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Where are we now?
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PPP Loan Forgiveness Applications
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PPP Loan Forgiveness Applications

SBA Form Length When Used

3508S 2 pages <  $50,000 loan

3508EZ 3 pages

Either:
• Self-employed with no employees, or
• No FTE or pay rate reductions, or
• Reduced FTEs (but not pay rates) due to COVID-19

3508 5 pages All others
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And, for all PPP Loans of $2 Million or More:

SBA Form Category of Borrower

3509 For-profit loan necessity questionnaire

3510 Non-profit loan necessity questionnaire

By the numbers:
✔ 9 pages each 

✔ 21 “after-the-fact” questions – Business Activity, including Q2 revenue;  Liquidity Assessment, 

including employees receiving $250,000+ salary;  Some open explanation fields.

✔ 6 questions require supporting documents 

✔ 10 days to return form and support

✔ 30,000 of the 5.2 million PPP loans were > $2 million



10www.PBMares.com  

PBMares Forgiveness Deliverable
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How will the taxability of forgiveness 
affect you?
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Tax Timing

NOTE:  The financial accounting treatment of PPP funding does not have an impact on the determination of tax treatment.

• Tax free income but Notice 2020-32 invoked Section 265
o Deductions associated with the production of tax-free income are not deductible

• Timing 
o When do we have to take into account?  

- When expense is incurred?  
- When forgiveness app submitted?  
- When forgiven – by lender or by SBA?

• With Rev. Rul. 2020-27 that just came out on November 19th the IRS has made this 
a 2020 event if there is a reasonable expectation of forgiveness

• Loans over $2M now have to complete an additional Form 3509, better argument 
for not a reasonable expectation and therefore pushing to 2021 
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What further guidance will be issued?
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• Legal form of the PPP loan is debt

1. Both business entities and not-for-profit 
entities can record it as debt.

2. Other options for recording the PPP loan 
depend on the type of entity
▪ Business entities

▪ Not-for-profit entities

Debt or Revenue – Which is Correct for GAAP?
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• Guidance for recording the PPP loan:

1. A loan under FASB Accounting Standards Codification (ASC) 470, Debt

2. A government grant by analogy to International Accounting Standard 

(IAS) 20, Accounting for Government Grants and Disclosure of 

Government Assistance

3. A grant by analogy in accordance with FASB ASC 958-605, Not-for-Profit 

Entities – Revenue

Debt or Revenue – Which is Correct for GAAP?
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∙ When would a debt liability be 
derecognized under ASC 470?

1. The loan is partially or wholly forgiven and 
debtor is “legally released”

2. The debtor pays off the loan

∙ Accounting entries if recorded as debt:

1. Cash and Debt (and accrued interest)
2. Debt and Gain on Extinguishment

Debt or Revenue – Which is Correct for GAAP?
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∙ Business entity analogizes to IAS 20 to account for the PPP loan
1. Must be reasonable assurance that

▪ Conditions attached to the assistance will be met
▪ The assistance will be received
▪ Meet the conditions necessary for forgiveness

2. Earnings are recorded on a systematic basis as expense are incurred

∙ Accounting entries if recorded under IAS 20 analogy
1. Cash and Deferred Income Liability
2. Deferred Income Liability and Other Income (or Expense reduction)

∙ Business entity analogizes to NFP accounting for the funds
1. PPP loan is in substance a grant that will be forgiven
2. Follow guidance in FASB ASC 958-605 (see below)

Debt or Revenue – Which is Correct for GAAP?
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• Not-for-profit entity that chooses not to follow FASB ASC 470
1. Follow FASB ASC 958-605
2. Expects to meet the PPP’s eligibility criteria
3. Concludes that the PPP loan is a grant expected to be forgiven
4. Record as a conditional contribution
5. Recognized when the conditions are substantially met or explicitly waived

• Accounting entries if recorded under FASB ASC 958-605
1. Cash and Refundable Advance
2. Refundable Advance and Contribution Revenue (or Other Income)

Debt or Revenue – Which is Correct for GAAP?
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• Deferred taxes for C Corps – timing differences

• Accounting policy to be disclosed when PPP loans are material

• Impact to the F/S’s

• Subsequent events

• Debt covenant violations/ waivers needed

Other Financial Reporting Considerations

20



www.pbmares.com   |   21



22www.PBMares.com  

What if I don’t have as many full-time equivalent employees 
as I did before the pandemic? Can I not get full forgiveness? 

FAQs on FTEs

x x x
x x x

x
x
x x
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• FTE Reduction Exemptions
• Unable to rehire or hire someone similarly qualified by Dec 31
• Fired for cause
• Voluntarily resigned or asked for reduction

• FTE Exemptions
• Rehire to Feb 15 level no later than Dec 31
• Inability to return to same level of business activity due to COVID compliance

 

FAQs on FTEs



24

What do we do?

FAQs: Forgiveness in 
2020 or 2021

www.PBMares.com  
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FAQs: What if we don’t get forgiveness?



26

Tax Planning for 2020 and 2021

2020
2021

Option A
Option B Option A

Option B
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Legislative Update
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2020 Tax Legislation

$8.3B

PHASE 3
March 27

PHASE 2
March 18

PHASE 1
March 6

PHASE 3.5
April 24

??$105B

PPP 
Flexibility

Act
June 5

PHASE 4

$0 

www.PBMares.com  

$370B$2.2T
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PPP Guidance



30

Follow Our Blog at
www.pbmares.com/insights
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Questions
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Top Ten Strategies to Save You Money
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On December 15th, PBMares’ tax experts presented the ten most practical 
strategies for 2020 to save you money – if you implement by December 31.  Visit 
our website at www.pbmares.com to watch a recording of this webinar.

http://www.pbmares.com/
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Visit our COVID-19 
Resource Center

www.pbmares.com/
covid-19-resource-center
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