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The shopping center 

in the city’s Southeast 

is about to get some 

much-needed attention.
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WHERE THE BUSINESS COMMUNITY MEETS

See Taxes page 12

By Jeanne Davant

B
usiness owners who received Paycheck 
Protection Program loans should contact their 
tax advisors as soon as possible to discuss the 
tax effects they may be facing.

“A lot of people are unaware that your loan can be 

forgiven, so that’s tax-free, but you lose the deductions 

that generate that forgiveness,” said Jordan Empey, tax 

partner at Stockman Kast Ryan + Co.

The Internal Revenue Service has taken the position 

that, while the loan funds are not taxable, the expenses 

they were used for will be included in taxable income.

For example, an employer who obtained a $100,000 

loan through the PPP program and gets full forgiveness 

does not pay tax on the $100,000. But if the business 

used the $100,000 on wages, the employer cannot de-

duct that $100,000 paid out in wages from taxable 

income, as would normally be done. The same rule 

would apply if the funds were used on other usually 

deductible expenses, such as mortgage interest, rent 

or utility payments.

The tax implications of PPP loans are the No. 1 issue 

that business owners need to keep in mind while doing 

year-end tax planning, Empey and other tax experts 

say. But there are also opportunities for businesses to 

generate additional cash and reduce their tax liability 

before the end of the year.

NONDEDUCTIBLE EXPENSES

IRS Notice 2020-32, issued in May, provided guid-

ance about the deductibility of otherwise deductible 

expenses when the taxpayer has received a PPP loan. 

It states in part:

“No deduction is allowed under the Internal Revenue 

Code … for an expense that is otherwise deductible if 

the payment of the expense results in forgiveness of 

a covered loan…, and the income associated with the 

forgiveness is excluded from gross income for purposes 

of the Code. …”

Employers who have already applied for and received 

forgiveness of PPP loans will not be able to take these 

deductions in 2020. As of Oct. 22, only 11 percent of PPP 

loan recipients had applied for forgiveness, Empey said.

For employers who have not applied for forgiveness, “I 

would advise them to talk to their tax advisor and come 

up with their own strategy, because this gets geeky in 

the details,” he said. 

The rules in this area are still evolving, but the 

Treasury Department has made it clear that these ex-

penses will be nondeductible, said Michael Schroeder, 

senior manager at BKD LLP.
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PPP loan 
recipients 
could be in for
a tax surprise


