July 2, 2020

The Honorable Nancy Pelosi 				The Honorable Mitch McConnell
Speaker of the House     				Senate Majority Leader
U.S. House of Representatives   			U.S. Senate			
Washington, DC 20515				Washington, DC 20510

The Honorable Kevin McCarthy   			The Honorable Chuck Schumer 
House Minority Leader    				Senate Minority Leader 
U.S. House of Representatives   			U.S. Senate 
Washington, DC 20515    				Washington, DC 20510


Dear Speaker Pelosi, Majority Leader McConnell, Minority Leader McCarthy, and Minority Leader Schumer:

The undersigned organizations strongly support the bipartisan Small Business Expense Protection Act (S. 3612/H.R. 6821), which will ensure that small businesses can deduct eligible expenses paid with a forgiven Paycheck Protection Program (PPP) loan from their taxes. Without this relief, millions of small businesses will face significant tax liabilities at a time when they can least afford additional financial burdens.

When Congress approved the Coronavirus Aid, Relief, and Economic Security (CARES) Act, the PPP was designed to help small businesses survive major liquidity shortfalls, retain employees, and withstand an unprecedented economic disruption due to the COVID-19 pandemic. However, the Internal Revenue Service’s (IRS) Notice 2020-32 undermines the PPP and creates a severe challenge for small businesses by stating that normally deductible business expenses will not be deductible if the business pays the expense with a PPP loan that is subsequently forgiven. Congressional intent was clear within Section 1106(i) of the CARES Act, which states:

(i) TAXABILITY.— For purposes of the Internal Revenue Code of 1986, any amount which (but for this subsection) would be includible in gross income of the eligible recipient by reason of forgiveness described in subsection (b) shall be excluded from gross income.

The Small Business Expense Protection Act will fix this misinterpretation and reestablish the ability of small businesses that have received PPP loans to deduct business expenses as the CARES Act intends. We thank Congressional leaders for their ongoing efforts and urge swift passage of this bipartisan legislation.


Sincerely, 

American Council of Engineering Companies
American Farm Bureau Federation
Associated Builders and Contractors 
Associated General Contractors of America
Auto Care Association
International Franchise Association
National Association of Theatre Owners
National Association of Wholesaler-Distributors
National Beer Wholesalers Association
National Federation of Independent Business 
National Restaurant Association
National Retail Federation 
National Roofing Contractors Association 
Polyisocyanurate Insulation Manufacturers Association 
Roof Coatings Manufacturers Association (RCMA) 
S Corporation Association  
Wine & Spirits Wholesalers of America

Honorable Jovita Carranza
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CC: 	The Honorable Charles Grassley 
The Honorable Ron Wyden 
The Honorable Richard E. Neal 
The Honorable Kevin Brady
