As of May 17, 2020

1. Does the $2 million dollar new safe harbor rule mean that I will never be asked to show
that “current economic uncertainty makes this loan request necessary to support the
ongoing operations of the Applicant”?
No. While the safe harbor will apply to SBA’s review of PPP loans with an original principal
amount of less than $2,000,000, it does not explicitly state that all civil and criminal liability
exposure is eliminated. Although fraud may not be asserted by the SBA in an audit, this does not
prevent it from being asserted in other forums. For instance, a disgruntled employee or other
individual that learns of a loan taken without necessity may be happy to make their discovery known
to the right authorities. Another example is an IRS audit down the road uncovers that taxpayer’s
income increased during the year of pandemic AND they received PPP loan. IRS can easily share
this information with Department of Justice.
2. Does the $2 million new safe harbor rule mean that entire loan amount under $2 million is
going to be forgiven?
No. Please follow loan forgiveness rules to determine how much of your loan is going to be forgiven.

3. If I do not spend 75% of loan proceeds on payroll or don’t have the same headcount as was
used during my application, does that mean the whole loan will not be forgiven?
No. Forgiveness will be granted for the portion of the loan proceeds which are used for forgivable
payroll being limited to 25% of the total amount forgiven. The total forgiveness will be reduced
proportionately if there is a reduced employee headcount, but so long as the loan proceeds are used
for payroll and forgivable non-payroll expenses during the 8-week covered period, a part of the loan
will definitely be forgiven. Any EIDL grant received will also be deducted from the loan forgiveness
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amount. Also, keep in mind the distinction between forgivable use of funds and the permitted use of
funds. While it is not required that 75% of the loan proceeds be paid towards payroll during the
covered period, at least 75% of the loan proceeds must be paid towards permitted payroll costs during
the term of the loan with the remaining portion of the loan proceeds being applied to the permitted
non-payroll expenses. The PPP loan application requires the borrower to certify that the funds will be
used exclusively for the permitted payroll and non-payroll expenses (in the 75%/25% proportions),
and if knowingly used for unauthorized purposes, the federal government may hold the borrower
liable for charges of fraud.

4. I have high rent expense and utilities, but I understand that I need to spend 75% of loan
proceeds on payroll. I am confused.
Many borrowers are mistakenly interpreting this as providing that if 75% of the loan proceeds are not
used for payroll costs, then the forgiveness of a 75% portion of the loan will be reduced and a 25%
portion of the loan will still enjoy forgiveness to the extent the proceeds are used for the permitted
non-payroll costs such as rent, utilities, etc. This is not the case. The interim rule (effective April 15,
2020) providing guidance on this limitation states that “not more than 25% of the loan forgiveness
amount may be attributable to non-payroll costs.” Therefore, the total sum of payroll paid during the
8-week period establishes the benchmark for determining the total amount of forgiveness which may
be received for the forgivable non-payroll costs paid with the loan proceeds, and a 3:1 ratio of payroll
to non-payroll needs to be applied. If I receive a loan of $100k, and my payroll costs during the 8week period only amount to $60k, the forgivable non-payroll costs which will be forgiven will be
capped at $20k.

5. I received my PPP loan proceeds and I am now bringing back my
employees. What if an employee that was laid off or furloughed doesn’t
want to come back?
If an employee was laid off, offered to be rehired, and refused to come
back to work, this would not count against the employer as a
reduction of employees for purposes of the calculating the
forgiveness, but the offer of rehire and rejection by the employee
needs to be documented in a writing such as an email to
substantiate the borrower’s eligibility for this safe
harbor. However, the payroll spent during the 8-week period is
what it is, regardless of whether or not you have employees who
are refusing to return to work. So, while the decreased employee
headcount will not result in a further reduction of your
forgiveness, the employee who refuses to return may result in the total
payroll being less which will result in the forgivable amount being less than it
otherwise would have been, unless the employee is replaced.

Koontz & Associates, PL & Koontz & Parkin, CPAs
1613 Fruitville Road, Sarasota, FL 34236 | www.koontzassociates.com | www.koontzparkin.com

As of May 17, 2020

6. I received my loan proceeds, but we are still not open at the full capacity. Can my 8-week
qualified period begin when I’m fully operational?
No. Currently, the 8-week period starts on the day the loan proceeds are deposited in your
bank account. However, this is an issue that is still being reviewed closely by the SBA.
The loan forgiveness application provides an alternative payroll covered period which may
be elected by a borrower to calculate its permitted payroll costs funded by the loan during the covered
period. Also, the forgiveness application confirms that permitted payroll costs, incurred during the
covered period or alterative payroll covered period, and permitted non-payroll costs incurred during
the covered period, are eligible for forgiveness if paid on or before the next regular payroll date for
payroll costs, and on or before the next regular billing date for non-payroll costs. The costs do not
have to be both incurred and paid during the covered period as some had previously thought based on
the language of the act.

7. I haven’t had a chance to open a separate bank account for the PPP loan. Do I still have to do
that?
No. You do not have to open a separate bank account, and it is recommended that you not do so. If
PPP proceeds are held in a separate account and unknowingly used for unpermitted expenses, this
could result in a violation of the loan certification regarding the use of funds. You just need to have a
good system for tracking expenses paid out of PPP proceeds.
8. I included what I pay my independent contractors in my PPP loan calculation and actually
received the loan amount based on what I applied for. I now understand that I cannot use the
loan proceeds for payments to independent contractors. Should I convert the subcontractors to
employees?
You may, but most likely the cost of doing so may be greater than the amount of PPP loan you would
have to repay. Only convert these individuals to payroll if they should actually be employees and if
you are planning on keeping them on payroll going forward. Any borrower who erroneously included
payments to independent contractors in their PPP loan calculation on or after April 6th (which is the
date the SBA guidance regarding the exclusion of independent contractors was released) should
consider repaying the portion of the loan attributed to the contractors.
9. I received my PPP loan and am confused on where in my books I should record this. Is this a
loan or other income?
Either way is fine for now. The key is tracking where the money is spent. A great strategy that one
of our bookkeepers is using is setting up a separate Class in QB called PPP. She is recording the loan
as Other Income and marking it under PPP Class. She is also marking qualifying expenses such as
payroll, rent, mortgage interest, and utilities under PPP Class. She can then pull a report by PPP
Class to show the amount of expenses currently incurred against the Loan. This helps to see if there
is any ‘unspent’ portion.
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10. On my PPP application I didn’t indicate that I applied for EIDL loan as well and I actually
received an EIDL advance. What do I do?
The amount of any EIDL grant received by a PPP borrower will reduce the forgivable portion of the
PPP loan. Even if you didn’t indicate on the original PPP application that you applied for EIDL, the
loan forgiveness application requires the amount of any EIDL grant be confirmed and is baked into
the calculation provided under the forgiveness application to render the net forgiveness available.

11. I included pension contributions in the amount of PPP loan I applied for. Do I need to make
pension contributions during the 8-week period of the loan?
Yes, please make pension contributions – whether it’s your 2019 contributions or pre-paying 2020
contributions, please make these payments. We are waiting on more guidance on this particular area.

12. I received both PPP and EIDL loans. How much is forgivable?
Follow the rules for PPP forgiveness, but the EIDL loan is NOT forgivable.
It will have repayment terms and an interest rate. In order to ensure the PPP
loan is forgiven, please spend the PPP amount on qualifying expenses as
outlined in the forgiveness rules and also adhere to the permitted uses of the
PPP loan proceeds over the term of the PPP loan with respect to any portion
of the PPP loan proceeds which are not used during the 8-week period.

13. I received 2 PPP loans! I applied with 2 different banks because one looked like it wasn’t
processing, and actually got approved and received funds under both. What do I do?
Give one loan back!

14. I understand that I can use some of the PPP funds to pay rent under a lease entered into before
2/15/20, but my existing lease which was in effect as of 2/15/20 is going to naturally expire soon
and I will be entering into a new lease. Will the rental I pay under new lease agreement qualify
as a forgivable non-payroll expense?
No. According to the current regulations, rent, mortgage interest, and utilities payable under
agreements which are not in effect prior to February 15, 2020 are not forgivable. We are hoping that
additional guidance will be issued to provide relief to those borrowers who fall under these
circumstances.
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15. I am a self-employed individual and received PPP loan based on the net income from last year’s
Schedule C. Do I actually need to ‘pay myself’ or move money from one account to another?
No. Your forgiveness calculation will be based on the same Net Income from last year’s Schedule C
that you applied with, so you do not need to show any payments.

16. I heard that I can include gas for my business vehicle as a forgivable
utility expense. Is this true?
No. The current regulations provide that only utility payments made under
service agreements dated prior to February 15, 2020 will be forgiven if falling
within the covered 8-week period. The regulation (effective April 20, 2020)
referenced gas used by a self-employed individual or independent contractor in
driving a business vehicle as an example of a permitted utility expense, but 1) this
guidance fell under the scope of self-employed and independent contractor borrowers,
and 2) the guidance only extends to a permitted utility expense, not a forgivable utility
expense. Keep in mind the distinction between forgivable use of PPP loan proceeds
during the term of the loan vs. forgivable uses of PPP loan proceeds during the 8-week
covered period.

17. I filed a PPP loan application on behalf of my entity which is taxed as a partnership and did
not include owner compensation paid to myself and my other general partners? May I request
additional PPP loan funds to cover the compensation paid to general partners since general
partners are not otherwise permitted to file PPP applications individually?
Maybe. The interim final rule (posted April 14, 2020 and effective April 20, 2020) which discussed
treatment of self-employed and independent contractor PPP borrower requirements also clarified that
partners of a partnership should include the compensation paid to partners in the partnership’s loan
calculation for the PPP loan application. Some partnerships had already submitted PPP applications
which were not calculated to include the partner compensation at the time this rule was posted. An
interim final rule posted on May 13, 2020 provides that partnerships which received PPP loans, which
did not include any compensation for its partners, may electronically submit a request through SBA’s
E-Tran Servicing site to increase the PPP loan amount to include the appropriate partner
compensation, even if the loan has been disbursed, provided that the lender’s first SBA Form 1502
report to SBA has not been submitted or is not otherwise due. If form 1502 has been submitted, or if
form 1502 is due, the loan cannot be increased. Form 1502 is required to be submitted within 20
calendar days after a PPP loan is approved or, for a loan approved before availability of the form
1502 reporting process, by May 22, 2020. Required documentation to support the calculation
increase will be required to receive the requested increase.
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18. I have a seasonal business which peaks during the summer months and heard there was
recently a revision to the testing period which could increase my loan proceeds, but I have
already received my PPP loan proceeds. Can I still take advantage of this loan increase?
Yes, as long as you received your loan before April 28, 2020. An interim final rule (posted April 28,
2020 and effective April 30, 2020) attempted to correct the disadvantage under the PPP loan
calculations being realized by seasonal employers with peak seasons falling during the summer
months. Seasonal borrowers may now elect from the following periods for purposes of calculating
average payroll: (i) the twelve week period beginning February 15, 2019, or (ii) March 1, 2019
through June 30, 2019, or (iii) any consecutive 12-week period between May 1, 2019 and September
15, 2019, or (iv) if not in business during such period, January 1, 2020 through February 29,
2020. The interim final rule posted on May 13, 2020 provides that if a seasonal employer received a
PPP loan before the alternative criteria was posted in the interim rule on April 28, 2020, and would be
eligible for a higher maximum loan amount under the alternative criteria, the lender may
electronically submit a request through the SBA’s E-Tran Servicing site to increase the PPP loan
amount. However, this increase is also subject to the same form 1502 restrictions noted above for the
increase of partnership PPP loans. Emphasis is added to the “before” above because, unlike the
partnership loan increase which applies to partnerships regardless of when they received their loan,
the seasonal employer increase is only available for those loans which funded prior to the posting of
the interim final rule on April 28, 2020. Required documentation to support the calculation increase
will be required to receive the requested increase.
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