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This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.
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PPP Forgiveness Changes - How did we get here?

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.



PPP Forgiveness Changes - How did we get here?

PPP 
Applications 

Begin
April 3rd

PPP
Flexibility

Act
June 5th

• 8-weeks 
• 75% payroll requirement
• Had to reverse reductions in FTE and wages 

prior to June 30, 2020 or forgiveness reduced 
proportionately

• 8-weeks or 24-weeks (latest December 31, 2020)
• 60% payroll requirement
• Exemptions for employee/salary reductions
• Extended deadlines to reduce reductions in FTE and 

wages to December 31, 2020

3508 EZ June 18th3058
Application

May 15th No calculation of reduction of 
forgiveness due to reduction of 
headcount or wages. Schedule A 
and Schedule A Worksheet 
unnecessary. 

HEALS or HEROES Act?
Further simplified process?

3508S October 8th

Simplified form for loans $50,000 
or less so long as borrower, 
together with its affiliates, received 
PPP loans totaling less than 
$2,000,000



PRACTICAL TIP #1:

TIME IS ON YOUR SIDE
Have up to 10 months after the end of your Covered Period 
to file for forgiveness before you have to start paying 
principal and interest.  



PRACTICAL TIP #2:

CHOOSE THE RIGHT FORM
If your loan is $50,000 or less and you and your affiliates received 
PPP loans totalling less than $2 million, use form 3508S. If you 
cannot qualify for form 3508S, which is the most simple PPP 
forgiveness form, form 3508 EZ really is easier than 3508. Consider 
effects of different covered periods, the safe harbor and exemptions 
that may allow you to qualify for Form EZ.



PRACTICAL TIP #3:

LESS IS JUST FINE
Make your application and supporting materials as clean 
and simple as possible.



Choosing The Right Forgiveness Form

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.



New Form 3508S
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On Oct. 8, 2020, the SBA came out with a new, simplified form - 3508S. 

Any borrower with an individual PPP loan of $50,000 or less AND that, together with its affiliates did not 
receive PPP loans totaling $2 million or greater, qualifies to use Form 3508S REGARDLESS of whether the 
borrower reduced staff or salaries.

If you did reduce staff or salaries, Form 3508S allows you to avoid any reduction in your PPP forgiveness 
amount regardless of such reduction. 3508S is even easier than form 3508 EZ and if qualify, 3508S is the 
form you should use. 

The supporting documentation you must supply to the bank is the same as 3508EZ and 3508, but the 
completion of form 3508S itself is very simple.



Who May Use The EZ Form?

Self-employed, independent contractor or sole proprietor who has no employees;
OR

A borrower with no reductions of salaries or wages by more than 25% during the Covered Period 
(or Alternative Covered Period) compared to the period between January 1, 2020 and March 31, 2020 

AND

A
Borrower did not reduce the number

of employees or paid hours of
employees between January 1 2020 and 

the end of the Covered Period
(See safe harbors and exceptions)

B
Borrower was unable to operate during the Covered Period at 

the same level of business activity as before February 15, 
2020 due to Health and Human Services, CDC or OSHA 

requirements or guidance assessed between March 1, 2020 
and December 31, 2020 related to the maintenance of 

sanitation, social distancing, or any other work or customer 
safety requirements related to COVID-19  

OR



OPTION B

SBA Interim Rule June 26, 2020

“Borrowers that can certify that they have documented in good faith that their reduction in business activity during the 
Covered Period stems directly or indirectly from compliance with COVID Requirements or Guidance are exempt. . .” 

Documentation must include:

Copies of applicable COVID Requirements or Guidance for each business location;

AND

Relevant borrower financial records.



Choosing The Right Covered Period

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.



Choosing the Right Covered Period

Borrowers may elect an Alternative Payroll Period that begins on the first day of the 
first payroll cycle after disbursement of the PPP loan and ends on 

the day 8-weeks or 24-weeks thereafter, as applicable. 

Alternative Payroll Period only applies to payroll costs and
may only be used for payroll periods that are bi-weekly or more frequent. 

OR



Choosing the Right Covered Period

8-Weeks:
• Only for loans receiving an SBA loan number 

on or before June 5, 2020.

• Desirable if you spent all your PPP funds on 
eligible costs, meet the 60% payroll threshold 
and didn’t reduce salary or headcount during 
the 8-week period or qualify for a safe harbor 
or exception.

• Less calculations and supporting 
documentation required.

• No questions about PPP continuing FTE 
obligations.

24-Weeks:
• Increases forgiveness expenses up to an 

additional 16-weeks (but not past December 31).

• More expenses likely to compensate for 
reductions of employees or salary.

• Allows you to take advantage of longer 
opportunity to restore FTE (up to December 31).

• You may apply before end of 24-weeks. Salary 
reductions extrapolated out. Application silent on 
FTE reduction.



Employee Payroll Costs

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.



May Include:
• Salary, wage, cash tips, commissions, bonuses and 

hazard pay (use gross amount before deductions for 
taxes, employee benefits and similar payments)

• Payments for vacation, parental, family, medical or sick 
leave

• Allowance for dismissal or separation

• Employer contributions to health insurance

• Employer contributions to employee retirement plans

• Employer payments of state and local taxes assessed 
on employee compensation

Do NOT Include: 
• Qualified sick or family leave that was allowed under 

the Families First Coronavirus Response Act

• Cash compensation (not including health insurance or 
retirement contributions) of an individual employee in 
excess of $100,000 as prorated for the covered period 
(i.e. don’t exceed $46,154 for 24-week or $15,384 for 
8-week)

• Any compensation for an employee whose principal 
residence is outside the United States 

• Employee contributions to health insurance or retirement 
plans or state or local withholding

Employee Payroll Costs –
Not Less than 60% of forgivable expenses but could be up to 100%

Incurred and Paid:

Include payroll cost if they are incurred before but paid during the covered period AND
if they are incurred during the covered period and paid on or before the next regular payroll after the covered period.  



Partners, Self-Employed Individuals, 
Owner-Employees And Independent Contractors

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.



• For borrowers that received a PPP loan before June 5, 2020 and elect to use an eight-week covered period, the amount of loan forgiveness requested for 

owner-employees and self-employed individuals’ payroll compensation is capped at eight weeks’ worth (8/52) of 2019 compensation (i.e., approximately 

15.38 percent of 2019 compensation) or $15,385 per individual, whichever is less, in total across all businesses.

• For all other borrowers, the amount of loan forgiveness requested for owner-employees and self-employed individuals’ payroll compensation is capped at 

2.5 months’ worth (2.5/12) of 2019 compensation (i.e., approximately 20.83 percent of 2019 compensation) or $20,833 per individual, whichever is less, 

in total across all businesses. 

o C-corporation owner-employees are capped by the amount of their 2019 employee cash compensation and employer retirement and health insurance 

contributions made on their behalf. 

o S-corporation owner-employees are capped by the amount of their 2019 employee cash compensation and employer retirement contributions made on 

their behalf, but employer health insurance contributions made on their behalf cannot be separately added because those payments are already included 

in their employee cash compensation. 

o Schedule C or F filers are capped by the amount of their owner compensation replacement, calculated based on 2019 net profit.

o General partners are capped by the amount of their 2019 net earnings from self-employment (reduced by claimed section 179 expense deduction, 

unreimbursed partnership expenses, and depletion from oil and gas properties) multiplied by 0.9235. 

o For self-employed individuals, including Schedule C or F filers and general partners, retirement and health insurance contributions are included in their 

net self-employment income and therefore cannot be separately added to their payroll calculation. 

See also Question #8 from SBA August 4, 2020 FAQ –

https://www.sba.gov/sites/default/files/2020-08/PPP%20Loan%20Forgiveness%20FAQs%208-4-20-508.pdf

Partners, Self-Employed Individuals, Owner-Employees 
And Independent Contractors

https://www.sba.gov/sites/default/files/2020-08/PPP%20Loan%20Forgiveness%20FAQs%208-4-20-508.pdf


Non-Payroll Forgivable Costs

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.



Business Interest Mortgage Payments (Line 2)
Business mortgage interest payments paid or incurred during the Covered Period for any business mortgage 
obligation on real or personal property in place before February 15, 2020. No forgiveness for any prepayment or 
payment of principal.

Business Rent or Lease Payments (Line 3)
Business rent or lease payments for real or personal property during Covered Period. Must be obligated under a 
leasing agreement in force before February 15, 2020.

Business Utility Payments (Line 4)
Payment for electricity, gas, sewage, water, transportation, telephone (cell phone or landline) or internet access 
service which began before February 15, 2020.

Non-Payroll Forgivable Costs –
Not greater than 40% of forgivable expenses

Incurred and Paid:

Includes non-payroll expenses 1) paid during the Covered Period or 2) 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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Supporting Documents – Payroll Including Partners, 
Self-Employed Individuals, And Owner-Employee

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.



A)  Internal payroll reports and bank statements 

B)  Third-party payroll service provider report

C)  Payroll tax fillings reported to the IRS (generally form 941) and state quarterly income, payroll, and 
unemployment insurance filings for periods that overlap with the Covered Period

D)  State quarterly business and individual employee wage reporting and unemployment insurance tax fillings

E)  Payment receipts, cancelled checks, or account statements documenting the amount of employer 
contributions to employee health insurance and retirement plans (that are included)

Requires A, C, D & E, or B & E, and any information from C or D that is not already included in B. 

Payroll Costs



Payroll Costs

QUESTION:

If I don’t have any payroll tax filings 
(typically Form 941) available at the time I 
apply for forgiveness, may I instead use 
reports provided by my payroll services 
company to prove out my payroll during 
the covered period?

ANSWER:

Yes, so long as the time periods 
provided overlap with the 
Covered Period or Alternative 
Covered Period.



Payroll Costs Examples

IRS 941 State Quarterly Employee Wage Reporting 
(WES-3 for OK)

Canceled Check for employer contributions to 
retirement accounts or health insurance

Internal Payroll Reports Account Statement



Payroll Costs Example

Examples Firms:

Third-Party payroll service provider report



Supporting Documents – Non-Payroll

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.
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Schedule C or Schedule F 

1) Copy of IRS Form 1040 Schedule C line 31 or IRS Form 1040 Schedule F line 31

General Partners who applied using 2019 IRS Form 1065 Schedule K-1 box 14a

1) Copy of 2019 IRS form 1065 K-1

2) Proof of payment to partners during the chosen covered period 

• Copies of cancelled checks

• Copies of bank statements showing payment

• Copies of income statements showing guaranteed payments to partners or distributions during the covered period

Self-Employed Schedule C or Schedule F and General Partners



Self-Employed Schedule C or Schedule F and General Partners

1) Copy of IRS Form 1040 Schedule C line 31 or IRS Form 1040 Schedule F



Self-Employed Schedule C or Schedule F and General Partners

1) Copy of 2019 IRS form 1065 K-1 2) Proof of payment to partners during the chosen 
covered period. This can be:



Business Mortgage Interest Payments

One of the following options (F in Forgiveness Approval Form)
1) Copy of lender amortization schedule (remember this is only the interest portion)  

• With receipts or canceled checks 

2) Lender account statements:
• 2/2020 account statement

• The months of the covered period through 1 month after the end of the covered period 
(verifying interest amounts and eligible payments)

This is a total of at least 4 statements for the 8 week covered period



Business Mortgage Interest Payments Examples

1)  Copy of Amortization Schedule

Covered Period Interest Payments

A)   Canceled Checks

2)  Alternative is four Account Statements from the Lender

In this example this would be:
1. 2/2020 Statement
2. 5/2020 Statement
3. 6/2020 Statement
4. 7/2020 Statement



Business Rent or Lease Payments

Each of the following is required: (G in PPP Forgiveness Approval Form) 
1) Copy of current lease agreement 

2A)  Receipts or canceled checks verifying eligible payments 

OR

2B) Lessor account statements from 2/2020 and for the covered period through 

One month after the end of the covered period.

This is a total of at least 4 account statements for the 8-week covered period



Business Rent or Lease Payments Example

1) Copy of current lease agreement 2A)  Canceled Checks

Alternative is 4 Account Statements from the Lessor
1. 2/2020 Statement
2. 5/2020 Statement
3. 6/2020 Statement
4. 7/2020 Statement

2)  Canceled Checks



Each of the following is required: (H in the PPP Forgiveness Approval Form) 

1) Invoices from 2/2020 

2) Invoices for the covered period 

3) Receipts, canceled checks or account statements.

Supporting Documents For: Line 4-Business Utility Payments



Business Utility Payments

1) 2/2020 Invoice 2) Invoices from Covered Period (5/2020 and 6/2020)

3) Canceled Checks (5/2020 and 6/2020)

Alternative is receipts or account statements demonstrating payment.



Naming Your Supporting Documents
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Form 3508 –
Schedule A and Schedule A Worksheet

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.



Form 3508 – Schedule A and Schedule A Worksheet

PPP Schedule A helps: Determine forgiveness reductions.

The PPP Schedule A Worksheet helps:   
• Calculate eligible payroll cash compensation for forgiveness; 

AND

• Determine the number of full-time equivalent employees (“FTEs”) for the Covered Period.
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Two Tables

Table 1: 
To list employees who received compensation from the borrower at an annualized salary of less than or equal to 
$100K (or were not employed by the Borrower at any point in 2019); 

AND

Table 2: 
To list employees with annualized salary of over $100K in 2019.
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Why Two Tables?

Employees are segregated because reduction in salaries for employees 
over $100K does not effect forgiveness.



A Few Tips For Completion

The PPP Schedule A Worksheet helps:   
• Partners, self-employed individuals, owner-employees and independent contractors are NOT included in these tables. (Line 9 of Schedule A)

• Only include CASH compensation:

§ salary, wage, commission or similar compensation

§ payments of cash tips or equivalents 

§ payments for vacation, parental, family, medical or sick leave

§ allowance for dismissal or separation

• Do NOT include: 
• Qualified sick or family leave payments that were allowed under the Families First Coronavirus Response Act;

• Any compensation for an employee whose principal residence is outside the United States; and

• Compensation of an individual employee in excess of $100,000 as prorated for the covered period (Do not exceed $46,154 for 24-week covered period or 
$15,384 for 8-week covered period).

• NON-CASH Compensation - Entered on PPP Schedule A lines 6,7 and 8 and include employer contributions to health insurance, retirement plans and 
state and local taxes assessed on employee compensation.



Safe Harbors And Exceptions From
Forgiveness Reduction

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.



FTE Reduction Safe Harbor 1 (The COVID Reduced 
Business Safe Harbor): 
An inability to return to the level of business activity as such business was operating prior to 
February 15, 2020 due to compliance with guidance by the Secretary of Human Health Services: 
Director of the Centers for Disease Control and Prevention; or the Occupational Safety, and Health 
Administration during the period beginning March 31, 2020 and ending December 31, 2020, related 
to the maintenance of standards for sanitation, social distancing or other safety requirements 
related to COVID-19.



FTE Reduction Safe Harbor 2 (The FTE Restoration 
Safe Harbor): 
FTE Safe Harbor 2 is satisfied if, during the period from February 15, 2020 to April 26, 2020, there 
was a reduction in FTE employees from borrower’s employment level on February 15, 2020, and 
such reduction is eliminated as of the earlier of the application for forgiveness or December 31, 
2020.  Steps 1 through 5 on PPP Schedule A Worksheet assist the Borrower in making this 
assessment. NOTE: Reductions in employee headcount after April 26, 2020 are not eligible for the 
FTE Restoration Safe Harbor.



Salary / Wage Reduction Safe Harbor (The Salary 
Restoration Safe Harbor):
There is no reduction in forgiveness due to the reduction of the salary or wages of an employee 
by more than 25% during the period from February 15, 2020 to April 26, 2020 if such 
employee’s salary was restored before the earlier of the application for forgiveness or 
December 31, 2020 to February 15, 2020 levels. Calculated in Step 2 of the Instructions to the 
Schedule A Worksheet. NOTE: Reductions in salary / wages after April 26, 2020 are not eligible 
for the Salary Restoration Safe Harbor.



Exception Due to Inability to Rehire (The We-Tried Exception): 
Do not include in the FTE reduction calculation any positions where (1) 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; and (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 
Alternative Covered Period and the employee rejected the offer.  

NOTE:  Borrower must notify the employment bureau that any employee that the borrower offered to 
rehire did not return to work.



Exception Due to  Termination for Cause or other Voluntary 
Termination (The Pink-Slip / Retirement Exception): 
Exception Due to Termination for Cause or other Voluntary Termination (The Pink-Slip / Retirement 
Exception): do no include in the FTE reduction calculation any employees who during the Covered 
Period or the Alternative Payroll Covered Period (a) were fired for cause, (b) voluntarily resigned, or 
(c) voluntarily requested and received a reduction of their hours. In all of these cases, include these 
FTEs in the “FTE Reduction Exceptions” Box in Table 1 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.



Exception from Wage Reduction for Prior Forgiveness 
Reduction due to FTE Headcount Reductions 
(The No Double-Dipping Exception):
Do not reduce forgiveness due to reduction of wages if the employee’s reduction of wages is 
attributed to reduction of hours worked, which such hours-reduction will be reflected in the 
headcount reduction calculations. 



Forgiveness Reduction due to Reduction
in Employees or Hours

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.



Forgiveness Reduction Due To Reduction Of Employee Headcount 

Borrower must reduce its forgiveness amount by a percentage equal to (a) its average full-time equivalent employees per 
month during the Covered Period (Line 12 of Schedule A), divided by (b) either (i) its average full-time equivalent employees 
per month during the period from February 15, 2019 to June 30, 2019, or (ii) its average full-time equivalent employees per 
month during the period from January 1, 2020 to February 29, 2020 (Line 11 of Schedule A).

• Seasonal employers can also use average full-time equivalent employees during a 12-week period between 
May 1, 2019 and September 15, 2019 for “(b)” above.

• There is no reduction for employees fired for cause, who resign or request a reduced schedule during the 
Covered Period.



Calculating Average FTE

Where Applicable?

Schedule A and the Schedule A Worksheet, in each instance where calculating Average Full Time Employment for an applicable period.

Requirements:

• Calculate based on HOURS PAID not worked (include hours paid to furloughed and reduced hour employees).

• Be Consistent! You must choose one method and use consistently.  

Two Methods:

Method 1: On employee-by-employee basis, take the average number of hours worked per week during the applicable 
covered period and divide by 40, rounding to the nearest tenth (maximum is 1.0).

Method 2: Use 1.0 for every employee who worked at least 40 hours per week and 0.5 for every employee who worked 
less than 40 hours per week.



Example:

Assume XYZ Company has three employees, Employee A, 
Employee B an Employee C. Employee A works 45 hours per 
week, Employee B works 30 hours per week and Employee C 
works 20 hours per week.  

• If use Method 1, XYZ Company has a FTE of 2.3. 

• If use Method 2, XYZ Company has a FTE of 2.0. 

Method 1:

Method 2:

Hours per Week: 45 30 20

.5 FTE
(20/40)

.8 FTE
(30/40)

1.0 FTE
(45/40)

XYZ 
Total FTE

2.3 FTE

1.0 FTE .5 FTE .5 FTE 2.0 FTE



Forgiveness Reduction due to
Salary/Wage Reductions

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.



Table 1 From Schedule A Worksheet

Column 1: Insert last four numbers of employee’s Social Security number.

Column 2: Insert cash compensation paid (discussed earlier) to such employee during the applicable Covered Period.

Column 3: Insert Average FTE (calculation discussed earlier) for such employee during the applicable Covered Period. 

Column 4: Calculate in three steps with a fourth calculation (and a fourth calculation if reduction tentatively required).

Column 1 Column 2 Column  3 Column 4



Table 1 From Schedule A Worksheet

Step 1: Determine the average annual salary or hourly wage during the Covered Period or Alternative
Covered Period (“Covered Period Salary”)

Step 2: Determine the average annual salary or hourly wage from January 1, 2020 to March 31, 2020 
(“Pre-COVID Salary”)

Step 3: Divide the Covered Period Salary by the Pre-COVID Salary (the “Pay Comparison”)

� If the Pay Comparison is GREATER than 75%, no reduction is required and you DO NOT put any amount in Column 4

� If the Pay Comparison is LESS than 75%, a reduction of the following amount is tentatively required 
(i.e. Fourth Calculation):

§ For Salaried Employee: (a) Pre-Covid Salary multiplied by 75% minus Covered Period Salary, multiplied by 
(b) 24 (or 8 if using 8-week Covered Period), divided by (c) 52.  Enter such amount in Column 4.

§ For Hourly Employee: (a) Pre-Covid Salary multiplied by 75% minus Covered Period Salary, multiplied by (b) average 
hours worked per week during Pre-COVID Salary period, multiplied by (c) 24 (or 8 if using 8-week covered period). 
Enter such amount in Column 4.



Table 1 From Schedule A Worksheet

Example 1 (Salaried Employee):
XYZ Company pays Employee A an annual salary of (a) $24,000 during the 24-week covered period and 
(b) $20,000 for the period from January 1, 2020 through March 31, 2020.

• Covered Period Salary is $52,000 (i.e. $24,000/24, multiplied by 52)

• Pre-COVID Salary is $80,000 (i.e. $20,000 X 4)

• Pay Comparison is 65% (i.e. $52,000/$80,000)

• Because Pay Comparison is less than 75%, a reduction of $3,692 is tentatively required, 
calculated as follows: 
§ Pre-COVID Salary (i.e. $80,000) multiplied by 75%, minus Covered Period Salary ($52,000) multiplied by 

(b) 24 because using 24-week covered period here, divided by (c) 52.



Table 1 From Schedule A Worksheet

Examples 2 (Hourly Employee):
XYZ Company pays Employee A $10 per hour and Employee A works 20 hours per week during the 
24-week covered period.  Employee A was paid $15 per hour and worked 20 hours per week for the 
period  from January 1, 2020 through March 31, 2020.

• Covered Period Salary is $10,400 (i.e. $10, multiplied by 20, multiplied by 52)

• Pre-COVID Salary is $15,600 (i.e. $15, multiplied by 20, multiplied by 52)

• Pay Comparison is 66.67% (i.e. $10,400/$15,600)

• Because Pay Comparison is less than 75%, a reduction of $600 is tentatively required, calculated as follows: 

§ Pre-COVID Salary (i.e. $15) multiplied by 75% minus Covered Period Salary (i.e. $10), multiplied by 
(b) average hours worked per week during Pre-COVID Salary period (i.e. 20), multiplied by 
(c)  24 because using a 24-week covered period here.



IMPORTANT:

With 24-week covered period, there is a greater opportunity to maximize 
forgiveness expenses, as opposed to the 8-week covered period because 
there is a longer time to accrue salary; Forgivable Payroll Costs may be 
well in excess of PPP proceeds.

Safe Harbor: If annual average salary or hourly wage is restored by earlier 
of (a) forgiveness application, or (b) December 31, 2020, then the Borrower 
is eligible for the Salary Restoration Safe Harbor. (Note that if Barrower 
plans to restore salaries before December 31, 2020, it would be 
advantageous to delay application for forgiveness.) 



Forgiveness Reduction Wrap-Up

Non-Payroll
Costs

Compensation to 
owner-employees / 

self employed / 
general partners

Safe-harbors / 
Exceptions – If 

applicable, skip to Line 
13 and Place “1.0” on 

Line 13; if not applicable, 
go to Line 11.

Independent 
Calculation: Average 
FTE during either (a) 
February 15, 2019 to 
June 30, 2019 or (b) 
January 1, 2020 to 
February 29, 2020 

Result placed on Line 7
of Form 3508

The COVID 
Reduced 
Business 

Safe Harbor

The FTE 
Restoration
Safe Harbor

The We-Tried and Pink-Slip / 
Retirement Exceptions

(Include such FTEs here)

The No Double-Dipping Exception 
(Do Not include reduction of wages

due to reduction of hours.)



Thank You

This information is provided as a self-help tool and does not constitute legal, accounting, financial or tax advice. Laws, regulations and guidance are changing rapidly and decisions as to whether or how to use this information, and what actions to 
take with regard to your forgiveness application, rests solely with each PPP borrower. The providers of this information disclaim any and all liability for tis accuracy, completeness or fitness for a particular purpose.


