PPP Loan Forgiveness Update
Based on – Text of the House Amendment to the Senate Amendment to H.R. 133
(the “Bill)

December 23, 2020

• Founded in 1997 by Alan R. Sasserath, CPA, MS and
Gregory Zoraian, CPA
• Accounting, tax and business advisory services to
corporations, small businesses and individuals in Long
Island, across the country, and around the world.
• Tailored services to meet client specific needs.
• Specialty areas include:
•
•
•
•
•

Financial Services
International Tax
Technology Companies
Construction
Service Industries

About Us
Our Long Island CPA firm believes that
clients’ success determines our own. So we
ensure both by collaborating with our
clients to achieve their goals.
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Alan started his career in the audit department of Ernst &
Young prior to working in the tax departments of two large
regional firms. In 1996, Alan started his own practice and
subsequently joined with Gregory Zoraian in January 1997
to form Sasserath & Zoraian, LLP. He has 30 plus years of
public accounting firm experience with a broad
background in accounting, tax, audit and financial
planning. Alan's technical experience includes working
with high net worth individuals and closely held
businesses, dealing with matters related to both domestic
and international tax. His industry experience includes
technology companies, real estate management
companies, construction, printing as well as numerous
service industries.

AlanR.Sasserath,CPA,MS
Partner – Sasserath & Zoraian LLP
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Agenda
•Tax Treatment
•Second Draw PPP Loans
•All other PPP related issues
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Tax Treatment
“For purposes of the Internal Revenue Code of 1986—
(1) no amount shall be included in the gross income of the eligible
recipient by reason of forgiveness of indebtedness described in
subsection (b),
(2) no deduction shall be denied, no tax attribute shall be reduced,
and no basis increase shall be denied, by reason of the exclusion
from gross income provided by paragraph (1), …”
• Beware of basis issues
• State decouple possible
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Second Draw PPP Loan (“PPP2”)
Who is eligible?
“Any business concern, nonprofit organization (Including 501(c)(6)
organizations), housing cooperative, veterans organization, Tribal business
concern, eligible self-employed individual, sole proprietor, independent
contractor or small agricultural cooperative that” (generally) –
• employs 300 employees or less; and
• had gross receipts during any quarter in 2020 that demonstrate not less
then a 25% reduction in gross receipts of the entity during the same quarter
in 2019; and
• for those that have already received a PPP Loan, have used or have plans to
use the full amount of that loan.
TREY
research

6

Second Draw PPP Loan (“PPP2”)
Who is not eligible?
1.Any business concern or entity primarily engaged in political or
lobbying activities.
2.Any business concern generally excluded from SBA business loans.
3.Public entities. Private equity backed entities.
4.Businesses that were not in operation on February 15, 2020.
5.Entities owned 20% or more by or otherwise affiliated as defined
in the Bill with The People’s Republic of China.
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PPP2 – Loan Amount

• Generally, the loan amount will be 2.5 times the average total
monthly payroll costs incurred or paid by the borrower, at the
election of the borrower, during the 1-year period before the date
on which the loan is made or calendar year 2019. This amount is
limited to $2 million.
• In many cases, the PPP2 loan amount will be the same amount as
the first PPP loan.
• For entities with a National American Industry Classification
System (“NAICS”) code beginning with 72, substitute 3.5 for 2.5 in
the calculation above.
• Additional rules for seasonal, new and businesses with more than
one physical location.
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PPP2 – Certifications

• The main certification that caused great concern and confusion
(Some may say chaos) for borrowers, banks and advisors during the
first round of PPP Loans was the following certification: “Current
economic uncertainty makes this loan request necessary to support
the ongoing operations of the Applicant.” During that chaos, the
SBA announced that it generally will not question such certification
if the loan did not exceed $2 million.
• Since then, the SBA created forms 3509 and 3510 which are loan
necessity questionnaires for “For-Profit Borrowers” and “Non-Profit
Borrowers”, respectively.
• What form will the certifications for PPP2 take? We are waiting
with bated breath.
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Other PPP Loan Provisions in the Bill
Additional Eligible Expenses
• Covered Operations Expenditure: “A payment for any business software or cloud
computing service that facilitates business operations, product or service delivery, the
processing, payment or tracking of payroll expenses, human resources, sales and billing
functions, or accounting or tracking of supplies, inventory, records and expenses”
• Covered Property Damage Cost: “A cost related to property damage and vandalism or
looting due to public disturbances that occurred during 2020 that was not covered by
insurance”
• Covered Supplier Cost: “An expenditure made by an entity to a supplier of goods for the
supply of goods that (A) are essential to the operations of the entity at the time at which
the expenditure is made; and (B) is made pursuant to a contract, order or purchase order
(i) in effect at any time before the covered period with respect to the applicable covered
loan; or (ii) with respect to perishable goods, in effect before or at any time during the
covered period with respect to the applicable covered loan”
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Other PPP Loan Provisions in the Bill
Additional Eligible Expenses (continued)
• Covered Worker Protection Expenditure: “An operating or a capital
expenditure to facilitate the adaptation of the business activities of
an entity to comply with requirements established or guidance
issued by any one of a number of Federal and State government
agencies. Examples are included in the law.”
• Payroll Costs: Include group life, disability, vision and dental
insurance expenses paid or incurred.
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Ability for PPP Borrowers to Request an Increase in
the Loan Amount Due to Updated Regulations
“(1) In the case of an eligible recipient that returned all or part of an
included covered loan, the eligible recipient may reapply for a
covered loan for an amount equal to the difference between the
amount retained and the maximum amount applicable; and (2) In
the case of an eligible recipient that did not accept the full amount
of an included covered loan, the eligible recipient may request a
modification to increase the amount of the covered loan to the
maximum amount applicable, …”
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EIDL
• The EIDL Advance is not taxable.
• Under prior law, the EIDL Advance reduced the eligible amount of
the PPP Loan eligible for forgiveness. Under this law, such advance
does not reduce the amount of the PPP Loan eligible for forgiveness.
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Loan Forgiveness
• Borrowers may elect to use a covered period of anytime between
8 and 24 weeks from the date the loan is funded.
• Simplified application for PPP Loans under $150,000.
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Questions??
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Alan Sasserath
alan@sz-cpas.com
George Batas
georgeb@sz-cpas.com
Fred Rook
fredr@sz-cpas.com

ThankYou

Sasserath & Zoraian LLP
631-368-3110
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This PowerPoint presentation is provided by Sasserath & Zoraian, LLP and is intended solely for general
informational and educational purposes. It is not intended in any way as financial, securities, insurance, tax or
legal advice or services, or as a solicitation for any financial, securities, insurance, tax or legal product or
service. Please consult with your financial, securities, insurance, tax and/or legal advisors for advice regarding
your specific circumstances. The calculations herein are estimates based on our interpretation of the House
Amendment to the Senate Amendment to H.R. 133.
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