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PPP Loan Forgiveness Guide

Forgiveness Steps

• Review Available Resources

• Understand Your Loan Amount

• Determine Your Covered Period

• Document Eligible Payroll and Non-payroll Costs

• Calculate Your Average FTE

• Identify FTE and Salary/Wages Reductions

• Decide Whether Restoration of FTE and Salary/Wage Reduction Is Possible

• Identify EIDL Advance Amount

• Apply With Your Lender
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PPP Loan Forgiveness Application

© 2020 Brownstein Hyatt Farber Schreck, LLP 3



bhfs.com   |

Interim Final Rule – Loan Forgiveness
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CARES Act – Section 1106
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Treasury – Resource Bank
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PPP Loan Amount

2.5x average monthly payroll

• Either trailing 12-month average OR 2019 average

• Intended to cover 2 months of payroll and some overhead

• Example:

– 2019 average monthly payroll = $10,000

– PPP loan amount: $10,000 x 2.5 = $25,000

– Payroll for 2 months = $20,000

– Overhead = $5,000

• Forgiveness is easy! But only in theory!!
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Covered Period

Covered Period

• 8 weeks (56 days) beginning the day the PPP loan funds are deposited into your bank 
account

• Example:

– If you receive the PPP loan funds in your bank account on April 20, the first day of your 
Covered Period is April 20 and the last day is June 14

Alternative Payroll Covered Period

• 8 weeks (56 days) beginning on the first day of the next pay period following the day 
the PPP loan funds are deposited into your bank account

• Example:

– If you receive the PPP loan funds in your bank account on April 20 and the first day of your 
next pay period is April 26, the first day of your Alternative Payroll Covered Period is Paril 26 
and the last day is June 20
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Eligible Payroll Costs

Compensation

• Maximum of $15,385 per employee (pro rata of $100,000 cap)

• Bonuses okay for employees but not for owners, general partners, or self-employed

Health Insurance, Retirement Contributions, and Taxes

• Includes health insurance, retirement contributions, and state and local taxes

• There is no additional forgiveness  for health insurance or retirement  contributions 
for self-employed because expenses are paid out of net self-employment income

Incurred and/or Paid

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

• Payroll costs are considered paid on the day you distribute paychecks or the day you 
originate your ACH credit transactions

• Last paychecks after Covered Period are also eligible for forgiveness
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Eligible Non-payroll Costs

Mortgage Interest, Rent, Utilities

• Payments of interest (not including any prepayment or payment of principal) on any 
business mortgage obligation on real or personal property incurred before February 
15, 2020

• Payments for business rent or lease payments pursuant to lease agreements for real or 
personal property in force before February 15, 2020

• Payments for a business service for the distribution of electricity, gas, water, 
transportation, telephone, or internet access for which service began before February 
15, 2020

• Cannot exceed 25% of the total forgiveness amount

Paid and/or Incurred

• Non-payroll costs must be paid during the Covered Period OR incurred during the 
Covered Period and paid on or before the next regular billing date, even if the billing 
date is after the Covered Period
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Average FTE

During the Covered Period/Alternative Payroll Covered Period

• Based on 40-hour work week

• For each employee, calculate:

– Either total the number of hours paid per week, divide by 40, and round the total to the 
nearest tenth; the maximum for each employee is 1.0.

– OR assign 1.0 to employees who work 40 hours or more per week and 0.5 to employees who 
work less than 40 hours per week

During the Comparison Period

• Choose either February 15 – June 30, 2019 OR January 1 – February 29, 2020

• Base on 40-hour work week

• Same calculation as above for each employee
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Forgiveness Reduction

FTE Forgiveness Reduction

• If your average FTE during your Covered Period/Alternative Payroll Covered Period is 
less than your average FTE during the Comparison Period, your forgiveness amount 
will be reduced 

• Exceptions: 

– You made a good-faith written offer to  hire back an employee during your Covered 
Period/Alternative Payroll Covered Period, which the employee rejected

– You fired an employee for cause

– An employee voluntarily resigned or asked for reduction in hours

– AND you did not fill the position with a new employee

Salary/Wages Forgiveness Reduction

• If you reduced any employee’s salary or wages by more than 25%, your forgiveness 
amount will be reduced
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Forgiveness Restoration

Forgiveness Restoration

• Applies only to FTE and salary/wages reductions from February 15 – April 26, 2020

• FTE: 

– Determine number of FTE on February 15, 2020

– Determine number of FTE on June 30, 2020

– If the number of FTE on June 30, 2020 is equal to or greater than the number of FTE on 
February 15, 2020, the amount of forgiveness reduced due to FTE reduction will be restored 

• Salary/Wage:

– Determine  the annualized salary/wages of each employee on February 15, 2020

– Determine the annualized salary/wages  of each employee on June 30, 2020

– If the annualized salary/wages on June 30, 2020 is equal to or greater than the annualized 
salary/wage on February 15, 2020, the amount of forgiveness reduced due to salary/wage 
reduction will be restored 
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Other Items

EIDL Advances

• Any EIDL advances received will be subtracted from the forgiveness amount

Required Certifications and Audit Notice

• Note the required certifications and 6-year audit window 

Forgiveness Application

• Apply with your PPP loan lender either after your Covered Period/Alternative Payroll 
Covered Period OR after June 30, 2020

• Practice the forgiveness calculations with SBA/Treasury template application, and 
make adjustments as needed before the last day of your Covered Period/Alternative 
Payroll Covered Period

Unforgiven Amount

• 1% interest and 2-year maturity; payments deferred for 6 months
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Questions? Thank you!

Sarah Mercer
smercer@bhfs.com
303-710-9667


