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PPP LOAN FORGIVENESS 
Your 10 Most Common Questions: Answered. 

The Small Business Administration’s (SBA) Paycheck Protection Program (PPP) provided relief to many 
businesses during the global pandemic. Since launching in March, the program evolved with many updates 

to the rules and processes. Read about our customers’ most frequently asked PPP loan forgiveness 
questions and our experts’ answers. 

What were the biggest changes as a result of the PPP Flexibility Act (PPPFA)? 
PPPFA, effective June 5, 2020, offered a number of changes to the SBA PPP program, including: 

• The covered period is now either eight or 24-weeks from the date of loan disbursement. A 
borrower can choose the covered period that is most advantageous to them. 

• Up to 40% of forgiveness can be used for non-payroll items. 
• The borrower has up to 10 months after the covered period to submit a forgiveness application. 

Loan terms can be extended to five years* with lender approval. 
• A new EZ PPP Loan Forgiveness Application is available for certain borrowers. A questionnaire and 

borrower’s certifications determine eligibility. 
• There are additional Full Time Equivalent (FTE) reduction safe harbors if the borrower could not 

find qualified labor or government order closed their business. 

*For loans originated after June 5, the loan term is automatically 5 years. The first payment will be deferred 
for 16 months with an additional 44 months of principal and interest payments. 

What’s the advantage of a 24-week covered period? 
Choosing between the eight or 24-week covered period is the borrower’s choice, and borrowers should 
select which option is best for their individual situation*. 

Advantages to choosing the 24-week option include: 
• It allows more time to use the funds towards eligible payroll and non-payroll expenses. This is 

especially helpful for restaurants or businesses that shut down for an extended period of time by 
government order. 

• The documentation is simplified. Most borrowers can use payroll to achieve 100% loan forgiveness. 
This eliminates the need to submit documentation for non-payroll expenses. 

• The first payment is not due until 16 months from loan origination. There is plenty of time to apply, 
and if you receive 100% forgiveness, you will owe no interest. With the new program terms, 
AgChoice will extend the first payment due date for loans originated prior to June 5. 

• The PPP loan was based on 10 weeks of the borrower’s payroll. Borrowers have 24 weeks to use up 
10 weeks of payroll. Using payroll for all of the forgiveness avoids using eligible yet potentially 
questionable non-payroll items such as inter-company rent or loan/utility/lease agreements that 
are in the owner’s (not business’s) name. 

• Borrowers may still choose the eight-week period if it yields better results. 

* Loans originated after June 5 must choose a 24-week covered period. 
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PPP LOAN FORGIVENESS 
What’s the advantage of an eight-week covered period? 
Again, choosing between eight or 24-week covered period is the borrower’s choice, and borrowers should 
select the option they feel is best for their individual situation. 

A borrower may choose the eight-week covered period if: 
• The borrower doesn’t want the loan on their books. They want it forgiven as soon as possible. 
• The borrower prepared for an eight-week covered period. They don’t want to wait as they have 

everything ready for the PPP Loan Forgiveness Application. 
• The eight-week period is expected to yield better results than the 24-week period. 

Rest assured that regardless of your choice, 8 weeks or 24 weeks, there is plenty of time to apply. How 
quickly you apply before the deadline will not impact your loan forgiveness amount. AgChoice is adjusting 
the first payment due date to 16 months from loan origination, and if the borrower receives 100% 
forgiveness, they will owe no interest. 

Who can use the PPP Loan Forgiveness EZ Application? 
Borrowers may use the EZ application when one of these three situations apply: 

• Sole proprietors or partnerships with no employees 
• Businesses who did not reduce FTEs or pay rates 
• The business was shut down due to government order 

When should borrowers apply for loan forgiveness? 
First, we recommend you consult with your tax advisor on when they recommend to apply. In general, we 
recommend waiting at least one month after the borrower’s covered period ends to apply for loan 
forgiveness. Under PPPFA, the borrower has up to 10 months after the covered period to apply. 

Can the borrower apply before the end of their covered period? 
Yes, but they must fit one of these two categories: 

• Sole proprietors and partnerships with no employees who choose the 24-week covered period. 
Their forgiveness has been pre-determined based on 2019’s net self-employment income. 

• The borrower used up the PPP funds, is satisfied they have achieved maximum loan forgiveness 
and are certain that they have not/will not reduce FTEs or any individual employee’s pay rate. 

Should the borrower pay themselves the pre-determined forgiveness amount as a 
partner or sole-proprietor? 
It doesn’t appear to be a requirement since the amount is pre-determined based on the borrower’s 2019 
Net Schedule C or F or the partner’s K-1 Box 14 less Box 12. 

However, to be safe, a sole-proprietor or partnership can pay themselves the pre-determined forgiveness 
amount(s). It’s a good practice and will document the use of the PPP loan funds. Ask your accountant for 
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PPP LOAN FORGIVENESS 
advice on how to handle this from a bookkeeping/accounting standpoint. Corporate owner-employees 
receive a paycheck, and their forgiveness is limited to 2019 levels. 

There are different rules for sole proprietors, partnerships and corporations, but 
none for LLCs. What rules do LLC borrowers follow? 
It depends on how the borrower files their tax return. There are three categories: 

• If a single-member LLC that files a Schedule C or Schedule F, it is treated as a sole proprietor. 
• If the LLC files a partnership tax return, the member partners are issued K-1s, and it is treated as a 

partnership. 
• If the LLC files as an S or C corporation and member owner-employees are issued W-2s, it is treated 

as a corporation. 

Can borrowers include retirement contributions or health insurance premiums as 
part of their payroll expenses? 
The answer depends on your business’s structure: 

• For sole proprietors and partnerships: No, SBA states that such expenses are paid out of their net 
self-employment income. 

• For C Corporations: Yes, retirement and healthcare contributions are both eligible but capped at 
2019 levels. 

• For S corporations: Retirement contributions are eligible but capped at 2019 levels. Health care 
contributions are NOT eligible as they are paid out of their gross compensation. 

Where can I find the PPP Loan Forgiveness Application and how do I apply for 
forgiveness? 
Links to the SBA PPP Loan Forgiveness application and instructions, both the regular format and EZ format, 
are available at agchoice.com/sbaloans. You can also visit agchoice.com/sbaloans for additional resources, 
including our recorded PPP Q&A webinars. 

Once you have your PPP Loan Forgiveness Application completed, submit it through your AgChoice loan 
officer. 
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