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Disclaimers

The information contained herein should not be construed as legal,
accounting, or tax advice. The commentaries provided are the opinions of
Boyum Barenscheer PLLP and are for informational purposes only. While
the information is deemed reliable, Boyum Barenscheer cannot guarantee
its accuracy, completeness, or suitability for any purpose and makes no
warranties with regard to the results to be obtained from its use, or
whether any expressed course of events will actually occur. The

user should contact his or her Boyum Barenscheer or other tax
professional prior to taking any action to ensure the user's unique facts
and circumstances are considered prior to making any decisions.
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Agenda

* Housekeeping Items * Wage Reduction Limitation
* PPP Flexibility Act of 2020 * FTE Reduction Limitation
* EZ Loan Forgiveness Application * 60% Payroll Cost Limitation

* Long Loan Forgiveness Application ¢ Documentation Required
* Covered Period * Closing Thoughts with Q&A
* Payroll and Non-Payroll Costs



* Maturity goes from 2 years to 5 years (loans after
June 5, unless agreed with lender)

* Extension of PPP loan origination period from June
30 to December 31, 2020

* Covered period is 24 weeks beginning on the loan
disbursement date, or

PPP Flexi b"lty * Allows for election to use 8-week covered period for

Act Qf ZOZO loans originated before June 5, 2020
» Use of payroll costs goes from 75% to 60%

» Safe harbor period extended to December 31, 2020
and expanded

* Payroll tax deferral restrictions removed /

o
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* Must Submit Application to your Lender

e Apply within 10 months after the covered
period ends

* Loan Forgiveness Calculation Form
* PPP Schedule A

PPP

Fo rgive NESS * Schedule A worksheet (Table 1 & Table 2)
App\icatign * Representations & Certifications Page
Overview e Optional PPP Borrower Demographic Info
* Two different and updated loan forgiveness
applications now available ’
* Form 3508EZand Form 3508 /
o
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* Data to include on the application:

* Business legal name, EIN/SSN, address, phone,
primary contact and E-mail address

 SBA and Lender PPP loan numbers

P P P * PPP loan amount and loan disbursement date
' ' * Employees at time of loan application and at time of
Appllcatlon forgiveness application
Ove rview * EIDL advance amount and application number
* Payroll schedule
* Covered or alternative covered period ’

* Check the box if received in excess of S2 Million

/
7
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Form 3508EZ
Checklist

Who qualifies?



Form 3508EZ

Who qualifies to use the Form 3508EZ? Check one of these boxes:
1. Borrower is Sch C with no employees

2. Borrower did not reduce wages more than 25% during CP AND
borrower did not reduce FTE

3. Borrower did not reduce wages more than 25% during CP AND
borrower did not return to normal business activity due to CDC
guidelines which was the reason for the FTE reduction

Basically if you are NOT subject to the wage reduction or the FTE reduction
affecting your loan forgiveness then you can use the Form 3508EZ



PPP Loan
Forgiveness
Calculation Form

Form 3508EZ

* https://home.treasury.gov/system/files/136
/PPP-Forgiveness-Application-3508EZ.pdf



https://home.treasury.gov/system/files/136/PPP-Forgiveness-Application-3508EZ.pdf

Form 3508EZ

This is actually simple!

 Page 1 is data entry and calculation of forgiveness
* 1 line of payroll costs
e 3 lines of nonpayroll costs
* Calculation of the 60% payroll requirement
e Calculation of the forgiveness

* Page 2 includes the certifications
* Page 3 is optional demographic information

* No entry for wage reduction limitation
* No entry for FTE reduction limitation



Form 3508

https://home.treasury.gov/system/files/136/3245-0407-SBA-Form-3508-PPP-Forgiveness-Application.pdf

Longer form to get the PPP Loan Forgiveness (shorter than original version)

Page 1 is data entry and calculation of forgiveness
Page 2 includes the certifications
Page 3 Schedule A — used to calculate the data entry for page 1

Page 4 Schedule A worksheet — used to calculate date entry for Schedule A

* Table 1 — employees who made less than $100k and subject to the wage reduction
limitation. Same as Table 1 originally.

e Table 2 — employees who made more than $100k, same as Table 2 originally.
* FTE Reduction Safe Harbor calculation

Page 5 optional demographic information


https://home.treasury.gov/system/files/136/3245-0407-SBA-Form-3508-PPP-Forgiveness-Application.pdf

Form 3508

Who is going to need to use the full Form 35087

1. Anyone not eligible to use Form 3508EZ

2. Generally speaking, any borrower subject to limitations for the
wage reduction limitation

3. Generally speaking, any borrower subject to limitations for the FTE
reduction limitation



24-Week Covered Period

Original rule was 8 weeks
New rule is 24 weeks

Alternative Payroll Covered Period for those who pay bi-weekly or
more often can be used to align the 24-week period with your
payroll date

With the new rule being 24 weeks, the alternative payroll covered
period is probably less likely, although it is still permitted



Eligible Payroll Costs

* Based on Interim Ruling, costs included:

 Compensation to employees (who reside in the United States) as salary,
wages, bonuses, commissions or similar compensation (tips or equivalent)

* Payment for vacation, parental, family, medical or sick leave
* Allowance for separation or dismissal
 Payment for employee benefits of group health care costs and retirement

 Payment of state and local taxes — this is the state unemployment or state
disability charged to the employer, not the income taxes withheld by the
employee



Eligible Payroll Costs

Costs paid OR incurred during the 8 or 24-week covered period (CP)
* Considered paid on the day paychecks are distributed or origination of ACH
* Considered incurred on the day the employee's pay is earned

If incurred and not paid by end of CP, eligible if paid on or before the next regular payroll date.

Each employee's eligible compensation may not exceed an annual salary of $100K
* Maximum amount during CP per employee of $46,153 for the 24-week period

Count payroll costs both paid and incurred only one time

For owner-employee: CANNOT exceed 2.5 months of 2019 compensation or $20,833 whichever
is lower, further restrictions on health and retirement contributions on the next slide

Self-employed: get 2.5 months of 2019 net profit on Schedule C and nothing for retirement or
health insurance, maximum of $20,833

General partners: 2019 SE earnings multiplied by 0.9235 (limited to $20,833)



Ineligible Payroll Costs

« EXCLUDED Payroll Costs

 Compensation of employees who live outside of the United States

« Compensation to an individual employee in excess of an annual salary of S100K, that

means the maximum you can enter is $46,153 per employee for 24 weeks or $15,385 for
8 weeks

* (Qualified sick and family leave wages you received a credit for under the Families First Act
* No forgiveness for health insurance for Schedule C, S Corporation owners or Partners
* No forgiveness for retirement plans for Schedule C or Partners



Payroll Costs

PPP Schedule A used to calculate total payroll costs (Lines 1 —5 uses Tables 1 & 2 to
calculate costs)

Table 1 — Employees who made less than $100k annualized for all pay periods in 2019

Employee's name (do not include owners, independent contractors, self-employed
individuals or partners)

Employee's last four digits of SSN or ITIN
Cash compensation
FTE count for that person — value between .1 and 1.0

Salary/Hourly Wage reduction - this is very complex but it should rarely apply and
employers can avoid it by paying the same rate as they did in Q1, one goal of every
employer should be to not have this limitation apply, it’s within the employer’s control to
pay enough to avoid this

There are reduction exceptions and safe harbor



Payroll Costs

Schedule A

Sch A Worksheet Table 1



Payroll Costs

PPP Schedule A

Table 2 — employees who made more than $100k annualized for any one pay period in 2019

 Employee's name (do not include owners, independent contractors, self-
employed individuals or partners)

* Employee's last four digits of SSN or ITIN

* Cash compensation

* FTE count for that person —value between .1 and 1.0

* Note that the wage reduction does not apply at all on Table 2

* There are reduction exceptions and safe harbor



Payroll Costs

Schedule A

Sch A Worksheet Table 2



Payroll Costs

PPP Schedule A Lines 6 — 9

Line 6 — Employer contributions for group health insurance, excluding any pre-tax or after-
tax contributions by employees

Line 7 — Employer contributions to retirement plans, excluding any pre-tax or after-

tax contributions by employees

Line 8 — Employer paid state and local taxes (state unemployment insurance, not fees)
Do NOT include any taxes withheld from employees

Line 9 — Enter amounts paid to owners (owner-employee, self-employed, general

partners).

* Capped at $20,833 or the 2.5-month equivalent of their applicable compensation in
2019, whichever is lower.

* No health insurance and no retirement plan contributions for Schedule C or Partners
* No health insurance for S Corporporation owners



Payroll Costs - FTE

FTE definition:

1.
2.

Full time is deemed to be 40 hours per week

Take hours and divide by 40 to get the FTE, rounded to the nearest 10t
a) 8 hours per week would be .2 FTE
b) 60 hours per week would be just 1.0 FTE

Simplified method is permitted which allows 1.0 FTE for all individuals 40+ hours per
week and .5 FTE for everyone not full time

a) 8hours per week would be .5 FTE

b) 60 hours per week would be just 1.0 FTE

c) 32 hours per week also .5 FTE

Consistent method of hours to the nearest tenth or the simplified method must be
used across all the measurement periods

Safe harbor is still in place — reaching 100% by time of submitting the loan forgiveness
application, not maintaining 100% until year end or for the 24-week period



Non-Payroll Costs

Original rule — payroll costs must be 75% of the loan proceeds

New rule — payroll costs must be 60% of the loan proceeds, there is no cliff effect,
anything short of 60% will reduce the forgiveness pro rata

Line 2 — Mortgage interest payment during CP if obligation was incurred before February
15, 2020

Line 3 — Business rent or lease payments for real or personal property during the CP if a
lease agreement was in place before February 15, 2020

Line 4 — Business utility payments for electricity, gas, water, transportation, telephone or
internet access during the CP if service began before February 15, 2020

Note — you are not required to report payments you do not want included in the
forgiveness amount. This is key to make sure you stay within the 60%/40% rule. With 24
weeks to count payroll costs, it should be easy to exceed the 60% payroll requirement.



Wage Reduction Limitation

Line 5 of application and Line 3 on Schedule A Worksheet Table 1

 Complete if loan forgiveness must be reduced because of a reduction in employee
salary and wages

 Compare employees pay from January 1, 2020 — March 31, 2020 and during the CP

* |f the wages are restored to full by December 31, that employee can be removed from
the limitation calculation.

 The worksheet must be completed to determine if you need to reduce the
loan forgiveness amount only for employees who had a reduction of more than 25%.

e Be SURE to avoid this.

* Note: If an employee made more than a pro rated $100k in any one pay period of
2019, that employee is not considered for this limitation.

* Employee paid bi-weekly S2k per two weeks and then receives a S2k bonus at year
end S54k of total compensation for the employee, but since one pay period was S4k and it
exceeded $3,846, they are not considered for this limitation, meaning they could in theory
have their 2020 salary reduced during the covered period.



FTE Reduction Limitation

On the application — disclosing employees at the time of the loan application and at time of
forgiveness application. Presumably use the new FTE calculation for this disclosure.

Line 7 on Application and lines 11-13 on PPP Schedule A Worksheet.

FTE Reduction Safe Harbor and Exceptions:
Exceptions from FTE reduction

1. Written offer to rehire employee was rejected by employee

2. Fired for cause, voluntarily resigned, or voluntarily requested & got hours reduction
Safe Harbor 1 — CDC Guidelines

 Unable toreturnto same level of business activity due to Health and Human Services, OSHA or CDC guidelines
Safe Harbor 2 - Restoration of FTE

Both conditions must be met:
 Reduced FTE count from February 15, 2020 to April 26, 2020
 Restore FTE by no later than December 31,2020



FTE Reduction Limitation

FTE Reduction Safe Harbor 1: If vou were unable to operate between February 15, 2020. and the end of the Covered Period at the
same level of business activity as before February 15. 2020 due to compliance with requirements established or guidance issued
between March 1, 2020 and December 31, 2020, by the Secretary of Health and Human Services, the Director of the Centers for Disease
Control and Prevention, or the Occupational Safety and Health Administration related to the maintenance of standards for sanitation,

social distancing, or any other worker or customer safety requirement related to COVID-19, check here [

FTE Reduction Safe Harbor 2: If you satisfy FTE Reduction Safe Harbor 2 (see PPP Schedule A Worksheet). check here 1.

Line 11. Average FTE during the Borrower’s chosen reference period:

Line 12. Total Average FTE (add lines 2 and 5): Thisis the average FTE during the CP

Line 13. FTE Reduction Quotient (divide line 12 by line 11) or enter 1.0 if any of the above criteria aremet:




FTE Reduction Limitation

FTE Reduction Safe Harbor 2:

Step 1. Enter the borrower’s total average FTE between February 15, 2020 and April 26. 2020. Follow the same method that
was used to calculate Average FTE in the PPP Schedule A Worksheet Tables. Sum across all employees and enter:

Step 2. Enter the borrower’s total FTE in the Borrower’s pay period inclusive of February 15, 2020. Follow the same method
that was used in step 1:

Step 3. If the entry for step 2 is greater than step 1, proceed to step 4. Otherwise, FTE Reduction Safe Harbor 2 is not
applicable and the Borrower must complete line 13 of PPP Schedule A by dividing line 12 by line 11 of that schedule.

Step 4. Enter the borrower’s total FTE as of the earlier of December 31, 2020, and the date this application is submitted:
Step 5. If the entry for step 4 is greater than or equal to step 2, enter 1.0 on line 13 of PPP Schedule A: the FTE Reduction Safe

Harbor 2 has been satisfied. Otherwise. FTE Reduction Safe Harbor 2 does not apply and the Borrower must complete
line 13 of PPP Schedule A by dividing line 12 by line 11 of that schedule.



60% Payroll Cost Limitation

Line 10 of the Loan Forgiveness Application

 From the amount of the loan proceeds :
* Make sure 60% or more is spent on payroll costs

* |f you got S100k PPP loan your line 1 payroll costs need to be at least $S60k to be
eligible for full forgiveness

* With 24 weeks to spend the money on payroll it'll be pretty easy to make sure that at
least 60% of your original loan is used on payroll costs



Documentation Required to Submit

* PPP Loan Forgiveness Calculation Form
* PPP Schedule A

* Payroll

* Bank account statements or third-party payroll service provider reports
documenting cash compensation paid to employees.

e Tax forms (or equivalent third-party payroll service provider reports) for the
periods that overlap with the CP.

» Payroll tax filings reported (or will be reported) to the IRS, typically Form 941
and

e State quarterly business and individual employee payroll wage reporting and
unemployment insurance tax filings reported (or will be reported) to the state.

* Payment receipts, cancelled checks, or account statements showing employer
contributions to employer health insurance and retirement plans included in the
forgiveness amount.



Documentation Required to Submit

 FTE documentation (election period of the Borrower):

e Average number of FTE employees on payroll per month between February 15, 2019 and
June 20, 2019 or

* Average number of FTE employees on payroll per month between January 1, 2020 and
February 29, 2020 or

* For seasonal employers, the average number of FTE employees on payroll per month
employed between February 15, 2019 and June 20, 2019, January 1, 2020 and February

29, 2020 or any consecutive 12-week period between May 1, 2019 and September 15,
2019.

 The selected time period must be the same period used for completing PPP Schedule
A, line 11.

 Documents may include:

* Payroll tax filings reported (or that will be reported) to the IRS (typically Form 941) and
state quarterly business and individual wage reporting and unemployment tax filings
reported (or that will be reported) to the state.



Documentation Required to Submit

* Non-payroll costs
* Documentation verifying existence of obligation/services prior to February 15, 2020
* Business mortgage interest payments

* Copy of lender amortization schedule and receipts of cancelled checks verifying
eligible payments made during CP or a lender account statement from February
2020 and the months of the CP through one month after the CP verifying the
amounts of interest paid.

* Business rent or lease payments

* Copy of current lease agreement and receipts of canceled checks verifying the
payments during the CP

* Business utility payments

* Copy of invoices from February 2020 and those paid during the CP and receipts,
cancelled checks, or account statements verifying the eligible payments.



Documentation Not Required to be
Submitted but to be Maintained

PPP Schedule Worksheet A or its equivalent along with documentation supporting:

* The listing of each individual employee in Table 1, including the "salary/wage reduction" calculation, if
necessary

* The listing of each individual employee in Table 2, specifically supporting they received more than an
annualized $100Kin 2019

* Any employee job offers and refusals, firings for cause, voluntary resignations, and written requests from
employees on reductions in their work schedule

 The FTE Reduction Safe Harbor

All other records relating to the PPP loan application, certifications, eligibility, loan forgiveness
and compliance with the PPP requirements.

Retain ALL documentation for SIX years after the date the loan is forgiven or repaid.

Permit authorized SBA representatives and representatives of the Office of the Inspector
General to access these files on request.



Quick review of the rule changes:

1. Form 3508EZnow available

2. Form 3508 updated

3. Payroll costs are now required to exceed 60% of the
costs to count towards loan forgiveness. You can use
100% of the funds for payroll costs.

. 4. FTE and wage reduction restoration by December 31

CI OS] ng or date you submit your application.

5. FTE not reduced for employees who decline the
position, fired for cause, resigned voluntarily,
or reduced hours voluntarily or you are unable to fill
the positions or business activity is limited due to
CDC guidelines ’

6. Owner compensation cannot exceed $20,833

7. Health insurance and retirement plan contributions,
do not count for most owners

> 4
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PPP Loan Balance

* Whatdo | do with the amount not forgiven?
* It becomes aloan, or you can pay it back with no
prepayment penalty
* EIDL Advance will result in an amount not forgiven
* (Can be paid back immediately
- * 1% interest and amortized over 2 - 5 years
CIOSI ng  Payments deferred until you submit the loan
Thoughts forgivenes§ applic:?\tion or 10 months after covered
period whichever is earlier
e Realistically, with 24-weeks to use the funds, up to
40% being allowed for nonpayroll costs and a tax
deduction likely for all the costs that go towards the
forgiveness, every business has a huge incentive and
now a great opportunity to spend 100% of the /
money and have 100% forgiven
> 4
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PPP, EIDL Advance and EIDL Loan
 Many wonder, whatdo | do now? | got one, two or all three:

 EIDL Advance is stated in the application: SBA will
reduce the loan forgiveness amount by the advance
CI . * |f you got the PPP and EIDL Loan, you need to use them
OSl| ng for different purposes during the 24-week period
Th OughtS * If you did not a.Irea?dy apply for ’Fhe EIDL, t.hey have
reopened applications, unclear if there will be money
left, but you can apply once again

* |f you did apply for an EIDL and still have not heard:
e 800-659-2955 or disastercustomerservice@sba.gov ’

Line 11: Enter the smallest of lines 8. 9, or 10. Note: If applicable, SBA will deduct EIDL Advance Amounts from the forgiveness /
amount remitted to the Lender.

(] 42
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Closing

Thoughts

Lots of guidance still needed on questions like these:

B eE

When can you submit the loan forgiveness application?
What is the definition of owner-employee?

Can the relatives of owners have increased payroll?
Clarity for Sch C business - does the owner need to take
a distribution of cash to be paid the payroll costs?
(conflicting guidance on this)

What if Sch C applied with their 2018 Sch C, issue with
the consistency certification?

How is the wage reduction limitation calculated for Q1 if
the business was shut down for a couple weeks in Q1
and payroll was zero?

/
7
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Closing

Thoughts

Entities can still apply for a PPP loan through June 30th
or until the funds run out

Proposals now in House/Senate for a second round of
PPP that would be through Dec 31st. A business could
apply for a second PPP Loan if they have less than 100
employees. Certainly, something worth monitoring
going forward, it's still in the early stages of being
discussed, but something for the small businesses could
happen.

Congress looking to give business a tax deduction for the
costs incurred and then forgiven, this is expected to pass’
later in the year, it should be ok to plan on getting that
tax deduction /

o
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1. When to file the forgiveness application?
* Lateris maybe better

2. 8-week CPvs 24-week CP
* Mostto use 24 weeks, but 8 in some circumstances

3. Which expenses to put on the forgiveness application
» All payroll or the 60/40 split of payroll / rent

Strategies

4. Consider QBl wages / R&D wages if deductions

5. Documenting the FTE reduction reasoning now




We Are Here

To Help

PPP Loan Forgiveness and Consulting Services

Forgiveness application - you complete the application and
submit the documents; we provide advice and
recommendations to help you obtain maximum PPP loan
forgiveness.

Application preparation and document submission services -
we help complete the application and documentation to
submit; we provide recommendations and strategy; and we
provide an assessment of documents borrowers must
maintain but not submit.

Consulting services for loans over $1 million - expanded ’
services related to eligibility, documents submitted, FTE
calculations and SBA audit verification.

o
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Q&A with the COVID-19 Boyum Team

This presentation has been recorded and will be posted on our website within 24 hours under our covid-19 tab.

Chris Wittich, CPA, MBT

Stacy Shaw, CPA, MBA - Randy Feld, CPA, ABV
cwittich@myboyum.com
sshaw@myboyum.com e —— rfeld@myboyum.com
952-858-5552 o 952-858-5588

@RavenousTiger

Nick Swedberg, CPA  Barb Sawdy, CPA, CGMA Tiffany Shermak, CPA Larry Davidson, CPA

nswedberg@myboyum.com bsawdy@myboyum.com tshermak@myboyum.com Idavidson@myboyum.com

952-858-5585 952-858-5559 952-698-9506 952-858-5545
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