
CARES Act: PPP Updates and 
Forgiveness Calculations



Housekeeping
This webinar is being recorded.
Slides, forms, and recording will be sent to you after the webinar 
concludes.
In the event of technical difficulties, please bear with us!
If you have a question, please use the Q&A button at the bottom of 
your screen, and we will be taking breaks periodically to answer your 
questions.
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Disclaimer
These materials were prepared solely for the purpose of general education. They are 
distributed with the understanding that Insero & Co. CPAs, LLP and its Partners and 
employees are not engaged in rendering legal, accounting, or other professional 
service as part of this presentation. Statements and opinions are those of the 
presenters or participants only. This presentation may be recorded and published 
without further notice.

The information contained herein is general in nature and based on authorities that are 
subject to change. Insero & Co. CPAs, LLP guarantees neither the accuracy nor 
completeness of any information and is not responsible for any errors or omission, or 
for results obtained by others as a result of reliance upon such information. Insero & 
Co. CPAs, LLP assumes no obligation to inform the reader of any changes in laws or 
other factors that could affect information contained herein. This publication does not, 
and is not intended to, provide legal, tax or accounting advice, and readers should 
consult their advisors concerning the application of laws to their particular situation.



Presented By

Tim McLaughlin
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Agenda
PPP Updates 
Loan Forgiveness Applications
Questions & Answers
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PPP Updates
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Paycheck Protection Program (PPP)
Summary and General Information

Created under the CARES Act – March 27, 2020
• Borrowings based on 2.5 months of payroll costs
• Goal: keep employees on payroll, cover certain overhead

Paycheck Protection Program Flexibility Act of 2020 – June 5, 2020

PPP Loans can be applied for until June 30, 2020 - $100B+ is still 
available.
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PPP Use of Loan Proceeds
Payroll costs
Interest
Rent
Utilities

All the above have specific definitions.

No changes to these definitions in recent updates.
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PPP Forgiveness Amounts
Allowable Payroll Costs

Salary, wages, commissions, or similar compensation
Vacation, parental, family, medical, or sick leave
Employer contributions for employee health insurance
Employer contributions to employee retirement plans
State unemployment insurance
$100,000 limit on annual payroll
Limitations on health/retirement benefits for owners
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PPP Forgiveness Amounts
Allowable Non-Payroll Costs

Covered Mortgage Obligations
• Interest on business mortgage obligations on real OR personal property
Covered Rent Obligations
• Rent or lease payments pursuant to lease agreements for real OR personal property
Covered Utility Payments
• Payments for the distribution of electricity, gas, water, transportation, telephone or 

internet access

Key Date: February 15, 2020
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PPP Recent Updates

Paycheck Protection Program Flexibility Act of 2020 (PPP Flex)

SIGNIFICANT CHANGES TO THE PROGRAM
• Covered period extended from June 30th up to December 31st

• Forgiveness period is now 24 weeks vs. 8 weeks
• Requirement to spend on payroll costs is now 60% vs. 75%
• Revisions to FTE requirements and addition of safe harbors
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PPP Recent Updates

Release of Revised PPP Forgiveness Application – Form 3508 
(06/16/20)

New PPP Forgiveness Application Form 3508 EZ

Both Forms include detailed instructions

Release of a series of Interim Final Rules (IFRs) that clarify the 
Program – including new guidance June 22nd
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PPP Recent Updates
PPP Flexibility Act of 2020 (PPP Flex)

Covered period is now 24 weeks from the date of receiving loan 
proceeds; loans received before June 5th can elect to use the original 
8-week covered period.
• NOTE: This will expand the opportunity for loan forgiveness

Requirement to spend loan proceeds on payroll costs is now 60% vs. 
75%
• NOTE: It is clear that partial forgiveness is now available even if the 60% test is 

not met
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PPP Recent Updates
PPP Flex – FTE Updates

FTE = Full Time Equivalent

Revisions to FTE requirements and expanded safe harbors

Why are FTEs so important? 

Because they determine how much forgiveness will be allowed!
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PPP Recent Updates
PPP Flex – FTE Updates

Forgiveness Amount = “Expected Forgiveness Amount” x FTE Ratio

• Expected Forgiveness Amount = $ spent in the 8 or 24 week period on eligible 
costs

• FTE Ratio = Employment Test
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PPP Recent Updates
FTE Updates

FTEs are based on 40 hours per week.
Hours worked divided by 40 rounded to the nearest tenth.
The maximum FTE for an employee is 1.0
This calculation will need to be done for:
• The 8/24 week covered forgiveness period
• The Reference Period of 2/15/19 – 6/30/19 OR 1/1/20 – 2/29/20
Simplified FTE Method – assign 1.0 FTE for employee that works 40 
hours or more and .5 FTE for employee that works <40 hours in a 
week.
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PPP Recent Updates
FTE Ratio (the “FTE Reduction Quotient”)

Average FTEs “8 or 24 week period”
DIVIDED BY

FTEs in 2019 or 2020
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2019: Average FTEs 2/15/19 – 6/30/19

or

2020: Average FTEs 1/1/2020 – 2/29/2020



PPP Recent Updates
FTE Safe Harbors 

On an overall basis –

• There is no reduction in loan forgiveness if you have not reduced the number of
employees or the average paid hours of your employees between January 1,
2020 and the end of the 8 or 24 week Covered Period (PPP Schedule A).

If there was an FTE reduction there are 2 Safe Harbors that may 
help you avoid reduced forgiveness…….
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PPP Recent Updates
FTE Safe Harbors

FTE Reduction Safe Harbor 1 (Form 3508 Instructions p. 5)
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PPP Recent Updates
FTE Safe Harbors

FTE Reduction Safe Harbor 2 (Form 3508 Instructions p. 5)
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PPP Forgiveness Provisions
FTE Reduction Safe Harbor 2

FTE Reduction Safe Harbor 2 allows a borrower to avoid reduction in 
forgiveness caused by reduction in FTEs if:

• The borrower reduced its FTEs between 2/15/20 and 4/26/20 AND

• The borrower restores its FTEs (by the earlier of the forgiveness application 
submission and 12/31/20) to the FTEs during the pay period that includes 
2/15/20.
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PPP Recent Updates
FTE Safe Harbors

FTE Reduction Safe Harbor 2 (Form 3508 p. 4)
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PPP Recent Updates
FTE Other Exceptions

Even if you do not qualify for one of the FTE Reduction Safe Harbors there are still exceptions that
allow add backs to your FTEs on the Forgiveness Application.
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PPP Recent Updates
FTE Other Exceptions

Other exceptions:
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PPP Forgiveness Provisions
Other FTE Issues

FTE reductions during the covered period are added back if an 
employee:
• Was fired for cause,
• Voluntarily resigned or
• Voluntarily requested and received a reduction of their hours

OR
If a borrower made a good-faith, written offer to rehire an employee or restore 
reduced hours which was rejected by the employee.
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PPP Recent Updates
Loan Forgiveness Applications

NEW SBA Form 3508 EZ
• Application, Instructions

Updated SBA Form 3508
• Application, Instructions, Worksheets
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PPP Recent Updates
SBA Form 3508 EZ

SBA Form 3508 EZ – released June 16th. See Form 3508 EZ 
instructions for SPECIFIC eligibility to use this form.

Streamlined form can be used by:

• Borrowers who are self-employed individuals, independent contractors or sole 
proprietors who had no employees at the time of the loan application and did not 
include employee salaries in the loan application.
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PPP Recent Updates
SBA Form 3508 EZ

Streamlined form can be used by borrowers:

• That did not have salary/hourly wage reductions  >25%  AND

• Did not reduce the number of employees or the average paid hours of 
employees between 1/1/2020 and the end of the Covered Period.
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PPP Recent Updates
SBA Form 3508 EZ

Streamlined form can be used by borrowers:

• That did not have salary/hourly wage reductions  >25% AND
• Was unable to operate during the Covered Period at the same level of business 

activity as before 2/15/20 due to compliance with guideline issued 3/1/20 and 
after issued by HHS, CDC or OSHA related to COVID-19
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PPP Recent Updates
SBA Form 3508 EZ

Special Note to Self employed borrowers with no employees:

• The expansion of the covered period to 24 weeks will mean 100% forgiveness if 
you do not elect to use the 8-week period (subject to EIDL Advance Grant)

• This is due to the fact your loan amount was based on 2.5 months of 2019 
income (capped at $20,833) and your forgiveness will have the same cap.

• Minimal reporting requirements 
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PPP Recent Updates
SBA Form 3508 EZ

SBA Form 3508 EZ 

• One-page form
• No payroll tables need to be completed
• Minimal (if any) FTE computations required
• Documentation of payroll costs and non-payroll costs is still required (if 

applicable)
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PPP Recent Updates
SBA Form 3508 Revised June 16, 2020

SBA Form 3508 Loan Forgiveness 
Application
• PPP Loan Forgiveness Calculation Form
• PPP Schedule A
• PPP Schedule A Worksheet (Supports Schedule A)
• PPP Borrower Demographic Information Form 

(Optional)

Lenders may use an electronic application 
form
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PPP Forgiveness Provisions
8 or 24 Week Covered Period

Forgiveness provision:

Applies to the use of loan proceeds for allowed expenses during the 
8 or 24 week covered period starting from the date of the 
disbursement of loan proceeds.

Borrowers with loans dated before 6/5/20 can elect an 8-week 
period; otherwise it is a 24-week period

The expenses in the  covered period are the “Expected Forgiveness 
Amount.”
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PPP Forgiveness Provisions
Alternative Payroll Covered Period

For Payroll Costs only the SBA will allow borrowers to select an 
alternative 8 or 24 week period –
The period begins on the first day of the first pay period following
receipt of loan proceeds.
For example (8-week period) – loan proceeds received Monday 4/20/20; 
the 1st day of the next pay period is Sunday 4/26/20; the borrower can start 
the 8-week payroll period on Sunday 4/26/20 and end on Saturday 6/20/20.
To use this alternative you must be on a weekly or bi-weekly payroll schedule 
(not monthly or twice/month)
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PPP Forgiveness Provisions
Timing of payments – Accrual or Cash Basis??

Payroll costs are eligible for forgiveness if they are paid or incurred
during the 8 or 24 week covered period

• Payroll costs are considered paid on the date paychecks are delivered or direct 
deposits made.

• Payroll costs are considered incurred on the day that the employee’s pay is 
earned.

• Payroll costs incurred but not paid during the last pay period of the covered 
period are eligible for forgiveness if paid on or before the next regular payroll 
date. 
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PPP Recent Updates
Payroll Limitations

Eligible payroll costs are limited based upon a $100,000 annual 
wage/salary cap
• Limitation for the 8-week period is $15,385 ($100,000 / 52 x 8)

• Limitation for the 24-week period is $46,154 ($100,000 / 52 x 24)

Eligible payroll costs for owners is further limited:
• 8-week period - $15,385 ($100,000 / 52 x 8)
• 24-week period - $20,833 ($100,000 / 12 x 2.5)
• These limits include retirement and health insurance contributions
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PPP Forgiveness Provisions
Timing of payments – Accrual or Cash Basis??

Non-Payroll costs must be paid during the 8 or 24 week covered 
period OR incurred during the 8 or 24 week covered period and paid 
before the next regular billing date, even if the billing date is after the 
8 or 24 week covered period.

Count non-payroll costs that were both paid and incurred only once.
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PPP Forgiveness Provisions
Summary of Key Points

Must spend at least 60% of loan proceeds on payroll costs

Forgiveness amount is reduced by
• Reduction in FTEs
• Reduction in employee pay rates/wages
• Any EIDL Advance Grants received

39



PPP Forgiveness Provisions
Overall Forgiveness Limits

Forgiveness is limited to the smallest of the following:

• Eligible Net Payroll & Nonpayroll Costs x FTE Reduction Quotient
• PPP Loan Amount
• Payroll Cost 60% Requirement (Payroll Costs / .60)
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PPP 
Documentation

The new guidance 
provides a  detailed 
list of documentation 
required to be provide 
to apply for loan 
forgiveness
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PPP Forgiveness Provisions 
Documentation – SEE PAGE 6 of Instructions
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Payroll support – 3rd party payroll reports, federal payroll tax forms, state 
wage and unemployment filings. You will also need to complete Employee 
Payroll schedules (Table 1 and Table 2). 

FTE calculation support.

Cancelled checks or account statements documenting contributions to 
employee health and retirement plans.

Interest – lender amortization schedules, receipts, cancelled checks, 
account statements for February 2020 and the covered period.



PPP Forgiveness Provisions 
Documentation (continued)
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Rent – lease agreements, receipts or cancelled checks, lessor 
account statements for February 2020 and the covered period.

Utilities – invoices, receipts, cancelled checks, account statements 
for February 2020 and the covered period.

FTE calculation documentation



PPP Forgiveness Provisions
Timing

You can apply for forgiveness at any time prior to the loan maturity 
including before the end of the 24-week covered period.
Lenders have 60 days from receipt of a complete application to issue 
a decision to the SBA
The SBA has 90 days to review 
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PPP Loan Balances
What happens to loan balance not forgiven?

Balance is a term loan with monthly payments:
• For loans made before June 5th the maturity is 2 years (however borrow and 

lender can mutually agree to extend to 5 years)
• For loans made after June 5th the maturity is 5 years

Interest at 1%

Payments start after SBA  approves/denies forgiveness
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PPP Recent Updates
Forms & Instructions

Where can I find the forms and instructions?

• https://home.treasury.gov/
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https://home.treasury.gov/


PPP Recent Updates

We expect further guidance will continue to be released as the first 
group of borrowers start to make forgiveness applications. That 
guidance may be significant based upon the changes that have been 
made in the last 60 days.

Keep an eye out for information from your payroll processing 
provider. Many have started to release tools that will assist in the 
payroll and FTE calculations.
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Questions?
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Thank You
Thank you for your attendance at today’s program.

For more information regarding the topics discussed today, 
please feel free to contact us at:

Loan.Assistance@inserocpa.com
(800) 232-9547

Insero & Co. CPAs, LLP
www.inserocpa.com

49

mailto:Loan.Assistance@inserocpa.com

	CARES Act: PPP Updates and Forgiveness Calculations
	Housekeeping
	Slide Number 3
	Slide Number 4
	Presented By
	Agenda
	PPP Updates
	Paycheck Protection Program (PPP)�Summary and General Information�
	PPP Use of Loan Proceeds
	PPP Forgiveness Amounts�Allowable Payroll Costs
	PPP Forgiveness Amounts�Allowable Non-Payroll Costs
	PPP Recent Updates
	PPP Recent Updates
	PPP Recent Updates�PPP Flexibility Act of 2020 (PPP Flex)
	PPP Recent Updates�PPP Flex – FTE Updates
	PPP Recent Updates�PPP Flex – FTE Updates
	PPP Recent Updates�FTE Updates
	PPP Recent Updates�FTE Ratio (the “FTE Reduction Quotient”)
	PPP Recent Updates�FTE Safe Harbors 
	PPP Recent Updates�FTE Safe Harbors
	PPP Recent Updates�FTE Safe Harbors
	PPP Forgiveness Provisions�FTE Reduction Safe Harbor 2
	PPP Recent Updates�FTE Safe Harbors
	PPP Recent Updates�FTE Other Exceptions
	PPP Recent Updates�FTE Other Exceptions
	PPP Forgiveness Provisions�Other FTE Issues
	PPP Recent Updates�Loan Forgiveness Applications
	PPP Recent Updates�SBA Form 3508 EZ
	PPP Recent Updates�SBA Form 3508 EZ
	PPP Recent Updates�SBA Form 3508 EZ
	PPP Recent Updates�SBA Form 3508 EZ
	PPP Recent Updates�SBA Form 3508 EZ
	PPP Recent Updates�SBA Form 3508 Revised June 16, 2020
	PPP Forgiveness Provisions�8 or 24 Week Covered Period
	PPP Forgiveness Provisions�Alternative Payroll Covered Period
	PPP Forgiveness Provisions�Timing of payments – Accrual or Cash Basis??
	PPP Recent Updates�Payroll Limitations
	PPP Forgiveness Provisions�Timing of payments – Accrual or Cash Basis??
	PPP Forgiveness Provisions�Summary of Key Points
	PPP Forgiveness Provisions�Overall Forgiveness Limits
	PPP Documentation�
	PPP Forgiveness Provisions Documentation – SEE PAGE 6 of Instructions
	PPP Forgiveness Provisions Documentation (continued)
	PPP Forgiveness Provisions�Timing
	PPP Loan Balances�What happens to loan balance not forgiven?
	PPP Recent Updates�Forms & Instructions
	PPP Recent Updates�
	Questions?
	Thank You

