
If you receive a Payroll Protection Program Loan, accounting for expenditures from the proceeds is critical to 
determine the amount of eligible loan forgiveness.  There are numerous ways to accomplish the accounting, 
and below are two options. 
 

Option #1 - Recommended  
Establish the following accounts;  
• Create a fund balance account called PPP Fund,   
• Create an income account called PPP Receipt for the proceeds of the loan,  
• and applicable expense accounts for PPP Payroll, PPP healthcare benefits, PPP rents/mortgage interest, 

PPP utilities, and PPP interest on other debt.   
 

You may record expenses directly to the PPP expense accounts OR you may record expenses in the   
regular accounts and transfer the costs in the eight weeks following receipt of the proceeds to the PPP  
expense accounts.   
 

NOTE: If you choose to transfer the costs, you may want to move budget amounts for the expenses too so 
that the Treasurer’s Report does not show costs below budgets.   
 

At the end of the loan, for proceeds from the loan that do not qualify for forgiveness, create a liability account 
called PPP loan.  Prepare a journal entry, credit the liability and debit the income account for any amount   
designated for repayment.   
 

 Pro of this option is easy reporting for the use of the proceeds and a more accurate picture of the 
general fund activity in the Treasurer’s Report.   

 Con of this option is that there are more entries on the books and an adjustment in budgets. 
 

Option #2  
• Establish a separate checking account at the bank and in Accounting and transfer the proceeds from the 

loan to that account.   
• Create an income account called PPP Receipt for the proceeds of the loan.  Link the income account to 

the General Fund because no PPP Fund is created. 
• Eligible expenses* incurred during the eight weeks following receipt of the loan are disbursed from this      

separate checking account.  It is unlikely that this amount will net to zero, so at the end of the eight weeks, 
either transfer out of or to the account and then close that checking account.    

 

Run a Check Register or Transaction Journal in Accounting on the PPP Loan asset on the activity in that     
account to classify, by category, of expenses paid with the proceeds.  For proceeds from the loan that do not 
qualify for forgiveness, at the end of the loan, create a liability account called PPP loan.  Prepare a journal 
entry, credit the liability and debit the income account for any amount designated for repayment.   
 

 Pro of this option is a quick set-up and fewer accounting entries.   
 Con of this option is more time involved in creating the use of funds report. 

 

* Eligible expenses include: 
1. Payroll and compensation (retirement benefits) 
2. Health insurance premiums and healthcare benefits 
3. Mortgage interest costs 
4. Rent and utilities 
5. Interest on other debt obligations (this will not apply to most churches) 

 

To qualify for total loan forgiveness, at least 75% of the proceeds use is for costs 1 and 2 and none for item 5. 
 

Click here for video instruction for setting up a new fund and its related accounts. 
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