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PPP updates

— The Paycheck Protection Program (PPP) is
officially out of funding.

— If you've been approved by both the lender and the
SBA, then money has been earmarked for you.

— If not, then wait until the next round of funding
(currently being negotiated).

— SBA issued its most recent guidance on 4/17/20.

— (Guidance issued to date does not address loan
forgiveness.

— SBA has until 4/27/20 to issue guidance on loan
forgiveness.




— Businesses with 500 employees or fewer are eligible for a loan that
amounts to 2.5 times the average monthly “Payroll costs” from the
12 months before the loan application.

— “Payroll costs” is the same definition used for the loan forgiveness
calculation.

— *New eligibility criteria: A business can qualify for the PPP if it
meets both tests in SBA's “alternative size standard” as of March
27, 2020: (1) maximum tangible net worth of the business is not
more than $15 million; and (2) average net income after federal
iIncome taxes (excluding any carry-over losses) of the business for
the two full fiscal years before the date of the application is not
more than $5 million.



“Payroll costs”

“Payroll costs” includes any compensation paid to employees® — that
Is: (1) salary, wage, commission, or other similar compensation; (2)
cash tips or equivalent; (3) vacation, parental, family, medical, or sick
leave; (4) allowance for dismissal or separation; (5) healthcare
benefits, including insurance premiums; (6) payment of retirement
benefits; (7) and state or local tax assessed on the compensation of
employees.

Employee salaries are capped at $100,000 (non-cash benefits are in
addition to the capped salary amount).

Payroll costs are calculated on a gross basis without regard to federal
taxes imposed or withheld.

Partnership distributions are now included at up to $100,000.




Loan forgiveness

— “Covered Period” = 8 weeks from the date of
origination of the covered loan (when the
borrower receives the funds)

— The lender must disburse the loan to the borrower
not less than 10 calendar days after the loan is
approved by the SBA




Loan forgiveness (cont’d)

A borrower shall be eligible for forgiveness of
indebtedness on a covered loan equal to the
“costs incurred” and “payments made”
during the 8 week period for:

— “Payroll costs” (as previously defined)
— Rent (under leases entered prior to 2/15/20)
— Utilities (for plans entered prior to 2/15/20)

— Mortgage interest (on debt incurred before
2/15/20)




The loan forgiveness is based on the amount spent on approved
purposes in the first 8 weeks after funding is received.

Not more than 25% of the loan forgiveness amount may be
attributable to non-payroll costs.

The majority (at least 75%) of the loan should be spent on
“payroll costs” in order to be eligible for forgiveness. (Purpose of
PPP — keep workers paid and employed)

See previous definition of “payroll costs”:

— Employees making over $100,000 are capped at $100,000 in
salary (for eight weeks, a maximum of $15,385 per individual).
Non-cash benefits are in addition to this cap.
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No forgiveness without documentation

Loan forgiveness application shall include

— Documentation verifying the full number of
FTEs on payroll and the pay rates for the
applicable periods, including

— Payroll tax filings

— State income, payroll, and unemployment
iInsurance filings

— Documentation of expenses, including
cancelled checks, payment receipts,
transcripts of accounts, or other
documents verifying payments

— 60 day decision deadline for lender



What expenses are eligible for fund

use and best practice suggestions

— Only expenses incurred and paid AFTER
funding and during the 8-week loan
forgiveness period are eligible for
forgiveness.

— Do not use PPP money to “pre-pay” expenses
that are not due until after the forgiveness

period (might not be forgiven)

— Consider opening a separate account for
PPP proceeds and expenditures.
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Loan forgiveness

There are two separate tests applied to determine the
reduction in the loan forgiveness amount

Both tests are used (not a choice):

1. Reduction for FTEs; and
2. Reduction for employee salaries reduced more than 25%
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Reduction in FTEs

Forgiveness amount multiplied by:

Avg. number of monthly FTEs during forgiveness period,
divided by either

— (1) monthly FTEs from 2/15/19-6/30/19 or
— (2) monthly FTEs from 1/1/20 — 2/29/20

« Choice is at the borrower’s election

« Seasonal: 2/15/19 — 6/30/19
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Reduction in salaries

Reduction in employee* salaries: The forgiveness amount
may be reduced by “the amount of any reduction in the total
salary or wages” for employees during the forgiveness
period that was in excess of 25% of the total salary or
wages of the employee during the most recent full quarter.
(Q1 for most companies)

*Employees = those making less than 100k
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Exemption for re-hires

— Loan forgiveness shall be determined without
regard to reduction in FTEs or reduction in
employee salaries as long as the employer
eliminates the reduction by June 30, 2020.

— In other words, if you re-hire employees, more of
your payroll costs will be forgiven.

— The purpose of PPP is to encourage employers to
keep paying their workers and to hire back any
laid-off workers.

— This is only with respect to layoffs that occurred
from February 15, 2020 — April 27, 2020.
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