
 

 

State Taxation of PPP Loans:  
 

 

The federal CARES Act was passed in March 2020 and included provisions that allowed 

forgiven PPP loans to be excluded from taxable income. In December, the IRS issued official 

guidance that allows expenses paid with PPP loan proceeds to be deducted. This is a 

reversal of their previous position, which initially stated that expenses paid with a PPP loan 

were not deductible. Even though relief has been provided at the federal level, PPP loans 

are still eligible for taxation in some states. Take a look below to see where your state 

stands. 

 

Some states are actively considering legislation to address this issue, including California, 

Florida, Arkansas, New Jersey, Maine, and Ohio. Please check back here for updates. 

 

 
 

PPP loans will not be taxed   PPP loans are ineligible for taxation  

 

PPP loans will be taxed (either as income or by prohibiting the deduction of expenses) 

 



As of February 21, 2021 

State Forgiven PPP Loans excluded 

from taxable income 

Expenses paid with PPP loans 

are deductible 

Alabama Yes Yes 

Alaska Yes Yes 

Arizona No Yes 

Arkansas No Yes 

California Yes No 

Colorado Yes Yes 

Connecticut Yes Yes 

Delaware Yes Yes 

Florida No Yes 

Georgia Yes No 

Hawaii Yes No 

Idaho Yes Yes 

Illinois Yes Yes 

Indiana Yes Yes 

Iowa Yes Yes 

Kansas Yes Yes 

Kentucky Yes No 

Louisiana Yes Yes 

Maine No Yes 

Maryland Yes Yes 

Massachusetts No Yes 

Michigan Yes Yes 

Minnesota No Yes 

Mississippi Yes Yes 

Missouri Yes Yes 

Montana Yes Yes 

Nebraska Yes Yes 

Nevada PPP loans are ineligible for taxation n/a 

New Hampshire No Yes 

New Jersey Yes Yes 

New Mexico Yes Yes 

New York Yes Yes 

North Carolina Yes No 

North Dakota Yes Yes 

Ohio Yes No 

Oklahoma Yes Yes 

Oregon Yes Yes 

Pennsylvania Yes Yes 

https://www.ascpa.org/writable/files/News_Files/2021/201218_proclamationguidanceupdated01062021.pdf
https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=201920200AB1577
https://www.cga.ct.gov/2020/rpt/pdf/2020-R-0144.pdf
https://revenuelaw.floridarevenue.com/LawLibraryDocuments/2020/09/TIP-123151_TIP_20C01-01_Final_RLL.pdf
https://dor.georgia.gov/rules-policies/income-tax/income-tax-federal-tax-changes
https://files.hawaii.gov/tax/legal/tir/tir20-06_rev.pdf
https://www.in.gov/dor/coronavirus-information/
https://tax.iowa.gov/expanded-instructions/whats-new-2020
https://revenue.ky.gov/Individual/Pages/COVID-19-Tax-Relief-Frequently-Asked-Questions.aspx#:~:text=forgiven%20PPP%20loans%3F-,No.,the%20Kentucky%20income%20tax%20return
https://revenue.louisiana.gov/NewsAndPublications/NewsReleaseDetails/12495
https://aboutbtax.com/RyZ
https://marylandtaxes.gov/media/2021/Comptroller_Franchot_Announces_Tax_Season_to_Begin_on_February_12.pdf
https://src.bna.com/stxd/ma201218-UPDE023-D01
https://www.revenue.state.mn.us/index.php/law-change-faqs-tax-year-2020
https://mtrevenue.gov/2021/01/26/paycheck-protection-program-ppp-tax-and-deduction-clarifications/
https://aboutbtax.com/Q8X
https://www.revenue.nh.gov/publications/press/documents/covid-benefits-taxability.pdf
https://www.tax.ny.gov/pit/cares-act-faq.htm
https://files.nc.gov/ncdor/documents/files/2020-7-20-Important-Notice-Code-Update-Decoupling_0.pdf
https://www.legislature.ohio.gov/legislation/legislation-summary?id=GA133-HB-481
https://www.oregon.gov/dor/faq/pages/default.aspx
https://www.revenue.pa.gov/COVID19/Pages/default.aspx


Rhode Island Yes Yes 

South Carolina Yes Yes 

South Dakota PPP loans are ineligible for taxation n/a 

Tennessee Yes Yes 

Texas No n/a 

Utah No Yes 

Vermont No Yes 

Virginia No Yes 

Washington PPP loans are ineligible for taxation n/a 

West Virginia No Yes 

Wisconsin Yes No 

Wyoming PPP loans are ineligible for taxation n/a 

 

Sources: State tax information, Bloomberg Tax & Accounting 

https://dor.sc.gov/resources-site/lawandpolicy/Advisory%20Opinions/IL20-28.pdf
https://revenue.support.tn.gov/hc/en-us/articles/360046605692-Does-the-CARES-Act-of-2020-impact-the-excise-tax-return-
https://tax.utah.gov/forms/current/tc-20inst.pdf
https://www.nfib.com/content/nfib-in-my-state/virginia/ppp-va/
https://tax.wv.gov/Individuals/Pages/CoronavirusAidReliefAndEconomicSecurityAct.aspx
https://www.revenue.wi.gov/Pages/TaxPro/2021/news-2021-CAA-Impact.aspx

