
QUESTIONS & ANSWERS
FOR PPP, EIDL UPDATES & STIMULUS PAYMENTS

1. If I deposit this into my account and electronically pay myself does that count for payroll, or 
do I need to show a check?

A: If you are self-employed with no employees the forgiveness is a formula. It is calculated using your 2019 
1040 schedule C net income, divided by 52 weeks and then multiplied by 8 weeks.
If you are paid as an employee and receive a W-2 annually, the electronic payment records will suffice (no 
cancelled check will be necessary).

2. If you do pay distributions to owners is that counted in the payroll amount? Or is it better to 
increase the salaries for the owners?

A: If you are self-employed, same answer as #1 above.  If an S Corporation, then distributions do not count.  
You must have payroll to the owners.

3. What about quarterly distributions for owners of company?  Do distributions count?

A: Same answer as #2.

4. You mentioned distributions being covered, would the amount forgiven be based on 
what you paid in 2019? Can you send me an e-mail Nancy so that I can show you my payroll 
summary and verify what is eligible for forgiveness?

A: There is a forgiveness calculator on Mcmill.info website and on Midwest website.  See also #2 above.

5. Are all tax liabilities not eligible for payroll reimbursement?

A: No, tax liabilities are not eligible because the payroll costs are the gross payroll before withholdings.

6. We included state tax in our payroll calculations. Is that still included in payroll costs?

A: The only state tax that should have been included in the payroll calculation is state unemployment.  State 
withholding should not have been included if you also included the gross payroll.



7. Agriculture Self-Employed but with 3 employees, so eight-week payroll for them plus the 
schedule f divided by 52 x 8 for owners?

A: This is correct if you are calculating the forgiveness portion of the loan.

8. If we are paying biweekly, then are we needing to track 8 Payrolls?

A: If you do bi-weekly, then you’d only have 4 payrolls in that 8-week period, so that is all you include.

9. So, a couple of people can remain on unemployment, as there are no hours for them this 
week, but we are bringing them back in the next two weeks, that is fine?

A: It is our understanding that you should put them back on the payroll once you receive the paycheck 
protection loan proceeds since this is when the 8 weeks starts.  We do not know how specific the SBA will be 
on their calculation of FTEs (full time equivalents).

10. If employee makes over $100k, can we reduce their pay to $100k or do we need to pay 
full amount and pay difference out of company funds.  How does that work with 25% max 
reduction, is that per person or overall payroll?

A: The maximum allowed for the loan calculation for highly paid employees was $100,000, so it doesn’t 
matter what the reduction is as long as you still maintain the $100,000.  They would still qualify as 1 FTE (full 
time equivalent), so that should not reduce the loan forgiveness.  

11. How about Worker Compensation Insurance?

A: Worker compensation should not have been included in the original loan calculation and would not be 
included in the forgiveness.  If it was included in the original loan calculation, then that portion would not be 
eligible for loan forgiveness.

12. First quarter Unemployment is due now, we are paying after funding, would this be 
allowable for forgiveness?

A: Yes as far as we know.  We are assuming that the calculation will be on a cash basis, which means it is 
figured in the loan forgiveness calculation when paid.  Only state unemployment counts for forgiveness.  

13. Is there still EIDL money outside of the grant that people can apply for other expenses than 
payroll?

A: For now the EIDL program is suspended.  You can go to SBA.gov for more information on the program and 
future funding.  With the current bill awaiting to be passed by Congress and signed by the President, $60 
billion would be allocated to this program, so stay connected with your banker for more details. 



14. If you have hired a new employee, hired before all of this but starting during this time, that 
doesn’t matter right? She was replacing someone who had quit. So, does it matter if it is the 
same exact employees?

A: It does not need to be the exact same employees.  The SBA is looking at FTEs (full-time equivalents).

15. Will expenses used in calculating forgiveness be deductible for tax or will you need to net 
the forgiveness?

A: Expenses will be deductible.  The loan forgiveness will be tax-free income.

16. How long do we have to ask for forgiveness? Is there a time frame to discuss this with the 
bank?

A: The forgiveness period runs for 8 weeks.  Once the 8 weeks are over, the banks will start to work with 
the customers to determine the correct calculation of the dollar amount of the forgiveness.  You should be 
running calculations every week so that you have a running total and know where you are at all times.  The 
loan is deferred for six months, so you would have up until then before the remaining loan portion would 
start being paid back to the bank.

17. Are all tax liabilities not eligible for payroll reimbursement?

A: See #5 above.

18. I normally pay Simple IRA employer contributions in one payment at the beginning of 
the year.  Do I need to pay the employer contributions during the 8-week period for it to be 
forgiven?

A: Yes, it must be paid in the 8-week period if you want it to be included.  We suggest you only include the 
employer SIMPLE allocated for the same 8 weeks of payroll.

19. Is there guidance for what exactly counts as utilities?  And is it just checks that were cut 
during the 8-week period?

A: The guidance from the SBA has been vague, so assume utilities would include all business related electric, 
heat, air, water, garbage and business phone (any service under a service agreement).  However, we are not 
sure phone service would be allowed in the forgiveness portion.

20. What about laundering services for utilities? It would be considered a contract service, 
correct? 

A: There was nothing in SBA about laundering service.  We agree this falls under a service contract, but not 
sure that it would be allowed for forgiveness.



21. What if we changed a utility provider?

A: Provider doesn’t matter.  It is the payment of the expense.

22. Utilities does this include phone/cell phone?

A: We think it would be allowed as an expense that could be paid, but not sure it would qualify for 
forgiveness.

23. What about cell phone stipend for managers of shop?

A: See #22 above.

24. Is garbage disposal considered a utility?

A: See #19 above.

25. Repeat website to ask about stimulus payment please?

A: https://www.irs.gov/coronavirus/economic-impact-payment-information-center

26. For the stimulus check...I’ve tried to enter direct deposit information for a client that did 
not get a refund or pay tax -- they had their refund applied to the next year.  How do you answer 
the questions online?  We’ve tried entering the applied amount and $0, but neither work.

A: If the total overpayment allowed, whether applied or refunded does not work, confirm all other 
information is correct.  If this doesn’t work, client may have to wait until 2020 tax filing.

27. Any idea when hard checks will be sent if they weren’t able to deposit into the account the 
IRS had on file?
 
A: No specific timeline from the IRS.  Checks are starting to be sent and will continue through end of 
September, based on lowest income first. 

28. Employer pays for our health insurance (BCBS) and Medicare BlueRX and reimburses 
insurance deducted from Social Security monthly premium for medical insurance. All of that is 
eligible for the PPP, correct?

A: Employer should be paying for group health insurance plan only. Any other reimbursements should 
be included in payroll.  The exception to this would be if employer only has one employee and a medical 
reimbursement plan in place for that one employee.



29. Can vision and dental be included in the health insurance definition?

A: As long as it is group plan offered to all, then yes, it can be included.

30. Health insurance counts but what if we are paying life insurance.  Does that count?

A: No, life insurance does not count.

31. Is health insurance part of the payroll portion (75%) or is it covered under the utility portion 
(25%)?

A: Health insurance is part of the “payroll costs” and included in the 75%

32. Is there clarification on rent?

A: Per the SBA, rent includes any rent payments on lease agreements in force before February 15, 2020 to 
the extent they are deductible business expenses.  We would assume this would be both real estate and 
equipment.  We will see if the SBA provides additional guidance.  

33. If a rental started January 2020 can that be included?

A: See #32 above.

34. Any specific information for non-profit church and schools?

A:  Yes, the SBA addresses issues for Faith Based Organizations in this FAQ.

35. (Forgiveness Excel spreadsheet) We included state tax in our payroll calculations. Is that 
still included in payroll costs?

A: If you included gross payroll and state tax in payroll then you overstated “payroll costs”.  You will need to 
talk to your bank to determine if these amounts should be paid back right away.  

36. If my office is out of my house and it shows that on my taxes what part of this money can I 
use for that?

A: There is nothing from SBA regarding office in home expense.  You will have to compute the business 
portion for utilities and rent (if you do not own your home) and include those costs.

37. What if your office is in your home?

A: See #36 above.

https://www.sba.gov/sites/default/files/2020-04/SBA%20Faith-Based%20FAQ%20Final.pdf


38. Why about business expenditures? I.e. e&o insurance

A:  E & O not allowed expense for loan or for loan forgiveness.

39. Equipment rental or strictly building and storage?

A: See #32 above.

40. If the loan docs were signed on the 13th and funded on the 14th, If a check that was wrote 
on the 13th qualify for use of the PPP funds?

A: No, expenditures are based on the date proceeds were received.  Assuming you pay on set time period 
you should have a payroll right at the end of the 8 weeks that would be included to still get your “8 week pay 
period” included.

41. How important is it to monitor the costs weekly?

A: It is very important!  The emphasis should be on payroll costs and maintaining the same FTEs (full-time 
equivalents) that you had in the prior year on average.  The focus should not be on the non-payroll costs as 
these only account for 25% of the forgiveness.  Payroll costs need to be 75% of the loan forgiveness amount.

Please visit sba.gov or irs.gov for more information on the programs discussed above.  This 
information is as of April 22, 2020 and cannot be relied on for your specific circumstance.  The 
policies and definitions are getting updated daily.  We will do our best to provide more webinars 
as we receive more information.

Sincerely, Midwest Bank and McMill CPAs & Advisors

The information provided does not, and is not intended to, constitute legal advice; instead, all information, content and marketing 
materials available are for general informational purposes only. (4/22/2020)


