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Individual Tax Provisions
• Individual Stimulus Payments
• Retirement Plan Provisions
• Charitable Contributions
• Business Loss Limitation
• Student Loans

Business Tax Provisions
• Employee Retention Tax Credit
• Delay of Payment of Employer Payroll Taxes
• NOL Carryback Period Expanded
• Increase in 163(j) limitation 
• Corporate AMT Credit Refundable
• Technical Correction to QIP
• Temporary Exception from Alcohol Excise Tax

Today’s 
Discussion
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Employer Tax ProvisionsCARES Act 

Individual Tax Provisions
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Individual Stimulus Payments
• Amount: $1,200/adult ($2,400/married couples) with an additional $500/child

• Who is eligible: Full amount available for single filers who make $75,000 or 
less ($150,000 or less for married filing jointly). Phases out for single filers who 
make more than $99,000 ($198,000 for married filing jointly) – phase out 
amount increases for each dependent child under age 17. 

• How payments made: direct deposits will be made for all taxpayers who have 
previously provided bank information; IRS will provide more information on how 
to provide bank information for direct deposit if they do not want a check

• How it will be calculated: IRS will first look to 2019 tax returns, if filed. Then 
2018 returns, if filed. Then will look to Social Security statements.
o For clients who have not yet filed 2019, we should assess whether the 2018 or 2019 

returns will provide a larger payment (if any)
o The CARES Act does not have any provision requiring an individual to pay back 

excess credit amounts with their 2020 return, or to include the excess in income
o If someone does not qualify based on 2018 or 2019, but 2020‘s income is down, then 

they will need to wait until they file their 2020 return to claim the credit

• Visit www.irs.gov/coronavirus for more information

http://www.irs.gov/coronavirus
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Retirement Plan Provisions 

• Penalty Waiver. Waiver of 10% penalty for withdrawals up to $100,000 
made during calendar year 2020. 

• To qualify for the waiver, the individual must meet the definition of a 
“Qualified Individual”:
o Is diagnosed with SARS-CoV-2 or with Coronavirus (COVID-19); 
o Has a spouse or dependent who is diagnosed with the virus; or
o Self certifies to the plan’s administrator that the individual as experiencing 

adverse financial consequences as a result of being quarantined, 
furloughed, or laid off, having to close a business owned, receiving reduced 
work hours, unable to work due to lack of child care, or other factors 
determined by the Secretary of the Treasury.

• Withdrawal may be included in income over a 3-year period 
• Individual may also re-contribute the amount withdrawn during the 3-

year period without regard to contribution limits
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Retirement Plan Provisions 

• Increase to Loan Limitations. Qualified Individuals are able to take out 
a loan up to $100,000 or 100% of the balance of the retirement plan (this 
is an increase from $50,000 or 50% of the balance for ordinary loans)

• 2020 RMD Waived. The 2020 required minimum distribution has been 
waived for the following plans: 
o Individual retirement plans (including inherited IRAs) 

o Defined contribution plans under IRC §§ 403(a) and 403(b); and 

o Defined contribution plans under IRC § 457(b) (provided the employer of the 
§ 457(b) plan is a state or an agency, instrumentality, or subdivision of a 
state)

• Note: For inherited IRAs that must be distributed over a 5-year period, 
2020 does not factor into that 5-year period
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Charitable Contributions

• AGI Limit Increase. Increase of individual AGI limitations to 100% of AGI 
for cash contributions made during calendar year 2020
o Must be made to an IRC § 501(c)(3) organization, with the exception of:

 Supporting organizations under § 509(a)(3); and
 Donor advised funds

o Individuals will need to elect to have this provision apply

o Contributions exceeding 100% of AGI will be carried forward for up to 5 years

• Above-the-Line Deduction. New $300 above-the-line deduction for 
individuals that do not itemize
o Contributions must be cash and cannot be made to supporting organizations 

or donor advised funds
o NOTE: This is a permanent provision, effective for tax years beginning after 

December 31, 2019
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Charitable Contributions

• Corporate Limit Increase. Increase of corporate charitable 
contribution limitation to 25% of taxable income
o Excess contributions carried forward for up to five years

o Contributions must be cash and made during calendar year 2020 to an 
IRC § 501(c)(3) organization that is not a supporting organization or a 
donor advised fund

• Food Inventory Limit Increase. Increase to charitable 
contribution limitation for a donation of food inventory by a 
business:
o For C corporations, it is 25% of taxable income

o For all other businesses, it is 25% of the aggregate net income of all 
businesses that make a donation of food inventory
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Business Loan Limitation

• Background. The Tax Cuts and Jobs Act of 2017 (TCJA) added a 
limitation on business losses, requiring business losses in excess of 
$250,000 for single filers and $500,000 for married filers to be carried 
forward as part of a net operating loss

• CARES Act Changes.
o Eliminated the limitation for farm losses for tax years beginning after 

December 31, 2017 and before January 1, 2026
o Eliminated the limitation for all other business losses of noncorporate 

taxpayers for tax years beginning after December 31, 2017 and before 
January 1, 2021

• Planning Opportunity. The elimination of this business loss limitation 
allows taxpayers to amend their 2018 (and 2019, if filed) income tax 
returns if their business losses were limited



11

Student Loans 

• Employer Payments of Student Loans. Employers may now make 
payments on employee student loans, up to $5,250, and the payment 
will be excluded from the employee’s income if the payment is made 
before January 1, 2021
o Expanded IRC § 127, which allows employers to pay for qualified 

education expenses of employees

• Suspension of Student Loan Payments. All Federal student loan 
payments are suspended until September 30, 2020 
o No interest will accrue during this time
o Suspended months still count as paid months for purposes of loan 

forgiveness programs and loan rehabilitation programs
o Does not apply to private student loans, Perkins loans, or Federal Family 

Education Loans
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Employee Retention Tax Credits 

• One year only credit against the employer’s 6.2% share of Social 
Security payroll taxes

• A business qualifies if:
o Business operations were fully or partially suspended during any calendar 

quarter during 2020 due to order from a government authority resulting 
from COVID-19

o The business remained open but gross receipts for the quarter were less 
than 50% of what they were for the same quarter in 2019
 Business would be entitled to a credit for each quarter until the business has a 

quarter where revenue exceeds 80% of the same quarter in the previous year 

• For each eligible quarter, the business will receive a credit against SS 
payroll taxes equal to 50% of qualified wages, ending 12/31/2020



14

Employee Retention Tax Credits 

• Qualified Wages:
o Businesses greater than 100 employee in 2019:

 Qualified wages are limited only to those wages that were paid by the 
employer during the quarter for the period the business was not operating

o Businesses with less than 100 employees in 2019
 Qualified wages also include wages paid for each quarter that the business 

has suffered a decline in revenue discussed on the previous slide 
o Qualified wages for EACH employee for ALL quarters may not exceed 

$10,000
o Includes amounts paid to maintain a group health plan 
o Wages considered for the FFCRA tax credits are not qualified wages for 

the retention tax credit 

• Credits are refundable to the extent they exceed the payroll liability for 
the quarter 

• Employers taking out a payroll protection payment loan are not eligible 
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Employee Retention Tax Credits 

• Qualified Wages may not exceed the amount such employee 
would have been paid for working an equivalent duration the 30 
days immediately preceding such period

• Applies to wages paid after 3/12/2020 and before 1/1/2021
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Delay of Payment of Payroll Taxes

• Employer payroll taxes (6.2% social security tax) from the date of 
enactment of the law through the end of the year are deferred 

• March 27, 2020 – December 31, 2020

• The tax will be paid 50% on 12/31/2021 and 50% on 12/31/2022

• Self-employed taxpayers can defer paying 50% of their SE tax for 
the same period, with 25% due at the end of 2021, and 25% due at 
the end of 2022

• Employers taking out a payroll protection payment loan are not 
eligible (only if a portion is forgiven)
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Delay of Payment of Payroll Taxes

• Professional Employer Organizations
o If customer directs the organization to defer payment of applicable 

employment taxes, the customer is responsible for payment in 2021 & 2022

• Coordination with Payroll Retention Credit

o Total payroll withholding for quarter - $10,000
o Employer side of payroll - $3,000
o Currently due - $7,000
o Payroll Retention Credit for quarter - $8,000
o Entitled to a $1,000 refund 
o $1,500 due 12/31/2021, and $1,500 due 12/31/2022
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NOL Carryback Period Expanded

• Taxpayers may elect to carry-back NOLs 5 years

• 5-year elective carryback applies to taxable years beginning after 
12/31/17 and before 1/1/2021

o Generally 2018, 2019, and 2020 tax years

• Taxpayers may elect to forego the entire 5-year carryback with 
respect to a specific year’s NOL
o Irrevocable once made 

• The 80% limitation on NOL deductions is suspended for losses 
generated in 2018, 2019, and 2020

• Special rules apply to NOL carrybacks to years were a taxpayer 
had GILTI income 
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Section 163(j) Amended 

• For taxable years beginning in 2019 and 2020 taxpayers, except 
for partnerships, from 30% to 50% of ATI
o Taxpayers may elect to use 30%

• For taxable years beginning in 2020, a taxpayer may elect to use 
its 2019 ATI for purposes of computing its 2020 §163(j) limitation 
o This should benefit taxpayers facing reduced 2020 earnings

• For partnerships, the increase to 50% of ATI applies only to years 
beginning in 2020

• However, if a partner is allocated excess business interest expense 
in 2019, they may deduct 50% of that excess business interest in 
2020 with the remainder subject to the same limits 
o Example: Partner is allocated $10,000 of excess business interest 

expense in 2019, the partner may deduct $5,000 of that interest in 
2020, and the remaining $5,000 will be subject to the normal limits
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Corporate AMT Credit Refundable

• Under the TCJA, the corporate AMT credit was refundable over a 
series of years with the remainder recoverable in 2021

• The refundable AMT tax credit will be completely refunded for 
taxable years beginning after 12/31/18

• Taxpayer may also elect to take the full credit for tax years 
beginning after 12/31/17
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Technical Correction to QIP

• What is Qualified Improvement Property (QIP)?
o Internal, non-structural improvements to property, made after the 

building is placed in service 

• QIP now has a 15-year life and is eligible for bonus depreciation

• Fix is in place retroactive to 2018 

• What to do for 2018 returns, or 2019 if filed?

o Amend
o File a method change (Form 3115)



22

Temporary Exception to Alcohol Excise Tax

• Federal excise tax on liquor products at $13.50 per proof gallon, or 
$2.70 for small distilleries 

• A proof gallon is a gallon of 100 proof (or 50% alcohol) content liquor 

• Distilleries and breweries alike in response to the COVID-19 
pandemic are now shifting their production process from making 
distilled spirits for consumption, to creating hand sanitizer

• The Center for Disease Control and Prevention states that hand 
sanitizer must contain at least 60% alcohol content to be effective 
against COVID-19

• Distilled spirits used after December 31, 2019 but before January 1, 
2021 will not be subject to the federal excise tax if the spirits are used 
or contained in hand sanitizer produced and distributed under the 
regulations provided by the Food and Drug Administration (“FDA”) 
due to COVID-19 
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Key Resources 

IRS Resources: 
https://www.irs.gov/newsroom/filing-and-payment-deadlines-questions-
and-answers

www.irs.gov/coronavirus

Department of Labor resources:
https://www.dol.gov/agencies/whd/pandemic/ffcra-employee-paid-leave
https://www.dol.gov/agencies/whd/pandemic/ffcra-questions

HBK Website:
www.hbkcpa.com/covid

https://www.irs.gov/newsroom/filing-and-payment-deadlines-questions-and-answers
http://www.irs.gov/coronavirus
https://www.dol.gov/agencies/whd/pandemic/ffcra-employee-paid-leave
https://www.dol.gov/agencies/whd/pandemic/ffcra-questions
http://www.hbkcpa.com/covid
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Questions
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Thank You for Participating

Stay Well! 
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Hill, Barth & King, LLC (“HBK”) is a multidisciplinary financial services firm, offering the collective intelligence of hundreds of 
professionals committed to delivering exceptional client service across a wide range of tax, accounting, audit, business advisory, 
valuation, financial planning, wealth management and support services.

Copyright © 2020 Hill, Barth & King, LLC. All rights reserved.

This Presentation contains general information only, and HBK is not providing through this presentation accounting, tax, business, 
financial, investment, legal or other professional services or advice. This presentation is not a substitute for professional services or 
advice, and it must not be used as a basis for any decision or action that may affect you or your business. Please consult a qualified 
business advisor before making any decision or taking any action that may affect your business. HBK shall not be responsible for 
any loss sustained by any person who relies on this presentation.
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