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This webinar is provided for information purposes only and does not 
constitute professional advice and is not intended to form a client 
relationship.

As you are aware, things are changing quickly and there is no 
clear-cut authority or bright line rules. These slides are not 
unequivocal statements of the law, but instead represent our best 
interpretation of where things currently stand at the time of this 
webinar.

These slides do not address other the potential impacts of the 
numerous other local, state and federal orders that have been 
issued in response to the COVID-19 pandemic.
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The Legal Stuff



PPP Loan Certifications
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Page 2 of the PPP loan
application includes two critical
certifications that the authorized
representative of the applicant
is required to certify that:
• “Current economic uncertainty

makes this loan request
necessary to support the ongoing
operations of the Applicant.”

• “The funds will be used to retain
workers and maintain payroll or
make mortgage interest
payments, lease payments and
utility payments, as specified
under the Paycheck Protection
Program Rule; I understand that if
the funds are knowingly used for
unauthorized purposes, the
federal government may hold
me legally liable, such as for
charges of fraud.”



Recent SBA Frequently 
Asked Questions

(i.e., Official Edicts)
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FAQ #31 - Do businesses owned by
large companies with adequate
sources of liquidity to support the
business’s ongoing operations qualify
for a PPP loan?

In addition to reviewing applicable affiliation rules to determine
eligibility, all borrowers must assess their economic need for a
PPP loan under the standard established by the CARES Act and
the PPP regulations at the time of the loan application.
Although the CARES Act suspends the ordinary requirements
that borrowers must be unable to obtain credit elsewhere (as
defined in section 3(h) of the Small Business Act), borrowers still
must certify in good faith that their PPP loan request is
necessary. Specifically, before submitting a PPP application, all
borrowers should review carefully the required certification that
“[c]urrent economic uncertainty makes this loan request
necessary to support the ongoing operations of the Applicant.”
Borrowers must make this certification in good faith, taking into
account their current business activity and their ability to access
other sources of liquidity sufficient to support their ongoing
operations in a manner that is not significantly detrimental to
the business. For example, it is unlikely that a public company
with substantial market value and access to capital markets will
be able to make the required certification in good faith, and
such a company should be prepared to demonstrate to SBA,
upon request, the basis for its certification.

Lenders may rely on a borrower’s certification regarding the
necessity of the loan request. Any borrower that applied for a
PPP loan prior to the issuance of this guidance and repays the
loan in full by May 7, 2020 will be deemed by SBA to have made
the required certification in good faith.

Published April 23, 2020
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FAQ #37 - Do businesses owned by private companies with adequate sources of liquidity to
support the business’s ongoing operations qualify for a PPP loan?

Refer to FAQ #31

Published April 28, 2020
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FAQ #39 - Will SBA review individual PPP 
loan files?

Yes. Refer to FAQ #31

SBA reminded all borrowers of an important
certification required to obtain a PPP loan.
To further ensure PPP loans are limited to
eligible borrowers in need, the SBA has
decided, in consultation with the
Department of the Treasury, that it will review
all loans in excess of $2 million, in addition to
other loans as appropriate, following the
lender’s submission of the borrower’s loan
forgiveness application. Additional guidance
implementing this procedure will be
forthcoming.

The outcome of SBA’s review of loan files will
not affect SBA’s guarantee of any loan for
which the lender complied with the lender
obligations set forth in paragraphs III.3.b(i)-(iii)
of the Paycheck Protection Program Rule
(April 2, 2020) and further explained in FAQ
#31.

Published April 29, 2020
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FAQ #23

We disagree, any PPP loan that has been forgiven necessarily
can be treated as though it belongs to the company to use as
it pleases. FAR 31.201-1, Composition of Total Cost, states that
total cost is the sum of the direct and indirect costs allocable
to the contract less any allocable credits. Accordingly, to the
extent that PPP credits are allocable to costs allowed under a
contract, the Government should receive a credit or a
reduction in billing for any PPP loans or loan payments that are
forgiven. Furthermore, any reimbursements, tax credits, etc.
from whatever source that contractors receive for any COVID-
19 Paid Leave costs should be treated in a similar manner and
disclosed to the government. (Updated: April 24, 2020)
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Please confirm that neither the FAR Credits
provision, FAR 31.201-5, the credit provision in
the Allowable Cost and Payment Clause, FAR
52.216- 7(h)(2), nor any other FAR or DFARS
provision imposes an obligation on a
contractor to credit any amount of a Payroll
Protection Program (PPP) loan that is forgiven to
any flexibly priced government contract or
subcontract. We consider a contractor that has
received a PPP loan will use the loan proceeds
as it would any other funds in its corporate
treasury to pay costs of doing business.



Can a Government Contractor get
loan forgiveness and invoice the
Government for those related costs?

FAQ #23 (continued)
10

Contracts subject to FAR Part 31 Cost Principles
FAR 31.201-5 (Credits)

• The applicable portion of any income, rebate,
allowance, or other credit relating to any allowable
cost and received by or accruing to the contractor
shall be credited to the Government either as a cost
reduction or by cash refund.

• Cost principles do not apply to competitively
awarded T&M or Fixed Price contracts – what might
the Government do here?

• FAR 32.601 (Contract Debts – General)
• “Contract Debts” include amounts that

“have been paid to a contractor to which
the contractor is not currently entitled
under the terms and conditions of the
contract” and “duplicate” payments

• Administrative set-off



10 Steps and Tactics For 
Program Compliance and 

Maximum Loan Forgiveness
Payroll Protection Program
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Step #1
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Document, Document, Document

• Document the reasons why
current economic uncertainty
made the PPP Loan necessary to
support the ongoing operations
of the Company.

• You will need to support all
eligible expenditures.



Step #2
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8 Week Spend Plan

• Qualified expenditures during the
8 week period after funding will
determine loan forgiveness.

• Prepare your budget, your 8
week spend plan to maximize
loan forgiveness.



Step #3
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Dedicated bank account and
general ledger account to
track funds.

• You want a clear audit trail
for all eligible expenditures.



Step #4
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Monitor Expenditures

• 75% of expenditures must be for
eligible payroll.

• 25% (max) of expenditures for
eligible nonpayroll costs:

o Rent

o Utilities, including electricity,
gas, water, telephone,
internet and transportation

o Mortgage interest

o Must be in place by February
15, 2020



Step #5
Avoid Reduction in Forgiveness

• Potential Reduced Salary Rate:
Employees who earned less than
$100,000 in 2019 should not have
their compensation reduced by
more than 25% during the 8-week
covered period when compared to
Quarter 1 of 2020.

AND

• Potential Reduced Headcount: The
number of full-time employees (FTEs)
should not be less than the number
of FTEs during either (a) February 15,
2019 to June 30, 2019, or (b)
January 1, 2020 to February 29,
2020. You can choose (a) or (b)
time periods.
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Step 5 (continued)
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Fixes/Remedies

• You have until June 30, 2020 to
restore full time employees and
salary levels for changes made
between February 15, 2020 and
April 26, 2020.

Tips

• Wage reductions during the 8 week 
covered period:

• Impact of commissioned 
employees

• Excludes any employee who
received during any single pay
period during 2019, wages or
salary at an annualized rate in
excess of $100,000.



Step #5 
(continued)
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Tax Impact

• The loan forgiveness is not taxable.
However, the eligible payroll and
non-payroll used to calculate the
loan forgiveness are not deductible.
(April 30, 2020)



Step #6
Avoid other CARES Act Relief Programs

• Employee Retention Credit (Ineligible if you receive a PPP Loan)

• Payroll Tax Deferral (Ineligible if you receive PPP Loan forgiveness) 
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Step #7

8 weeks after funding maximize 
eligible expenditures

• Timing of payroll

• 401k matching contribution

• Paying bonuses (remember 
$100,000 annualized compensation 
cap)

• Catch-up payroll payments
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Step #8

PPP funds not forgiven become a 2 year, 1% 
interest loan. Loan payments may be deferred 
up to 6 months.
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Step #9
• No penalty for prepayment.

• Safe Harbor repayment of PPP
Loan by May 7, 2020 if you decide
you do not want/need the funds.
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Misuse of PPP funds are subject to 
criminal charges.

Step #10
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Unanswered Questions
• Costs incurred and payments 

made during the covered 
period:

• What does this mean?

• What are allowable 
“Transportation” costs?

• Are there any limitations on 
self-rental payments (related 
party leases)

• Not currently.

• What is a Full-Time Equivalent 
(FTE)?

• Not defined in the CARES 
Act.
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LevitZacks has a dedicated COVID-19 
Resource Page with the latest resources and 
guidance for our clients.

From SBA resources and updates for employers and employees to 
federal, state and local tax and regulatory changes, you will find the 
latest resources available in one place.

AND

We are here to serve you, our valuable clients. Please reach out to 
your engagement team leader if you would like to discuss the various 
COVID-19 relief programs and how they may impact you and your 
business. If there's anything we can do to assist you at this time, 
please contact us.

Visit Our COVID-19 Resource Page
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• Our registered attendees will
receive a checklist of potential
areas to address when qualifying
for loan forgiveness.

• A set of the slides and a recording
of today’s seminar will be available
on our website in the COVID-19
Resource page this week.

http://www.lz-cpa.com/
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