


This slide deck contains information on the COVID-19 related Loan 

Options & Forgiveness Strategies and is the most up-to-date as of 

February 4, 2021. 

Changes are constant and additional guidance is on-going. We will 

keep you posted on changes through our weekly webinar updates and 

COVID-19 resource center. You can also reach out to your Sax 

advisor for the most recent information.

Please visit our Resource Center at www.saxllp.com for on-going 

updates, or email covid19@saxllp.com with questions.

http://www.saxllp.com/
mailto:covid19@saxllp.com
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Our firm provides the information in this webinar presentation for general 

guidance only, and does not constitute the provision of legal advice, tax advice, 

accounting services, investment advice, or professional consulting of any kind. 

The information provided herein should not be used as a substitute for 

consultation with professional tax, accounting, legal, or other competent advisers.

Before making any decision or taking any action, you should consult a 

professional adviser who has been provided with all pertinent facts relevant to 

your particular situation.
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Today’s Agenda

• Introduction

• Shuttered Venue Operators Grant

• PPP Financial Statement Considerations

• SBA Action

• Frequently Asked Questions

• Revised PPP Loan Forgiveness Forms

• PPP Procedural Guidance

• PPP Loan Applications & Statistics

• We Answer Your Questions
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Shuttered Venue Operators Grant



Shuttered Venue Operators Grant
General Information & Eligibility

• Established by Economic Aid to Hard-Hit Small Businesses, Nonprofits and Venues 

Act 

– (Part of Consolidated Appropriations Act, 2021)

• $15 billion grant program administered by the SBA

– SBA is not yet accepting applications, but the portal should open shortly

• Eligible Entities

– Live Venue Operators or Promoters

– Theatrical Producers

– Live Performing Arts Organization Operators

– Museum Operators, Zoos and Aquariums Meeting Specific Criteria

– Motion Picture Theater Operators

– Talent Representatives

– Each Business Owned by an Eligible Entity that also meets the eligibility requirements



Shuttered Venue Operators Grant
General Information & Eligibility (cont’d)

• Grant Amount

– In Operation on January 1, 2019: Lesser of (1) 45% of 2019 gross earned revenue or (2) $10 million

– Began Operation after January 1, 2019: Lesser of (1) 6x average monthly gross revenue for each 

month in operation during 2019  or (2) $10 million

• Entities that suffered greatest economic loss due to COVID-19 will receive priority:

– 1st Priority: 90% or greater revenue loss between April 2020 – December 2020

• First 14 days of grant awards

– 2nd Priority: 70% or greater revenue loss between April 2020 – December 2020

• Next 14 days of grant awards

– 3rd Priority: 25% or greater revenue loss between one 2019 quarter vs. corresponding 2020 quarter

• 28 days after 1st & 2nd Priority grant awards

– Supplemental Funding: 1st and 2nd Priority recipients with a 70% or greater revenue loss for the 

most recent calendar quarter (as of April 1, 2021 or later)



Shuttered Venue Operators Grant
Use of Funds

• Funds may be used for:

– Payroll costs

– Rent payments

– Utility payments

– Scheduled mortgage payments (not including prepayment of principal)

– Scheduled debt payments (not including prepayment of principal) on any indebtedness incurred in 

the ordinary course of business prior to February 15, 2020)

– Worker protection expenditures

– Payments to independent contractors (not to exceed $100K in annual compensation per contractor)

– Other ordinary and necessary business expenses, including maintenance costs

– Administrative costs (incl. fees and licensing)

– State and local taxes and fees

– Operating leases in effect as of February 15, 2020

– Insurance payments

– Advertising, production transportation, and capital expenditures related to producing a theatrical or 

live performing arts production (May not be primary use of funds)



Shuttered Venue Operators Grant
Use of Funds (cont’d)

• Funds may not be used to:

– Buy real estate

– Make payments on loans originated after February 15, 2020

– Make investments or loans

– Make contributions or other payments to, or on behalf of, political parties, political committees, or 

candidates for election

– Any other use prohibited by the Administrator

• Recordkeeping

– Employment Records: 4 years following receipt of grant

– Other Records: 3 years from date of grant



Shuttered Venue Operators Grant
Additional Considerations

• PPP / Shuttered Venue Operators Grant Interaction

– Entities that applied for a First Draw or Second Draw PPP Loan on or after December 27, 2020 are 

ineligible

• SBA released FAQs on January 27, 2021 (will be updated as new information is 

available)
– https://www.sba.gov/document/support-shuttered-venue-operators-grants-faq

https://www.sba.gov/document/support-shuttered-venue-operators-grants-faq
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PPP Loan Forgiveness
PPP Loan Financial Statement Considerations - General

• Given the unique nature of the PPP, questions have been raised relating to how a 

borrower under the program should account for the arrangement

• Although the legal form of the PPP loan is debt, some believe that the loan is, in 

substance, a government grant

• Two acceptable options

• There must be clear and descriptive disclosures in the financials, including the 

policy selected and the related impact



PPP Loan Forgiveness
PPP Loan Financial Statement Considerations - ASC 470

• Accounted for as debt under Accounting Standards Codification (“ASC”) 470

– Accrue interest

– Remain recorded as liability until either:

• The loan is, in part or wholly, forgiven and the debtor has been “legally released” or;

• The debtor pays off the loan to the creditor

– Once the loan is, in part or wholly, forgiven and legal release is received, a 

nongovernmental entity would reduce the liability and record a gain on extinguishment



PPP Loan Forgiveness
PPP Loan Financial Statement Considerations – ASC 958/IAS 20

• Accounted for as a conditional government grant under ASC 958/International 

Accounting Standards (“IAS”) 20 guidance

– If an entity expects with some certainty to meet the criteria for loan forgiveness, the loan may 

be accounted for as a government grant with a condition

– A business entity would record the cash inflow from the PPP loan as a deferred income 

liability.  Subsequently, a business entity would reduce the liability as it recognizes the 

related cost to which the loan relates, for example, compensation expense



SBA Action



PPP Loan Forgiveness
SBA Action – FAQs

• The SBA has released the following FAQs:

– How to Calculate Maximum Loan Amounts for First Draw PPP Loans and What 

Documentation to Provide – By Business Type

• While these FAQs do not carry the force and effect of law independent of the statutes and regulations on 

which they are based, they do provide a resource for borrowers to reference

• Examples for self-employed borrowers (including farmers and ranchers), partnerships, S-Corporations, C-

Corporations and nonprofit organizations (including religious organizations)

– $100,000 cap on cash remuneration

– Healthcare & similar benefits (i.e., life, disability, vision and dental insurance)

– Retirement benefits

– State and local taxes assessed

– EIDL loans

• Documentation requirements to support loan calculations

• Options for corporations, nonprofit organizations, self-employed borrowers and partnerships that were in 

operation on February 15, 2020, but not in operation between February 15, 2019 – June 30, 2019

• Confirmation that federal taxes are excluded from Payroll Costs

• $10 million maximum loan amount

• $20 million aggregated loan amount limitation for corporate group borrowers

– Corporate Group = Majority owned, directly or indirectly, by a common parent



PPP Loan Forgiveness
SBA Action – FAQs (cont’d)

• The SBA has released the following FAQs:

– Second Draw Paycheck Protection Program (PPP) Loans: How to Calculate Revenue 

Reduction and Maximum Loan Amounts Including What Documentation to Provide

• While these FAQs do not carry the force and effect of law independent of the statutes and regulations on 

which they are based, they do provide a resource for borrowers to reference

• Definition of gross receipts for for-profit and nonprofit borrowers

– Confirmation that that First Draw PPP loans and EIDL advances are excluded from gross receipts

– Reference periods for comparative purposes (dependent upon how long the applicant has been in 

business)

– Documentation requirements for 25% reduction substantiation

» If unaudited financial statements are provided, applicants must sign the 1st page and initial other 

pages

» Bank statements and annual tax filings are allowed as well

» Borrowers with loans of $150,000 or less can opt to provide documentation when seeking loan 

forgiveness

• Similar to the previously-referenced FAQ, maximum loan amount calculations by borrower type are 

included 

• $2 million maximum loan amount

• Corporate group loans may not exceed $4 million



PPP Loan Forgiveness
SBA Action – Revised Loan Forgiveness Application Forms

• The SBA has released the following revised loan forgiveness application forms:

– Form 3508S

• One-page simplified loan forgiveness application form for loans of $150,000 or less

• Requires borrowers to include amount of loan spent on Payroll Costs

• Borrowers with loans of $50,000 or less are not subject to FTE reductions and/or salary reductions

– If affiliated amount is $2 million or more, FTE and/or salary reductions apply

– Form 3508EZ

• Simplified loan forgiveness form for borrowers with loans in excess of $150,000 that do not have FTE 

and/or salary reductions or who meet the FTE exceptions and/or safe harbors

– Form 3508

• All other borrowers

– Form 3508D

• Disclosure form when a Covered Individual holds a direct or indirect Controlling interest at the time of loan 

application

– Covered Individual: Certain Government Officials; Controlling Interest: 20% of vote or value

• Expanded definitions for non-payroll costs apply to First Draw & Second Draw

– Covered operations expenditures, covered property damage costs, covered supplier costs and 

covered worker protection expenditures



PPP Loan Forgiveness
SBA Action – Procedural Guidance

• The SBA has released the following Procedural Guidance:

– Repeal of EIDL Advance

• Pursuant to the Consolidated Appropriations Act, 2021, the SBA will no longer deduct EIDL advances from 

forgiveness payments remitted to lenders

• Borrowers who previously had received loan forgiveness less the EIDL advance will be made whole

– No additional borrower action required

– First Draw PPP Loan Increases

• The following borrowers are provided with the steps required to augment previously received 

First Draw PPP loans (provided forgiveness has yet to be received):

– Partnerships that excluded partner compensation

– Seasonal employers that can take advantage of any 12-week period between February 15, 2019 –

February 15, 2020

– Farmers and Ranchers

– Eligible borrowers that fully repaid their First Draw PPP loan

– Borrowers that returned a part of their First Draw PPP loan and

– Borrowers that rejected the full amount of their First Draw PPP loans



PPP Loan Forgiveness
SBA Action – Procedural Guidance (cont’d)

• The SBA has released the following Procedural Guidance:

– PPP Excess Loan Amount Errors

• Requisite steps when, despite good-faith efforts, borrowers received loans in excess of the amounts 

stipulated under the applicable rules and regulations

– PPP Borrower Resubmissions of Form 3508S Loan Forgiveness Applications, Lender Notice 

Responsibilities to PPP Borrowers, and Offset of Remittances to Lenders for Lender Debts

• Confirmation that eligible borrowers may resubmit for loan forgiveness using Form 3508S, provided the 

SBA has not rendered its final loan forgiveness decision or has not remitted the PPP loan forgiveness 

payment

• Lender notification responsibilities to borrowers when loan forgiveness in full is denied

• SBA loan review decision steps, including borrower appeal rights

• Remittance of portions of the loan forgiveness amount by the SBA to the Lender and

• SBA/Lender offsets for delinquent debts



PPP Loan Forgiveness
SBA Action – Procedural Guidance (cont’d)

• The SBA has released the following Procedural Guidance:

– Updated Information on IRS Reporting Relating to the Payments Made on Behalf of 

Borrowers under Section 1112 of the CARES Act Based on Section 278 of the COVID-related 

Tax Relief Act of 2020

• Section 278 of the COVID-related Tax Relief Act of 2020 (part of CAA, 2021) excluded the payments the 

SBA made on behalf of borrowers on certain 7(a) loans, 504 loans and Microloans from gross income

• Impacted borrowers can also deducted related expenses 

– Possible that states treat these items differently

• Procedural notice confirms that 

– Form 1099-MISC filings are not required for the gross income component; and

– Interest payments should be included on Form 1098
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PPP Loan Forgiveness
Loan Applications

• Patience, Patience, Patience

– SBA is taking steps to smooth the First Draw loan forgiveness process, as well as the Second 

Draw loan application approval process

– Loan approval process will likely take additional time as compared to 2020 process

– SBA verification process causing delays

– Unclear rationale behind non-approvals

• SBA hosted a national call with lenders to assist with resolution of First Draw PPP 

loan review and holds on Second Draw PPP loan approval

– Some lenders have suspended First Draw forgiveness to prepare for Second Draw loan approvals

• American Bankers Association issued a letter to Treasury & the SBA to address 

issues that have arisen, including:
– Inability for lenders to submit Second Draw loan applications for borrowers that have First Draw loan 

forgiveness applications pending with the SBA

– Error messages received by the lenders when submitting loan applications

• Incorrect amounts, incorrect caps, etc.

– Documentation requirements for 25% revenue reductions



PPP Loan Forgiveness
Statistics (January 24, 2021)

• Overall 2021 Average loan size: $87,000

• Approximately $35 billion for 2021 PPP in loans made by ~4,500 lenders

• Source: SBA
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PPP Loan Forgiveness
We Answer Your Questions

1) When do S-Corporation and Partnerships include the tax-exempt income in basis?

2) First Draw PPP & EIDL Advances are excluded from the definition of gross receipts for 

Second Draw PPP purposes.  How about other CARES Act and similar grants? 

3) Do I have to receive First Draw loan forgiveness before applying for and/or receiving a 

Second Draw loan? 

4) Do I have to spend all First Draw funds during the covered period in order to be eligible for a 

Second Draw loan?  

5) How do I measure economic uncertainty? 

6) Please explain the interaction between the PPP, Employee Retention Credits and the 

Families First Coronavirus Relief Act. 

7) How do the affiliation rules impact the 25% revenue reduction requirement for Second  Draw 

PPP loans? 

8) What method of accounting should I use to compute the 25% revenue reduction? 

9) Will the SBA use hindsight as part of the loan forgiveness review process? 

10) How will I know if my loan has been forgiven?  Will the bank send me documentation? 



PPP Loan Forgiveness
We Answer Your Questions (cont’d)

11) Could maternity leave and other types of leave create a 25% salary reduction?

12) What figure do I include for Payroll Costs on line 1 of the loan forgiveness application form? 

13) Will the state taxing authorities treat PPP loan forgiveness and the corresponding deductions 

similar to the IRS? 

14) How will PPP loan forgiveness and the related expenses be reported on the financial 

statements?  

15) Does the timing as to when the borrower has applied for forgiveness and/or the $2 million 

threshold impact the financial statement treatment? 

16) Will Second Draw PPP loan applications impact the 2020 financial statements?

17) Will there be separate financial reporting for expenses that are extraordinary vs. those that 

will be recurring? 

18) Will the process for forgiveness differ between First Draw and Second Draw loans? 

19) Is it possible to receive forgiveness for one, but not both rounds? 

20) When should a company that received Second Draw funding apply for First Draw 

forgiveness? 



PPP Loan Forgiveness
We Answer Your Questions (cont’d)

21) If I used Lender A for First Draw Funding and Lender B for Second Draw funding, will this 

impact forgiveness? 

22) When should I apply for a Second Draw loan?  Should I wait until we might have more 

business and thus increase my odds of spending the funds on forgivable costs? 

23) Can I use the new non-payroll costs for First Draw and Second Draw loans? 

24) What does an SBA audit entail?  Will the audit threshold increase if there is a Second Draw 

Loan? 

25) At first pass, I did not receive the full $10,000 EIDL grant, am I entitled to receive the 

remaining balance?

26) Can you go over the FTE reductions/Salary reductions and safe harbors again? 



PPP Loan Forgiveness
FTE Rehire Exceptions / Safe Harbors

• FTE Reduction Exceptions

– (1) Any positions for which the Borrower made a good-faith, written offer to rehire an individual who 

was an employee on February 15, 2020 and the Borrower was unable to hire similarly qualified 

employees for unfilled positions on or before:

• December 31, 2020, for a PPP loan made before December 27, 2020 or 

• The last day of the Covered Period, for a PPP loan made after December 27, 2020 

– (2) Any positions for which the Borrower made a good-faith, written offer to restore any reduction in 

hours, at the same salary or wages, during the Covered Period and the employee rejected the 

offer; and

– (3) Any employees who during the Covered Period

• Were fired for cause,

• Voluntarily resigned, or 

• Voluntarily requested and received a reduction of their hours



PPP Loan Forgiveness
FTE Rehire Exceptions / Safe Harbors (cont’d)

• Safe Harbor #1

– Borrower, in good faith, is able to document that it was unable to operate between February 15, 

2020, and the end of the Covered Period at the same level of business activity as before February 

15, 2020, due to compliance with requirements established or guidance issued between March 1, 

2020 and December 31, 2020 (or, for a PPP loan made after December 27, 2020, requirements 

established or guidance issued between March 1, 2020 and the last day of the Covered Period), 

by the Secretary of Health and Human Services, the Director of the Centers for Disease Control 

and Prevention, or the Occupational Safety and Health Administration, related to the maintenance 

of standards for sanitation, social distancing, or any other worker or customer safety requirement 

related to COVID-19.

• Safe Harbor #2

– The Borrower reduced its FTE employee levels in the period beginning February 15, 2020 and 

ending April 26, 2020; and 

– The Borrower then restored its FTE employee levels to its FTE employee levels in the Borrower’s 

pay period that included February 15, 2020 by not later than

• December 31, 2020, for a PPP loan made before December 27, 2020, or 

• The last day of the Covered Period, for a PPP loan made after December 27, 2020



PPP Loan Forgiveness
25% Salary Reduction

• Salary Reductions

– Reduction in excess of 25% of an employee’s salary or wages

• New 2020 employees; and/or

• Each existing employee who was not paid more than $100K annualized in any 2019 pay period

– Borrower must reduce total forgiveness amount by the total dollar amount of the salary or wage 

reductions in excess of 25% of base salary or wages during the Covered Period as compared to 

the most recent full quarter before the Covered Period

– Reduction calculation performed on a per employee basis

• To ensure that borrowers are not doubly penalized, the salary/wage reduction only 

applies to the portion of the decline that is not attributable to the FTE reduction
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PPP Loan Forgiveness
PPP Loan Forgiveness Tool

Some of the features of the tool:

• Manage your application in one place

• Allows for forgiveness applications for multiple businesses

• Bulk upload of information

• Directly input payroll values from authorized payroll reports

• Preview the 3508 form before signature

• Instant verification of payroll, utility and bank account transaction data is available 

through secure integrations to trusted third party systems

• Creates a zip file with all the information that can be sent to the bank

Note that banks may want more information than this



Upcoming Webinar

TBD

Recovery Update:  COVID-19 Loan Options and Forgiveness Strategies

• For additional questions:  Email Covid19@saxllp.com

• Visit Sax’s COVID-19 Resource Center found on Saxllp.com to register for 

webinars and for on-going information and resources.

More Resources

mailto:Covid19@saxllp.com

