
Q: We hired 2 new employees while in our PPP period.  Do we need 
to be cautious about the 25% reduction with them? They started out 
working 20 hours per week, but are now down to around 10 hours per 
week.  We do not need them for FTEs. Can I pay them for their actual 
hours worked or should I be paying them closer to the 20 hours?

A: New hires during the covered period would not be an issue for the 
business when looking at reductions in salary and wages as that   
calculation looks at salary and wages of employees existing before 
February 29, 2020. 

Q: What if we are pre-June 5th and it takes us 10 weeks to use the 
payroll cost? Can we apply for forgiveness after that 10 weeks or do 
we need to wait until the 24 weeks end?

A: A borrower may submit a loan forgiveness application any time on 
or before the maturity date of the loan - including before the end of 
the covered period - if the borrower has used all of the loan proceeds 
for which the borrower is requesting forgiveness.

Q: In regards to the EIDL are there any early payment penalties? 

A: No.

Q: What can the EIDL be used for and not used for?

A: EIDL can be used for primarily general business operations. Caution 
should be considered as the EIDL proceeds cannot be used for the same 
purposes as a PPP loan during the terms of the PPP loan period.

Q: What if we spend the money in 10 weeks? Do we have to wait the 
entire 24 weeks to apply for forgiveness?

A: A borrower may submit a loan forgiveness application any time on 
or before the maturity date of the loan - including before the end of 
the covered period - if the borrower has used all of the loan proceeds 
for which the borrower is requesting forgiveness.

The Paycheck Protection Program Flexibility Act (PPPFA) provides for significant changes to the rules surrounding the 
Paycheck Protection Program while greatly increasing the likelihood of loan forgiveness. Included in this document are 
various questions that we have received surrounding the PPPFA, along with our answers. If you have further questions, 
contact us at covid19@macpas.com and visit our COVID-19 Resource Center at www.macpas.com/covid-19.

QUESTIONS & ANSWERS
Q: I read that there is a possibility they will provide full forgiveness for 
any loans under $100,000 without filing the full forgiveness application.  
Have you heard anything like that?

A: No, we have not heard anything in this regard.

Q: We received an EIDL loan of $10,000. We think it is a grant. Is there 
an application process to have that considered a full grant with full 
forgiveness? Or is it a loan, and we have to repay it?

A: The EIDL program provides for a one-time grant of up to $10,000. 
Assuming your receipt of $10,000 is this grant, it would not be a loan 
nor required to be paid back.

Q: Does the $10k EIDL advance still reduce PPP Forgivability by $10k?

A: Yes.

Q: Can we use the old 8-week period and the new 60-40 rule, or          
otherwise mix and match the new and the old rules?

A: Yes, if your loan was received prior to June 5, 2020, you may use 
the 8-week period along with the 60/40 rule.

Q: If you are using the 24-week period, spend all of the money in 14 
weeks, lay employees off after the 14 weeks, and then rehire them at 
the end of December to qualify for forgiveness?

A: Yes, the safe harbor for restoration of FTE’s is December 31, 2020. 
As long as the FTE count is restored by then the business would still 
qualify for full loan forgiveness.

Q: Is there guidance on what qualifies as a utility? We operate a safe 
house and are being told that our security system fees are not covered 
under utilities. Just wondering what is considered to be a utility to be 
eligible for forgiveness.

A: Utilities are considered electric, gas, telephone, cell phones and 
transportation costs. Security system fees would not qualify as a    
forgivable cost.
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Q: Heard in another webinar that W-2 owners who own less than 20% 
should go on the Schedule A with other employees, is that correct?  If 
so, where do we find the reference in case we are questioned by our 
bank?

A: More clarity on this matter is needed from the SBA. There is nowhere 
on the application nor instructions that mention this. However, under 
the Demographic information at the end of the application is an area 
that defines a “Principal” as an owner that has more than 20% interest 
in the business, indirectly leading one to believe that if an owner is 
less than 20% they might be included as an employee on the Schedule 
A worksheet.

Q: Will the new 60/40 rule allow you to have more than 8 weeks of 
utility expenses.  Is it just the PR that is expanded?

A: Depending on the covered period used (8 or 24 weeks,) a business 
could have more than 8 weeks of utility expenses. The 60/40 rule 
says that a minimum of 60% of the forgivable balance of the loan has 
to be used for payroll to be considered for full loan forgiveness.

Q: If you received a loan before June 5, must your last pay date be 
June 30 to apply for forgiveness?

A: No, the business could elect the 24-week covered period and the 
December 31, 2020, FTE safe harbor.

Q: We’ve had some staff resign after receiving PPP, also had a death, 
and a couple of staff out recently for STD, how does that affect the 
FTE calculation? Also, what are your recommendations on how to 
document these changes? 

A: Staff resignations and short term disability issues can be counted 
towards the FTE safe harbor. We would recommend discussing with 
your lending institution how they would like to see these changes 
documented for their loan officers to agree to the changes for loan 
forgiveness.

Q: When would it be advantageous to opt for the 8-week forgiveness 
period as opposed to the 8-week period?

A: I assume you mean the 24-week period versus the 8-week period. 
This needs to be a decision for the business as to how to best use the 
proceeds of the loan to meet the requirements of loan forgiveness.

Q: We already started to fill out the PPP loan forgiveness application, 
should we just scrub that one and wait to see if they issue a new 
application?

A: Yes. A new loan application along with a PPP EZ form were issued 
on June 16th. The new application will need to be used.

Q: If you elect the 8 weeks are you still able to use the 6/30 safe harbor 
cure?

A: Yes.

Q: Please confirm if s-corp owner employees can include health       
premiums and retirement contributions. Both less than and greater 
than $100k.

A: No. Per the application instructions, s-corp owner employees can 
not include health care premiums nor retirement contributions as 
they are technically already included within their wages. 

Q: If an employee’s hours are reduced 25% and they can collect partial 
unemployment, do they still get the full $600 stipend?

A: That would be a question to address with the Pennsylvania               
Unemployment office.

Q: When figuring the exception for a resigned or terminated employee, 
what period of time do you look at to determine how many hours were 
worked?

A: The period of time would be those hours within the covered period. 
The average of those hours would be based upon the weeks they worked 
for the organization.

Q: Do you think the 24-week period gives borrowers additional ability to 
push more of the money to payroll (therefore maximizing forgiveness), 
basically stretching the 2.5X multiplier out over a longer period of time?

A: Yes.

Q: My take on the 5-year repayment, post or pre June 5th, probably 
has to do with not burdening banks with the need to re-document old 
loans from 2 years to 5 year repayment. Big administrative burden 
and cost to make those doc changes.

A: We would agree.

Q: We will have used all of our PPP Loan in 10 weeks.  Do we have 
to wait until the end of 24 weeks to file or can we do it after the 10th 
week?

A: A borrower may submit a loan forgiveness application any time on 
or before the maturity date of the loan - including before the end of 
the covered period - if the borrower has used all of the loan proceeds 
for which the borrower is requesting forgiveness.
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Q: If you are able to use all of the funds between the 8 weeks and 24 
weeks, can you apply for forgiveness early or do you need to wait until 
the end of the 24 weeks?

A: A borrower may submit a loan forgiveness application any time on 
or before the maturity date of the loan - including before the end of 
the covered period - if the borrower has used all of the loan proceeds 
for which the borrower is requesting forgiveness.

Q: If we stay with the 8-week period, can we still elect to use the 6/30 
date for FTE restoration?

A: The 6/30 date was considered a Safe Harbor date within the original 
act, meaning if your 8 weeks ended before 6/30 and your FTE count 
was not reestablished at the end of the 8-week covered period, you 
had until 6/30 to do so to not be penalized within your loan forgiveness. 
The revised rules have increased this safe harbor date until 12/31. If 
you elect to use the 8-week covered period and you have not restored 
your FTE’s to levels consistent with pre-COVID-19, then you will have 
the ability to do so up through 12/31.

Q: Can you elect to apply for forgiveness at a period after the 8 
weeks, but prior to the 24-week time frame?  For example, if you hit 
the threshold of incurring 100% of eligible expenses under the loan by 
week 12, do you need to wait out the full 24 weeks before starting the 
forgiveness application and processing?

A: A borrower may submit a loan forgiveness application any time on 
or before the maturity date of the loan - including before the end of 
the covered period - if the borrower has used all of the loan proceeds 
for which the borrower is requesting forgiveness.

Q: If you have a PPP loan exceeding $2M but your forgiveness 
application is for less than $2M, do you believe that will reduce 
the likelihood of an audit?  Or will the audits be based on the loan 
amount and not forgiveness amount?

A: It is believed that the audits will be based upon the loan amount. 
This should be addressed with your lending institution.

Q: Does the alternative payroll period still apply?

A: Yes. 

Q: Can you please confirm, do we now have 24 weeks over which to 
spend the loan on payroll?

A: Businesses have the ability to choose the 24-week covered period.

Q: Can you choose how many weeks you want to use to apply for 
forgiveness?

A: The covered periods are either 8 weeks or 24 weeks if the loan was 
received before June 5th. Loans issued June 5th or later must use a 
24-week covered period.

Q: Did the FTE date change from 6/30/20 to 12/31/20 or is it an        
option?  Does it matter if you choose the 8-week or 24-week for the 
FTE?  This calculation is an issue for us.

A: If your loan was received before June 5th, the business can choose the 
8 or 24-week covered period. Loans after June 5th must use a 24-week 
covered period. The FTE safe harbor is now December 31, 2020. 

Q: Is the FTE an average during your tracking period, or the calculation 
on June 30/Dec 31?

A: FTE is a weekly average over the covered period elected.

Q: Is the salary reduction calculation for hourly employees based on 
hourly rate or total compensation?We did not cut pay, but there is no 
overtime right now.  Also, how do you handle laid off employees?  Are 
they considered a cut in pay since they are not being paid?

A: For hourly employees, it is based on the hourly rate when looking 
at the salary reduction calculation. Hourly employees that are laid off 
would not impact your salary reduction calculation. However, they would 
impact your FTE calculation and impact loan forgiveness in that manner.

Q: Once we have used all of our PPP funding, can we lay staff off 
without a penalty or having to pay back any of the funds?

A: If the PPP funding is appropriately used within the 60/40 rules and 
the business can prove the FTE and salary requirements of the loan, 
then the business can do whatever it needs to after the loan forgiveness 
application and acceptance from your lending institution.

Q: When will the new forgiveness application be released?

A: New loan application was released on June 16, 2020.

Q: Can you use PPP funds to pay severance for workers who will not 
be rehired whether at 6/30 or at 12/31 due to COVID-19 business      
impairment?

A: Yes.
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Q: Now with the 24 week, do you recommend that we use 100% of 
payroll costs to cover the loan, even though there are non-payroll 
costs in this time period? Also, can you finalize the loan application 
forgiveness sooner than the 24-week period if we can substantiate 
payroll costs prior to substantiate complete loan forgiveness?  

A: You can apply for loan forgiveness before the end of the 24-week 
covered period if the funds have been used in accordance with the 
60/40 rule. However, in order to meet the requirements of the FTE 
calculations, a business needs to reflect FTE’s for the entire covered 
period. More clarity on this matter is needed from the SBA. The use 
of the funds on 100% payroll is up to the business. The Act provides 
for the ability to use funds for other covered costs up to a maximum 
of 40% of the loan.

Q: When is the loan forgiveness application due by (using the 24-week 
covered period)?

A: The borrower has 10 months from the date of the end of the covered 
period to apply for loan forgiveness. If loan forgiveness is not applied 
for during that period, the loan will become a term loan in accordance 
with the loan terms established.

Q: To clarify, the FTE relief for not being able to rehire employees 
doesn’t apply to businesses who have remained open because they 
are essential?

A: No.

Q: Is the alternative covered period still available for those using the 
8 weeks?

A: Yes.

Q: Is it OK to have all money spent on payroll?

A: Yes.
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