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Weekly Briefing for Small Business
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June 24, 2020 - PPP EZ Application: Maximizing PPP Loan Forgiveness
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DISCLAIMER

« The materials and information provided in this webinar and on
NFIB's website are for informational purposes only and not for
the purpose of providing legal or tax advice. You should contact
your attorney and/or tax professional to obtain advice with
respect to any particular issue or problem.

« This is based on information available by 6/23/20.

« For the latest, visit https://home.treasury.gov/policy-
issues/cares/assistance-for-small-businesses
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https://home.treasury.gov/policy-issues/cares/assistance-for-small-businesses

Agenda

1. EIDL Loan

2. PPP Overview

3. PPP Loan Forgiveness Application EZ Form
4. PPP Loan Forgiveness Application Hard Form

5. Q&A
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Economic Injury Disaster Loan




Economic Injury Disaster Loan

* SBA IS ACCEPTING APPLICATIONS AGAIN

The SBA's EIDLs provide working capital to help small
businesses survive until normal operations resume after a
disaster.

 Payroll costs, including benefits,
Fixed debts (mortgage, rent, lease),
Accounts payable,

Other bills.
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PPP Loan Forgiveness EZ Form




*

Al

PPP Forgiveness

The PPP is loan. Borrowers agreed to pay back the bank 100% of the
loan amount within 2 years (or 5 years for loans originated after June 5).

Forgiveness is not automatic. Borrowers must apply for forgiveness
with the bank using an approved forgiveness application.

If the bank approves the forgiveness application, the bank will request
that SBA pay down the loan by the forgiveness amount line 8 on Form
3508EZ or line 11 on Form 3508. Borrowers pay any remaining
difference as a loan.

Borrowers can apply for forgiveness before the end of the covered
period (8-week or 24-week covered period) if the borrower has used all
the loan proceeds for which the borrower is requesting forgiveness.
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PPP Overview

« At least 60% spent on payroll. Less than 60% spent on payroll
will reduce the forgiveness amount. 100% can be spent on
payroll.

- At most 40% spent on nonpayroll costs of rent, mortgage
interest and utilities (electricity, gas, water, transportation,

telephone, and internet access). 0% can be spent on
nonpayroll.
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New Payroll Compensation Limits

EMPLOYEES
Payroll costs including salary, wages, and tips, up to $100,000 of annualized pay per employee

« for 24 weeks, a maximum of $46,154 per individual
OR
- for 8 weeks, a maximum of $15,385 per individual

as well as covered benefits for employees (but not owners), including health insurance, retirement
contributions, and state taxes imposed on employee payroll paid by the employer (such as
unemployment insurance premiums);

OWNER COMPENSATION REPLACENEMT
« 2.5 months' worth (2.5/12) of 2019 net profit (up to $20,833) for a 24-week covered period
OR
« eight weeks' worth (8/52) of 2019 net profit (up to $15,385) for an eight-week covered period
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New Payroll Compensation Limits

OWNER COMPENSATION REPLACEMENT
« 2.5 months' worth (2.5/12) of 2019 net profit (up to $20,833) for a 24-week covered period
OR
» eight weeks' worth (8/52) of 2019 net profit (up to $15,385) for an eight-week covered period

- Health benefits: Health insurance contributions made on behalf of self-employed individuals,
general partners, and owner-employees of an S-corp are not eligible for forgiveness. Health
insurance contributions made on behalf of C-corp owner-employees are eligible for forgiveness.

- Retirement benefits: Loan forgiveness is not available for retirement contributions made on
behalf of self-employed individuals or general partners. Retirement contributions made on behalf
of owner-employees of an S-corp, as well as owner-employees of a C-corp, are eligible for loan
forgiveness.
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Forgiveness Forms

« Form 3508EZ - 2-page form. Three categories eligible to use the
EZ form.

« Form 3508 - 5-page form, including worksheets.
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Who Can Use the EZ?

You (the Borrower) can apply for forgiveness of your Paycheck Protection Program {PPP) loan using this SBA Form 3508EZ if
you can check at least one of the three boxes below. Do not submit this Checklist with your SBA Form 3508EZ.

[0 The Borrower 15 a self~employed individual, independent contractor, or sole proprietor who had no employees at the time

of the PPP loan application and did not include any employee salaries in the computation of average monthly payroll in
the Borrower Application Form (SBA Form 2483).

The Borrower did not reduce annual salary or hourly wages of any employee by more than 25 percent during the Covered
Period or the Alternative Payroll Covered Period (as defined below) compared to the period between January 1, 2020 and
March 31, 2020 (for purposes of this statement, “employees™ means only those employees that did not receive, during any
single period during 2019, wages or salary at an annualized rate of pay in an amount more than $100,000);

AND
The Borrower did not reduce the number of employees or the average paid hours of employees between January 1, 2020
and the end of the Covered Period. (Ignore reductions that arose from an inability to rehire individuals who were
employees on February 15, 2020 if the Borrower was unable to hire similarly qualified employees for unfilled positions
on or before December 31, 2020. Also ignore reductions in an employee’s hours that the Borrower offered to restore and
the emplovee refused. See 85 FR 33004, 33007 (June 1, 2020) for more details.

The Borrower did not reduce annual salary or hourly wages of any employee by more than 25 percent during the Covered
Period or the Alternative Payroll Covered Period (as defined below) compared to the period between January 1, 2020 and
March 31, 2020 (for purposes of this statement, “employees™ means only those employees that did not receive, during any

single period during 2019, wages or salary at an annualized rate of pay in an amount more than $100,000);
AND

The Borrower was unable to operate during 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 Conirol and Prevention, or
the Occupational Safety and Health Administration, related to the maintenance of standards of sanitation, social
distancing, or any other work or customer safety requirement related to COVID-19.



[1 The Borrower is a self~employed individual, independent contractor, or sole proprietor who had no employees at the time
of the PPP loan application and did not include any employee salaries in the computation of average monthly payroll in
the Borrower Application Form (SBA Form 2483).
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[1 The Borrower did not reduce annual salary or hourly wages of any employee by more than 25 percent during the Covered
Period or the Alternative Payroll Covered Period (as defined below) compared to the period between January 1, 2020 and
March 31, 2020 (for purposes of this statement, “employees” means only those employees that did not receive, during any

single period during 2019, wages or salary at an annualized rate of pay in an amount more than $100,000);
AND

The Borrower did not reduce the number of employees or the average paid hours of emplovees between January 1, 2020
and the end of the Covered Period. (Ignore reductions that arose from an inability to rehire individuals who were

employees on February 15, 2020 if the Borrower was unable to hire similarly qualified employees for unfilled positions
on or before December 31, 2020. Also ignore reductions in an employee’s hours that the Borrower offered to restore and

the employee refused. See 85 FR 33004, 33007 (June 1, 2020) for more details.

T —— T - - - T - - - T - - - - - - - - - - - ——m" - ———" o ——" - ———" - - - - ——" - ——" - - " - - - - - - - " - —— - ——— -
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[1 The Borrower did not reduce annual salary or hourly wages of any employee by more than 25 percent during the Covered
Period or the Alternative Payroll Covered Period (as defined below) compared to the period between January 1, 2020 and
March 31, 2020 (for purposes of this statement, “emplovees” means only those emplovees that did not receive, during any
single period during 2019, wages or salary at an annualized rate of pay in an amount more than $100,000);

AND
The Borrower was unable to operate during 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 of sanitation, social
distancing, or any other work or customer safety requirement related to COVID-19.
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The Borrower was unable to operate during the Covered Period at the same level of business activity as before February
15. 2020, due to compliance with requirements established or guidance i1ssued 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 of sanitation, social
distancing, or any other work or customer safety requirement related to COVID-19.

Examples

 Mandated closure of non-essential businesses

* Limited business operations (only outdoor seating, 50% max capacity)

* Increased sanitation and cleaning processes resulting in fewer customers

* Require social distancing in business that results in fewer customer

* Had to refuse customers because of non-compliance with health and safety orders
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If vou can check at least one of the three boxes above, complete this SBA Form 3508EZ in accordance with the instructions below,
and submit it to your Lender (or the Lender that 15 servicing vour loan). Borrowers may also complete this application
electronically through their Lender. If yvou are unable to check one of the boxes above, you cannot use SBA Form 3508EZ and

instead you must apply for forgiveness of your PPP loan using SBA Form 3508.
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j""‘"kﬁ:‘ Paycheck Protection Program OMBE Control No. 3245-0407

'Q?:f PPP Loan Forgiveness Application Form 3508EZ Expiration date: 10/31/2020
Business Legal Name (“Borrower™) DBA or Tradename, if applicable
Business Adidress Business TIN (EIN, S5X) Business Pl
Primary Contact | I‘Ii-mil-l Address
SBA PPP Loan Number: Lender PPP Loan Number:
PPP Loan Amount: PPP* Loan Disbursement Date:
Emplovees at Time of Loan Application: Employvees at Time of Forgiveness Application:
EIDL Advance Amount: EIDL Application Number:

Payroll Schedule: The frequency with which payroll is paid to employees is:

L. Weekly Ll Biweekly (every other week) Ll Twice a month _! Monthly L Other
Covered Period: 1o
Alternative Pavroll Covered Period, if applicable: to

If Borrower (together with affiliates, if applicable) received PPP loans in excess of $2 million, check here: CJ
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Forgiveness Amount Caleulation:

Pavroll and Nonpavroll Costs
Line 1. Payroll Costs:

Line 2. Business Mortgage Interest Payments:

Line 3. Business Rent or Lease Payments:

Line 4. Busimness Unlity Payments:

Potential Formveness Amounts
Line 5. Add the amounts on hnes 1, 2, 3, and 4

Line 6. PPP Loan Amount:
Line 7. Pavroll Cost 60F% Requirement (divide Line 1 by (.60):

Formveness Amount
Line 8. Forgiveness Amount (enter the smallest of Lines 5, 6, and 7):
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ot Paycheck Protection Program
f = PPF Loan Forgiveness Application Form 3508EL

The Auﬂmrlza:l Represenmlwe n:nf the Borrower cemfe.s. to all nfthe below 1:,.1.,.- mltml.mg ne:-'.l to each one.

The dollar amount for which forgiveness 1s requested:

s was used to pay costs that are eligible for forgiveness ( payroll costs to retain employees; business mortgage interest
payments; business rent or lease payments; or business utility payments);

¢ includes payroll costs equal to at least 60% of the forgiveness amount;

¢ it a 24-week Covered Period applies, does not exceed 2.5 months’ worth of 2019 compensation for any owner-
employee or self-emploved individual/general partner, capped at $20,833 per individual; and

¢ if the Borrower has elected an 8-week Covered Period, does not exceed 8 weeks” worth of 2019 compensation for
any owner-employee or self-employed individual/general partner, capped at 515,385 per individual.

I understand that if the funds were knowingly used for unauthorized purposes, the federal government may pursue recovery
of loan amounts and/or civil or criminal fraud charges.

The Borrower did not reduce salaries or hourly wages by more than 25 percent for any employee during the Covered Penod
or Alternative Payroll Covered Period compared to the period between January 1, 2020 and March 31, 2020. For purposes

of this certification, the term “employee™ includes only those employees that did not receive, during any single period dunng
2019, wages or salary at an annualized rate of pay in an amount more than 5100,000.

The Borrower has accurately verified the payments for the eligible payroll and nonpayroll costs for which the Borrower is
requesting forgiveness.

I have submitted to the Lender the required documentation verifying payroll costs, the existence of obligations and service

{as applicable) prior to February 15, 2020, and eligible business mortgage interest paymenis, business rent or lease payments,
and business utility payments.
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The information provided in this application and the information provided in all supporting documents and forms is true
and correct in all material respects. | understand that knowingly making a false statement to obtain forgiveness of an SBA-
guaranteed loan is punishable under the law, including 18 USC 1001 and 3571 by imprisonment of not more than five years
and/or a fine of up to $250,000; under 15 USC 645 by imprisonment of not more than two years and/or a fine of not more
than £5.000; and, if submitted to a Federally insured institution, under 18 USC 1014 by imprisonment of not more than thirty
years and/or a fine of not more than 51,000,000,

The tax documents I have submitted to the Lender are consistent with those the Borrower has submitted/will submit to
the IRS and/or state tax or workforce agency. | also understand, acknowledge, and agree that the Lender can share the
tax information with SBA’s authorized representatives, including authorized representatives of the SBA Office of

Inspector General, for the purpose of ensuring compliance with PPP requirements and all SBA reviews.

I understand, acknowledge, and agree that SBA may request additional information for the purposes of evaluating the
Borrower’s eligibility for the PPP loan and for loan forgiveness, and that the Borrower’s failure to provide information
requested by SBA may result in a determination that the Borrower was ineligible for the PPP loan or a denial of the
Borrower's loan forgiveness application.
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In addition, the Authorized Representative of the Borrower must certify by initialing at least ONE of the following two items:

The Borrower did not reduce the number of employees or the average paid hours of employees between January 1, 2020 and
the end of the Covered Period (other than any reductions that arose from an inability to rehire individuals who were
employees on February 15, 2020, if the Borrower was unable to hire similarly qualified employees for unfilled positions on
or before December 31, 2020, and reductions in an employee’s hours that a borrower offered to restore and were refused).

The Borrower was 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 of sanitation, social distancing, or any other work or customer safety requirement related to COVID-19.

The Borrower”s eligibility for loan forgiveness will be evaluated in accordance with the PPP regulations and guidance issued by

SBA through the date of this application. SBA may direct a lender to disapprove the Borrower’s loan forgiveness application if SBA
determines that the Borrower was ineligible for the PPP loan.

Signature of Authorized Representative of Borrower Date

Print Mame Title
SBA Form 3508EZ (06/20)
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Documents that Each Borrower Must Submit with its PPP Loan Forgiveness Application Form 3508EL

PPP Loan Forgiveness Calculation Form 3508EZL

Payroll: Documentation verifying the eligible cash compensation and non-cash benefit payments from the Covered Period or the
Alternative Payroll Covered Period consisting of each of the following:

d.

b.

Bank account statements or third-party payroll service provider reports documenting the amount of cash compensation paid
to employees.
Tax forms (or equivalent third-party payroll service provider reports) for the periods that overlap with the Covered Period
or the Alternative Payroll Covered Penod:

i.  Payroll tax filings reported, or that will be reported, to the IRS (typically, Form 941); and

1. State quarterly business and individual employee wage reporting and unemployment insurance tax filings reported,

or that will be reported, to the relevant state.

Payment receipis, cancelled checks, or account statements documenting the amount of any employer contributions to
employee health insurance and retirement plans that the Borrower included in the forgiveness amount.
If you checked only the second box on the checklist on page 1 of these instructions, the average number of full-time
equivalent employees on payroll employed by the Borrower on January 1, 2020 and at the end of the Covered Period.

Noapayroll: Documentation verifying existence of the obligations/services prior to February 15, 2020 and eligible payments from
the Covered Period.

d.

Business mortgage interest payments: Copy of lender amortization schedule and receipts or cancelled checks verifying
eligible payments from the Covered Period; or lender account statements from February 2020 and the months of the Covered
Pernod through one month afier the end of the Covered Period verifying interest amounts and eligible payments.

Business rent or lease payments: Copy of current lease agreement and receipts or cancelled checks verifying eligible
paymenis from the Covered Period; or lessor account statements from February 2020 and from the Covered Period through
one month after the end of the Covered Period verifying eligible payments.

Business utility payments: Copy of inveices from February 2020 and those paid during the Covered Penod and receipts,
cancelled checks, or account statements verifying those eligible payments
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Documents that Each Borrower Must Maintain but is Not Reguired to Submit

Documentation supporting the certification that annual salaries or hourly wages were not reduced by more than 25 percent during the
Covered Period or the Alternative Payroll Covered Period relative to the period between January 1, 2020 and March 31, 2020. This
documentation must include payroll records that separately list each employee and show the amounts paid to each employee durning
the period between January 1, 2020 and March 31, 2020, and the amounts paid to each employee during the Covered Period or
Alternative Payroll Covered Period.

Documentation regarding any employee job offers and refusals, refusals to accept restoration of reductions in hours, firings for
cause, voluntary resignations, written requests by any employee for reductions in work schedule, and any inability to hire similarly
qualified employees for unfilled positions on or before December 31, 2020.

Documentation supporting the certification, if applicable, that the Borrower did not reduce the number of employees or the average
paid hours of employees between January 1, 2020 and the end of the Covered Period (other than any reductions that arose from an
inability to rehire individuals who were employees on February 15, 2020, if the Borrower was unable to hire similarly qualified
employees for unfilled positions on or before December 31, 2020). This documentation must include payroll records that separately
list each employee and show the amounts paid to each employee between January 1, 2020 and the end of the Covered Period.

Documentation supporting the certification, if applicable, that the Borrower was 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 of sanitation, social distancing, or any other work or customer safety requirement related to
COVID-19. This documentation must include copies of the applicable requirements for each borrower location and relevant
borrower financial records.

All records relating to the Borrower™s PPP loan, including documentation submitted with its PPP loan application, documentation
supporting the Borrower’s certifications as to the necessity of the loan request and its eligibility for a PPP loan, documentation
necessary to support the Borrower™s loan forgiveness application, and documentation demonstrating the Borrower”s material
compliance with PPP requirements. The Borrower must retain all such documentation in its files for six years after the date the loan
15 forgiven or repaid in full, and permit authonzed representatives of SBA, including representatives of its Office of Inspector
General, to access such files upon request.



PPP Loan Forgiveness Hard Form




PPP Loan

Application
Instructions
(hard form)

FTE Reduction Exceptions: Indicate the FTE of (1) any positions for which the Borrower made a good-faith, written offer to rehire
an individual who was an employee on February 15, 2020 and the Borrower was unable to hire similarly qualified employees for
unfilled positions on or before December 31, 2020; (2) any positions for which the Borrower made a good-faith, written offer to
restore any reduction in hours, at the same salary or wages, during the Covered Period or the Alterative Covered Period and the
employee rejected the offer, and (3) any employees who during the Covered Period or the Alternative Payroll Covered Period (a) were
fired for cause, (b) voluntarily resigned, or (c¢) voluntanly requested and received a reduction of their hours. In all of these cases,
include these FTEs on this line only if the position was not filled by a new employee. Any FTE reductions in these cases do not
reduce the Borrower’s loan forgiveness.

Boxes 1 through 5: Enter the sums of the amounts in each of the columns.

FTE Reduction Safe Harbors
Two separate safe harbors exempt certain borrowers from any loan forgiveness reduction based on a reduction in FTE employee levels:

1. The Borrower is exempt from the reduction in loan forgiveness based on a reduction in FTE employees described above if the

Borrower, in good faith, is able to document that it was 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,

2. The Borrower is exempt from the reduction in loan forgiveness based on a reduction in FTE employees described above if both of

the following conditions are met: (a) the Borrower reduced its FTE employee levels in the period beginning February 15, 2020, and
ending April 26, 2020; and (b) the Borrower then restored its FTE employee levels by not later than December 31, 2020 to its FTE

employee levels in the Borrower’s pay peniod that included February 15, 2020.
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PPP Loan Forgiveness Application (hard version)

FTE Reduction Safe Harbor 2:

Step 1.  Enter the borrower’s total average FTE between February 15, 2020 and Apnil 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 i 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.
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Additional Resources
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MBAs Fight COVID-19 is a group of MBA students from
business schools around the US working with small
businesses to respond to the COVID-19 crisis.

We provide to help
businesses think through a variety of topics, including:

. Applying to federal funding programs (PPP, EIDL)
. Reaching more customers online

. Pivoting business strategy

. ...and more!

To learn more about MBAs Fight COVID-19 and to get

matched with an MBA student, email
Elizabeth.Milito@nfib.org




NFIB Tip Sheet for Calculating Loan Forgiveness

NFIB

COVID-19 NFIB Covid-19 Weekly Webinar Series
Resources

NFIB Coronavirus Resources

NFIB PPP Loan and EIDL Side-by-Side Comparison Chart

NFIB FFCRA Tax Credit Tip Sheet
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https://www.nfib.com/assets/NFIB-PPP-Loan-Forgiveness-Sheet-05202020-web.pdf
https://www.nfib.com/content/analysis/coronavirus/latest-on-coronavirus-from-nfib/
https://www.nfib.com/assets/Small-Business-Loans-Side-by-Side.pdf
https://assets.nfib.com/nfibcom/NFIB-FFCRA-Tax-Credits.pdf




info@nfib.org

800-NFIB-NOW

www.nfib.com
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