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AGENDA

• Second round of PPP – who qualifies

• Changes to PPP 

• Income tax implication on PPP loan forgiveness

• Employee retention credits

• Other key provisions to keep in mind



SECOND ROUND OF

PPP LOANS
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SECOND PPP LOAN

• Generally subject to the same terms, conditions and requirements              

as First Draw PPP Loans.

• 100% guaranteed by the SBA. No personal guarantee is required.

• No collateral is required.

• Interest rate is 1%, calculated on a non-compounding, non-adjustable 

basis.

• Five-year maturity.

• Lenders are permitted to rely on certifications of the borrower to 

determine borrower’s eligibility and use of loan proceeds.
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SECOND PPP LOAN

• No more than 300 employees or meet an alternative size 

standard. Alternative size standard is maximum tangible                         

net worth of not more than $15 million and the average net 

income after federal income taxes (excluding any carryover 

losses) for the two full fiscal years before the date of 

application is not more than $5 million.

• Has or will fully spend the loan from first round.
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SECOND PPP LOAN

• Gross receipts during 1st, 2nd, 3rd or 4th quarter of 2020 is at 

least 25% less than the gross receipts for the same quarter 

in 2019. If business started in 2020 and was in operation as 

of 2/15/20, and if its gross receipts for the 2nd quarter of 

2020 was reduced more than 25% compared to 1st quarter 

of 2020, it qualifies for the 2nd loan.
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SECOND PPP LOAN

• The following 501(c)(6) organizations are now eligible for PPP 
loans:

– Business leagues

– Chambers of commerce

– Real estate boards

– Boards of trade not organized for profit with no earnings 
inuring to any shareholder or individual
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SECOND PPP LOAN

• The following businesses will not be eligible for a second               

PPP loan

– Publicly traded companies

– Lenders, rental real estate, life insurance companies, 

businesses in foreign countries, pyramid schemes, legal 

gambling, illegal activity, private clubs, most government-

owned entities, SBA loan packagers, certain convicted 

criminals, products or performances of a prurient sexual 

nature, prior SBA loan default, speculative businesses

– Entities primarily engaged in political and lobbying activities

– Business with certain Chinese and other foreign influences

– Shuttered venue grantees
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SECOND PPP LOAN

• Maximum loan amount: Borrowers have an option to 
calculate the maximum loan amount by 2.5x the average 
monthly payroll in 

(a) the one-year period prior to the date on which the loan is 
made; or

(b) calendar year 2019 or 2020, by 2.5x.

Up to $2 million. 
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SECOND PPP LOAN

• Maximum loan amounts for the hospitality industry:

Borrowers that have NAICS Code 72 (typically restaurants and 
hotels) are permitted to use a 3.5x multiplier to their average 
monthly payroll costs to calculate their maximum loan amount, 
subject to the $2 million cap. 
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SECOND PPP LOAN

Code CodeTitle Title
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SECOND PPP LOAN

• Aggregate PPP loan limits:

– Businesses that are part of single corporate group shall 
not receive more than $4,000,000 of total second draw 
PPP loans.

– A borrower who already received the first PPP loan may 
not receive another loan that pushes total aggregate 
borrowing over $10 million.
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SECOND PPP LOAN

• Gross Receipts Reduction

Can use either cash or accrual method of accounting.

Gross receipts are all revenue in whatever form received or 
accrued (in accordance with the entity’s accounting method) 
from whatever source, including from the sales of products                      
or services, interest, dividends, rents, royalties, fees, or 
commissions, reduced by returns                                                         
and allowances.
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SECOND PPP LOAN

• Gross Receipts Reduction

Gross receipts do not include 

– taxes collected for and remitted to a taxing authority if included 
in gross or total income (such as sales or other taxes collected 
from customers and excluding taxes levied on the concern or                     
its employees);

– proceeds from transactions with domestic or foreign affiliates; 
and 

– amounts collected for another by a travel agent, real estate 
agent, advertising agent, conference management service 
provider, freight forwarder or customer broker.
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SECOND PPP LOAN

• Gross Receipts Reduction

All other items, such as subcontractor costs, reimbursements for 
purchases made by a contractor at a customer’s request, 
investment income, and employee-based costs, such as payroll 
taxes, may not be excluded from gross receipts.

For small businesses which cannot produce quarterly financial 
statements, they can use the annual income tax return and if they 
had more than 25% reduction in their 2020 annual gross receipts 
compared to 2019, they would qualify for 2nd PPP loan.
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SECOND PPP LOAN

• For self-employed individuals other than farmers and ranchers (IRS Form 
1040 Schedule C): sum of line 4 and line 7*

• For self-employed farmers and ranchers (IRS Form 1040 Schedule F): 
sum of lines 1b and 9

• For partnerships (IRS Form 1065): sum of lines 2 and 8, minus line 6

• For S-Corporations (IRS Form 1120-S): sum of lines 2 and 6, minus               
line 4

• For C-Corporations (IRS Form 1120): sum of lines 2 and 11, minus the 
sum of lines 8 and 9

• For nonprofit organizations (IRS Form 990): sum of lines 6b(i), 6b(ii), 
7b(i), 7b(ii), 8b, 9b, 10b, 12 (column (A)) of Part VIII

• For nonprofit organizations (IRS Form 990-EZ): sum of lines 5b, 6c, 7b, 
and 9 of part I.

• LLCs should follow the instructions that apply to their tax filing status in 
the reference periods.

* If you file multiple Schedule C forms on the same Form 1040, you must include and                                          
sum across all of them.
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SECOND PPP LOAN

• Gross Receipts Reduction

Loans greater than $150K, need to provide documentation                            
to support revenue reduction of 25% or more at the time of 
application.

– Relevant tax forms or quarterly financial statements 

Loans of $150K or less, no documentation is required at the                   
time of the application. Documentation of revenue reduction                
must be submitted before borrower applies for loan forgiveness.
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SECOND PPP LOAN APPLICATION (PAGE 1)
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SECOND PPP LOAN APPLICATION (PAGE 1 CONTINUED)
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SECOND PPP LOAN APPLICATION (PAGE 2)
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SECOND PPP LOAN APPLICATION (PAGE 2 CONTINUED)
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SECOND PPP LOAN APPLICATION (PAGE 3)



CHANGES TO PPP 
LOAN
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CHANGES TO PPP LOAN

• In addition to payroll costs (salaries, healthcare benefits, 
retirement plan contributions & employer’s state and 
local payroll taxes), rent, mortgage interest and utilities, 
the following expenses also qualify for forgiveness 
subject to the 40% nonpayroll costs limit:

– Covered operations expenditures: 

Payment for any 

a. business software or cloud computing service that 
facilitates business operations, product or service 
delivery, the processing, payment, or tracking of                 
payroll expenses (i.e. ERP, SAP, NetSuite);
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CHANGES TO PPP LOAN

– Covered operations expenditures: 

Payment for any 

b. human resources;

c. sales and billing functions; or 

d. accounting or tracking of supplies, inventory,                      
records and expenses.
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CHANGES TO PPP LOAN

– Covered property damage costs: 

A cost related to 

a. property damage and vandalism, or

b. looting due to public disturbances

that occurred during 2020 that was not covered by   
insurance or other                                                          
compensation.

It does not cover 

damage due to 

natural disasters.
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CHANGES TO PPP LOAN

– Covered supplier cost: 

An expenditure made by an entity 

a. to a supplier of goods pursuant to a contract, order, 
or purchase order, that is

b. in effect before date of disbursement of covered loan 
for the supply of goods, and that are

c. essential to operations of entity at the time when the 
expenditure is made.
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CHANGES TO PPP LOAN

– Covered worker protection expenditure: 

An operational or a capital expenditure to facilitate the 
adaptation of the business activities to comply with 
requirements established or guidance issued by HHS,                       
CDC or OSHA. The expenses may include

a. purchase, maintenance, or renovation of assets                     
that create or expand

(i) a drive-through withdraw facility;

(ii) an indoor, outdoor, or combined air or air 
pressure ventilation or filtration system;
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CHANGES TO PPP LOAN

– Covered worker protection expenditure: 

a. purchase, maintenance, or renovation of assets that 
create or expand

(iii)  a physical barrier such as a sneeze guard;

(iv) an expansion of additional indoor, outdoor or 
combined business space on a commercial 
real property;

(v)   an onsite or offsite health screening capability; 

and 

(vi)  other kinds of personal protective equipment, 
as determined by the SBA, HHS, and DOL.
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CHANGES TO PPP LOAN

– Covered worker protection expenditure: 

b. Does not include residential real property or 
intangible property

These additional qualified expenses can be included in the 
forgiveness application for the first PPP loan as long as the                    
loan has not been forgiven.
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CHANGES TO PPP LOAN

Other Changes:

• Change in Covered Period: You can now choose any time 
period between 8 and 24 weeks (i.e. 10, 12, 20 weeks, 
etc.), but shall extend no later than 9/30/21.

• EIDL advance does not need to be deducted from your 
PPP loan forgiveness amount.

• Group life, disability, vision, or dental insurance count as 
health benefits. It is important to maximize your 40% 
nonpayroll costs, employee benefits and retirement plan 
contributions if you qualify for Employee Retention Credit.
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CHANGES TO PPP LOAN

Other Changes:

• New one-page loan forgiveness form for PPP loans up to 
$150,000. The borrower

– provides the number of employees that were retained 
because of the loan;

– provides the estimated amount of the loan spent on 
payroll costs; and

– certifies that it is in compliance with all the requirements.

• No documentation is required to be submitted to lender.

• Keep employment records for four years and other records 
for three years after application is submitted.



INCOME TAX

IMPLICATION ON

FORGIVENESS
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INCOME TAX IMPLICATION ON FORGIVENESS

Expenses paid with PPP funds are tax deductible for federal 
income tax purposes. 

• California does not conform

• Need to check other states’ conformity

• Loss limitation 

– Tax basis limitation

– Section 163(j) (limit on business interest expense 
deduction)

– At-risk limitation

– Passive loss limitation

– Net operating loss (carryback or forward)
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INCOME TAX IMPLICATION ON FORGIVENESS

The forgiveness is not taxable and can increase an owner’s tax     
basis in the pass-through entity (i.e. S corporation, partnership).

• Can help if the owner has basis limitation for loss deduction 
or taking distributions

• What if there is change in ownership – need planning or 
agreement

• Recourse versus nonrecourse                                                                           
debt for partnership



EMPLOYEE RETENTION

CREDIT (ERC)
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EMPLOYEE RETENTION CREDIT (ERC)

PPP loan borrowers are now eligible to claim ERC and can apply 

retroactively to wages paid after 3/12/20. However, an ERC 

cannot be claimed on the same wages that were used for PPP 

loan forgiveness (no double dipping).

A company that received a PPP loan in 2020, paid qualified 

wages in excess of the wages used in the PPP loan forgiveness 

and is now eligible for ERC. The credit                                                                  

can be claimed on the Q4 employment                                                                              

tax return (form 941). 
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EMPLOYEE RETENTION CREDIT (ERC)

Qualified Employers: 

• Any employer whose operation is partially or fully suspended 
due to governmental orders regarding COVID-19.

• Any employer whose gross receipts for the quarter are less 
than 50% compared to 2019 in 2020 (substitute 50% by 80% 
for 2021).
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EMPLOYEE RETENTION CREDIT (ERC)

Qualified Wages (2020): 

• For employers where the average number of full-time 
employees in 2019 was 100 or less, all wages qualify                   
for ERC.

• For employers where the average number of full-time 
employees in 2019 was more than 100, only the wages                     
paid to employees who are not providing                                                        
services due to the business closure or                                                                            
had 50% or more reduction in gross                                                                  
receipts under the CARES Act.
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EMPLOYEE RETENTION CREDIT (ERC)

Qualified Wages (new rule starting 1/1/2021):

• Extended to 6/30/21.

• The threshold increased to 500 employees. Therefore,                   
for the first two quarters of 2021, a company with 500 or 
less employees can claim ERC on all wages even if                     
they are working (either teleworking or working onsite).
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EMPLOYEE RETENTION CREDIT (ERC)

Other changes effective 1/1/2021:

• Credit amount increased from 50% to 70% and a $10,000 
limit in wage per employee per quarter. Therefore,                          
maximum credit per employee for the first two quarters                    
of 2021 is $14,000 even if the company received the                   
$5,000 maximum credit for wages paid to such                      
employee in 2020.

• Employer can use prior quarter gross receipts under the          
safe harbor rule.

• New employers who were not in existence for all or part                
of 2019 are now allowed to claim the credit.



OTHER KEY

PROVISIONS
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OTHER KEY PROVISIONS

Paid Sick and Family Leave Credit:

• Extended through 3/31/2021.

• Allow self-employed individuals to use their average                  
daily net earnings from their 2019 self-employment       
income, rather than 2020, to calculate the credit.
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OTHER KEY PROVISIONS

Miscellaneous:

• Grants for shuttered venue operators - $15 billion is 
authorized for live venue operators or promoters, theatrical 
producers, live performing arts organization operators, 
museum operators, motion picture theater operators or 
talent representatives. However, businesses receiving                
this grant will not qualify for a second PPP loan.

• Charitable contribution deductions

– $300 above-the-line (AGI) deduction extended to 2021 
(cash donation and only applies if not itemize) 
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OTHER KEY PROVISIONS

Miscellaneous:

• Charitable contribution deductions

– $600 above-the-line deduction for married filing               
jointly for 2021

– 100% adjusted gross income (AGI) limitation 
extended through 2021

• 100% tax deduction for business meals in 2021 and  
2022. Applies to food or beverages provided by a 
restaurant and can be dine-in or take-out.
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OTHER KEY PROVISIONS

Miscellaneous:

• Five-year extenders

– Work Opportunity Tax Credit (WOTC)

– Expanded exclusion for employer-provided 
educational assistance, including student loan 
repayment benefits

• Educator expenses can include amounts paid for 
personal protection equipment.
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OTHER KEY PROVISIONS

Miscellaneous:

• Flexible Spending Accounts (FSA)

– The $500 carryover rule is extended through 2021

– Provides flexibility in reimbursements for those no 
longer participating in the plan and where the 
dependent aged out during the pandemic

• Permanent change

– 7% AGI limit for medical expenses deduction 

– Energy-efficient commercial buildings deduction 
under 179D
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OTHER KEY PROVISIONS

Miscellaneous:

• Retirement plans

– 10% early distribution penalty does not apply to a “qualified 
disaster distribution”

– The plan loan limit of $50,000 is increased to $100,000                   
for loans made pursuant to a qualified disaster

– An individual can recontribute                                                          
retirement plan distributions                                                             
used to purchase a home in                                                                                 
a qualified disaster area



QUESTIONS?

DISCLAIMER
The topics covered in this presentation do not constitute tax or legal advice. You should always 

consult your tax, legal, or financial advisor for direction regarding your specific situation. 
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PAYCHECK PROTECTION PROGRAM FORGIVENESS

If you have a Paycheck Protection Program (PPP) loan and need to calculate your loan forgiveness or 

compile a loan forgiveness package for your lender, Windes can help in the following ways:

Option 1 - Complete PPP Solution (VIP service)

• We will help you ascertain all relevant facts about your PPP loan.

• We will calculate the maximum loan forgiveness amount by analyzing both covered periods.

• We will obtain all required supporting documentation and compile your loan forgiveness package.

• We will be your PPP consultant and advisor throughout the process.

Please note: If you are an existing attest (audit) client of our firm, we may still be                        

of assistance; however, we’ll have to navigate independence rules carefully.

Visit us at: https://windes.com/services/advisory/ppp-forgiveness

Option 2 - PPP Consultant (customizable to your specific needs)

• We will be your PPP loan consultant and advisor and assist you with your specific needs.

• We will answer your questions about the relevant law and guidance.

• We will help you interpret the rules as they apply to your specific situation.

• We will review your calculations to confirm accuracy.

https://windes.com/services/advisory/ppp-forgiveness
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ABOUT WINDES
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WINDES BY THE NUMBERS

95
Years

180 Professionals
Best Places to Work 

2008-2020

One of the Top 125 

Accounting firms in 

the Nation

3 Offices: 

Long Beach, Irvine, 

and Los Angeles

In the past 12 months, we 

have served over 5,000 
clients
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FIRM PROFILE

Long Beach

IrvineLos Angeles

OUR FIRM

 95 years experience in the public accounting practice

 One of the largest CPA firms in California

 29 partners and 180 professionals

 Serving over 3,000 businesses and more than 2,000 individuals       

including privately held businesses, exempt organizations, and                          

high-net-worth individuals

 Three operating offices

 International reach

SERVICES

 Tax

 Audit & Assurance

 Employee Benefits

 Cybersecurity

 Human Resources Consulting & Placement

 Mergers & Acquisitions Strategy

 Outsourced Accounting Services

 Paycheck Protection Program (PPP) Loan Forgiveness

 Value Acceleration & Exit Planning
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INDUSTRY RECOGNITION

• Acknowledged by INSIDE Public Accounting (IPA) as                      

one of the top 25 “Best of the Best” accounting firms in                    

the country

• Accounting Today Regional Leader and Firms to Watch

• Ranked as an IPA Top 200 Accounting Firms in the nation

since its inception 

• “Best Places to Work in Los Angeles and Orange Counties”      

for consecutive years by the Los Angeles Business Journal 

(LABJ) and Orange County Business Journal (OCBJ). For 

2019, Windes was ranked #3 best place to work in Orange 

County.

• “24th” Largest Accounting Firm in Los Angeles County” by the 

LABJ (13th largest based on firms headquartered in the county)

• “17th Largest Accounting Firm in Orange County” by the OCBJ

• “2009, 2011, 2012, 2015, 2016, 2017 and 2019 Best Accounting 

Firms to Work For” in the country by Accounting Today

• Recognized by the OCBJ and OneOC as a “The Civic 50” in 

Orange County in 2017and 2018. In 2019, Windes was the 

Medium Workforce Winner.

• Acknowledged by the OCBJ as a “2020 Companies that Care”



PRESENTER BIOS
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GUY NICIO

Guy has more than 20 years of public accounting experience. He is                                                            

Chairman of the firm’s Tax department and also serves on the firm’s                                                          

Board of Directors. 

He focuses on tax planning, compliance, and consulting with start-up                                                            

to middle-market businesses and their owners, working closely with                                                              

his clients to analyze and maintain the most tax efficient structure to                                                      

suit each client’s unique situation.

Guy’s tax experience and expertise includes analysis and selection                                                           

of business entities, federal and multi-state income tax compliance                                                             

for businesses and individuals, tax planning optimization and                                                                

strategy, and audit defense.

He serves a wide variety of clients in the real estate, construction,                                                        

manufacturing, professional services, healthcare, and restaurant                                                             

industries, as well as high-net-worth individuals. 

Guy also heads the firm’s Comprehensive Office Solutions Group, which provides client accounting services 

such as bookkeeping, payroll solutions, sales and use tax compliance, business property tax returns, 

accounting software implementation and conversions, and fractional outsourced accounting solutions.

GUY NICIO, CPA, MST
PARTNER – CHAIRMAN, TAX
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BELLA WANG

Bella joined Windes in 2000 and has over 20 years of experience in                                                           

public accounting. Her practice focus is tax planning, consulting, and                                                       

compliance for large and midsize domestic and international                                                                  

businesses and high-net-worth individuals.  

Bella assists clients with business entity selection, tax ramifications                                                      

related to mergers and acquisitions, and reorganization and planning 

for transactions. She specializes in international tax considerations,                                                       

which includes international tax planning and compliance, and                                                                

consulting on a broad range of inbound and outbound tax issues.                                                              

Bella helps clients understand the implications of international tax                                                         

developments to minimize their worldwide tax burdens, as well as                                                             

advising on international mergers and acquisition transactions.                                                              

She also consults on ASC 740 and ASC 740-10 analysis, including                                                                 

financial statement disclosure requirements.

Bella serves a number of industries, including manufacturing, real estate, wholesale, technology/E-commerce 

and retail, construction, transportation, oil and gas, import/export, professional services, and healthcare.

Bella is a contributing writer for the firm’s Solutions newsletter and Tax Alerts. She is also an in-demand 

speaker and presents on various topics pertaining to new tax laws and tax planning strategies. In addition, 

Bella is in charge of training and mentoring internal staff. She is also fluent in Mandarin.

BELLA WANG, CPA, MST, CGMA
DIRECTOR, TAX


