Congress Passed PPP Reform.
Now What?

Presented By Cory Halliburton and Maurice Norris
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PPAI Disclaimer

This information is being furnished by PPAI for educational and
informational purposes only. The Association makes no warranties or
representations about specific dates, coverage or application. Consult
with appropriate legal counsel about the specific application of the law
to your business and products.
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Copyright Notice:

These presentation materials are the copyrighted property of
PPAL Distribution or reproduction of content is prohibited.

Thank you for your cooperation and compliance.
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Agenda

* Catch up

* Paycheck Protection Program Flexibility Act

* Loan Forgiveness
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Catch Up-History of Coronavirus Legislation
* 3/6 Coronavirus Preparedness and Response Supplemental Appropriations
Act-$8 billion to combat the coronavirus

* 3/18 Families First Coronavirus Response Act (FFCRA)-$192 billion

* 3/27 CARES Act-$2 trillion
* Paycheck Protection Program, Economic Injury Disaster Loan program, EIDL grants

* Requested amendments
* 4/24 PPP Enhancement Act-$484 billion, including $321 billion for PPP
¢ 6/5 Paycheck Protection Pro 2ram Flexibility Act (PPPFA)
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Catch Up-PPPFA

* Congressional response: H.R. 7010 Paycheck Protection Program
Flexibility Act

* Makes loan forgiveness more accessible

* Also creates more questions
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PPPFA-Important Changes
* Extends the covered period, which is the time frame for using the loan funds
* Relaxes the rule that said 75% of loan funds must be spent of payroll
« Extends the FTE safe harbor deadline for restoring payrolls

« Extends the FTE safe harbor for restoring employee roster numbers
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PPPFA-Important Changes
* Extends the maturity period for loans made after June 5
* Extends the repayment deferral period

* Expands eligibility for the CARES Act’s social security tax deferral provision
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Loan Forgiveness

* Form 3508-Loan forgiveness application
« Instructions for the loan forgiveness application

* Form 3508EZ
* Instruction for Form 3508EZ
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Loan Forgiveness

* Reference materials needed
* Calendar

* Loan documents

* Business records

* Calculator
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Loan Forgiveness

* Process
* Borrowers must submit the completed Loan Forgiveness Application

* Lenders will be responsible for reviewing the applications and determining
loan forgiveness

* Lenders have 60 days to process the applications and notify SBA of their
decisions

* Lenders are also responsible for notifying borrowers of their decisions
regarding forgiveness amounts
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Loan Forgiveness

* Three methods for forgiveness

* 100 percent of the PPP loan amount.

* The result of subtracting any compensation or workforce reductions above 40
percent during the covered period from the loan amount.

* Any payroll costs that are less than 60 percent of the loan amount.
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Loan Forgiveness

* Determine your covered period

« Covered period-begins on the loan disbursement date

* Alternate covered period-borrowers may elect to chose this if they have a
biweekly (or more frequent) pay schedule
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Loan Forgiveness

* A quick note about covered periods

* Borrowers can elect to accept the 8-week covered period from the date of the loan.

* Borrowers may want to elect as much to get the loan forgiven and off the books in
case future SBA lending is necessary.
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Loan Forgiveness
* Calculate all your expenses during your covered period
* What are the qualified expenses?
Payroll costs consist of:

* compensation to employees in the form of salary, wages, commissions, or similar
compensation;

* payment for vacation, parental, family, medical, or sick leave;

« allowance for separation or dismissal;

« payment for the provision of employee benefits consisting of group health care
coverage, including insurance premiums, and retirement;

 payment of state and local taxes assessed on compensation of employees;

« for an independent contractor or sole proprietor, wage, commissions, income, or net
earnings from self-employment or similar compensation.
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Loan Forgiveness

* Calculate all your expenses during your covered period
* What are the qualified expenses?
Nonpayroll costs consist of:
* Mortgage obligations
* Rent obligations

« Utility payments
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Loan Forgiveness

* Determine the impact of salary or wage reductions on the loan
forgiveness amount, if any

* Did you reduce salaries or wages during the covered period?
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Loan Forgiveness

* Determine the impact of FTE reductions on the loan forgiveness
amount, if any

* Required FTE calculation:
For each employee, for the appropriate period (covered period or alternate
covered period):
-Take the average number of hours paid per week, divide by 40, and round the
total to the nearest tenth. The maximum for each employee is capped at 1.0.
-Or, assign a 1.0 for each employee who works 40 hours or more per week and
0.5 for each employee who works fewer hours.
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Loan Forgiveness-Safe Harbor Notice

« Important exceptions to reduction in loan forgiveness amount

* Did you restore FTE levels by the deadline?
* Were you unable to return to the same level of business compared to February 15, 2020?
« Were you unable to rehire employees before the end of the covered period?

* Were you unable to hire similarly qualified employees before the end of the covered
period?
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Loan Forgiveness

* Consider the 60% rule for expenses
* This determination incorporates any impact caused by FTE reductions

« Divide your payroll expenses by .60
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Loan Forgiveness

Paycheck Profuction Program CINER C smirad S J34%-B47
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Loan Forgiveness
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Loan Forgiveness
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Loan Forgiveness
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Loan Forgiveness
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Loan Forgiveness
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Loan Forgiveness
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Loan Forgiveness
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Loan Forgiveness
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Loan Forgiveness
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Loan Forgiveness
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Loan Forgiveness
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Loan Forgiveness

Payroll: Documentation verifying the eligible cash compensation and non-cash benefit payments from the Covered Period or the
Aliemative Payroll Covered Period consisting of each of the following:
a. Bank account statements or third-party payroll service provider reports documenting the amount of cash compensation paid
to employees.
b, Tax forms (or equivalent third-party payroll scrvice provider reports) for the periods that overlap with the Covered Period
or the Altemative Payroll Covered Period:
i.  Payroll tax filings reported, or that will be reported, to the IRS (typically, Form 941); and
ii. State quarterly business and individual employee wage reporting and unemployment insurance tax filings reported,
or that will be reported, to the relevant state.
Payment receipts, 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 (PPP Schedule A,
lines (6) and (7)),
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Loan Forgiveness

FTE: Documentation showing (at the clection of the Borrower):
a the average number of FTE employees on payroll per month employed by the Borrower between February 15, 2019 and
June 30, 2019
b.  the average number of FTE employees on payroll per month employed by the Borrower between January 1, 2020 and
February 29, 2020; o
in the case of a seasonal employer, the average number of FTE employces on payroll per month cmployed by the Borrower
between February 15, 2019 and June 30, 2019; between January 1, 2020 and February 29, 2020 or any consecuive twelve-
week period between May 1, 2019 and September 15, 2019,
The selected time period must be the same time period selected for purposes of 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 employee wage reporting and unemployment insurance Lax filings reported, or that will be reported, to the relevant state.
Documents submitted may cover periods longer than the specific time period.

M rghty pesroed by

W @PPAIProfDev

Loan Forgiveness

Nonpayroll: D verifying the obligations/services prior 1o February 15, 2020 and eligible payments from
the Covered Period.
4 Business morlgage interest payments: Copy of lender amortization schedule and receipts or cancelled checks verifying

cligible payments from the Covered Period; or lender account statements from February 2020 and the months of the Covered
Period through one month after the end of the Covered Period verifying interest amounts and eligible payments.
Business rent of lease payments: Copy of current lease agreement and receipts or cancelled checks verifying cligible
payments from the Covered Period; o lessor account statements from February 2020 and from the Covered Period through
one month after the end of the Covered Period verifying cligible payments.
‘Business utility payments: Copy of invoices from February 2020 and those paid during the Covered Period and receipts,
cancelled checks, or account statements verifying those eligible payments.
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Loan Forgiveness

* After submitting the application

* Not all loans will be fully forgiven. What happens then?

* Recordkeeping requirements
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Speaker’s Contact Info

MauriceN@ppai.org

Resources

* PPAI: www.ppai.org
¢ PPAI Product Responsibility: http://www.ppai.org/inside-

ppai/corporate-responsibility/product-responsibility/

e Consumer Product Safety Commission: www.cpsc.gov,
www.recalls.gov

* QIMA: www.gima.com

* Questions? MauriceN@ppai.org
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