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Today’s Topics
• Eligible costs
• Step by step process of 

calculating forgiveness – As 
of May 01, 2020

• Additional guidance & 
resources to stay current

3



FR
Eligible Costs

• Payroll Costs
• Compensation to employees including 

salary, wages, commissions or similar 
compensation.

• Cash tips or the equivalent
• Payment for leave
• Allowance for separation or dismissal
• Payments for employee benefits
• Group health care coverage
• Insurance premiums
• Retirement contributions
• Payment of state and local taxes assessed on 

the compensation of employees.

• Mortgage interest on real or personal property  -
For mortgages in effect prior to 2/15/2020

• Rent under a leasing agreement - For 
agreements in effect prior to 2/15/2020

• Utilities 
• Includes payment for electricity, gas, water, 

transportation, telephone, or internet access. -
Service must have been established prior to 
2/15/2020. Other common utilities such as garbage 
collection or security monitoring may also be 
classified as a utility, but a business should confirm 
with the lending institution.
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Step 1
Tr a c k  t o t a l  e l i g i b l e  c o s t s  i n c u r r e d  a n d  p a i d  d u r i n g  
t h e  8 - w e e k  p e r i o d  f o l l o w i n g  t h e  l o a n  f u n d i n g
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Step 2
C a l c u l a t e  p a y r o l l  c o s t s  f o r  f o r g i v e n e s s  f l o o r  
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Step 3
C a l c u l a t e  a n y  %  d e c r e a s e  i n  F T E s  f r o m  8 - w e e k  
c o v e r e d  p e r i o d  
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C a l c u l a t e  a n y  r e d u c t i o n  i n  p a y r o l l  >  2 5 %  o f  p r i o r  
q u a r t e r  
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Step 4

• For any employee who did not 
receive, during any single pay period 
during 2019, wages/salary at an 
annualized rate of pay more than 
$100K and also employees whose 
primary place of residency is outside 
the US.

• Was their payroll during the covered period 
more than 25% less than it was the previous 
full quarter? Reduce forgivable amount by 
the reduction that exceeds 25%.
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C a l c u l a t e  a n y  a d j u s t m e n t  b e c a u s e  F T E s  a n d  
s a l a r y / w a g e s  w e r e  r e s t o r e d  b y  J u n e  3 0  
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Step 5

• If “restore” criteria are met, steps 3 
and 4 are ignored.

Step 6
• C a l c u l a t e  n o n - p a y r o l l  r e l a t e d  c o s t s  p a i d

• U t i l i t i e s

• R e n t
• M o r t g a g e  I n t e r e s t
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• Independent contractors paid by the 
company are NOT included in payroll 
costs

• Many national payroll providers have 
developed PPP-compliant reports to 
track both payroll and benefits

• A separate PPP bank account may 
assist in tracking costs

• Self-employed individuals' 
compensation limited to 8/52 net 
profit from 2019 Form Schedule C

Additional Points to Consider
• Rent lease agreements and utility service 

agreements must be in place as of February 
15, 2020

• Expenses paid with forgivable loans are not 
tax deductible. IRS Notice 2020-32

• Benefits for owners (e.g. health insurance) 
are not eligible costs for forgiveness.

• Professional Employer Organization (PEO) 
services are eligible payroll costs
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• AICPA
• https://www.aicpa.org/interestareas/privat

ecompaniespracticesection/qualityservicesd
elivery/sba-paycheck-protection-program-
resources-for-cpas.html 

• https://www.aicpa.org/news/aicpa-
coronavirus-resource-center.html

• Treasury / SBA
• https://home.treasury.gov/system/files/136

/Paycheck-Protection-Program-Frequently-
Asked-Questions.pdf

• More guidance to come!!
• Presentation specifically omits 

discussion on forgiveness as it relates to 
eligible borrowers.
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Additional Resources



Q & A Thank You.
Andrea Diaz, CPA, ABV, MST

973 335 1112

Adiaz@skcandco.com

www.skcandco.com
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