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DISCLAIMER
These slides are for educational purposes only and
are not intended to be relied upon as accounting, tax
or other professional advice. Please refer to your
advisors for specific advice.

PAYCHECK PROTECTION PROGRAM (PPP)
DEIFNITIONS
The Act - Cares ACT
Interpretation- SBA’s summary of
the Interim Final Rule

USE OF FUNDS
Cover the following costs over a 8-week period
after receiving the funds:
1. Payroll- At least 75% of total funds received
2. Mortgage Interest
3. Utilities
4. Rent Payments

MATURITY DATE
Was max of 10 years per the Act
Now is 2 years per Treasury

PAYMENT
Per Act, deferment was up to 1 year
Treasury changed deferment to 6 months
Interest: continue to accrue for 6 months
w/o payments due

LOAN FORGIVENESS
CALCULATION
“The actual amount of loan forgiveness will depend, in part, on the total amount of payroll costs,
payments of interest on mortgage obligations incurred before February 15, 2020, rent payments on
leases dated before February 15, 2020, and utility payments under service agreements dated
before February 15, 2020, over the eight-week period following the date of the loan. However, not
more than 25 percent of the loan forgiveness amount may be attributable to non-payroll costs. While
the Act provides that borrowers are eligible for forgiveness in an amount equal to the sum of payroll
costs and any payments of mortgage interest, rent, and utilities, the Administrator has determined
that the non-payroll portion of the forgivable loan amount should be limited to effectuate the core
purpose of the statute and ensure finite program resources are devoted primarily to payroll. The
Administrator has determined in consultation with the Secretary that 75 percent is an appropriate
percentage in light of the Act’s overarching focus on keeping workers paid and employed. Further, the
Administrator and the Secretary believe that applying this threshold to loan forgiveness is consistent
with the structure of the Act, which provides a loan amount 75 percent of which is equivalent to eight
weeks of payroll (8 weeks / 2.5 months = 56 days / 76 days = 74 percent rounded up to 75 percent).
Limiting non-payroll costs to 25 percent of the forgiveness amount will align these elements of the
program, and will also help to ensure that the finite appropriations available for PPP loan forgiveness
are directed toward payroll protection. SBA will issue additional guidance on loan forgiveness.”
DISCLAIMER – The Treasury and the SBA have not provided a final calculation. This is based on the Act.
The Act requires borrowers to maintain both the number of employees and salary expenses in order to
fully qualify for forgiveness. Forgiveness can be reduced if the business either reduces full time
equivalent employees or reduces salary.

REDUCTION OF
EMPLOYEES
If the business reduces full time equivalent employees, the forgiveness will be reduced by the numeric average of
monthly full time equivalent employees for the eight (8) weeks following the making of the loan (“Post PPP Loan
FTE”) divided by one of the following (“Pre PPP Loan FTE”):
(i) the average number of monthly full-time equivalent employees from February 15, 2019 through June 30, 2020;
(ii) the average number of monthly full-time equivalent employees from January 1, 2020 through February 29, 2020
(for new businesses);
(ii) the average number of monthly full time equivalent employees from February 15, 2019 through June 30, 2019
(for seasonal businesses).
Example- If the loan amount is $200,000 and the Post PPP Loan FTE is 100 and Pre PPP Loan FTE is 200 than the
forgiven amount will be reduced by 50% and will be $100,000.

Loan Forgiveness Q&A
REDUCTION OF SALARIES/WAGES

MISUSE OF FUNDS

If the business reduces salary/wages for any employee that
did not make in excess of $100,000.00 by more than twenty
five percent (25%) from the most recent quarter they were

“If you use PPP funds for unauthorized purposes, SBA will
direct you to repay those amounts. If you knowingly use the
funds for unauthorized purposes, you will be subject to

employed before the loan was originated, then the
forgivable amount of the loan shall be reduced by
the annualized wages.

additional liability such as charges for fraud. If one of your
shareholders, members, or partners uses PPP funds
for unauthorized purposes, SBA will have recourse against the
shareholder, member, or partner for the unauthorized use.”

Example: If a business has $100,000.00 as the amount of the
loan that qualifies for forgiveness, but cuts annual salary of
its one (1) employee from $80,0000.00 per year to
$40,000.00 per year, then the forgivable portion of the loan
will be reduced from $100,000.00 to $80,000.00. ($80,000 X
25%= $20,000. Reduction of $40,000-$20,000= $20,000)

In our application you had to certify that these funds would
be used for – retaining workers, paying utilities, rent and
mortgage.
Strong Suggestion:

Reductions in employment or wages that occur during the
period beginning on February 15, 2020, and ending 30 days

1. Open a separate bank account to hold these funds.
2. Do not use these funds for any other purposes.
3. If you know that you will not be able to use the funds for the

after the enactment of the CARES Act (April 26, 2020) shall

specific purpose primarily payroll do not take the money or

not reduce the amount of loan forgiveness if by June 30,
2020, the borrower eliminates the reduction in employees
or reduction in wages.

take an amount which is appropriate. Situation might change
as time goes by but your initial intent is important.
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