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Disclaimer:

The SBA and the IRS will ultimately be the official judge on how and what is 
forgiven, and these rules may change. 
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What is the PPP vs COVID

● PPP is the Payroll Protection Program (or loan)

● The COVID Sick Pay is part of the Families First Act

These are separate programs and do not disqualify the Employer from taking 
part in either program.

The COVID Sick Pay does effect the forgiveness portion of the PPP
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COVID Tax Credit

The COVID tax credit offsets your federal (941) tax liabilities.  Any excess credit 
either rolls to the next payroll or Employers can file for an Accelerated Refund.

“No Double Dipping”

These wages can not be used in counting toward the PPP Forgiveness during the 
8 week period of the PPP.
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PPP Continued...

● The PPP is a loan.  It is owed back within 2 years at an interest rate of 1%

● There is no prepayment penalty

● The loan may be forgiven if used for applicable expenses as well as 

maintaining employee levels.

● If forgiven, the forgivable amount is NOT counted as income.
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When Do You Have to Use the Funds By:

Expenses are only counted up to the 8 weeks from when you received the funds in 
order to count toward the forgiveness of the loan.
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PPP Forgiveness - What’s Included

● Payroll Cost including Employer Paid Benefits

● Employer Taxes related to State / Local (State Unemployment Tax)

● Utilities

● Rent

● Mortgage Interest* (prior to 2/15/20 on real property)

● It does NOT include the Employer cost of Social Security, Medicare or 

Federal Unemployment.
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PPP - What’s Not Eligible

● Any wages for employees that make over $100k

● COVID Sick Wages Paid during the 8 week period

● 1099 labor

● Anything else not on the included list
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PPP - Unknowns

● Does rent on other non real estate count?

● Does interest on loans (such as an SBA loan) count?
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PPP - How To Record Your Expenses

● Weekly records

● Record the type of expense

● Break it out into the 75% and 25% expenses

● Remove the COVID Wages from Gross Payroll

● Keep a seperate copy of the bill / expense
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Reductions to Forgiveness

The forgivable amount is reduced based on your employee levels (FTE)

Wages that were reduced by 25% or more of the employees’ salary / wages
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Reduction: Headcount (FTE)

● An FTE is considered any combination of 30 hours for ACA purposes, some 

indications say that might use 40 hours. (still unknown we believe 30)

● The loan will be reduced in proportion to the current FTE / the Prior FTE 
Example if you have 10 FTEs but only 8 FTEs during the loan period you would have a maximum 

forgiveness amount of 80%

● Period will be either 2/15/19 - 6/30/19 or 1/1/20- 2/29/20
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Reductions: Wages Prior

Employers must bring their headcount back up, as well as bring back wages to a 
minimum of 75% of their salary / wages 
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Common Questions
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Question: What if my employees refuse to come back? 
Am I still required to maintain the headcount?

You are still required to maintain the proper FTE count, otherwise the loan will be 
reduced.
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Question: Will bankers use cash, accrual or both?

Our opinion is that bankers will use the date in which cash was spent.  This would 
be for both check dates as well as the date when expenses are paid.
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Question: What if my staff only works a partial week compared to 
their normal hours and I want to pay them in full?

Maintain the hourly record and record this under a separate earning code that 
does not have “COVID” in its name.  

Remember the bank will be looking for total FTEs.  You need to report the correct hours.
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Question: Does unemployment stop if I start paying 
the employee again?

It should.  Each week employees are required to certify their unemployment.  This 
is handled at the Unemployment office not through you.
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Question: What if I want to bonus someone?

There is no guidance on this, but we are recommending to increase the regular 
pay over the 8 weeks.

Be sure that the increase does not cause the employee to appear to make over $100k
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Question: Can I pay deferred rent or pre-pay rent / expenses

There is no guidance on this, but we believe based on what we see that any 
expenses on the eligible list will count.

Remember non payroll expenses cannot exceed 25% of the loan proceeds
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Questions that were submitted by individuals
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Thank You !
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Additional Questions: payroll@payrollservicesllc.com
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