In the text of the bipartisan omnibus bill [PDF 8.43 MB] (5,593 pages), Congress has included
language to clarify its original intent and to provide that the PPP-funded expenses of borrowers would
be deductible for federal income tax purposes, regardless of the fact that the PPP loan is or will be
forgiven.
In addition, while it had been reported that earlier versions of this provision included limitations that
could restrict deductibility based on the size of a PPP borrower’s loan, the text of the bill does not
impose conditions or guardrails on the deductibility of expenses. The language specifies that it would
be effective retroactively as of the date of enactment of the PPP in the CARES Act.
The relevant text of a bill summary [PDF 246 KB], titled “Sec. 276. Clarification of tax treatment of
Paycheck Protection Program loans” provides the following:
The provision clarifies that gross income does not include any amount that would otherwise arise
from the forgiveness of a Paycheck Protection Program (PPP) loan. This provision also clarifies that
deductions are allowed for otherwise deductible expenses paid with the proceeds of a PPP loan
that is forgiven, and that the tax basis and other attributes of the borrower’s assets will not be
reduced as a result of the loan forgiveness. The provision is effective as of the date of enactment
of the CARES Act….
KPMG observation
Assuming that this provision remains in the bill and it is enacted, this would be welcome news for PPP
borrowers. Recently, as year-end approaches for calendar year taxpayers, numerous questions about
the treatment and timing of PPP expenses have arisen. This proposal would seem to answer those
questions and simplify matters for PPP borrowers.
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