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How should I be planning for a longer economic downturn?

Meet Our Panelists
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Where are we now?
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Where are we now?
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Loan Forgiveness

Sean R. O’Connell, CPA/PFS, CGMA
Partner, Tax Line Leader
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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
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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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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



Changes of 
Ownership

● 20% or more of ownership is sold or transferred
● 50% or more of assets (fair market value) are sold or transferred
● PPP recipient is merged with or into another entity
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FAQs on Sale of Business
PPP Loan Balance Due On Sale?

No SBA Approval

Required If:

Ownership interest transfer:
● 50% or less of ownership interest, or
● Forgiveness application submitted and escrow account controlled by 

PPP Lender

Asset sale:
● Forgiveness application submitted and escrow account controlled by 

PPP Lender
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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?
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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
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Follow Our Blog at
www.pbmares.com/insights
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Polling Question #3
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Questions
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Top Ten Strategies to Save You Money
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Join us on Tuesday, December 15th from 1PM – 2PM. PBMares’ tax experts have 
selected the ten most practical strategies for 2020 to save you money – if you 
implement by December 31.  Visit www.pbmares.com to register.

http://www.pbmares.com/


QuickResponseTeam@PBMares.com
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Visit our COVID-19 
Resource Center

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