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 FAQs for PPP Loan Forgiveness 
 

To qualify for loan forgiveness, how many employees must you maintain on your 
payroll? 
 

The amount of the loan forgiveness is lowered if you reduce the number of full-time equivalent employees 
on your payroll within the 8 weeks following loan disbursement. 
 
To determine if you’ve met this condition, the average number of full-time equivalent (FTE) employees 
per month during the 8-week period from the date of the loan will be compared to one of two time 
periods, February 15, 2019 to June 30, 2019 or January 1, 2020 to February 29, 2020. Choose the period 
that is to your advantage. 

 
If the number of employees is equal to or greater than your pre-PPP full-time equivalent staff level, you 
are in the clear. If has been reduced, your forgivable loan amount would be reduced proportionately. 
 

What is the definition of FTE? 
 

We are waiting on guidance from Treasury on this definition. The vast majority of employment experts 
are confident they will use 30 hours a week as being full time. If the 30-hour convention becomes the 
guidance, it is anticipated each full-time employee (individuals who work 30 hours per week or more on 
average) would be counted as 1. To determine the number of part-time employees (individuals who work 
fewer than 30 hours per week on average), add the average number of hours worked per week by all 
part-time employees and divide that number by 30. Keep in mind FTE for any one employee cannot be 
greater than 1. An independent contractor does not count as an employee for purposes of a borrower’s 
loan forgiveness. 
 

Will reductions in employee compensation impact loan forgiveness? 
 

Your loan forgiveness amount will be reduced proportionately if employee’s wages are reduced by 25% 
or more during the 8-week period from the date of the loan disbursement compared to the most recent 
full quarter of employment prior to the loan date (Q1 2020).  

What if I bring back employees or restore wages?  
 

Reductions in employment or wages that occur between February 15, 2020 and April 26, 2020 (as 
compared to February 15, 2020) will not reduce the amount of loan forgiveness if by June 30, 2020 the 
borrower eliminates the reduction in employees or reduction in wages. If the staffing reduction was 
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made outside the February 15 to April 26 timeframe, the forgivable amount may still be reduced even 
if the staffing reduction is reversed by June 30, 2020.  

 
Can you prepay wages and other expenses? 

It does not appear so. The CARES Act specifically indicated no prepayment of interest and we could 
expect the same of other expenses. The language is incurred and paid which seems to suggest 
prepayment is not allowable, but it will come down to what the banks allow unless there is additional 
guidance. 

What if your pay periods don’t fall into the 8-week time period? We pay semi-monthly, 
and depending on when funded, we could have a pay date fall right after the end of the 
8 weeks, even though employees would be paid for work/time during the 8 weeks.? 

It appears that the CARES Act looks at this on a “cash basis” as the language is payroll incurred and 
paid in the 8-week period, so it would depend on when the payrolls are paid. Keep in mind in an 8-week 
period, that timing difference should work itself out. There may be payroll you are paying at the beginning 
that wasn’t “accrued” during the 8-week period and at the end you may have payroll you “accrue” that 
will not be paid until outside the 8-week period. The language “payroll incurred and paid” in the current 
guidance is a little troubling, as “incurred” could indicate the pay period must be both inside and paid 
within the 8-week period. Guidance is needed in this area. 

Are “payroll costs” in the 8-week period limited by the $100k salary capped per 
employee? 

There could be a couple of ways to look at capping salaries at $100,000 on a pro-rata basis, so additional 
guidance is needed:  

• 8 weeks of $100,000 could be equal to $15,384 if calculated on a weekly basis.  Any salary paid 
above that would not be included for purposes of forgiveness. Calculated by dividing 100,000 by 52 
and then multiplying by 8 (for the 8-week period) 

• 2 months of $100,000 could be equal to $16,666 if calculated on a monthly basis.  Any salary paid 
above that would not be included for purposes of forgiveness. Calculated by dividing 100,000 by 12 
and then multiplying by 2 (for the 2-month period). Treasury, in their guidance on applying for a loan, 
has instructed to calculate payroll costs based on a monthly average of the prior year, not a weekly 
average.   

Please clarify qualified use for interest. Only mortgage interest? Interim Final Rule 
page 15 item r. vi. specifies “interest payments on any other debt obligations that were 
incurred before 2/15/20.” 
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Some of the early information also specified interest on other debts. However, recent releases by the 
Treasury indicate that other interest is eligible for spending on the loans but does not list that interest as 
an expense for forgiveness. Consult with your bank on their interpretation. 

 
Will a borrower’s PPP loan forgiveness amount (pursuant to section 1106 of the CARES 
Act and SBA’s implementing rules and guidance) be reduced if the borrower laid off 
an employee, offered to rehire the same employee, but the employee declined the 
offer?  

No. As an exercise of the Administrator’s and the Secretary’s authority under Section 1106(d)(6) of the 
CARES Act to prescribe regulations granting de minimis exemptions from the Act’s limits on loan 
forgiveness, SBA and Treasury intend to issue an interim final rule excluding laid-off employees whom 
the borrower offered to rehire (for the same salary/wages and same number of hours) from the CARES 
Act’s loan forgiveness reduction calculation. The interim final rule will specify that, to qualify for this 
exception, the borrower must have made a good faith, written offer of rehire, and the employee’s rejection 
of that offer must be documented by the borrower. Employees and employers should be aware that 
employees who reject offers of re-employment may forfeit eligibility for continued unemployment 
compensation. 

Do I have to set up a separate bank account to run the PPP loan payments through? 
Although not currently required in the guidance, financial professionals are recommending doing so. You 
should check with your bank to verify their position. If you do set up a separate account, it would make 
the most sense to fund your payroll through you main account and then reimburse your main bank 
account for only forgivable expenses, as most payroll systems generate payroll costs that are not 
includable for forgiveness such as Social Security and Medicare. So, expensing your entire payroll to the 
separate account may not make the most sense. 

As an owner, can I pay myself a bonus with unspent PPP loan funds? 
This is an area to proceed with caution. If it is a bona fide bonus/commission plan that is supportable and 
has occurred in the past, there would be a good argument for doing so. Employers have also been 
increasing everyone’s wage base over the entire 8-weeks to ensure the PPP loan is fully spent. Although 
we have heard from one client whose bank told him no pay raises during the 8-week period. Others have 
been giving supplemental “hazard pay” for employees that would come to the office. This will come down 
to individual bank interpretations and future Treasury guidance. Keep in mind that the banks will have 60 
days after the end of the 8-weeks to review forgiveness. “If your plan is to use your PPP loan to overpay 
your employees for eight weeks and then stop paying them, that would not be advisable, that is abusing 
the system," said Neil Bradley, executive vice president and chief policy officer at the U.S. Chamber of 
Commerce. "You're going to get caught on that, and that's how you get in trouble in this situation." 
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