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Individual Tax Provisions
• Economic Impact Payments
• Retirement Plan Provisions
• Charitable Contributions
• Business Loss Limitation

Business Tax Provisions
• PPP Loan Forgiveness 
• Employee Retention Tax Credit
• Delay of Payment of Employer Payroll Taxes
• NOL Carryback Period Expanded
• Section 163(j) Amended 
• Technical Correction to QIP
• Disaster Losses and Relief 

Today’s 
Discussion
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Employer Tax Provisions
Individual Tax Provisions
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Economic Impact Payments
• FAQs Available. https://www.irs.gov/coronavirus/economic-impact-

payment-information-center

• IRS Clarifies Who Qualifies. The IRS has provided clarification on who 
qualifies for Economic Impact Payments:
o Deceased individuals do not qualify if the individual passed away prior to the 

receipt of the payment

o Qualifying resident aliens with a valid SSN will only qualify if they are a 
qualifying resident alien during 2020 and cannot be claimed as a dependent

o Individuals who are incarcerated do not qualify

• Repayments. FAQs provide guidance on how repayments can be made.

• FAQ Caution. Unpublished FAQs are not authoritative and should not be 
relied upon. Instead, they provide insight into what position the IRS may 
choose to take. Some of the FAQs related to the Economic Impact 
Payments take a much more restrictive position than is written into the 
CARES Act.

https://www.irs.gov/coronavirus/economic-impact-payment-information-center
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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• Individual may also re-contribute the amount withdrawn during the 3-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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Retirement Plan Provisions 

• Guidance. The IRS plans to issue guidance in the near future, and 
anticipates that the guidance will apply the same principals that applies 
to distributions and loans after Hurricane Katrina, found in Notice 2005-
92. This guidance generally lays out the logistics for how income should 
be reported, and who is considered a qualified individual.

• FAQs Available. The IRS released FAQs on coronavirus related relief 
for retirement plans and IRAs, which can be found here: 
https://www.irs.gov/newsroom/coronavirus-related-relief-for-retirement-
plans-and-iras-questions-and-answers

https://www.irs.gov/newsroom/coronavirus-related-relief-for-retirement-plans-and-iras-questions-and-answers
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Retirement Plan FAQs 

• Is it optional for employers to adopt the distribution and loan rules?

Yes. An employer is able to choose whether, and to what extent, they 
want to amend a plan to provide for coronavirus related distributions 
and/or loans.

If an employer does not amend the plan, or does not otherwise treat a 
distribution as coronavirus-related, a qualified individual may still treat 
the distribution as a coronavirus-related distribution on the individual’s 
return, so long as the distribution meets the requirements.
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Retirement Plan FAQs 

• May a plan administrator rely on an individual’s certification that 
the individual is eligible to receive a coronavirus-related 
distribution?

Yes. Individuals self-certify that they meet the definition of a qualified 
individual, unless the plan administrator has actual knowledge that the 
individual does not qualify.
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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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Excess Business Loss 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

o Made two technical corrections: 

 Clarified that W-2 wages are not considered business income for the EBL 
calculation; and 

 Clarified that capital gains, but not losses, that are attributable to a trade or 
business are only taken into account to the extent of a taxpayer’s overall 
capital gain net income
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• In General. Low stock market prices and interest rates have created 
some individual and estate planning opportunities. 

• Roth IRA Conversions. A decrease in stock values means that the 
amount of income that would need to be recognized is lower, thus 
lowering the tax. 

• Related Party Loans. The historically low AFRs creates an 
opportunity to take advantage of related party loans and other estate 
“freeze” strategies. Also consider adjusting the interest rate on 
existing loans.

• Grantor Retained Annuity Trusts. The Section 7520 rate is 0.8% 
for May and 0.6% for June, which makes planning with a GRAT, or 
similar trusts, more attractive.

Planning Opportunities
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Employer Tax Provisions
Business Tax Provisions
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PPP Loan Expenses Non-Deductible 

• IRS issued Notice 2020-32 stating no deduction is allowed for an 
expense that is otherwise deductible if the payment of the expense 
results in forgiveness of a covered loan pursuant to section 1106(b) of 
the CARES Act

• The CARES Act makes loan forgiveness non-taxable but is silent on 
the deductibility of expenses

• The net result likely puts taxpayers in the same position as if the 
forgiveness was taxable 

• We may (hopefully) see a legislative change 
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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

• Businesses receiving a PPP loan are not eligible for the credit  

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



18

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 eligible 
until they receive approval for loan forgiveness
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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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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)
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Accelerating Disaster Losses

• Certain deductible financial losses caused by Federally declared 
disasters (COVID-19) may be accelerated to the 2019 tax return

• What qualifies:
o Abandoned leaseholds
o Capitalized costs from abandoned business deals
o Contract termination payments
o Prepaid expenses that will not be refunded

• What does not qualify:
o Declines in FMV
o Lost revenue
o Goodwill impairment 
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Qualified Disaster Relief Payments 

• Exclusion from gross income for amounts received by taxpayers that 
are “qualified disaster relief payments”

• Employers can make tax-free payments to employees that are 
deductible to employers

• Qualifying expenses:
o Medical expenses not compensated for by insurance
o Over the counter medicine and hand sanitizer
o Funeral costs
o Costs associated with enabling an employee to work from home
o Cost of childcare or tutoring

• Payment of wages, or disguised wages will not count
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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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