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Summary of Paycheck Protection Program (PPP) Forgiveness 
 

Pay Period 

• Borrowers have 8 weeks to spend the PPP funds on qualified expenses. 

• The 8-week period begins on the day the funds were received, unless an alternative method is elected. 

• Borrowers can elect an alternative payroll period, which is the 8-week period starting the first day of the pay 

period after they received the funds. So, if you received your funds on a Wednesday, but your pay period 

typically runs Monday – Friday, the 8-week period can begin on the Monday after you received your funds. 

• The alternative method cannot be selected if the pay period is less frequent than biweekly. 

Qualified Wages 

• At least 75% of the borrowed funds must be spent on Qualified Wages. 

• Salaries, wages, commissions, and bonuses, are Qualified Wages, to employees or furloughed employees. 

• Qualified Wages to employees is limited to no more than a pro-rated annual salary of $100,000 per 

employee. This means than no one employee can receive more than $15,385 ($100,000 x 8/52). It is okay to 

pay the employee more than this, the excess amount just will not qualify for forgiveness. 

• Qualified Wages to owner-employees of an S Corporation, guaranteed wages to the partner of a partnership, 

or owner’s draws of the self-employed will be limited to the lesser 8/52 of the 2019 compensation or 8/52 of 

$100,000 ($15,385). It is okay to pay yourself more than this, the excess amount just will not qualify. 

• For the self-employed borrower or partner in a partnership, paying yourself does not mean you must 

withhold employment taxes as you would for a W2 employee. This means a simple draw to yourself. 

• For the self-employed borrower or a partner in a partnership, no additional forgiveness is provided for 

retirement or health insurance contributions. Because of this rule, paying a bonus to the owner in excess of 

2019 wages will not help. 

• The forgiveness application states that “borrowers are generally eligible for the payroll costs paid and payroll 

costs incurred” during the appropriate period. Based on this language, it appears that SBA will be allowing 

both payroll paid and for payroll accrued, even if paid after the covered period, provided that proof of 

payment is submitted. 

• It appears that commodity wages do not qualify unless further guidance is given. This may result in an 

adjustment to the allowed loan amount for those who included it in the original application. 

Qualified Expenses 

• Qualified Expenses, of no more than 25% of the borrowed funds, include amounts paid for rent, utilities, and 

mortgage interest. You must have claimed these deductions on your 2019 return. 

• For mortgage interest, it includes mortgage indebtedness on real or personal property that was in effect as of 

February 15, 2020. 

• Rent means rent obligated under an agreement in force before February 15, 2020. There currently is no rule 

preventing a prepayment of rent. Watch for more guidance in this area. 

• Utilities means electricity, gas, water, transportation, telephone, or internet access for which service began 

before February 1, 2020. SBA guidance says this includes “gas you use driving your business vehicle” but this 

seems to contradict the requirement that service had to begin before February 15, 2020. 


