FTE employees; and
• Reductions in employee salary and wages



New Loan Forgiveness Application 3508S 

• Exempt from FTE reductions

• Exempt from Salary/Hourly Wage 
Reductions

• Not required to show calculations used 
to determine forgiveness amount



• 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.

• If 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.

• 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.

Loan Forgiveness Timeline



Loan Forgiveness Timeline

1 2 3

• Borrower submits loan forgiveness application
• Lender has 60 days from receipt of application to issue a decision to SBA 

• If application is approved in whole or in part, lender submits appropriate supporting information and 
request for payment to SBA.

• If 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.
• SBA has 90 days to review lender’s decision



Loan Forgiveness Timeline

1 2 3

• 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.

• What can be appealed?
• Determination by SBA that borrower was ineligible for PPP loan
• 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
• Determination by SBA’s OIG concerning a PPP loan



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

Prestige Forgiveness Reporting



Schedule A Worksheet

Fourth tab in the Excel file

Total Payroll Costs

FTE Reduction Quotient



Prestige Forgiveness Reporting

Schedule A Worksheet - Table 1 

Employees paid less than $100,000 
in 2019 or new employees in 2020

Schedule A Worksheet - Table 2 

Employees paid more than $100,000 in 2019



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



Prestige Forgiveness Reporting

• Cannot run the report until the end of the covered period has been paid.
• If covered period ends on Wed, Oct 20 with a pay period that ends on 

Friday, Oct. 30th with a check date of Wed, Nov 4, cannot run the report 
until Nov 4th checks are finalized.

• Safe Harbor Calculations
• 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.

• 8 or 24 Weeks?
• Both reports can be run for the borrower to decide which report to use.



Prestige Forgiveness Reporting

There is no rush to 
apply for forgiveness!!



www.prestigepeo.com

Client
Communications



Be on the look out for our email 
newsletter, PrestigePEO Insights

Join us on Facebook, LinkedIn and 
Twitter to receive event 
notifications and weekly updates

Tune-in to our latest “HR in 15” 
podcast episode found on your 
favorite podcast app or at  
“HRin15.com”

www.prestigepeo.com

Prestige Communications

Today’s presentation will be posted on 
PrestigePEO.com under

• The Prestige Perspective 
prestigepeo.com/blogs

• COVID-19 prestigepeo.com/covid-19/

Stay tuned for invitations to future 
webinars. Our next event is planned for 
Wed, Nov 4, 1:00pm.  

Read our blog articles posted at 
prestigepeo.com/blogs

Reach out to your support teams –
HR and Compliance,  Employee 
Benefits, and Payroll directly from 
our PrestigeGO mobile app 

https://www.prestigepeo.com/blogs


PrestigePEO
We Are Here For You 
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