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Upcoming Virtual Mediation?
The Team at Creative Capital Can Help.

CCI will send a customized presentation detailing

the multiplier effect on defense exposure at trial. If

plaintiff counsel elects to do so, this tool can be

sent to both the mediator and defense prior to

virtual mediation.

At mediation, CCI will make a presentation to all

attendants. CCI will review the hypothetical 50-B

analysis and supporting case law, further

emphasizing the defendant’s exposure

at trial.

CCI can provide a full structured settlement

presentation to the plaintiff via separate video

conference at plaintiff counsel’s request, where CCI

will educate the plaintiff on the powerful financial

protection provided by a Structured Settlement

should the plaintiff accept the settlement offer.

Supporting 
You & Your Clients : 
An Update from 
the Team at 
Creative Capital -
Structured Settlements.



• The content of this webinar is based on the information that is currently 
available as of April 16, 2020

• To ask any questions please use the questions pane in the GoToWebinar 
dashboard on your screen. We will try to answer as many questions as 
possible at the end.
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Timeline of the Paycheck Protection 
Program Information

The CARES Act 
(law) was passed 
March 27, 2020

The US Treasury website posted 
the SBA application and 

frequently asked questions on 
April 1, 2020

The SBA issued ‘Interim Final 
Rules’ related to section 1102 (P3 

Loans) and section 1106 (loan 
forgiveness) on April 2, 2020

• There are still numerous conflicts in the items above
• Interpretations and misinterpretations
• Rumors

April 6th – (updated 4/10) 
US Department Issues 

‘Frequently Asked 
Questions’ to clarify PPP

April 9th – Federal Reserve 
takes additional actions via 

Main Street Lending Program to 
compliment PPP

The SBA issued another ‘Interim 
Final Rule’ providing guidance for 

sole proprietors, independent 
contractors, and general active 

partners on April 14, 2020



Understanding and Interpreting the 
Paycheck Protection Program

• US Small Business Administration:
 https://www.sba.gov/funding-programs/loans/coronavirus-relief-

options/paycheck-protection-program-ppp

 https://www.sba.gov/document/policy-guidance--ppp-interim-final-rule-
additional-eligibility-criteria-requirements-certain-pledges-loans

• US Department of the Treasury:
 https://home.treasury.gov/policy-issues/cares/assistance-for-small-businesses

• Federal Reserve (Press Release on Main Street Lending Program):
 https://www.federalreserve.gov/newsevents/pressreleases/monetary20200409a.

htm

Helpful links:

https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-program-ppp
https://www.sba.gov/document/policy-guidance--ppp-interim-final-rule-additional-eligibility-criteria-requirements-certain-pledges-loans
https://home.treasury.gov/policy-issues/cares/assistance-for-small-businesses
https://www.federalreserve.gov/newsevents/pressreleases/monetary20200409a.htm


Understanding and Interpreting the
Paycheck Protection Program

• Until additional clarification is received, certain aspects of this law 
need to be interpreted in context of the underlying intent of this law

• Further regulations are forthcoming from the government

• The information presented in this webinar represents our current 
understanding and opinions as of this date

(“PPP”)



Overview of the Paycheck Protection Program

The basics:

• Federal program authorizing up to $349 billion of guaranteed loans

• Small and medium sized businesses can receive up to $10 million

• All loan proceeds could potentially be forgiven

• No personal guarantee or collateral required

• Waived ‘credit elsewhere’ requirement

• Loans are issued by banks that are either SBA approved or approved for this 
process

(“PPP”)



Eligibility:

• Small and medium-sized businesses with no more than 500 employees
 Affiliation rules apply for the 500 employee criteria
 Exceptions for certain industries (i.e. hospitality and restaurant)

• Must have been in business on February 15, 2020

• Must have been making payroll payments

• Includes sole-proprietors, independent contractors, and other self-
employed individuals

• Could also include certain nonprofit organizations, veterans’ 
organizations, and Tribal business concerns

Overview of the Paycheck Protection Program
(“PPP”)



Understanding Payroll Costs

The business owner 
needs to clearly 

understand what is and 
what is not included 
under ‘payroll costs’ 
within the new law.

These ‘payroll costs’ 
serve as the basis for 

calculating the 
maximum loan 

amounts. 



The term ‘payroll costs’ means the sum of payments of any 
compensation with respect to employees that is a

• Salary, wage, commission, or similar compensation (including 
amounts paid via PEO, employee leasing, and temporary staff)

• Payment of cash tip or equivalent

• Payment for vacation, parental, family, medical, or sick leave

• Allowance for dismissal or separation

• Payment required for the provisions of group health care benefits, 
including insurance premiums

• Payment of any retirement benefit

• Payment of State or local tax assessed on the compensation of 
employees; and

Understanding Payroll Costs



Understanding Payroll Costs

The term ‘payroll costs’ also includes

• The self-employment income of general active partners up to 
$100,000 annualized ($8,333 maximum for average monthly comp)

• The sum of payments of any compensation to or income of a sole 
proprietor or independent contractor that is a wage, commission, 
income, net earnings from self-employment, or similar 
compensation and that is in an amount that is not more than 
$100,000 in 1 year, as prorated for the covered period.



Additional clarity on what’s included as payroll costs for sole proprietors 
and independent contractors:

• Net business income from 2019 Schedule C, Line 31 capped at $100,000 
(use $0 if a loss); plus

• 2019 gross wages and tips paid to employees whose principal place of 
residence is in the US capped at $100,000 for each employee; plus

• 2019 employer health insurance contributions deductible on Schedule C, 
Line 14; plus

• 2019 employer retirement contributions deductible on Schedule C, Line 19; 
plus

• Any 2019 state and local taxes assessed on employee compensation such 
as state unemployment tax

Understanding Payroll Costs



Understanding Payroll Costs
‘Payroll costs’ shall not include:

• The compensation of an individual employee in excess of an annual salary of 

$100,000, as prorated for the covered period

• Taxes imposed or withheld under chapters 21, 22, or 24 of the Internal Revenue Code 

of 1986 during the covered period 

• Any compensation of an employee whose principal place of residence is outside of the 

United States

• Qualified sick leave wages for which a credit is allowed under section 7001 of the 

Families First Coronavirus Response Act (Public Law 116–127)

• Qualified family leave wages for which a credit is allowed under section 7003 of the 

Families First Coronavirus Response Act (Public Law 116–127)

It appears that the self-employed health insurance and retirement contributions of the 

sole proprietor or independent contractors are not included.



Calculating the Loan Amount

The maximum loan amount shall be the 
lesser of

2.5 x the average total monthly 
payments by the applicant for the 

payroll costs incurred during the 1-year 
period before the date on which the 

loan is made.

In the case of an applicant that is seasonal 
employer, as determined by the Administrator, the 
average total monthly payments for payroll shall be 

for the 12- week period beginning February 15, 
2019, or at the election of the eligible recipient, 

March 1, 2019, and ending June 30, 2019.

$10 million 



How can Loan Proceeds be Used?

• Payroll costs as previously defined (includes owner 
compensation replacement)

• Group health care benefits during periods of sick, medical, or 
family leave

• Mortgage interest payments

• Rent payments

• Utility payments

• Interest payments on any other debt obligations incurred 
before 2/15/20

• Refinancing of SBA EIDL



Loan Forgiveness

During the 8-week period beginning on the loan origination date, an 
eligible recipient shall be eligible for debt forgiveness where the loan 
proceeds were used to pay select expenses.

These expenses include:
• Payroll costs, as previously defined (must be at least 75%). This includes 

owners’ compensation replacement (limited to 8 weeks’ worth of 
salary/owners’ compensation, maximum of $15,385 per person)

• Any payment of interest on any covered mortgage obligation (excludes 
principal payments and prepayments). Mortgage must have been incurred 
prior to February 15, 2020

• Any payment on any covered rent obligation (lease must have been in force 
prior to February 15, 2020)

• Any covered utility payment (electricity, gas, water, transportation, 
telephone, or internet access for which service began before February 15, 
2020)



Loan Forgiveness
The amount of loan forgiveness shall be reduced, but not increased, by 
utilizing one of these two methods:

Note: there is an adjustment for seasonal employers

Amounts paid 
for select 
expenses

X

average FTE employees per month during the 8 week period 
beginning on loan origination date

average FTE employees per month during the period beginning on 
February 15, 2019 and ending on June 30, 2019

or

Amounts paid 
for select 
expenses

X

average FTE employees per month during the 8 week period 
beginning on loan origination date

average FTE employees per month during the period beginning on 
January 1, 2020 and ending on February 29, 2020



Loan Forgiveness
Reduction related to salaries and wages:

• The amount of loan forgiveness shall be 
reduced by the amount of any reduction in total 
salary or wages of any employee (note 1) 
during the covered period that is in excess of 
25 percent of the total salary or wages of the 
employee during the most recent full quarter 
during which the employee was employed 
before the covered period.

• Note 1 – in this context, the law defines an 
employee as any employee who did not 
receive, during any single pay period during 
2019, wages or salary at an annualized rate of 
pay in an amount more than $100,000.



Loan Forgiveness

• The reduction in loan forgiveness may be eliminated if

 The eligible employer has eliminated the reduction in the number of FTE 
employees by June 30, 2020.

 The eligible employer has eliminated the reduction in the salary or 
wages of such employees.

• The SBA and the Secretary of the Treasury may prescribe 
regulations granting de minimis exemptions from these requirements.

Exemption for Re-Hires:



In order to request forgiveness:

• You can submit a request to the lender.
• Include documents to verify

 Number of full-time equivalent employees and pay rates
 Payments on eligible mortgage, lease, and utility obligations.

• You must certify that the documents are true
• The lender must make a decision on the forgiveness within 60 days.

For Federal tax purposes, the amount of debt forgiveness shall be excluded from gross 
income.



Loan Forgiveness

APPLICATION—An eligible recipient seeking loan forgiveness under this section shall 
submit to the lender that is servicing the covered loan an application, which shall include:

(1) documentation verifying the number of full-time equivalent employees on payroll and pay rates for the periods 
described in subsection (d), including—

(A) Payroll tax filings reported to the Internal Revenue Service; and

(B) State income, payroll, and unemployment insurance filings

(2) documentation, including cancelled checks, payment receipts, transcripts of accounts, or other documents 
verifying payments on covered mortgage obligations, payments on covered lease obligations, and covered utility 
payments;

(3) a certification from a representative of the eligible recipient authorized to make such certifications that—

(A) The documentation presented is true and correct; and

(B) The amount for which forgiveness is requested was used to retain employees, make interest payments on 
a covered mortgage obligation, make payments on a covered rent obligation, or make covered utility 
payments; and

(4) any other documentation the Administrator determines necessary.

Required Documentation



Loan Forgiveness

If the loan, or a portion of the loan, is not forgiven:

The interest rate shall be 
1% fixed rate

Loan is due in 2 years

Payments deferred for 6 
months (interest still 

accrues)

No prepayment 
penalties or fees



When does the Eight-Week Period Begin?

Question: 

The amount of forgiveness of a PPP loan depends on the borrower’s 
payroll costs over an eight-week period; when does that eight-week 
period begin? 

Answer: 

The eight-week period begins on the date the lender makes the first 
disbursement of the PPP loan to the borrower. The lender must make 
the first disbursement of the loan no later than ten calendar days from 
the date of loan approval. 

Per the Treasury FAQ:



• Any relief if employees refuse to come off unemployment?

• Treatment of payroll costs for employees earning over $100k during covered period?  
 Salary payments appear to be capped at $15,385 per person.

• Loan forgiveness for sole proprietors/independent contractors?  
 Owner compensation replacement can be forgiven.  Will this be treated as income to 

the owner?

• Can employees be given advances to meet the 75% requirement/forgiveness?

• Will the expenses paid with the PPP proceeds be deductible?

Additional guidance to be issued 30 days from date of enactment (March 27, 2020)

Loan Forgiveness
Unanswered Questions:



Loan Application Process

Per the US Treasury Website:

• April 3, 2020 - small businesses and sole proprietorships can apply and and 
receive loans through existing SBA lenders.

• April 10, 2020 - independent contractors and self-employed individuals can 
apply and receive loans through existing SBA lenders. 

• Other regulated lenders will be available to make these loans as soon as 
they are approved and enrolled in the program.



Loan Application Process



Loan Application Process



Loan Application Process

Steps:

1) Businesses submit application and supporting documentation to bank

2) Bank reviews and approves application and supporting documentation

3) Bank uploads application to SBA via E-Tran

4) SBA approves and assigns a number and communicates this to the bank. 
At this point the business has a locked in PPP loan

5) Loan documents executed and funding, depending on bank, could be 3-10 
days

From the lender perspective



Main Street Lending Program

Q: Who is eligible for the program?

A: The program is designed for businesses with as many as 10,000 
employees or as much as $2.5 billion in 2019 revenues.

Q: How is this different from the Paycheck Protection Program?

A: Unlike the P3 Loans, Main Street Loans are NOT forgivable.

Q: Will businesses apply directly to the government for loans?

A: The program isn’t operating yet, but when it is, businesses will apply 
with banks to obtain loans.

Q: Can small businesses have both a P3 Loan and a Main Street Loan?

A: Yes



Main Street Lending Program

• The minimum loan size is $1 million

• A maturity of no more than four years

• Principal and interest payments can be deferred for a year.

• Interest Rate will be adjustable using the Secured Overnight 
Financing Rate plus 2.5 to 4 percentage points.

• There is also an upfront origination fee of 1 percentage point.

• Loans can be paid off early without a penalty.

• The proceeds can’t be used to repay or refinance pre-existing loans 
or lines of credit. 

Other Details:



Main Street Lending Program

• Main Street New Loan Facility - Maximum loan is the lesser of $25 million 
or an amount that, when added to the borrower’s existing outstanding 
and available debt, doesn’t exceed four times the borrower’s 2019 
EBITDA

• Recipients cannot pay dividends or buy back stock while the loan is 
outstanding and for 12 months after it has been paid off.

• Pay increases are prohibited for highly paid executives whose 
compensation exceeded $425,000 in 2019.

Other Details continued:



Main Street Lending Program

Required Attestations of the Eligible Borrower:

• Refrain from using the proceeds to repay other loan balances.

• Refrain from repaying other debt of equal or lower priority, until this loan is 
paid in full

• Will not seek to cancel or reduce any of its outstanding lines of credit with any 
lenders

• Requires financing due to the exigent circumstances presented by the 
COVID-19 pandemic

• Will make reasonable efforts to maintain its payroll and retain its employees 
during the term of the Eligible Loan.

• Attest that it meets certain EBITDA leverage conditions

• Follows compensation, stock repurchase, and capital distribution restrictions 
that apply to direct loan



Bill McDevitt
WilkinGuttenplan

wmcdevitt@wgcpas.com 
732.846.3000 Ext 152
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