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This slide deck contains information on the
provisions of the CARES Act and is the most upto-date as of April 9, 2020.

Changes and additional guidance are being
constantly provided by the IRS. We will keep
you posted on any updates through our email
blasts and resource center. You can also reach
out to your Sax advisor for the most recent
information.
Please visit our Resource Center at
www.saxllp.com for on-going updates, or email
covid19@saxllp.com with questions.
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Our firm provides the information in this webinar
presentation for general guidance only, and does not
constitute the provision of legal advice, tax advice,
accounting services, investment advice, or professional
consulting of any kind.
The information provided herein should not be used as a
substitute for consultation with professional tax, accounting,
legal, or other competent advisers.
Before making any decision or taking any action, you should
consult a professional adviser who has been provided with
all pertinent facts relevant to your particular situation.

SBA Loan Programs for Businesses
On April 2, the Small Business Administration released additional
guidance on the Paycheck Protection Program (PPP) and Economic
Injury Disaster Loans (EIDL) available to businesses for COVID-19
relief.
❑ Visit Sax LLP’s website to watch the recorded presentation that
addressed the following:
– Most recent updates made to the SBA loan programs
– Overview and side-by-side comparison of both loan options
– Loan forgiveness limits and details
– Best practices for appropriately applying for these loans
– Outstanding questions and needed guidance

Today’s Agenda
• Tax Return Due Dates
• CARES Act :
– Individual Tax Provisions
– Business Tax Provisions

• Families First Coronavirus Response Act

Some Items
Thankto
you!
Consider
partnername@saxllp.com

Business Interruption Claims
New Jersey, New York, Massachusetts and Ohio are currently
proposing legislation to require insurance companies to pay business
interruption claims related to COVID-19 through their existing policies.
Business interruption is the temporary close of business operations,
either partially or completely, as the result of a specific event.
What does this mean for your business?
❑ If the legislation passes in your state, you may be entitled to file
a business interruption insurance claim if your business
experienced a loss.
❑ Business interruption insurance indemnifies the insured for
income lost “but for” the event and possibly other expenses
incurred to mitigate the loss.
❑ Business owners will need to calculate the actual loss sustained.

Business Interruption Claims
How can Sax help?
❑ Advise business owners of the documentation needed to
calculate the potential loss
❑ Assist business owners with calculating the potential loss related
to these claims
❑ Discuss calculations with insurance companies and legal
counsel

Tax Return Due Dates
Jurisdiction

2019
Tax Return

2020
Q1 Payment

2020
Q2 Payment

Federal Income Tax

7/15/2020

7/15/2020

7/15/2020

Gift Tax

7/15/2020

New York

7/15/2020

7/15/2020

6/15/2020

New Jersey

7/15/2020

Recovery Rebates for Individuals
How much?
• $1,200 for single / $2,400 for joint
• $500 per qualifying child
– must be the taxpayer's child (including a stepchild, adopted child,
or foster child) or sibling (brother, sister, stepbrother, or
stepsister), or a descendant of the taxpayer’s child or sibling;
– must be under the age of 17 at the end of the tax year;
– must be a U.S. citizen, national, or resident;
– must live with the taxpayer for more than half of the year;
– cannot provide over half of his or her own support for the year;
– must be claimed as the taxpayer’s dependent

Recovery Rebates for Individuals
Ineligible taxpayers:
❑ Non-resident aliens
❑ An estate or trust
❑ Individual who qualifies as another taxpayer’s dependent
❑ Individuals without a valid Social Security number

Recovery Rebates for Individuals
Phase out:
Type of Filer

AGI Threshold

Single

$75,000 - $99,000

Head of Household

$112,500 - $136,500

Joint

$150,000 - $198,000

Once the credit for an eligible individual phases out, the $500
credit for a qualifying child phases out with another $10,000 in
AGI over the threshold.

Recovery Rebates for Individuals
Example:
o A and B are eligible individuals who file a joint return and have
two qualifying children.
o If A and B’s AGI is $150,000 or less, they are entitled to a
$3,400 advance payment ($2,400 for the joint, plus $500 for
each child).
o If A and B’s AGI is at least $218,000, their advance payment
is completely phased out.
o If A and B’s AGI is $205,000, their $2,400 payment is fully
phased out and their dependent rebate is reduced by $350.

Recovery Rebates for Individuals
Additional details:
❑ AGI is measured based on 2019 return filed. If 2019 return is
not filed it is measured on 2018 return. If returns not filed,
then IRS will look at Form SSA-1099 for 2019.
❑ This is an advance credit against your 2020 return. It will be
recalculated based on your 2020 AGI.

Recovery Rebates for Individuals
Additional details:
❑ Rebate will be deposited electronically to the bank account
authorized by taxpayer after 1/1/2018.
❑ If bank information was not provided, the IRS is developing a
web-based portal for individuals to provide their banking
information online. Individuals can receive payments
immediately as opposed to checks in the mail.

Special Rules for Use of Retirement Funds
Premature distribution penalty relief:
❑ Individuals who receive distributions prior to age 59 ½ from
IRAs, qualified plans (e.g. a 401(k) plan), and 403(b) plans
are subject to an additional 10% penalty on the taxable
amount received unless exceptions are met.
❑ Penalty waiver for first $100,000 of coronavirus-related
distribution.
❑ A coronavirus-related distribution is any distribution made
between 1/1/2020 to 12/31/2020 from an eligible retirement
plan made to a qualified individual.

Special Rules for Use of Retirement Funds
A qualified individual is:
❑ Who is diagnosed with the virus SARS-CoV-2 or with
coronavirus disease 2019 (COVID-19) by a test approved by
the Centers for Disease Control and Prevention (CDC), or

❑ Whose spouse or dependent is diagnosed with such virus or
disease, or

Special Rules for Use of Retirement Funds
A qualified individual is:
❑ Who experiences “adverse financial consequences” as a
result of :
‾
‾
‾
‾
‾

being quarantined
being furloughed or laid off or having work hours reduced
due to such virus or disease,
being unable to work due to lack of child care due to such
virus or disease,
closing or reducing hours of a business owned or operated
by the individual due to such virus or disease, or
other factors as determined by the Secretary of the Treasury.

Special Rules for Use of Retirement Funds

❑ The administrator of an eligible retirement plan may rely on an
employee's certification that the employee satisfies any of 3
conditions above in determining whether any distribution is a
coronavirus-related distribution.
❑ General withholding requirement do not apply to coronavirus
related distributions.

Special Rules for Use of Retirement Funds
Repayment of distributions:
❑ Taxpayers that receive a coronavirus-related distribution have
3 years to repay the distribution to an IRA or other eligible
retirement plan.
❑ If taxpayer chooses not to repay it, it is treated as income
ratably over the next 3 years beginning the year of distribution.
Taxpayer can elect out and report everything in year 1.

Special Rules for Use of Retirement Funds
Retirement plan loans:
❑ Normally an employee cannot borrow more than the lesser of
50% of their vested account balance or $50,000 from their
employer sponsored retirement plan (not IRAs).

❑ The Act opens a 180-day window (starting with the date of
enactment) that raises the dollar limit to lesser of 100% of the
present value or $100,000.

Special Rules for Use of Retirement Funds
Retirement plan loans:
❑ The Act provides relief for existing retirement plan loan
payments that would come due between 3/27/2020 and
12/31/2020. Employees will have an additional one year to
make those repayments.
❑ There is no requirement that the prior loan be coronavirusrelated.

Temporary Waiver of RMD Rules
Temporary waiver of RMD rules for certain
retirement plans:
❑ Waiver for required minimum distribution (RMD) for 2020 from
defined contribution plans and IRAs.
❑ In general, a retirement plan is required to distribute its assets
within 5 years of the death of the employee. Under the
CARES Act, the 5-year period is determined without regard to
calendar year 2020.

Enhanced Charitable Contributions Deductions
Individuals:
Non-itemizing taxpayer:
above the line deduction of up to $300
Itemizing taxpayer:
Could deduct Qualified Charitable Contributions up to
100% of their 2020 AGI
Qualified Charitable Contributions must be:
1. In the form of cash
2. Made to public charities (excludes donor advised funds
and private foundations)

Enhanced Charitable Contributions Deductions
Businesses:
❑ Limitation for the deduction for food inventory is increased
from 15% to 25% of Taxable income.
❑ Corporations would be permitted to deduct qualified
contributions up to 25% of 2020 taxable income.
✓ Key take away:
– Non-qualified contributions come first and may reduce
the limitation.

Employer Payments of Student Loans
Exclusion for certain employer payments of
student loans:
❑ Exclusion of up to $5,250 of certain employer payments of
employee education loans for payments made from date of
enactment before 1/1/2021.
❑ Loans must be for employees – not spouse or dependent.
❑ To prevent a double benefit, interest related to student loan
repayments for which the above exclusion is allowable, can't
be deducted by the employee on their 1040.

Employee Retention Credit
Details:
❑ Employer allowed a payroll tax credit of an amount equal to
50% of qualified wages each quarter with respect to each
employee.

❑ Maximum annual wages on which credit can be claimed per
employee is $10,000 including health benefits.
❑ Credit is for wages paid or incurred from 3/13/2020 to
12/31/2020.

Employee Retention Credit
How is the credit claimed?
❑ Employers can be immediately reimbursed for the credit by
reducing their required deposits of payroll taxes by the
amount of the credit.
❑ If the employer's employment tax deposits are not sufficient
to cover the credit, the employer may receive an advance
payment from the IRS by submitting Form 7200, Advance
Payment of Employer Credits Due to COVID-19.

Employee Retention Credit
Example:
ABC Co. has 2 employees
‾ Qualified wages: $20,000
‾ Entitled credit: $10,000
‾ Taxes withheld : $8,000
Employer keeps the $8,000 and may file Form 7200 to claim
remaining $2,000.

Employee Retention Credit
Eligible employers:
❑ Any employer who is carrying on a trade or business during
calendar year 2020 and:
▪ Whose operations have been fully or partially suspended
as a result of a government order limiting commerce,
travel, or group meetings; or,
▪ Who have experienced a greater than 50% reduction in
quarterly receipts, measured on a year-over-year basis.

Employee Retention Credit
Eligible employers:
❑ Once the employer's gross receipts go above 80% of a
comparable quarter in 2019, they no longer qualify for the
credit after the end of that quarter.
❑ For non-for profit organizations reduction in gross receipt
requirement does not apply.

Employee Retention Credit
Example:
1st Quarter

2nd Quarter

3rd Quarter

2019 receipts

210,000

230,000

250,000

2020 receipts

100,000

190,000

230,000

% of 2020 receipts to
2019 receipts

48%

83%

92%

Employer is entitled to a retention credit with respect to the
first and second calendar quarters.

Employee Retention Credit
Qualified wages:
# of Employee

Wages

Average FTE
100 or less in 2019

The credit is based on wages paid to all
employees, regardless if they worked or not.

Average FTE
more than 100 in 2019

Credit is allowed only for wages paid to
employees who did not work during the
calendar quarter.

Employee Retention Credit
❑ The credit is not available to employers receiving the
Paycheck Protection Program (PPP) loan.

❑ The credit is not available for an employee for any period for
which the employer is allowed a Work Opportunity Credit.
❑ The amount of qualified wages for which an Eligible Employer
may claim the Employee Retention Credit does not include
the amount of qualified sick and family leave wages for which
the employer received tax credits.

Delay of Payment of Employer Payroll Taxes
❑ Employer and self‐employed individuals could defer payment
of the 6.2% employer share of Social Security taxes on
employee wages.
❑ Deferral period: 3/27/2020 to 12/31/2020.
❑ Payment of taxes deferred :
‾ 50% of the deferral required to be paid by the end of 2021;
‾ Remaining 50% by the end of 2022.

Delay of Payment of Employer Payroll Taxes
❑ Employers, who have indebtedness forgiven under the
Paycheck Protection Program – PPP (Sec. 1106) will not
qualify for this deferral. Awaiting more guidance from IRS on
the mechanics.

❑ Employer is solely liable for the deferred payroll taxes even if
they direct a designated agent or CPEO to defer payment.

Modifications for Net Operating Losses (NOLs)
Prior Law – TCJA

CARES Act

Losses arising in tax years
beginning after 12/31/2017:
• No carryback
• Indefinite carryforward

Losses arising in tax year beginning
after 12/31/2017 and before 1/1/2021:
• May be carried back 5 tax years
• Indefinite carryforward

Losses arising in tax years
beginning after 12/31/2017:
• Limited to 80% of
taxable income

Losses arising in tax year beginning
after 12/31/2017 and before 1/1/2021:
• Allowed up to 100% of taxable
income

*These rules apply to individuals, trusts and estates as well.

Modifications for Net Operating Losses (NOLs)
✓ Key take away:
❑ Losses can be carried back 5 tax years and not 5 calendar
years. So if you have a short year, that is counted as a tax
year.

❑ Tax rates prior to 2017 were higher so carry back may be
beneficial.

Limitation on Losses
Modification of limitation on losses for taxpayers
other than corporations:
Prior Law – TCJA

Losses arising after 12/31/2017
and before 1/1/2026 excess
business loss was not allowed.
Excess business loss – business
income less deduction cannot be
more than $250,000
single/$500,000 joint

CARES Act

Excess business loss suspended
for 2018, 2019 and 2020.
Now the rules will be effective for
years beginning 1/1/2021 to
12/31/2025

Basis limitation, at risk limitations, passive loss rules all still apply.

Credit for Prior Year AMT
Modification of credit for prior year AMT for
corporations:
Prior Law – TCJA

CARES Act

AMT credit can be used to reduce
regular tax liability

Accelerate the years in which the
credit can be claimed:

• 2018 to 2021: Utilize up to 50%
refundable credit; balance
carried over to following year

• 2018: Election can be made to
claim 100% of the AMT credit
(file applications by 12/31/2020)

• 2022: 100% of the remaining
AMT credit is refundable.

• 2019: AMT credit used to
reduce regular tax, 100% of the
balance credit is refundable.

Modifications of Limitation on Business Interest – 163(j)
Prior Law – TCJA

CARES Act

Effective for taxpayer years
beginning after 12/31/2017:

For taxable years beginning in
2019 or 2020:

Business interest expense was
limited to sum of:

Business interest expense
limitation is limited to sum of:

• Interest income
• 30% of your Adjusted taxable
income (ATI)
• Floor plan financing interest

• Interest income
• 50 % of your Adjusted taxable
income (ATI)
• Floor plan financing interest

ATI:
Taxable income

In addition, taxpayer can elect to
use their 2019 ATI to calculate the
2020 limitation.

+ Interest Expense
+Depreciation Expense
+ Amortization Expense

Modifications of Limitation on Business Interest – 163(j)

❑ Taxpayers may elect out of the increase, for any tax year.
Once made, the election can be revoked only with IRS
consent.
❑ For partnerships, the election must be made by the
partnership and can be made only for tax years beginning
in 2020.

Modifications of Limitation on Business Interest

Special rules for Partnerships:
❑ The increase in the limitation to 50% will apply to year
beginning in 2020.
❑ For partnership that don't elect out, any excess business
interest disallowed in 2019 will be treated as follows for the
partner:
1. 50% of the excess business interest will be treated as paid or
accrued by the partner in the first tax year beginning in 2020,
immediately deductible and not subject to Section 163(j) limitation.
2. 50% of the balance of the excess business interest will be subject
to the limitations of Section 163(j). In other words, it will remain
suspended until the partnership allocates excess taxable income
or excess interest income to the partner.

Modifications of Limitation on Business Interest

Example:
Taxable Income : $100,000
Interest expense: $100,000
Depreciation: $50,000
163(j) Limitation

TCJA

CARES Act

Taxable Income

100,000

100,000

(+) Interest expense

100,000

100,000

(+) Depreciation

50,000

50,000

ATI

250,000

250,000

163(j) limitation 30%/50%

75,000

125,000

Interest disallowed

25,000

0

Interest deduction

75,000

100,000

Modifications of Limitation on Business Interest

Example:
If the taxpayer was a partnership in the prior example:
❑ No changes to 2019 return;
❑ In 2020, the partner would be able to deduct first $12,500
(50% of $25,000) without any limitation.
❑ The balance $12,500 of carryover will be subject to the 163(j)
limitation.

Modifications of Limitation on Business Interest
✓ Key take away:
❑ May need to amend returns previously filed with the
limitation (other than 1065s).
❑ May have an impact on 2020 estimates.

Qualified Improvement Property (QIP)
Technical correction to QIP:
Prior Law – TCJA

CARES Act

Effective for taxpayer years
beginning after 12/31/2017:

Effective for taxpayer years
beginning after 12/31/2017:

Qualified Improvement Property

Qualified Improvement Property

• 39 year property
• Not eligible for bonus
depreciation

• 15 year property
• Eligible for bonus depreciation

Qualified Improvement Property (QIP)
Technical correction to QIP:
❑ Qualified improvement property includes any improvement
made by the taxpayer, to a building’s interior which is
nonresidential real property if such improvement was placed
in service after the building itself was placed in service.
❑ However, improvements do not qualify if they are attributable
to:
‾ the enlargement of the building;
‾ any elevator or escalator; or
‾ the internal structural framework of the building.

Qualified Improvement Property (QIP)
Example:
Taxable Income before depreciation: $100,000
Placed QIP in service in 2019 : $300,000
QIP

TCJA

CARES ACT

2019 Taxable Income before 100,000
depreciation

100,000

(-) Depreciation

(7,692)

0

(-) bonus depreciation

0

(300,000)

Taxable Income/(loss)

92,308

(200,000)

Qualified Improvement Property (QIP)
Example:
2014 Tax Return

Original

As Amended

2014 Taxable Income

500,000

500,000

Carryback of loss from 2019

0

(200,000)

Taxable Income

500,000

300,000

Tax Rate

39.6%

39.6%

Tax Due

$198,000

$118,800

Refund

$79,200

Qualified Improvement Property (QIP)
✓Key take away:
❑ Improvements must be done by taxpayer. You cannot
purchase a building, do cost segregation study and break
out assets with shorter life.
❑ File form 3115 and claim bonus depreciation on QIP for 2018
and 2019 in 2019 or amended 2018 return – Awaiting for
IRS guidance
❑ If 2019 was already filed, amend 2019 tax return
❑ If this results in a loss situation there is an opportunity to
carryback NOLs and get refunds

Paycheck Protection Program – Forgiveness

❑ Under the Act, the amount which is forgiven under paycheck
protection program (Sec. 1102) is excluded from gross
income for federal purposes - Sec. 1106

❑ Applies to loan made during 2/15/2020 to 6/30/2020
‾ Need to see how states will treat it

FamiliesThank
First Coronavirus
you!
partnername@saxllp.com
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Act

Employer Credit for Paid Sick Leave

Who can claim?

Employers with less than 500 employees

Which Period?

4/1/2020 to 12/31/2020

How much?
Qualified sick leave

$511 per day if conditions (1)(2)(3) are met /
maximum 10 days
$200 per day if conditions (4)(5)(6) are met /
maximum 10 days

How to claim?

Payroll tax returns-Form 941/Form 7200 for
excess

Employer Credit for Paid Sick Leave
Conditions
(1)

The employee is subject to a federal, state, or local
quarantine or isolation order related to COVID-19

(2)

The employee has been advised by a health care provider to
self-quarantine due to concerns related to COVID-19

(3)

The employee is experiencing symptoms of COVID-19 and
seeking a medical diagnosis

Employer Credit for Paid Sick Leave
Conditions

(4)

The employee is caring for an individual who :
(i) is subject to a federal, state, or local quarantine or isolation
order related to COVID-19, or
(ii) has been advised by a health care provider to selfquarantine due to concerns related to COVID-19

(5)

The employee is caring for his or her son or daughter if the
child’s school or place of care has been closed, or the child
care provider is unavailable, due to COVID-19 precautions

(6)

The employee is experiencing other substantially similar
conditions specified by the Secretary of Health and Human
Services, in consultation with the Treasury and Labor
Secretaries

Employer Credit for Paid Family Leave

Who can claim?

Employers with less than 500 employees

Which Period?

4/1/2020 to 12/31/2020

How much?
Family leave

$200 per day/ maximum $10,000

How to claim?

Payroll tax returns-Form 941/Form 7200 for
excess

Employer Credit for Family Leave
When an employee cannot work or telework, and instead
must care for a son or daughter under the age of 18,
because either:

(1)

The child’s school or place of care has been closed due to a
public health emergency declared for COVID-19

(2)

The child’s care provider is unavailable due to a public health
emergency declared for COVID-19

Employer Credit for Sick Leave and Family Leave
❑ Any wages or compensation required to be paid under the
Emergency Family and Medical Leave Expansion Act and
the Emergency Paid Sick Leave Act are not considered
"wages" for purposes of the employer’s portion of the Social
Security tax.
❑ The credit claimed is included in the employer’s gross
income.
❑ Qualified wages include employer’s share of Medicare taxes
and qualified health plan expenses
❑ Similar credit is available for self-employed individuals

Advance Payment of Employer Credit
Form 7200 –
Advance Payment of
Employer Credit
due to COVID-19

Summary of Payroll Incentives/Credits
Limitation based
on employees

Available if you
receive PPP

Period

Employee retention
credit

No, but definition of
qualified wages is
different based on FTE

No

3/13/2020 to
12/31/2020

Deferral of payroll taxes

No

Awaiting guidance from
IRS on interplay
between PPP &
deferral

3/27/2020 to
12/31/2020

Employer credit for paid
sick leave

Yes, available for
employers with less than
500 employees

Yes, but those wages
are not eligible as
“payroll costs” for
purposes of receiving
loan forgiveness

4/1/2020 to
12/31/2020

Employer credit for
family leave

Yes, available for
employers with less than
500 employees

Yes, but those wages
are not eligible as
“payroll costs” for
purposes of receiving
loan forgiveness

4/1/2020 to
12/31/2020

Thank
you!
Questions & Answers
partnername@saxllp.com

For on-going information:
Visit Sax’s COVID-19 Resource Center
found on Saxllp.com
For additional questions:
Email: Covid19@saxllp.com

