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First Bank of Highland Park

DISCLAIMER

» Information included and discussed is general in nature and should not be
considered regulatory, tax or legal advice. Content presented is for informational

purposes only.

» Guidance and policies continue to change. Future SBA guidance could have material
impact on the information presented.

» Consult with your own regulatory agency, tax and legal advisors before proceeding
with forgiveness.



AGENDA

YV VV V V V V V

PPP Background and Status
Process for Forgiveness
Applications summary
Simple Application

EZ Application

Full Application

Calculation Example

Tax implications

,//\/
First Bank of Highland Park

WIPFLI



First Bank of Highland Park

FORGIVENESS PROCESS

Borrower Has 10 Months to Submit Forgiveness Application After Covered Period

Gather Submit
Documents & e Lender Verifies Lender Has 60
Complete Srepalicainon & Info & May Days to Send
Have to SBA for

Documents to Questions Review
Your Lender

SBA Has 90
Days to Review
& Lender

Application
(WEVAE
Online)

Notifies You of
Results

» Follow Lender’s Instructions Carefully

» Be Patient and Responsive
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First Bank of Highland Park

GENERAL RULES OF FORGIVENESS

»  If EIDL grant was received, amount of grant will be deducted from amount
forgivable

»  The amount of the loan can be fully forgiven if the borrower uses all loan
proceeds for:

* At least 60% of payroll costs and 40% of other ELIGIBLE costs
* Maintains or restores employee headcount
* Maintains or restores individual employee compensation amounts

»  Borrowers need to prove up calculation with appropriate documentation, EXCEPT
for loans under $50,000

»  New IFR regarding sale or merger of business.

»  Any amounts not forgiven will be payable over a two or five year period (with
payments deferred until SBA remits any forgiven portion to lender) at an interest
rate of 1%.



FORGIVENESS DETAILS Firet Bank of Hightend Fark
PAYROLL COSTS

Incurred and/or paid during the covered period

»  Compensation (not exceeding $46,154 per employee) in the form of:
* gross salary, gross wages, gross commissions, and gross tips
* vacation, parental, family, medical, or sick leave
* allowance for separation or dismissal

» Employer contribution for employee group health care coverage

» Employer contribution for employee retirement plans

» Payment of state and local taxes



FORGIVENESS DETAILS First Bank of Highland Park
PAYROLL — OWNER EMPLOYEES

»  For a 24 week Covered Period, this amount is capped at $20,833 (the 2.5-month
equivalent of $100,000 per year) for each individual or the 2.5-month equivalent
of their application compensation in 2019, whichever is less.

» For a 8 week Covered Period, this amount is capped at 8/52 of 2019
compensation (up to $15,385)

»  Owner-employees are capped by the amount of their employee cash
compensation and employer retirement and health care contributions made on
their behalf

»  Schedule C filers are capped by owner compensation replacement

»  General partners are capped by their 2019 net earning from self-employment
multiplied by .9235
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FO RGlVENESS DETAILS First Bank of Highland Park
NON PAYROLL COSTS

»  Mortgage interest payments
»  Rent or lease payments (leases must be in force before February 15t)
>

Utility payments for the business: electricity, gas, water, telephone, or internet
access (services began before February 15t)

> Must be paid during covered period

> Can also be incurred during the covered period and paid on the
next regular billing

> Cannot advance payments for costs such as mortgage interest or

leases

* Owner-employee you must have claimed or be entitled to claim a
deduction for the expenses on your 2019 Schedule C in order to claim
them as eligible for PPP forgiveness




COMPARISION OF APPLICATIONS

3508-S 3508-EZ
Use for all PPP loans Use for all PPP loans
S50,000 and under over S50,000 that meet
one of the eligibility

. o criteria
This will include all

borrowers that are self-
employed individuals,
independent
contractors, or sole
proprietors.

First Bank of Highland Park

WIPFLI

3508

Use for PPP loans over
S50,000 that do not
qualify for the EZ form.




First Bank of Highland Park

3508-S APPLICATION WIPFLI

Pavcheck Protection Program OMB Control No. 3245-0407
PPP Loan Forgiveness Application Form 35035 Expiration date: 1312020

ABORROWER MAY USE THIS FORM ONLY IF THE BORROWER RECEIVED A PPP LOAN OF 350,000 OF LESS.
A Borrower that, together with its affiliates, received PPP loan: totaling 32 million or greater cannot uze this form.

» Identifying information for the business/loan — e B
» PPP Amount e J——

» Employee count at the time of loan application e —

The Aunthorized Representative of the Borrower certifies to all of the below by initialing next to each one.

.
a n d for Ive n eSS The dollar amount for which forgivens:s 1 requested does not exceed the principal zmount of the PPP loan and:
*  was wed to pay costs that are elizible for forgiveness (payroll costs to retam employees; business mortzage mtsrect

payments; business rent or lease payments; or business utility payments);

*  mchudes payroll costs equal to at least 60% of the forgiveness amount

* if 3 24-week Covered Penod applies, does not exceed 2.5 months” worth of 2019 compensation for any owner-
V a n C e l I l O u n enployes or self-employed indriduzl/general partner, capped at 320,833 per mdivadual; and
*  1f the Bowower has elected an §-week Covered Peniod, does not exceed 8 weeks’ worth of 2019 compensation for
any owner-employee or self-employed mdividuzl/zeneral parmer, capped at $15,383 per indradual .
Tundarstand that if the fiunds were knowingly ued for unauthorized purposes, the federal povemment may pursue recovery of

» Forgiveness Amount e

The Bmuwal h:L accurately venifiad the payments far the e'hEﬂJ e payroll and nonpayroll costs for which the Borrower =
and T

has calculated the forg amount reques

M . _ Thave submtied o the Lender the required documentation verifiing payrall costs, the exstence of oblizations and service (as
I n O O n ttestat I O n S applicable) prior to February 15 01, and elizble business mortzage mterest payments, busmess rext or lease payments, and
Tsiness utility pavments.

The information provided in this application and the information provided in all supporting documents and forms is true
and correct in all matenal respects. T understand that knowmgly nnkmg a false statement to obtam forgrveness of an SBA-
guzranteed loan is pumshable under the law, meluding 18 USC 1001 and 3571 by imprisonment of not more than five years
and/or a fine of up to $250,000; wnder 15 USC 645 by imprisonment of not more than two vears and/or 2 fine of not more than
$5,000; and_ if submitted to a Federally m=ured mstitution, under 18 USC 1014 by imprisonment of not more than thirty years
and/ar a fine of not more than 51,000,000,

The tax documents I have submutted to the Lender are consistent with thoze the Borrower has subnutted will submit to
the [RS and'or state tax or workforee agency. I also understand, acknowledge, and agree that the Lender can share the
tax 1 ion with SBA's auth Tves, including authorized representanvas of the SBA Office of
Inspactor General, for the purpose of ensunng comphianes with PPP requirements and all SBA reviews.

I understand, acknowledze, and agres that SBA may request additional information for the puposes of evaluatng the
Borrower's elipbility for the PPP loan and for loan forgivensess, and that the Borrower's failure to provide information
requested by SBA may result in a determination that the Borrower was ineligible for the PPP loan or a denial of the
Borrower's loan forgrveness application.
The Barrower's eligibility for loan forgiveness will be evaluated in accordance with the PPP regulations and gudance 1ssued by SBA
through the date of this application. SBA may dmect a lender to disapprove the Borrower's loan forgiveness applicanon if SBA
determines that the Bomrower was melizible for the PPP loan.

Siznature of Authorized Representative of Bomower Date

Print Name Title
SBA Form 35085 (10/20) 10




First Bank of Highland Park

3508EZ — ELIGIBILITY CRITERIA WIPFLI

Paycheck Protection Program OMB Control No. 345-0407
PPP Loan Forgiveness Application Form 3508EZ Expiration Date: 10/31/2020

Atte Sti n g to O n e Of t h e fo I I OWi n g 2 : PPP LoAN FORGIVENESS APPLICATION FoRM 3508EZ INSTRUCTIONS FOR BORROWERS

Checklist for Using SBA Form 3508EZ
1. Borrower did not reduce salary or wages by more Tt e e o ek TP 1 e 6 14 Fem S
than 25% AND did not reduce number of em ponees B e T e S

the Borrower Application Form (SBA Form 2483)

d u r i n g C O Ve re d p e r i O d O The Borrower did not reduce anmual salary or hourly wages of any employee by more than 25 percent during the Covered

Period or the Alternative Payroll Covered Period (as defined below) compared to the period between January 1, 2020 and
March 31. 2020 (for purposes of this statement, “employees” means only those employees that did not receive, during any
single period during 2019, wages or salary at an annualized rate of pay in an amount more than $100.000);

2. Borrower did not reduce salary or wages by more T e

and the end of the Covered Period. (Ignore reductions that arose from an inability to rehire individuals who were
emplovees on February 15, 2020 if the Borrower was unable to hire similarly qualified employees for unfilled positions

than 25% AND was unable to operate during covered oor o D 1 0 A g s oo s o e o el

the employee refused. See 85 FR 33004, 33007 (June 1. 2020) for more defails.

period at the same level due to COVID Government D st g o e st o

Period or the Alternative Payroll Covered Period (as defined below) compared to the period between January 1, 2020 and
March 31. 2020 (for purposes of this statement. “employees” means only those employees that did not receive, during any

m a n d a t e S single period during 2019, wages or salary at an annualized rate of pay in an amount more than $100.000);
AND

The Borrower was unable to operate during the (“overed-Petiad at the same level of business activity as before February
15, 2020. due to compliance with requirements established or guidance issued between March 1. 2020 and December 31.
2020 by the Secretary of Health and Human Services, the Director of the Centers for Disease Control and Prevention, or

* g u id a n Ce Sti I I n ee d e d O n h OW t h iS Wi I I b e m e a S u re d the Occupational Safety and Health Administration, related to the maintenance of standards of sanitation. social

distancing, or any other work or customer safety requirement related to COVID-19.

If you can check at least one of the three boxes above, complete this SBA Form 3508EZ in accordance with the instructions below,
and submit it to your Lender (or the Lender that is servicing your loan). Borrowers may also complete this application
electronically through their Lender. If you are unable to check one of the boxes above, you cannot use SBA Form 3508EZ and
instead you must apply for forgiveness of your PPP loan using SBA Form 3508.

Tnctrnetiane far PDP T aan Faraivansce Calenlatian Farm 1308F7

11
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SA F E H A R B O R S Firét Bank of Highland Park

UNDER 3805 - EZ

» FTE reductions between February 15, 2020 and April 26, 2020 a borrower can:
* Re-hire to February 15 levels
* Restore wages to February 15 levels

» The following occurrences will not effect the FTE requirement
* Individuals terminated for cause
* Rejected rehire offers
* Voluntary departures
* Voluntary reduction in hours

12



First Bank of Highland Park

3508EZ — APPLICATION

» ldentifying information for the business/loan
» PPP Amount — —

» Employee count at the time of loan application and o \
forgiveness T L

3 i Monthly
vered Period: o
Alternative Payroll Covered Period, if applicable: to
> E I D L Ad Va n C e A m O u n t 1f Borrower (together with affiliates, if applicable) received PPP loans in exces: of $2 million, check here: [
Am tion:

> P I I S I Lize . Payroll Coztz
ayro chedule S —
Line 3. Busmness Rent or Le:

» Covered Period . -

Batential Forgiveness Amannts
Line 5. Add the amounts on lines 1,2, 3, and 4

> Calculation of Forgiveness Amount R

givenes: Amount (enter the smallest of Lines 5, 6, and 7).

» Sign off on Attestations

Page 1

13



First Bank of Highland Park

PPP FORGIVENESS APPLICATION FORM 3508 WIPFLI

Paycheck Protection Program OME Control Number 32450407
Loan Forgiveness Application Revised June 16, 2020 Expiration Date: 10/31/2020

Schedule A — Step by step calculation for e
reduction of FTE and wages. R ——

*+  Received compensation from the Borrower at an anmalized rate of less than or equal to $100,000 for all pay periods in

2019 or were not emploved by the Borrower at int in 2019
Paycheck Protection Program (OMB Control Number 3245-0407 Employee Salary | Hourly Wage
Loan Forgiveness Application Revised June 16, 2020 Expiration Date: 1312020 Name i Cash € i Average FTE Reduction

PPP Schedule A

PP A Worksheet, Table 1 Totals
Line 1. Enter Cash Compensation (Box 1) from PPP Schedule A Worksheet, Table |

Line 2. Enter Average FTE (Box 2) from PPP Schedule A Worksheet, Table 1

Line 3. Enter Salary/Houwly Wage Reduction (Box 3) from PPP Schedule A Worksbeet, Table 1
1f the average anmual salary or howly wage for each employee listed on the PPP i
Schedule A Worksheet, Table | curing the Covered Period or the Alternative Payroll Total:: Box 1 Box 2 Box 3
Covered Period was at least 75% of such employee’s average anmual salary or bourly
wage between January 1, 2020 and March 31, 2020, check bere [ and enter 0 on line 3. Table 1: List employeas whor

p A Wosksheet Table 2 Totals *  Were employed by the Bowrower at any point during the Covered Period or the Alternative Payroll Covered Period whose
principal place of residence is in the United States; and
Line 4. Enter Cash Compensation (Box 4) from PPP Schedule A Worksbeet, Table2: B :

o Received compensation from the Borrower at m ammislized rate of more than $100,000 for amy pay peried in2019.
Line 5. Enter Average FTE (Bos 5) from PPP Schedule A Worksbeet, Table2 Employee )
Employee's Name Ideutifier | Cash Compensation| Average FTE
Noo-Cash C ol Costs Duing the Co -
Lina 6. Total snount paid o incurred by Borrower fix aployer for aployee
Line 7. Total znount paid or incurred by Borrower o exmployer coutributions o exployse )
Totals: Box 4 Box 5

Line 8. Total amount paid or incurred by Borrower for employer state and local taxes 2ssessed on employee
compensation:
Attach additional tables if additional rows are needed.

Compensation to Owners
P p— — o FTE Reduction Safe Harbor 2:
Tbummvnmhmcl\d(dePPdednhAWu‘kshﬂ lelllu’ Ifthereis
‘more than one individual included, attach a separate table that lists the names of and Step 1. Enter the borrower's total average FTE between Februzry 15, 2020 and Apnil 26, 2020. Follow the same method that
payments to each. w:susedmc)luﬂztz)\vengeFT:EmﬂnPPPScheduleAkasheetT)bla Sum across all emplovess and enter:
Total Pavroll Costs
Line 10. Payroll Costs (add lines 1,4, 6, 7, 8, and9): Step 2. Enter the borrower's total FIE m the Bomower s pay period meclusive of February 15, 2020. Follow the same method

that was used in step 1.

T v C
If you satisfy amy of the following three criteria, check the appropriate box, skip lines 11 and 12, and enter 1.0 on line 13; otherwise, Step 3. If the entry for step 2 is greater than step 1, proceed to step 4. Otherwise, FTE Reduction Safe Harbor 1 is not

complete lines 11, 12, and 13: applicable and the Boarower must complete kne 13 of PPP Schedule A by dividing line 12 by Line 11 of that schedule.
No reduction in employees or average paid hours: If you have not reduced the number of employees or the average paid howrs of Step 4. Enter the borrower’s total FTE as of the earlier of December 31, 2020, and the date this application is submitted:

your employees between January 1, 2020 and the end of the Covered Penod, check here |
Step 5. If the entry for step 4 is greater than or equal to step 2, enter 1.0 on line 13 of PP Schedule A; the FTE Reduction Safe
FTE Reduction Safe Harbor 1: 1f you were unsble o operate between February 15, 2020, and the end of the Covered Period at the Harbor 2 has been safisfied. Otherwise, FTE Reduction Safe Harbor 2 does not apply and the Borrower must complete

same level of business activy 2s before February 15, 2030 due with o padacn innad Otherwise, ]
between March 1, 2020 and December 31, 2020, by the Scretary of Health and Human Services, the Director of the Centers for Disease Iine 13 of PPP Schednle A by dividing line 12 by kne 11 of that schednle.

Control and Prevention, or the Occupational Safety and Health Admunistration related to the mamntenance of standards for samtation,
social distancing, or any other worker or customer safety requirement related to COVID-19, check here

FTE Reduction Safe Harbor 2: If you satisfy FTE Reduction Safe Harbor 2 (see PPP Schedule A Worksheet), check bere 1.

Line 11. Average FTE duing the Borrower's chosen reference period:

SBA Forma 3508 (06°20)
Line 12. Total Average FTE (add lines 2 and 5): Pagad

Line 13. FTE Reduction Quotient (divide Line 12 by line 11) or enter 1.0 if any of the above cnitena aremet:

SBA Form 3508 (0620
Page3

Schedule A Worksheet — details related to each employee
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DOCUMENTATION REQUIREMENTS FOR ALL First Bank of Highland Park
APPLICATIONS

» Payroll: Documentation verifying the eligible cash compensation and non-cash benefits:

>
>

>

YV VY

Bank account statement or third-party payroll provider reports documenting the amount of cash paid to each employees

Tax Forms: Payroll tax filings reported or that will be reported (Form 941) and state quarterly business and individual employee wage
reporting and unemployment insurance tax filings

Payment receipts, canceled checks, or account statements documenting the amount of any employer contribution to employee health
insurance and retirement plans that were included int the forgiveness amount.

Records reflecting average number of fulltime equivalent employees on payroll on February 15t and at the end of the covered period.
Sole Prop and Independent Contractors will need to resubmit their 2019 Schedule C

>  Non Payroll: Documentation verifying existence of the obligation/services prior to February 15, 2020 and eligible
payments from covered period:

»  Business mortgage interest payments: copy of lender amortization schedule, receipts, canceled checks

»  Business Rent or Lease: copy of lease agreements, receipts, canceled checks

»  Business Utility payments: copy of invoices, canceled checks, or bank account statements

15
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First Bank of Highland Park

BASIC CALCULATION

Assuming you spend at least 60% on allowable payroll...

Step 1 Payroll Costs Spent ¥ Non-Payroll Costs Spent
During 8 or 24 Weeks During 8 or 24 Weeks
] Salary Reduction Penalty For Reducing Salaries or
Hourly Rates of Staff Working
X FTE Reduction Penalty %
for Having Lower FTEs

ol Amount Forgiven up to Total Loan Amount

** Amount of a EIDL Grant will automatically reduce the amount of loan forgiveness



First Bank of Highland Park

BASIC CALCULATION

Received a $200,000 PPP loan.

Average FTEs during the reference period were 15

No FTEs cut or reduced salary during covered period

$188,000 in payroll related costs / $12,000 in non-payroll costs

Step 1 [add together payroll and non-payroll costs] $188,000 + $12,000 = $200,000
Step 2 [subtract wage reduction] $200,000 - $S0.00 = $200,000
Step 3 [multiply by FTE reduction quotient] $200,000 X 1.0 = $200,000

Loan is fully forgiven!!!

17



,//\/,,
First Bank of Highland Park

LESS THAN 60% ON PAYROLL

Received a $200,000 PPP loan.

Average FTEs during the reference period were 15

No FTEs cut or reduced salary during covered period

$110,000 in payroll related costs / $90,000 in non-payroll costs

Step 1 [add together payroll and non-payroll costs] $110,000 + $90,000 = $200,000

Step 2 [subtract wage reduction] $200,000-50.00= $200,000
Step 3 [multiply by FTE reduction quotient] $200,000 X 1.0 = $200,000
Step 4 [apply 60% requirement] $110,000/ .60 = $183,333.33

Loan is only forgiven up to $183,333.33
$16,666.66 will remain as a payable loan 18



First Bank of Highland Park

SALARY REDUCTION

Received a $200,000 PPP loan.
Average FTEs during the reference period were 15

Salaries for FTEs making under $100,000 was reduced by more than 25% equivalent to
S5,000 but FTE headcount remained

$188,000 in payroll related costs / $12,000 in non-payroll costs

Step 1 [add together payroll and non-payroll costs] $188,000 + $12,000 = $200,000
Step 2 [subtract wage reduction] S200,000- S5,000= $195,000
Step 3 [multiply by FTE reduction quotient] $200,000 X 1.0 = $200,000

Loan is forgivable up to $195,000

$5,000 will remain as a payable loan .



First Bank of Highland Park

FTE REDUCTIONS

Received a $200,000 PPP loan.

Average FTEs during the reference period were 15

FTEs reduced to 12 during covered period

$188,000 in payroll relate costs / $12,000 in non-payroll costs

Step 1 [add together payroll and non-payroll costs] $188,000 + $12,000 = $200,000
Step 2 [subtract wage reduction] $200,000-50.00= $200,000
Step 3 [multiply by FTE reduction quotient] $200,000 X .8 = $160,000

Loan is forgivable up to $160,000

S40,000 will remain as a payable loan

20



First Bank of Highland Park

FTE REDUCTIONS (cont.)

Received a $200,000 PPP loan.

Average FTEs during the reference period were 15

FTEs reduced to 12 during covered period

$300,000 in payroll related costs / $12,000 in non-payroll costs

Step 1 [add together payroll and non-payroll costs] $300,000 + $12,000 = $312,000
Step 2 [subtract wage reduction] $200,000-50.00= $200,000
Step 3 [multiply by FTE reduction quotient] $312,000 X .8 = $249,600

Loan is fully forgiven!!

21



First Bank of Highland Park

TAX PLANNING

» CARES Act Section 1106(i) provides an exclusion from gross income for amounts
otherwise taxable

» IRS issued Notice 2020-32 applying IRC 265 to disallow expenses to the extent they
were funded with PPP loan amounts that were forgiven

» Proposed legislation (SB 3612 and identical HR 6821) would overrule IRS Notice 2020-
32

* No action yet on this in the Senate or House, and the PPP Flexibility Act failed to
include it

22



First Bank of Highland Park

Tips for submitting application

» How to maximize loan forgiveness — work the calculations for both 8 and 24 week
period

» Reminder that the EIDL grant is automatically deducted from forgiveness total

» Utilize information coming from payroll source...but be careful!!!

» Put together a schedule that ties your paperwork together...spoon feed your Lender /
SBA

» Take your time, there is no rush.

23



First Bank of Highland Park

QUESTIONS

24



First Bank of Highland Park

THANK YOU

Courtney Olson R

AMERICA'S
SVP of Business Banking SBDC @f;’,'(‘g%ﬁumy
. ‘
colson@firstbankhp.com SR

847-897-7630

www.clcillinois.edu/sbdc-itc

Arlene Levin

Partner
levi . Lake S
alevin@wipfli.com County Partners
847_509_73 17 YOUR LAKE COUNTY PARTNER FOR BUSINESS
Bill Keller www.lakecountypartners.com

Senior Manager
wkeller@wipfli.com
847-941-0242
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