


PPP Loan Guidance for Borrowers

e This includes information from

* Interim Final Rule - Business Loan Program Temporary Changes; Paycheck Protection Program-Requirements-Loan
Forgiveness published on June 1 2020

 Borrower PPP Loan Forgiveness Application published on May 16 2020

e This presentation does not incorporate information from the Paycheck Protection Program Flexibility Act signhed by
President Trump on June 5

For the most up to date PPP Guidance, visit https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-
protection-program

ISC :


https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-program

Forms and Supporting Documentation



Borrower Forgiveness Application (Form 3508)

Paychuek Probection Prograns ANV Cntral Nammbor J-HET

* Posted on SBA Website on May 15 & it o . 4o

To apply for forg resess of yoer Paycheck Protecion Frogram (FPF) lnae, you | the B sl cic this E

* Forgiveness Application to be completed by Borrower e e i, v emit 4 L s <t 2 ) B )

plciz this apy t thoough their Lender

Thix b ihe II}hPPPLnnImu(lkdmmFﬂml } PFP Schedule A (3] the FPP

° Fillable Format Scrhftﬂ.'#ndi:ﬂ -l.ﬂld:lnlphﬂullPPf“ F om Form. All B ot smbeni || pand

e fer FPF Leap Forsi Lalcaltion Farm

* Required to be submitted to LISC / immito upon completion e o Lrrimme app i B AN LS5 i e

Heninres Adidres Bandarws Fhone/ Primary Cantact E-mal Addrove Erecr the ame mformsn @ on yoer Bamawes
Applicaon Farm, uzlcs there bas boee a chazge in addeem ar conact nieration

e Electronic submission is allowed 5B PP Lnn Summber Ester e o b s by S8 o e e of e sl gt i b e e

Lender if secemary.

Lender FPF Loan Number: Esicr ibe kan sumber amigncd to the FPF loan by the Laodor
PFFF Lson Amomst: Esicr ihe disberscd principal smownt of the FEP loan (the ot loan amonk you eoccreed from the Lender)
Ernpleyor sk Tome of Lasn Applrstion: Exicr ihe ol number of emplopees ai the time of e Bormower's PPF Loan

Form is available here in English and Spanish: e

Ernpleyor ai Tome of Forgivenms Application: Esicr ibe iotal mumber of empleyocs a1 the ime e Borower i applyng fioc

https://www.sba.gov/document/sba-form--paycheck-protection-program- R

[PPF lLsom Disbaremesi Dwie: Enicr the deic ikai you noceread the FPP loon proceeds from the Lender. W loas proceeds were:

loan-forgiveness-application R

ENM. Advaser Amomst: [ e Boerower received sn Foosomic Inpary Dissder Loan (EIDL | sdvance, ceier the smoni

ELIM. Application IFtke | appkicd for an EIDL, cvier the Bornreeer's EIDL Application Nusber.
Fayrull Schernle: Scloct the box that coeresponds 1o yoer myeell schodele.

Corvered Ferind: Esicr the cighi-werk ($-day ) Coeered Period of yous PPP loan. The first dhay af iz Covered Period must be
the xame  the FFF Loae Dishursemest Date. For cxsnple, if the Bammwer roocived s FPP lom proceeds on Mondy, Apnl 6.
the frst day of the Caversd Pericd & April 36 and the last day of the Coverad Ferid i Susday, Jone 14.

Aliwrnativs Payroll Cevornd Periad: For adoi with a biscckly (o more frequonk) payrell
schedle may cloct iecakoulaic o phkpmmllmnum;hafh#n:ilh—:hﬂ perind that hegine o the first day of ther B
pay perasd dollowing ther PPF Loan D Dhiz overed 1. For cxmrple, if the Homower
mecerved i FFP lnm procceds on Slondry, Aprd 3 Il.udlh:Elid.ly-bFﬂ Elip.lyprmdfblhmlg ity PPF lean debunement =
Slnhxl.pllb.dxfnhwrfdxﬂmmP yruIJL m:l!hnnd:.ipﬂllbudﬂrlllhxuﬁh:lhﬂljn:hﬂuu
Conerodl Poriod is Saturdyy, bes 3. B k mnc the Ak Payroll Cor m:ldh'nndml:lwlrlu
Aliemaiive Pryroll Covered Ferand wherever there i rl:ﬁ:n:noc::qu:pl cation ko ik Covered Penied o the Alicmaine
Fayroll Coversd Ferind®  Howover, Bormowers must apply the Covered Poniod inel ke Alicrnagres Faymoll Covernd Pomod)
wherever there i o refenmcs m b applicatos i e Covorod Poriod™ enly.

i Borrawer Hecvived PPP Lo in Evoms of 52 Mldlien: Chock the box il $ie Borvewsr, ingeiber with sy aifikics (o the
exicr regquared usder SEA"s micrim fizal rele on afilisics (35 FR ST (Apeld 15, 3020)) snd mok waived woder 15 USC
G304 BN B, pocsived FFP kuans with an sriginal priscipal ameust i cocem of 82 millon

Fargivencs Amouai Cabeubaiisn fsre Senmary of © o

s Eligible lor Forgh bl

Lime 12 Enter il chigible payrall costs izcuered or pid dering the Cosered Period or the Altomative Payeel] Covered Period.
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https://www.sba.gov/document/sba-form--paycheck-protection-program-loan-forgiveness-application

Borrower Forgiveness Application & Supporting Documentation

e Part 1: PPP Loan Forgiveness Calculation Form - Submitted to LISC / immito
e Part 2: PPP Schedule A - Submitted to LISC / immito
e Part 3: PPP Schedule A Worksheet

e Part 4: Optional PPP Borrower Demographic Information Form - If completed, submitted to
LISC / immito

Borrower Forgiveness -
Four Part Application

e Payroll - documentation verifying eligible cash compensation and non-cash benefit
payments for the Covered Period (or Alternative Covered Period)

 Full Time Equivalent - documentation at the election of the borrower

Supporting Documentation

* Non-payroll - documentation verifying existence of obligations / services prior to
2/15/2020 and eligible payments for Covered Period
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Part 1: PPP Loan Forgiveness Calculation Form

_ o & P R sranceaoroed
e Submitted to LISC / immito EEP Lamn st cms Caelation Furm
* Provides instructions for completion of the calculation form, including: E— e —
e Specifically requiring borrower to identify whether it, together — P
with its affiliates, received PPP loans with an original principal R — e
amount in excess of $2 million s T o - |
[ENM. Addvancr Amopst: o EIBL Application %umber:
» Defines costs that are eligible for forgiveness Payo ekl To ey v i el i b sy
 Eligible payroll costs ot __B o
. . . Altrrnative Payroll Coversd Persod, if applicabie: - ™ -
* Costs paid + for the last pay period, costs incurred but not e g i i, g ) e PP i, cch
yet paid during the 8-week cover period (or alternative Forgrmom Aot Caklain
payroll covered period) limited to a maximum of $100,000 L. e o b et TP Sl .
annualized s

Linc 4. Besmess Uslity Paymonis:

» Refers borrowers to IFR #1 (4/2/2020) for information
regarding what qualifies as payroll costs

Adissnais for Fult-Tens Egeivaloney (FTE) s Salary Hoerly Wage Roductos
Linc 5. Toial Salary Houry Wage Reduction {oier the smount from PFP Schadule A, line 3}
Linc 6. Add the smowunis on lmes 1, I 3, snd 4, then subtnact the smoent cntiorod m linc &

Linc 7. FTE Reduction Chuotieni {oicr the nember om PPF Schedulle A, line 15):

Linc Mut':d Toial [maliply bne 6 by bne Tk

Linc 9. FPP Loon Amcamit

Line 14 Fayveell Cosi 75% Requrcmeni idivide line | by 075k

Linz |1. Forgeonem Ameouni (cmier the smallest of lincs &, 9. and 10k

SNA Farm 1308 {1330
Pag 3
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Part 2: PPP Schedule A

Faveheek Proteetion Pregram NN Ctrel Numbsr I B0T
@ Lz Forgivemms Applcstisn Expiration Duic B/SLT0E
EEP Schedule &

e Submitted to LISC / immito

Lmc |. Enicr Cash Compossation {Bax. 1) frem FFP Schedule A Warkahecs, Tablc |:

* Provides instructions for completion of PPP Schedule .

L. Emicr Average FTE {Box 2} from FPP Schedule A Worksberd, Table |

A Linc ¥, Enter Salary Hosrly Wage Roduction (B 3) from FBP Schedule & Weekshert, Table |

1 the average asrmsal slary o hosrly wags for cach cmployes lisied oo the FRP
Schedzle A Worksheet, Tahle | dering the Covennd Pemod or the Alicrmativs Fayesl
Cionered Periad sran ai baast 5% of such crployos's averags aneusl sy or bourly
wage hotween Jasusey |, 3000 and Marck 11, 3034, chock bere [ and caier # on line
1

EEF Schedule A Workshes, Tablc 2 Toigh
Linc 4. Enier Cash Comperaation {Bax 4) from PP Schedule A Workshees, Table 2:

Lme 5. Enier Average FTE (B 5§ from FPP Schedule A& Workshert, Table I

Ham-Cash o] Cowts Dering the Covered Pemod or the Aberzative | Cerpered Perisd
Line 6. Tootal armers paid by B [p—— basicns for cmphoyac bt i
Lme 7. Total armeent paid by B e el Tbutions io cmployos poin plazs:

Lanc & Tostal armrerst paid by Borrower for cmplayer wiwee and local tacs secssad on cmplaver
camperanon

Compenmin i wners

Lmc 9. Total srrerent paid io ewner-smployeos sl -cmployad indiridul

partirs:
This smousi may ot be incuded in FFF Schodulc A 'Worksberd, Table | orl. Wikorc i
mare ihan ooe mdividusl included, sfiasch o scparsic hilc ai by e sames of and

Pyt o e
Toial Pryoll Costy

Lz 10 Payrsll Cout fadd bres 1,4, 6.7, &, and 9

[Full-Tore: Eguivaleney (FTE | Reduction Caloy latton
 you horee niot rediuced the member of coplioy the aversge paidh of pou betwem
Jarursry 1, 30000 mndl ike eed of the Covered Ferad, check here [1 *phﬂlll.rlll‘-dlemh:I].

Line 11, Avcrage FTE dering the Bormmwer's chosm refirence period:

Lmez 1 1. Total Aversge FTE (xdd bues 1 and 5j:

L 13. FTE Reduction Craviseni | divide ke 12 by line 11 or caier 18 i FTE Safe Harbor is mei:

SHA Farm 1308 {3/
Pagots




Part 3: PPP Schedule A Worksheet

I Payehieck Protoction Pregraim VS Contrel Numbeor 3BT
m Lssm Forgrvemms Applcstion Espdraiien Dwiv: W51

* Not required to be submitted to LISC / immito but ' EEP Scholue A Warkoket

must be retained in borrower’s records = Were ey b i ot my i g e Covere P he Aberine Pl Coverd Peiod whone

prizcipal place of residence i i ke Uniicd Stakes: and

w»  [Koocreod ; from the B ® an b wuic of kexs than or cqual io S 100000 for all pay perinds i
2019 or were ool any by the: Borrower ai sy poimi o D19,
Salary [ Hourly Wags
[ ST
[ vitsuucnan taopiens:
Vistmla L9 Mo T LS

Tahile 2: List amployees wha
= Wers cmploped by the Bamower at sy o dering the Covoed Farod or the Alernative Bayrell Coversd Poriod whoe
principal place of residencr is in the Lniied States: and

Escoived s frven this Bormower @ an armsalissd mic of mer: han §1 i vy Py period in 2014,
Emplave
e e e S | B et Lo
Voeals: [ Hare 4 Hare 5

Abinck sdchtional sxhles of adiboral pows are necded.

ETE Reductioy Safe Harber:

L. [Emier the bormyweer's foial FTE bhetwees Febnuory 15, 220 and Aped 26, X120 Follow ke s method ikai
averge ped
was uscd in calcubic Avcrage FTE m the FPP Scheduke A Wiorkshoot Tablo Sem scrom all cmplopecs and enier:

2. }nlcrb:hﬂwmr'luthTl‘ahBﬂwﬂr’lpﬂprmdn:hnﬂn”rh:unI‘ 2000, Follow the samc mcibod
that vwas wed in sep |:

Seep 3. Jfﬁ:ml.rvl’x’cp‘ug-:—.—rllm T . Ocrwise, dhe FTE Reduction Safc Harbor mnet
applicable and ike Bormower rmus wq:l:-ln:l]-M'PP Schedule A by deading line 12 by Bnc 1] of dhd schedule.

Sicpd. [Fnier the bormwer's ol FTE m of Jene 3, 3020

Sacp 5. Ifths entry for scp 4 in grestcr than or eqeal i sicp 2, exier | 81on linc 13 of FRP Scheduls A: e FTE Roduction Saic
Harbor b boee wesficd. Otberwise. the FTE Roducton Safic Harkar docs ot apnby and #iz Bomoser st complete
line |3 af FEP Schedsle A by dividang bz | 2 by lise 1] of that schednle
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Part 4: Optional PPP Borrower Demographic Information Form

* Borrower submission of this form is optional £ e i .

e LISC / immito collected voluntary demographic R
information at loan approval T Dt Tos o et o st o o U B P B ki s f ey,

3 hﬁind?ﬂ. The ferm - Panq'u. meanm:
For 2 scfcmploycd indevideal, nd or 3 weke e acli-cmployed
carinacio or solc propricior

* Demographic information is being collected for = Fur i, el e i i i 6o e o e ity e W, o 0y

parizcr that s izvolved i ibe mazagemcsi of the Borewer's buxsc.

program reporting purposes only, created due to sl e ————a———
= Any ndivakal hircd by the Bormower o manage e day-io-day operations of ke Borrewer [koy cnployec™)

requests from Congress LTI

4 PI'“E Smme. I the full same of the Priscipsl

5. Posigon Mcnify the Princpel s postion: I'w.:t.npl mli-cmployed individind: independeni contracior: mike propricior;

e Data requested on EACH of the borrower’s principals e
including;: e =

]
Veicran I=oe-V cieran; 1=Veioas I=Sovice-Dhashled Veicran; 4=Spowse of Viieran; X =hei

e Name and Position — —

Faacs (mere tham || 1 =/imerican Indan or ARsks Faive, T=hemn; Pk of Ancas- Amercan; J=maine

e \eteran Status s R e e

Hsdavary n velunizry and will kove pa brarimg oot an ferpreacs dechion
e Gender

e Race
e Ethnicity

Paperwerk Heducties & - Yod o rol reguarad b3 respodd o tes collecton of mionrasen sakos o Saplaye & aurcmby valid 081 Conred
Nambur, Tha carmand nme fa complcung s spp boanon. nchadng gaterng dm sacdcd, s 15D Tenmes Commcnas shou thes B o the
rfomuasss regieaied shoald be s o Srrall Busrwss ddweriaranss, eeciar, Raoconfs Marsgarem Divissa, 43 Ird 5. SW, Wshisgon [
M4 srdar SHA Desk Cfficer, (4fkce of Marsgorram s Dalga, Mow Exccenye Offce Duikbeg, 'Wsshages I 220

SHA Farm 1308 §3/700)
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Supporting Documentation - Payroll

Documentation verifying eligible cash compensation and non-cash benefit payments for the Covered Period (or Alternative Covered
Period)

* Bank Statements or 3" party payroll service provider reports documenting amount of cash compensation paid to employees

» Tax forms (or equivalent 3" party payroll service provider reports) for the periods that overlap with the Covered Period or
Alternative Payroll Covered Period

* Payroll tax filings reported, or that will be reported to the IRS (typically Form 941)

e State quarterly business and individual employee wage reporting and unemployment insurance tax filings reported, or that
will be reported, to the relevant state

 Payment receipts, canceled checks, or account statements documenting the amount of employer contributions to employee
health insurance and retirement plans that the borrower included in the forgiveness amount (PPP Schedule A, Lines 6 & 7)

ISC .



Supporting Documentation - FTE

Documentation showing (at the election of the borrower)
* Average number of FTE employees on payroll per month employed by the borrower between 2/15 and 6/30/2019
* Average number of FTE employees on payroll per month employed by the borrower between 1/1 and 2/29/2020 OR

* For a seasonal employer, average number of FTE employees on payroll per month employed by the borrower between 2/15 and
6/30/2019, between 1/1 and 2/29/2020, OR any consecutive 12-week period between 5/1 and 9/15/2019
e Selected periods must be same selected for completing PPP Schedule A, line 11
 Documents may include
* Payroll tax filings reported, or that will be reported to the IRS (typically Form 941) AND

e State quarterly business and individual employee wage reporting and unemployment insurance tax filings reported, or
that will be reported to the relevant state

 Documents submitted may cover periods longer than the specified time period

ISC :



Supporting Documentation - Non-Payroll

Documentation verifying existence of obligations / services prior to 2/15/2020 and eligible payments for Covered Period

* Business mortgage interest payments - copy of lender amortization schedule and receipts or canceled checks verifying eligible
payments for covered period, or lender account statements from 2/2020 and the months of the covered period through 1-mnoth
after the end of the covered period verifying interest amounts and eligibility parameters

* Business rent or lease payments - copy of current lease agreement and receipts or canceled checks verifying eligible payments
for covered period, or lessor account statements form 2/2020 and for the covered period through 1-month after the end of the
covered period verifying eligible payments

* Business utility payments - copy of invoices from 2/2020 and those paid during the covered period and receipts, canceled
checks or account statements verifying eligible payments

ISC .



Supporting Documentation - For Borrower to Retain

Does not need to be submitted to LISC / immito but should be retained for your records

* PPP Schedule A Worksheet or its equivalent AND

* Documentation supporting the listing of each individual employee in Schedule A, Worksheet Table 1, including salary / hourly
wage reduction calculation, if necessary

* Documentation supporting the listing of each individual employee in Schedule A, Worksheet Table 2, that lists each employee
that received during any single pay period in 2019 compensation at an annualized rate of more than $100,000

* Documentation supporting the PPP Schedule A Worksheet “FTE and Safe Harbor”

Borrower must retain PPP documentation for 6 years after the date the loan is forgiven or paid in full AND permit
authorized representatives of the SBA, including the OIG, to access such information as requested

ISC .



Borrower Responsibilities

* Provide accurate calculation of loan forgiveness is the responsibility of the borrower.

* Borrower must submit all required documentation to lender, provide an accurate calculation of the loan forgiveness amount and
attest the accuracy of its reported information and calculations on the Loan Forgiveness Application

No documentation submitted to lender = No forgiveness

ISC .



Forgiveness Process + Calculation



General Loan Forgiveness Process

8 Week Covered Period

Borrower Completes

and Submits Loan

Lender Review of
Forgiveness
Application

SBA Review of
Forgiveness
Application

Borrower to use and
track loan proceeds for
eligible payroll and non-
payroll costs

Borrower must complete
and submit to LISC /
immito the Loan
Forgiveness Application

LISC / immito must
review application and
make a decision
regarding loan
forgiveness AND
Submit to SBA for
payment if LISC /
immito decides
borrower qualifies for
forgiveness for some or
all of the amount
applied for

SBA will (subject to
review by SBA of the
loan or loan application)
remit to the lender the
appropriate forgiveness
amount + interest
accrued through date of
payment

If applicable, SBA will
deduct EIDL Advance
Amounts from the
forgiveness amount
remitted to Lender

ISC
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General Loan Forgiveness Process

* As part of their review, the SBA will review loan for compliance with the
» CARES Act
* SBArules or guidance applicable at the time of the borrowers application
* Terms of the borrower’s PPP loan application, e.g. borrower lacked an adequate basis for the certifications on the application

e LISC / immito are responsible for notifying borrower of the final forgiveness amount
* If no forgiveness, or reduction in amount of forgiveness, borrower must repay remaining balance due on or before the 2-year maturity date

* If the amount remitted to the lender exceeds the remaining principal balance on loan the lender must remit the excess amount, including
accrued interest to borrower. This may happen if borrower makes payments after the 6 month deferment period

If the SBA determines the borrower was ineligible for a PPP loan, the loan is NOT eligible for forgiveness.
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Forgiveness Amount

For employers - compensation for employees who
pr|n0|pally reside in the US, including:
Salary, wages, commissions or similar
compensation
. Cash tips (or equivalent)

or sick leave
. Allowance for separation or dismissal
. Payment for retirement

employee compensation

For independent contractor / sole proprietor

e Wages

e Commissions

 |ncome or net earnings from self-employment

. Payment for vacation, parental, family, medical,

. Payment of state and local taxes assessed for

. Interest payments on business mortgages for
real or personal property incurred before
2/15/2020

. Payments of business rent on real or personal
property under a lease in effect before
2/15/2020

. Business utility payments (electricity, gas, water,
transportation, telephone, internet access) that
began before 2/15/2020

Eligible Non-Payroll Costs CANNOT exceed 25 % of
total forgiveness amount

ISC
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Eligible Payroll Costs - Timing

e Payroll costs paid or incurred during 8 consecutive week period are eligible for forgiveness

8 week period begins on either:
o Start of Covered Period: Date of PPP loan disbursement
» Alternative Payroll Covered Period: 15t day of 15t payroll cycle in the covered period

 SBA acknowledges the 8 week covered period may not align with borrower’s payroll cycle so are allowing borrower to elect to use
the alternative payroll covered period when borrower has bi-weekly or more frequent payroll period

 Example: A borrower has a bi-weekly payroll schedule (every other week). The borrower’s eight-week covered period begins on
June 1 and ends on July 26. The first day of the borrower’s first payroll cycle that starts in the covered period is June 7. The
borrower may elect an alternative payroll covered period for payroll cost purposes that starts on June 7 and ends 55 days later
(for a total of 56 days) on August 1. Payroll costs paid during this alternative payroll covered period are eligible for forgiveness. In
addition, payroll costs incurred during this alternative payroll covered period are eligible for forgiveness as long as they are paid
on or before the first regular payroll date occurring after August 1. Payroll costs that were both paid and incurred during the
covered period (or alternative payroll covered period) may only be counted once.
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L.l lH—;H L
Eligible Payroll Costs - Eligible Payments

Eligibility of payments to furloughed employees, bonuses, hazard pay
» Payroll costs defined broadly to include compensation in the form of salary, wages, commissions or similar

e Payments to furloughed employees are eligible (subject to limit of $100,000 on annualized basis)

» Hazard pay and bonuses are eligible (subject to $100,000 limit)
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Eligible Payroll Costs - Caps for owner-employees and self-employed

 Owner-employees: capped at 2019 employee cash compensation + employer retirement and health contributions made on their
behalf

e Schedule C filers: capped at amount of owner compensation replacement calculated based on 2019 net profit

 General Partners: capped at amount of 2019 net earnings from self-employment (reduced by claimed section 179 expense
deductions, unreimbursed partnership expenses and depletion from oil and gas properties) times .9235

* No additional forgiveness provided for retirement or health insurance contributions for self-employed individual, including
Schedule C filer and general partners, since those expenses are paid out of net self-employment income

Loan forgiveness amount limited to 8/52 of 2019 compensation or $15,385 per individual in total across all businesses
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Eligible Non-payroll Costs - Timing

e Paid during covered period OR
e Incurred during covered period and paid on or before next regular billing date even if that date is after the covered period

 Example: A borrower’s covered period begins on June 1 and ends on July 26. The borrower pays its May and June electricity bill
during the covered period and pays its July electricity bill on August 10, which is the next regular billing date. The borrower may
seek loan forgiveness for its May and June electricity bills, because they were paid during the covered period. In addition, the
borrower may seek loan forgiveness for the portion of its July electricity bill through July 26 (the end of the covered period),
because it was incurred during the covered period and paid on the next regular billing date.
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Eligible Non-payroll Costs - Mortgage Payments

* Advanced payment of interest on a covered mortgage are NOT eligible

* Principal on a covered mortgage are NOT eligible
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Reductions to Loan Forgiveness Amount - Employees

» Reduction during covered period of
* Full-time equivalent (FTE) employees or
e Employee salary and wages

* General statutory exemption applies if borrower rehires employees and restores salary and wage levels by 6/30
* Includes borrowers who offer to rehire employees or restore employee hours but do not have offers accepted by employees
 Exemption when borrower offered to rehire or restore employee hours but was declined
 Borrower may exclude any reduction in FTE employee headcount attributable to an individual employee if:
* Borrower made good faith, written offer to rehire or restore hours during covered period

» Offer was for same salary or wages and same # of hours as earned by employee in last pay period prior to
separation or reduction in hours

e Offer rejected by employee
* Borrower maintained records documenting offer and rejection AND

* Within 30 days, borrower informed applicable state unemployment insurance office of rejected offer (more
information on how to report to be posted on SBA’s website)
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Reductions to Loan Forgiveness Amount - Employees

* Generally forgiveness amount reduced by the same percentage as percentage reduction in FTE employees

e Calculation based on borrower-selected reference period (see slide 12)

e If average number of FTE employees during the covered period or alternative covered period is less than during reference period,
total eligible expenses available for forgiveness reduced proportionally by percentage reduction in FTE employees.

 For example, if a borrower had 10 FTE employees during reference period and 8 FTE employees during covered period - a
20% decline - so only 80% of eligible expenses are available for forgiveness
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Reductions to Loan Forgiveness Amount - Employees

e Full-time equivalent employee = employee who works 40 hours or more on average a week
* Hours of employees who work less than 40 hours a week are calculated as proportion of a single FTE employee and aggregated

* To calculate, divide the average number of hours paid for each employee per week by 40, and cap at 1, e.g. if an employee is paid
for 48 hours per week, they should be considered 1 FTE.

 For employees who were paid for less than 40 hours per week, borrowers can calculate FTE equivalency in two ways:
* First, the borrower may calculate the average number of hours a part-time employee was paid per week:
 Example: if an employee was paid for 30 hours per week on average during the covered period, the employee could be
considered to be an FTE employee of 0.75.
e Second, for administrative convenience, borrowers may elect to use a full-time equivalency of 0.5 for each part-time
employee
* Borrower can select one of the two options, and must apply consistently to all employees

* Reduction Quotient calculated by adding together all of the employee-level FTE employee calculation for the covered period or
alternative covered period by the average number of employees during the selected reference period.
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Reductions to Loan Forgiveness Amount - Reduction in Salary

* Reduction in excess of 25% will result in reduction of loan forgiveness amount unless an exception applies

 For each new employee in 2020 and each existing employee who was paid more than the annualized equivalent of
$100,000 in any pay period in 2019, borrower must reduce total forgiveness amount by amount of salary or wage
reductions greater than 25% of base salary or wages between 1/1 and 3/31

e Example: A borrower reduced a full-time employee’s weekly salary from $1,000 per week during the reference period to
$700 per week during the covered period. The employee continued to work on a full-time basis during the covered period
with an FTE of 1.0. In this case, the first $250 (25 percent of $1,000) is exempted from the reduction. Borrowers seeking
forgiveness would list $400 as the salary/hourly wage reduction for that employee (the extra $50 weekly reduction
multiplied by eight weeks).

* Reduction calculated on a per employee basis - not in the aggregate

» Reduction based on a reduction in number of employees relative to reduction relating to salary and wages. To avoid double
penalty, salary / wage reduction applies only to portion of decline in employee salary and wages NOT attributable to FTE
reduction

* Exception exists when, if by 6/30, borrower restores reductions made to employee salaries and wages or FTE employees
* If reductions eliminated by 6/30, borrower exempt from reduction in forgiveness amount

* Reductions for when employee is fired for cause, voluntarily resigns or voluntarily requests fewer hours
* Borrower may still count employee at same FTE level as before event occurred

ISC .



SBA Loan Review - Borrower Related
Responsibilities



Basis for Review

» SBA's review of borrower certifications and representations regarding the borrower’s eligibility for a PPP loan and loan forgiveness
and the borrower’s use of PPP loan proceeds, is essential to ensure that PPP loans are directed to the entities Congress intended
and that PPP loan proceeds are used for the purposes Congress required including the CARES Act’s central purpose of keeping
workers paid and employed

* SBA may review ANY PPP loan as it deems appropriate

ISC .



What and when will the SBA review?

* Borrower eligibility for the loan
* Based on the CARES Act, rules and guidance available at the
time of borrower’s PPP loan application and terms of
borrowers loan application, including -
* SBA regulations as modified by IRFs
e [nformation, certifications and representations on
Borrower Application Form and Loan Forgiveness
Application Form
e Loan amounts and use of proceeds
* Whether the borrower correctly calculated the loan
amount and used proceeds for allowable uses as
specified in the CARES Act
e Loan forgiveness amounts
*  Whether borrower is entitled to loan forgiveness in the
amount claimed on its Loan Forgiveness Application
(SBA Form 3508 or lender’s equivalent form)

For a PPP loan of any size, SBA may undertake a review at
any time in its discretion
Record retention requirements for borrowers and lenders

apply

ISC




Borrower Opportunity to Respond

* |If loan documentation submitted to SBA by the lender or any other information received by SBA indicates that the borrower may
be:

e Ineligible for a PPP loan, or
* Ineligible to receive the loan amount
* Ineligible to receive the loan forgiveness amount claimed by the borrower

* SBA either will require lender to contract borrower in writing to request additional information OR may request information directly
from borrower

» SBA will consider all information provided by borrower in response or either inquiry

e Borrower’s failure to respond may result in determination that the borrower was ineligible for PPP loan or ineligible for PPP loan or
ineligible to receive the loan amount or loan forgiveness amount claimed by borrower

ISC .



No Forgiveness due to Ineligibility

» If SBA determines borrower is ineligible for PPP loan, SBA will direct lender to deny the loan forgiveness application

* |f SBA determines borrower is ineligible for loan amount or loan forgiveness amount claimed by borrower, SBA will direct lender to
deny loan forgives application in whole or in part, as appropriate

* SBA also may seek repayment of the outstanding PPP loan balance or pursue other available remedies

 Borrower may appeal SBA’'s determination that it is ineligible for a PPP loan or ineligible for loan amount or forgiveness amount it
claimed (separate IFR to be published)

CARES Act provides loan forgiveness ONLY if borrower is an eligible recipient

ISC .
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