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How Loan Forgiveness is Determined

Guidance is provided in the following excerpt from the PPP Interim Final Rule Section Ill. 2(o).

0. Can my PPP loan be forgiven in whole or in part?

Yes. The amount of loan forgiveness can be up to the full principal amount of the loan and any accrued
interest. That is, the borrower will not be responsible for any loan payment if the borrower uses all of
the loan proceeds for forgiveable purposes described below and employee and compensation levels
levels are maintained. The actual amount of loan forgiveness will depend, in part, on the total amount
of payroll costs, payments of interest on mortgage obligations incurred before February 15, 2020, rent
payments on leases dated before February 15, 2020, and utility payments under service agreements
dated before February 15, 2020, over the eight-week period following the date of the loan. However,
not more than 25 percent of the loan forgiveness amount may be attributable to non payroll costs.
While the Act provides that borrowers are eligible for forgiveness in an amount equal to the sum of
payroll costs and any payments of mortgage interest, rent, and utilities, the Administrator has
determined that the non-payroll portion of the forgivable loan amount should be limited to effectuate
the core purpose of the statute and ensure finite program resources are devoted primarily to payroll.
The Administrator has determined in consultation with the Secretary that 75 percent is an appropriate
percentage in light of the Act’s overarching focus on keeping workers paid and employed. Further, the
Administrator and the Secretary believe that applying this threshold to loan forgiveness is consistent
with the structure of the Act, which provides a loan amount 75 percent of which is equivalent to eight
weeks of payroll (8 weeks / 2.5 months = 56 days / 76 days = 74 percent rounded up to 75 percent).
Limiting non-payroll costs to 25 percent of the forgiveness amount will align these elements of the
program, and will also help to ensure that the finite appropriations available for PPP loan forgiveness
are directed toward payroll protection. SBA will issue additional guidance on loan forgiveness.
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