
YOU HAVE YOUR PPP 
LOAN…NOW WHAT? 

An In-Depth Review of Loan 
Forgiveness



OBJECTIVES FOR TODAY
• Broaden your understanding of the 

Paycheck Protection Program Loan
• Help you understand what drives 

forgiveness 
• Help you assess what’s best for your 

company
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AND
• Help you realize you haven’t gone

CRAZY!



DISCLAIMER….

EVERYTHING YOU ARE ABOUT TO 
HEAR IS SUBJECT TO CHANGE!!
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• History

• I Got My PPP Loan – Now 
What?
• Accounting for the PPP Loan
• Planning Tool
• Critical Concepts a Case Study

•What’s New

• Questions



A TIME-LINE OF EVENTS
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• COVID – 1 – March 6, 2020 – $8.3 Billion
Coronavirus Preparedness Response  Supplemental and 
Appropriations Act

• COVID – 2 – March 18, 2020
Families First Coronavirus Response Act

• COVID – 3 – March 28, 2020 – $2.2 Trillion
Coronavirus Aid, Relief, and Economic Security Act

• COVID – 3.5 – April 24, 2020 – $489 Billion



PPP LOAN PROGRAM

• SBA thrust into the center 
of the universe

• SBA network of banks used for distribution
• Extension of the SBA 7(a) loan program
• Was…the Small Business Interruption Loan
• Now…the Paycheck Protection Program
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PPP LOANS – CURRENT STATUS
• Many dealers have already 

received loans

• First round quickly 
approved and distributed

• Second round
underway
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PPP LOANS – IN THE HEADLINES

• “We were cruising 
along then all of a 
sudden…”
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PPP LOANS – QUESTIONS 31 & 37
THEN…
• Good Faith Certification (among other things)
• Uncertainty of current economic conditions
• Retaining workers and maintaining payroll, making 

mortgage payments, lease payments, and utility 
payments

NOW…
• All borrowers should review carefully the required 

certification that “[c]urrent economic uncertainty 
makes this loan request necessary to support the 
ongoing operations of the Applicant.” 
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PPP LOANS – QUESTIONS 31 & 37
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PPP LOANS – QUESTION 31 & 37

• What will the impact of these questions be on me 
and my loan?
• How can I mitigate the impact of these questions 

on me and my loan?
• Impact Statements

• Including financial analysis
• Using the money properly

• Payroll Protection Program
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OTHER RECENT DEVELOPMENTS
• IRS Notice 2020-32 – Forgivable expenses are not tax 

deductible…WHAT?
• IFR-7 - $20M limit for PPP loans to corporate groups
• IFR 5 and 6 – Confirmation of the 8-week covered 

period start date
• FAQ Updates – In addition to FAQs 31 and 37, there was 

an update indicating a change in ownership post 
2/15/20 would qualify for the buyer if an asset sale
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I GOT MY PPP LOAN, NOW WHAT?

Accounting for your PPP Loan:
• Do I need a separate bank account?
• What accounting entries should I make?
• What entries should I make during the 8-week 

period?
• How do I determine how much can be forgiven?
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MANAGING FORGIVENESS
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A CASE STUDY 
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SIGNIFICANT 
ASSUMPTIONS/UNRESOLVED ISSUES

Copyright 2020 Albin, Randall & Bennett 16



SIGNIFICANT 
ASSUMPTIONS/UNRESOLVED ISSUES
• Allowable Costs
• Do I have to spend 75% of total loan proceeds on payroll 

costs? What happens if I don’t? 
• Do the other SBA 7(a) allowable costs qualify? 
• Is floorplan interest allowed? Is it on a car-by-car basis as 

of February 15, 2020? 
• Does rent include both real and personal property? 
• The definition of utilities includes “transportation.” 

What is that? 
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SIGNIFICANT 
ASSUMPTIONS/UNRESOLVED ISSUES
• Forgivable Costs
• Does floorplan interest count as “mortgage interest?”
• If so, does it matter if the vehicle was acquired before 

February 15, 2020? 
• Does vacation/sick pay count towards $100,000 per 

employee limit? 
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SIGNIFICANT 
ASSUMPTIONS/UNRESOLVED ISSUES
• Reductions in Forgiveness

• In what order and to what amounts do you apply the 
forgiveness reduction rules? 

• What is the definition of a full-time equivalent (FTE)? 
• Does the “Most Recent Full Quarter” mean Q1 2020 for all 

employees? Or only those that were not furloughed in 
March? 

• For the wage reduction test, is the Q1 2020 wage intended to 
be prorated to the 8-week equivalent? 

• For the wage reduction test, how do you treat an employee 
that did not return for reasons other than Covid-19? 
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SIGNIFICANT 
ASSUMPTIONS/UNRESOLVED ISSUES
• End of Program
• What amount converts to a term loan?

• Loan proceeds less amount forgiven – or –
• Allowable costs less forgiven

• Is it really tax-free income or does the loan generate 
non-deductible expenses?
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ALLOWABLE VS FORGIVABLE
COSTS ALLOWABLE FORGIVABLE

Time Period June 30 8-Weeks

Payroll Costs (as defined) YES YES

Compensation in Excess of $100,000 YES NO

Group Healthcare Benefits During Periods of 
Paid Sick, Medical, or Family Leave YES NO

Payments of Interest on Any Mortgage Obligation* YES YES**

Interest on Any Other Debt Obligation** YES NO

Rent YES YES**

Utilities YES YES**

Other SBA 7(a) Allowable Costs MAYBE NO
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*    Floorplan Interest – Maybe. Waiting on Regulations. NADA thinks yes.

**  Incurred before February 15, 2020

file:///%5C%5CAd2por%5Cdata%5CCorona%5CNHADA%5C5.1.2020%2520Presentation%5CCase%2520Study%5CNHADA%2520Presentation%2520-%252005.01.2020%2520-%2520Payroll%2520Cost%2520Definition.pptx


FORGIVABLE COSTS
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REDUCTIONS IN FORGIVENESS

• Did not spend the loan proceeds on forgivable costs
• Did not meet the 75% tests
• Allowable
• Forgivable

• FTE Test
• Wage Test
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FTE TEST
• Compare FTEs 

for 2/15/19-
6/30/19 -OR-
1/1/20-2/29/20 
Whichever is 
LESS
• FTEs for 8-week 

Comparative 
Period
• If goes down, 

then loan 
forgiveness 
REDUCED
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WAGE TEST
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• Compare wages 
for each 
employee for 
the most 
current 
completed 
quarter

• With wages 
paid during the 
8-week 
comparative 
period

• If decrease, 
then loan 
forgiveness 
REDUCED



FORECASTED SUMMARY RESULTS 

ARB Loan 
Forgiveness 
Forecasted
Summary
Results
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MANAGING THE PPP LOAN
• Do I bring all of my employees back?
• When do I bring employees back?
• What should I monitor?
• Total allowable/forgivable spend
• FTE headcount weekly
• Compensation of pre-Covid employees compared to 8-

week measurement period
• Payroll / non-payroll cost ratio

• Payroll must be greater than or equal to 75% of the cost base
• Non-payroll must be less than or equal to 25% of the cost base
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MANAGING THE PPP LOAN

• Increasing the payroll cost base
• Pay premium for key employees
• Health insurance premium holiday during the 8-week 

measurement period
• Pro-rated retirement contributions
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ACTUAL EMPLOYEE DATA
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Actual Employee Data

Planning Opportunities

file:///%5C%5CAd2por%5Cdata%5CCorona%5CNHADA%5C5.1.2020%2520Presentation%5CCase%2520Study%5C7.%2520Case%2520Study%2520-%2520Actual%2520EE%2520Wages%2520Completed.xlsx
file:///%5C%5CAd2por%5Cdata%5CCorona%5CNHADA%5C5.1.2020%2520Presentation%5CCase%2520Study%5C7a.%2520Case%2520Study%2520-%2520Actual%2520EE%2520Wages%2520Completed.xlsx


COMPARISON
AFTER
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BEFORE



RE-HIRE PROVISIONS
• Most poorly written provision in the law – need 

regulations
• Headcount
• Reduction in average headcount for the period February 

15, 2020 through April 26, 2020 (30-days from 
enactment of the CARES Act)
• By June 30, 2020 you re-hire employees so your 

headcount is equal to what it was on February 15, 2020
• Compensation
• Reduction in compensation for a given employee for the 

period February 15, 2020 through April 26, 2020
• By June 30, 2020 you have eliminated the reduction in 

salary compared to February 15, 2020
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PPP LOANS
• Documents to accumulate when asking for forgiveness:

• Copies of payroll tax reports file with the IRS (including Forms 941, 940, state income and 
unemployment tax filing reports) for the 8-week period following the original of the loan. 

• Copies of payroll reports for each pay period for the 8-week period following the 
origination of the loan. Gross wages including PTO (which might include vacation, sick, and 
other PTO) should be reflected. 

• Documentation reflecting the health insurance premiums paid by the company under a 
group health plan including owners of the company for the 8-week period following the 
origination of the loan should be provided.  Copies of the monthly invoices should suffice. 

• Documentation of all retirement plan funding by the employer for the 8-weeks following 
the origination of loan should be sufficient.  Copies of workpapers, schedules and 
remittances to the retirement plan administrator should be available. 

• Copies of all lease agreements for real estate and tangible personal property should be 
presented along with proof of payment during the 8-week period following the loan 
origination date. 

• Copies of all statement of interest paid on debt obligations incurred prior to February 15, 
2020 indicating payment amounts and proof of payment for the 8-week period following 
the loan origination date.

• Copies of cancelled checks, statements or other evidence of utilities paid during the 
"covered period" for the 8-week period following the loan origination date.
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QUESTIONS?

Barton D. Haag, CPA
bhaag@arbcpa.com

207-518-6803

Matthew J. Pore, CPA
mpore@arbcpa.com

207-772-1981

Holly D. Ferguson, CPA
hferguson@arbcpa.com

207-772-1981

ARBCPA.COM

http://arbcpa.com
http://arbcpa.com
http://arbcpa.com
https://www.arbcpa.com/

