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On Friday evening, May 22, 2020 the Small Business Administration (SBA) and the U.S. Department of 
the Treasury (Treasury) issued two interim final rules providing guidance to help PPP borrowers prepare 
and submit loan forgiveness applications as provided for in Section 1106 of the CARES Act, help PPP 
participating lenders who will be making the loan forgiveness decisions, and inform borrowers and 
lenders of SBA's process for reviewing PPP loan applications and PPP loan forgiveness applications. 
 
The first of the interim final rules outlines the general loan forgiveness process for applications that are 
not reviewed by SBA prior to the participating lender's decision on the forgiveness application.  This 
interim final rule expands upon the Loan Forgiveness Application and Instructions issued by SBA on 
May 15, 2020.  The second of the interim final rules, which was released contemporaneously, outlines 
the procedures SBA will use when reviewing a PPP loan for loan forgiveness as well as the borrower and 
lender obligations associated with those procedures. 
 
In issuing these two interim final rules, SBA is providing loan forgiveness certainty to participating lenders 
to provide them with enough time to develop their systems and policies and procedures to timely review 
and process loan forgiveness applications, which borrowers can submit at the end of their covered 
period.  This guidance also provides a high degree of certainty to PPP borrowers to enable them to take 
immediate steps to maximize their loan forgiveness amounts, for example, by either rehiring employees 
or not laying off employees during the covered period. 
 
In general, PPP borrowers can request forgiveness of their PPP loan in an amount equal to the sum of 
the following costs incurred, and payments made, during the covered period: 
 

• Payroll costs. 
• Interest payments on any business mortgage obligation on real or personal property that was 

incurred before February 15, 2020 (but not any prepayment or advance payments of interest or 
payment of principal). 

• Payments on business rent obligations on real or personal property under a lease agreement in 
force before February 15, 2020. 

• Business utility payments for the distribution of electricity, gas, water, transportation, telephone, 
or internet access for which service began before February 15, 2020. 

 
Payroll costs are defined broadly to include compensation in the form of salary, wages, commissions, or 
similar compensation, as well as hazard pay and bonuses. Payroll costs also include cash tips or the 
equivalent, payment for vacation, parental, family, medical, or sick leave, allowance for separation or 
dismissal, payment for the provision of employee benefits consisting of group health care coverage, 
including insurance premiums, and retirement.  These interim final rules provide additional detail as to 
what is included in payroll costs. 
 
To receive loan forgiveness, a borrower must submit to their participating lender (or the lender servicing 
the PPP loan) the completed PPP Loan Forgiveness Application and certain required documentation. 
The participating lender reviews the application and documentation and has 60 days from receipt of the 
complete application to issue to SBA its decision regarding loan forgiveness and request payment from 
SBA for the amount determined to be eligible for forgiveness. 
 
SBA will remit the appropriate forgiveness amount to the participating lender,  including interest accrued 
through the date of payment, no later than 90 days after the participating lender issues its loan 
forgiveness decision to SBA.  The borrower must repay any remaining balance on the loan that is not 
forgiven on or before the two-year maturity of the loan. 
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In addition to detailing what payroll and non-payroll costs are eligible for loan forgiveness, the first of the 
two interim final rules presents examples and discussion to assist borrowers in calculating reductions to 
the loan forgiveness amount due to a reduction in full-time equivalent (FTE) employees during the 
covered period or the alternative payroll covered period or reduction in employees' salary or wages. 
 
The second of the two interim final rules provides guidance on the discrete issues related to SBA's 
process for review of PPP loan applications and loan forgiveness applications.  SBA may review a PPP 
loan of any size at any time in SBA's discretion.  SBA may review the borrower's representations and 
statements regarding borrower eligibility as determined by the information, certifications, and 
representations on the borrower application form (SBA Form 2483) and Loan Forgiveness Application 
(SBA Form 3508). SBA may review whether a borrower calculated the loan amount correctly and used 
loan proceeds for the allowable uses. SBA may also review whether a borrower is entitled to loan 
forgiveness in the amount claimed on the borrower's Loan Forgiveness Application. 
 
If SBA reviews a loan and determines the borrower was ineligible for a PPP loan, the lender is not eligible 
for a processing fee.  For any SBA-reviewed PPP loan, if within one year after the loan was disbursed 
SBA determines that a borrower was ineligible for a PPP, SBA will seek repayment of the lender 
processing fee from the lender. However, SBA's determination of borrower eligibility will have no effect on 
SBA's guaranty of the loan if the lender has complied with its obligations. 
 
If a lender fails to satisfy the requirements applicable to lenders that are set forth in the First Interim Final 
Rule or the document collection and retention requirements described in the lender application form 2484, 
SBA will seek repayment of the lender processing fee from the lender and may determine that the loan is 
not eligible for a guaranty. 
 
The first of the interim final rules on loan forgiveness can be found here.  The second of the interim final 
rules on SBA loan review procedures can be found here. 
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