
Forgiveness for PPP Loans 
of $50,000 or Less
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In October of 2020, the SBA and Treasury released an Interim Final Rule that 
makes it significantly easier for businesses with Paycheck Protection Program 
loans of $50,000 or less to receive forgiveness.  Of the 5.2 million PPP loans 
approved by the SBA, about 3.57 million, or 68.6%, were for $50,000 or less. So 
the changes in the rule will affect most PPP loan recipients.

Businesses with loans of $50,000 or less can now use the Form 3508S to apply for forgiveness.  However, 
businesses with affiliates that received PPP loans totaling $2 million or more cannot use this form, even 
if its own loan is $50,000 or less.  Any businesses that are not eligible to use the simplified Form 3508S 
must use the SBA Form 3508 or 3508EZ.
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The Paycheck Protection Program stipulates that the forgivable amount of a loan will be reduced if a 
borrower reduced full-time equivalent employees as compared to a prior base period or if a borrower 
reduced the salaries or wages for certain employees as compared to the first quarter of 2020.  This 
used to apply to all borrowers.  However, with the new Interim Final Rule, borrowers who use the form 
3508S are exempt from reductions in loan forgiveness amounts based on cuts in full-time equivalent 
employees or salaries and wages.  So, if you’re using the Form 3508S and had reduced employee 
headcount or employee compensation, you will not be penalized with a reduction in the loan 
forgiveness amount.

The SBA Form 3508S also requires fewer calculations and less documentation for eligible borrowers.  It 
does not require borrowers to show the calculations used to determine their loan forgiveness amount. 
However, the SBA may request information and documents to review those calculations as part of its 
loan review process.  Even though you don’t have to provide the detail in the application, it’s smart to 
retain those calculations in case you receive a request for review.

To calculate your loan forgiveness amount, you’ll first need to calculate the sum of eligible payroll costs 
paid and payroll costs incurred during the 24-week or 8-week Covered Period or Alternative Payroll 
Covered Period.  Eligible payroll costs include Cash Compensation, Employee Benefits, and Owner 
Compensation, as defined in the Form 3508S instructions.

Next, you’ll need to calculate eligible non-payroll costs. Non-payroll costs eligible for forgiveness consist 
of: 

 (a) Payments of mortgage interest on any business mortgage obligation on real or personal 
                property incurred before February 15, 2020

 (b) Business rent or lease payments pursuant to lease agreements for real or personal property in 
  force before February 15, 2020

 (c) Business payments for electricity, gas, water, telephone, transportation, or internet access for 
  which service began before February 15, 2020
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An eligible non-payroll cost must be paid during the Covered Period or incurred during the Covered 
Period and paid on or before the next regular billing date, even if the billing date is after the Covered 
Period. Eligible non-payroll costs cannot exceed 40% of the total forgiveness amount. 

The “forgiveness amount” you report on the Form 3508S will be the lesser of:

 1. The sum of eligible forgivable costs,
 2. The principal of the loan, or
 3. The payroll costs divided by 60%. 

Once you have calculated the “forgiveness amount”, the application becomes much easier than 
the Form 3508.  There is no schedule A, no worksheet for schedule A or calculations for Full-Time 
Equivalency and Salary and Hourly Wage Reductions.  However, you will need to make several 
representations and still need to provide certain documentation with your application.  

Finally, be sure to save all backup documentation and calculations used for the application for six years 
after the loan is forgiven or repaid in full. 
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Final Thoughts

If you have any questions or need assistance with your PPP 

Loan Forgiveness Application, please contact our office.  We’re 

always happy to help.
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About Jackson Thornton
Each day, the professionals and consultants at Jackson Thornton provide the resources and high 
quality business advisory accounting services that have forged decades-long relationships with clients 
across the Southeast.

From a “macro” view of strategic planning to a “micro” view of tax returns and audits, we look at 
your business’s big picture, ready to help assess your financial goals and develop plans to reach 
them. Through our business support accounting services, Jackson Thornton can determine the cost 
effectiveness of your business’s daily operations while developing a long-term strategy that both 
conserves resources and maximizes profits.

Another difference we offer: As with a smaller advisory accounting firm, you have the full attention 
and individual focus of those experts in the services you require. But, as with a larger corporate firm, 
you have the broader depth of experience of our coalition of industry consultants, specialists and 
accountants – in case you need more than one expert to get a job done.

Jackson Thornton
Alabama | Tennessee

(334) 834-7660

info@jacksonthornton.com

www.jacksonthornton.com


