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Salary/Hourly Wage Reduction – Safe Harbor

• Step 1: whether pay was reduced more than 25% compared to
January 1, 2020 through March 31, 2020 average

• Step 2: whether Salary/Hourly Wage Reduction Safe Harbor is
met.
oWas average annual salary or hourly wage between February 15, 2020

and April 26, 2020 equal or greater to February 15, 2020 average?

o Is average annual salary or hourly wage restored to February 2020 levels
by the date of this Application (or December 31, 2020)?

o If not, move to reduction calculation
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Salary/Hourly Wage Reduction Calculation

1. Multiply January 1, 2020 through March 31, 2020 average salary/hourly wage by 0.75;

2. Subtract average annual salary or hourly wage during Covered Period from (1)

3. If hourly employee: Multiply average number of hours worked per week between January
1, 2020 and March 31, 2020 by (2), then multiply by 24 or 8. Enter amount for employee
on Schedule A Worksheet.

4. If salary employee: Multiply (2) by 24 or 8, then divide by 52. Enter amount for employee
on Schedule A Worksheet.

EXAMPLE: Employee earns salary of $80,000 annually x 0.75=
$60,000-$56,000=$4,000 x 8=$32,000/52= $615

Average FTE Calculation
• For each employee, enter the average number of hours paid per week,

divide by 40, and round the total to the nearest tenth. The maximum for each
employee is capped at 1.0

• Simplified method: assign a 1.0 for employees who work 40 hours or more
per week and 0.5 for employees who work fewer hours.

EXAMPLE: Employee was furloughed for 4 weeks during the
covered period and was restored to 40 hours for last 4
weeks. Therefore, the employee’s calculation is
0+0+0+0+1+1+1+1=4/8=.5

Do same calculations for Schedule A, Table 2 (employees paid
over $100,000)
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FTE Reduction Safe Harbors and Exceptions

• FTE Reduction Safe Harbor 1: Unable to operate between February 15, 2020 and the end
of the Covered Period at the same level of business activity as before February 15, 2020 due
to OSHA/CDC/HHS and/or state and local shutdown orders

• FTE Reduction Safe Harbor 2: If FTE as of the earlier of December 31, 2020 and the date
of the application is greater than or equal to FTE pay period inclusive of February 15, 2020

• FTE Reduction Exceptions:

o Any positions for which the borrower made a good-faith, written offer to rehire an
individual who was an employee on February 15, 2020 and the Borrower was unable to
hire similarly qualified employees for unfilled positions on or before December 31, 2020

o Any employees who during the Covered Period or the Alternative Payroll Covered Period
(a) were fired for cause, (b) voluntarily resigned, or (c) voluntarily requested and received
a reduction of their hours. In all of these cases, include these FTEs on this line only if the
position was not filled by a new employee.

Average FTE Reduction Calculation

• Reference Period 1: February 15, 2019 to June 30, 2019

• Reference Period 2: January 1, 2020 to February 29, 2020

• For Seasonal Workers: either of the preceding periods or any
consecutive 12-week period between May 1, 2019 and
September 15, 2019
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FTE Reduction
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Representations and Certifications
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Representations and Certifications (continued)

PPP Loan Forgiveness Application Form 3508EZ
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Representations and Certifications for Form EZ

Documentation Submitted With Forgiveness
Application

• Payroll: bank account statements; tax forms showing federal and
state taxes paid; payment receipts/cancelled checks/account
statements of contributions to employee benefits

• FTE: documents showing average FTE counts of all reference
periods and covered period

• Nonpayroll:
oMortgage interest: lender amortization schedule and receipts/cancelled

checks

oRent or lease: current lease agreement and receipts/cancelled checks

oUtilities: invoices from February 2020 and those paid during covered
period
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Documents Required to Maintain But Not Submit
With Forgiveness Application

• Supporting documentation of PPP Schedule A Worksheet, Table 1 and reduction calculations

• Supporting documentation of PPP Schedule A Worksheet, Table 2

• Employee job offers and refusals, refusals to accept restoration of reductions in hours, firings for cause, voluntary
resignations, written requests by any employee for reductions in work schedule, inability to hire similarly qualified
individuals

• Unable to operate at previous levels due to OSHA/CDC/HHS or state or local order, including copies of applicable
requirements for each borrower and relevant borrower financial records

• Supporting documentation of FTE Reduction Safe Harbor 2

• All records relating to loan, including documentation submitted with the PPP loan application, documentation
supporting the Borrower’s certifications as to the necessity of the loan request and its eligibility for a PPP loan,
documentation necessary to support the Borrower’s loan forgiveness application, and documentation demonstrating
the Borrower’s material compliance with PPP requirements

Required to maintain this documentation for 6 years after the date the
loan is forgiven or repaid in full
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