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Key Items Clarified on the Application
• The “incurred” and “paid” language in §1106 of the CARES Act regarding 

expenses that count for forgiveness is defined to allow, with certain limitations, 
both expenses paid and incurred in the 8-week period; 

• A relatively borrower friendly interpretation of the calculation of both the full-
time equivalent and wage/salary reduction provisions that would reduce the 
amount of debt forgiven; 

• An indirect bar on using bonuses to owner employees to fill shortfalls in eligible 
expenses used to apply for loan forgiveness buried in the representations;

• An explicit statement that covered rent obligations include leases on both real 
and personal property; and 

• The creation of a new Alternative Payroll Covered Period that allows borrowers 
to align the 56-day period with their own payroll period.



PPP Schedule A Worksheet



Table 1 is for employees earning less than $100 K in 2019

*The SBA tables do not include any employee in Table 1 that 
did not work for the employee during the 56-day period.



Average FTE

Example. X Co. borrowed a $100,000 PPP loan on April 10, 2020. X Co. incurred $100,000 of costs eligible for forgiveness over the next 8 
weeks.
For the 8-week period beginning April 20, X Co. had the following employees:

A: who averaged 45 hours per week during the period,
B: who averaged 40 hours per week during the period,
C: who averaged 28 hours per week, and
D and E: who averaged 20 hours per week.

For the 8-week covered period, X Co. 
had 3.7 FTEs:

A: 45/40 capped at 1.0
B: 40/40 = 1.0
C: 28/40 = .7
D &E: 20/40 = .5 each

If X Co. chose instead to use the simplified method, it would 
have 3.5 FTEs:
•A: 45/40 capped at 1.0
•B: 40/40 = 1.0
•C: 28/40 = .5
•D &E: 20/40 = .5 each



FTE Reduction Exceptions:



Salary/Hourly Wage Reduction
To determine the amount of reduction required, you must go through the following steps for 
EACH employee:

•Step 1: Determine if pay was reduced by more than 25%
a. Enter average annual salary or hourly wage during Covered Period or Alternative 
Payroll Covered Period: ______________.
b. Enter average annual salary or hourly wage between January 1, 2020 and March 
31, 2020: ______________.
c. Divide the value entered in 1.a. by 1.b.: ______________.

If 1.c. is 0.75 or more, enter zero in the column above box 3 for that employee; otherwise 
proceed to Step 2.



Salary/Hourly Wage Reduction
Example

Employee A was paid $7,000 during the Covered Period for an average annual salary of 
$42,000 ($7000/8 * 52) during the Covered Period 
Employee A was paid $12,000 during the period between January 1, 2020 and March 31, 2020 
for an average annual salary of $48,000 ($12,000 * 4).

Step 1 (a) $42,000
(b) $48,000
(c) $42,000 / $48,000 = 0.875

0.875 is greater than 0.75. Enter a zero in the salary/wage reduction column



Safe Harbor – Salary/Hourly Wage Reduction

Step 2. Determine if the Salary/Hourly Wage Reduction Safe Harbor is met.

a. Enter the annual salary or hourly wage as of February 15, 2020: ______________.

b. Enter the average annual salary or hourly wage between February 15, 2020 and 
April 26, 2020: ______________.

If 2.b. is equal to or greater than 2.a., skip to Step 3. Otherwise, proceed to 2.c.

c. Enter the average annual salary or hourly wage as of June 30, 2020: 
______________.

If 2.c. is equal to or greater than 2.a., the Salary/Hourly Wage Reduction Safe Harbor has been met 
– enter zero in the column above box 3 for that employee. Otherwise proceed to Step 3.



Salary/Hourly Wage Reduction

Step 3. Determine the Salary/Hourly Wage Reduction.

a. Multiply the amount entered in 1.b. by 0.75: ______________.

b. Subtract the amount entered in 1.a. from 3.a.: ______________.



Calculation of the salary/hourly 
reduction amount for an hourly worker

If the employee is an hourly worker, compute the total dollar amount of the reduction that 
exceeds 25% as follows:

c. Enter the average number of hours worked per week between January 1, 
2020 and March 31, 2020: ______________.

d. Multiply the amount entered in 3.b. by the amount entered in 3.c. 
______________. Multiply this amount by 8: ______________. Enter this value 
in the column above box 3 for that employee.



Calculation of the salary/hourly wage reduction 
amount for a salaried employee

If the employee is a salaried worker, compute the total dollar amount of the 
reduction that exceeds 25% as follows:

e. Multiply the amount entered in 3.b. by 8: ______________. Divide 
this amount by 52: ______________. Enter this value in the column 
above box 3 for that employee.



Example

Employee B was paid $7,000 during the Covered Period for an average annual salary of $42,000 
during the Covered Period 
Employee B was paid $20,000 during the period between January 1, 2020 and March 31, 2020 for 
an average annual salary of $80,000 during the first quarter of 2020
The annual salary or hourly wage as of February 15, 2020 was $80,000, and the average annual 
salary or hourly wage between February 15, 2020 and April 26, 2020 was $80,000. 
Step 1 – determine if the pay was reduced more than 25%

$42,000 / $80,000 = 0.525
Step 2 –determine if safe harbor  is met 

$80,000 = $80,000 so the Salary/Hourly Wage Reduction Safe Harbor does not apply 
because the reduction in salary occurred after April 26, 2020. 

Step 3 - calculate the reduction: 
i.    $80,000 * .75 = $60,000, then 
ii.    $60,000 - $42,000 = $18,000
iii.    $18,000 * 8 = $144,000
iv.    $144,000 / 52 = $2,769.23 is the reduction amount. 



Example

Employee C was paid $7,000 during the Covered Period for an average annual salary of $42,000 
during the Covered Period 
Employee was paid $20,000 during the period between January 1, 2020 and March 31, 2020 for an 
average annual salary of $80,000 during the first quarter of 2020
The annual salary or hourly wage as of February 15, 2020 was $80,000
The average annual salary or hourly wage between February 15, 2020 and April 26, 2020 was 
$50,000
The average annual salary or hourly wage as of June 30, 2020 was $80,000. 

Step 1 - determine if the pay was reduced more than 25%   
$42,000 / $80,000 = 0.525

Step 2 – determine if safe harbor is met
$80,000 > $50,000, but as of June 30, 2020 the average annual salary = $80,000, so the 
Salary/Hourly Wage Reduction Safe Harbor is met and no reduction to the Forgivable 
Expenses will apply. 



Table 2 is for employees earning more than 100K per year 



. 



PPP Schedule A 



. 



Compensation to Owners 



. 



. 

Line 11 - looks for the average full-time equivalents for the taxpayer’s “reference period.” The instructions provide 
that the reference period for a borrower is either:

February 15, 2019 to June 30, 2019; 

January 1, 2020 to February 29, 2020; or 
Select the period that results in the lowest FTE calculation.

Line 13 – Remember Safe Harbor was determined on the bottom of the Schedule A Worksheet



. 



We are answering your questions live on the air right now. 

Please submit questions through the Q&A function,
not the chat option at the bottom of your screen. 



Please email: 

questions@dominionpayroll.com

For resources, updates, webinar schedule, and FAQ’s, please visit our

COVID-19 Updates & Resources page

Questions? ?

mailto:questions@dominionpayroll.com
https://empower.dominionpayroll.com/covid-19updates%E2%80%8B


As requirements change and laws 
are passed, we will update you as 
soon as possible.

Don’t forget to wash your hands! 


