This slide deck contains information on the COVID-19 related Loan
Options & Forgiveness Strategies and is the most up-to-date as of
October 1, 2020.
Changes are constant and additional guidance is on-going. We will
keep you posted on changes through our weekly webinar updates
and COVID-19 resource center. You can also reach out to your Sax
advisor for the most recent information.
Please visit our Resource Center at www.saxllp.com for on-going
updates, or email covid19@saxllp.com with questions.
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Our firm provides the information in this webinar presentation for general
guidance only, and does not constitute the provision of legal advice, tax advice,
accounting services, investment advice, or professional consulting of any kind.
The information provided herein should not be used as a substitute for
consultation with professional tax, accounting, legal, or other competent advisers.
Before making any decision or taking any action, you should consult a
professional adviser who has been provided with all pertinent facts relevant to
your particular situation.
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Today’s Agenda
• Introduction
• Updates
– Stimulus Package

• Furloughed Employees
• PPP Loan Forgiveness Perspectives
– Borrower Perspective
– Lender Perspective
– CPA Perspective
– PPP Loan Forgiveness Tool

Updates

Updates
Stimulus Package

• Stimulus talks were halted after the Democrats & Republicans could not agree on
an additional stimulus package
– HEROES Act (~3.0 Trillion) vs. HEALS Act (~1.0 Trillion)
• State and Local Funding
• Liability Protection
• Stimulus Payments
• Tenant & Homeowner Assistance
• Unemployment Assistance
• Testing & Contact Tracing
• Tax Credits & Incentives

• Bipartisan support for PPP 2.0

Updates
Stimulus Package (cont’d)

• House Speaker Pelosi & House Democrats released a $2.2 trillion package earlier
this week
• Narrower than HEROES Act, but not expected to pass Senate
• Highlights include:
–
–
–
–
–
–
–
–
–

State and Local Funding
$1,200 Stimulus Payments / $500 per Dependent
$600 Unemployment Assistance
Testing & Contact Tracing
Enhanced Employee Retention Credit
Industry Aid for Airlines & Restaurants
State and Local Tax Cap
Tenant & Homeowner Assistance
Limitations on CARES Act excess business loss and net operating losses

Furloughed Employees

Furloughed Employees
Recap

• Furloughed vs. Terminated
– Furloughed
• Temporary layoff
• Generally do not collect wages, but benefits remain

– Terminated
• Permanent dismissal
• Wage and benefit period generally ends, but consider other factors (i.e., COBRA)

• How are furloughed employees treated for purposes of FTE reductions
and/or salary reductions?

Furloughed Employees
FTE Rehire Exception Summary

• Restore employees terminated/furloughed between February 15, 2020 – April 26,
2020 by December 31, 2020
• Maintain written documentation of:
–
–
–
–

Employees fired for cause
Employees who voluntarily resigned
Employees voluntarily requested and received a reduction in hours
Employees whose hours were reduced and the employee refused an offer to restore
hours at the same salary/wage

• Safe Harbor #1
– Good faith documentation of an inability to rehire personnel who were employees as of
February 15, 2020, as well as an inability to rehire similarly-qualified employees by
December 31, 2020

Furloughed Employees
FTE Rehire Exception Summary (cont’d)

• Safe Harbor #2
– Good faith documentation of an inability 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

Furloughed Employees
Salary Reduction Summary

• Salary Reductions
– Reduction in excess of 25% of an employee’s salary or wages
• New 2020 employees; and/or
• Each existing employee who was not paid more than $100K annualized in any 2019 pay period

– Borrower must reduce total forgiveness amount by the total dollar amount of the salary or wage
reductions in excess of 25% of base salary or wages between January 1, 2020 and March 31,
2020
– Reduction calculation performed on a per employee basis
– Reduction calculation is extrapolated for the entire covered period, irrespective of whether an early
application is filed

• To ensure that borrowers are not doubly penalized, the salary/wage reduction only
applies to the portion of the decline that is not attributable to the FTE reduction

PPP Loan Forgiveness

Perspectives

PPP Loan Forgiveness
Borrower Perspective
1. I want to put this behind me – can I apply now?

2. Will applying now prevent the potential negative impact against future rule changes?
3. If they release PPP 2.0, do I have to apply for forgiveness for PPP 1.0?
4. How long is it going to take to prepare the forgiveness application?
5. How much documentation are the banks going to require? Will I be required to upload
everything electronically or will paper format be acceptable?

PPP Loan Forgiveness
Lender Perspective
1. When will the SBA tell us that they will allow loans below a certain threshold to be forgiven
by borrowers’ attestation only?
2. How are we going to be able to process all these loans? Do we even have enough
knowledgeable people to get this done on a timely basis?

3. There appears to be a lot of uncertainty still in the rules. As bankers we don’t like gray
areas, it keeps us up at night. When will the SBA fill in the blanks so we don’t get screwed?
4. We have clients that want to file but we and others are telling them to wait for more clarity –
they are getting anxious and mad. How do we calm them down?
5. The SBA portal to send in applications is easy to use, getting an answer that the loan is
forgiven is not. They have 3 months, but will it take longer to get an answer?

PPP Loan Forgiveness
CPA Perspective
1. Are the rules finalized?

2. How will FTE reductions work if applying for forgiveness before the end of the Covered
Period?
3. What are the financial statement and tax implications of applying for loan forgiveness?
4. Will loans below a certain threshold receive automatic forgiveness?

5. Will there be a PPP 2.0 and/or other stimulus that could impact loan forgiveness?

PPP Loan Forgiveness
Open Questions

• The following questions are still unclear and require further guidance:
1.
2.
3.
4.

5.
6.
7.
8.

Will the expenses be deductible for tax purposes?
How will the state taxing jurisdictions treat the forgiven funds?
How do borrowers document the FTE rehire exceptions?
How will FTE rehire exceptions apply if borrowers apply for forgiveness before the end of the
covered period?
Will the costs eligible for forgiveness be expanded?
Will PPP loans beneath a certain threshold receive automatic forgiveness?
When will new guidance be released by the SBA and/or Treasury?
How many more times will the forgiveness application change prior to being submitted?

PPP Loan Forgiveness Tool

PPP Loan Forgiveness
PPP Loan Forgiveness Tool
Some of the features of the tool:
•
•
•
•
•
•

Manage your application in one place
Allows for forgiveness applications for multiple businesses
Bulk upload of information
Directly input payroll values from authorized payroll reports
Preview the 3508 form before signature
Instant verification of payroll, utility and bank account transaction data is available through
secure integrations to trusted third party systems
• Creates a zip file with all the information that can be sent to the bank
Note that banks may want more information than this.
If you’re interested in learning more about the PPP Loan Forgiveness Application Tool,
please email covid19@saxllp.com with “Application Tool” in the subject line.

Upcoming Webinar
TBD
Recovery Update: COVID-19 Loan Options and Forgiveness Strategies

More Resources
• For additional questions: Email Covid19@saxllp.com

• Visit Sax’s COVID-19 Resource Center found on Saxllp.com to register for
webinars and for on-going information and resources.

