CARES ACT AT A GLANCE
EMPLOYEE RETENTION CREDIT FOR EMPLOYERS subject to closure due to

INDIVIDUAL TAX CREDIT/REBATE. All US residents who are not dependents of

COVID-19. Refundable payroll tax credit for 50% of qualified wages paid from March

another and have a valid Social Security number, are eligible for a $1,200 rebate

13, 2020 through December 31, 2020 for employers whose (i) operations were fully or

($2,400 for married couples). There is an additional rebate of $500 per child. The

partially suspended due to a COVID-19 related shut-down order, or (ii) gross receipts

rebate phases out beginning at AGI of $75,000 for single taxpayers, $150,000 for

declined by more than 50% when compared to the same quarter in the prior year.

married taxpayers, and $112,500 for head of household taxpayers. The reduction

The amount of qualified wages depends on whether the employer has more than

is $5 for each $100 of adjusted gross income (AGI) over the relevant threshold.

100 FTEs; the amount is larger for employers with 100 or fewer employees. The

Payments will be based on 2019 tax returns if filed, or 2018 tax returns if 2019 is not

credit is capped at the first $10K of compensation (including health benefits) paid to

filed yet.

employees, and no credit can be claimed if a covered loan is obtained under the PPP,
SPECIAL RULES FOR RETIREMENT ACCOUNTS. The 10% early withdrawal penalty

i.e., the forgiveable-loan program described below.

is waived for distributions on or after January 1, 2020 for coronavirus-related
EMPLOYER PAYROLL TAX DEFERRAL. Employers and self-employed individuals

purposes. The distributions will be taxed over a three-year period and the amount

can defer payment of the employer’s share (6.2%) of the Social Security payroll tax,

can be recontributed to an eligible retirement plan during that time without regard

but the deferred amount must be repaid in equal installments by December 31, 2021

TEMPORARY MODIFICATION OF §163(J) INTEREST DEDUCTION LIMITATION.

to the contribution limits at that time. Also, loan limits from certain retirement plans

and December 31, 2022. This benefit is not available if any debt is forgiven under the

This provision increases taxpayer’s permitted interest deduction by increasing the

are increased for coronavirus-related relief.

PPP.

30%-of-ATI limitation to 50% (with adjustments) for 2019 and 2020 (with special rules
for partnerships 2019). Also, taxpayers elect to use their 2019 ATI in the 2020 tax

RMD RULES TEMPORARILY WAIVED. The required minimum distribution (RMD)

NET OPERATING LOSSES. The Act allows for NOLs arising in tax years 2018, 2019,

year, which will increase their limitation assuming there is less taxable income in

rules for certain defined-benefit contribution plans and IRAs are waived for the 2020

or 2020 to be carried back 5 years, which is favorable because it allows carrybacks

2020.

calendar year.

be applied against the 2017 one-time repatriation tax on offshore income. It also

TECHNICAL AMENDMENT REGARDING QUALIFIED IMPROVEMENT PROPERTY.

ABOVE-THE-LINE CHARITABLE DEDUCTION. For 2020, taxpayers are entitled

removes the 80% of taxable income limitation, retroactively, so that NOLs can fully

Qualified improvement property (QIP) is any improvement to the interior of a non-

to a deduction of up to $300 for cash contributions to churches and charitable

offset taxable income in 2018, 2019, and 2020, regardless of the year in which they

residential building after the building was placed in service, other than elevators,

organizations, but only if they take the standard deduction.

arose; however, in 2021, the 80% rule goes back into effect, including for tax years

escalators, building enlargements or changes to the building’s internal structural

2018 through 2020. The Act does not change the rules for capital losses, which can

framework. It has a recovery period of 15 years for general depreciation, and is

INCREASED INCOME LIMITATION ON CHARITABLE CONTRIBUTIONS. Currently,

be carried back three years and forward five years.

eligible for bonus depreciation. If the alternative depreciation system (ADS) is used,

charitable deductions are limited to 50% of an individual’s AGI. This limit can be

because the real property business elected out of §163(j), for example, then QIP has

suspended for certain cash contributions made in 2020 if an election is made. For

MODIFICATION OF §461(l) EXCESS BUSINESS LOSS RULES. The provision

a 20-year recovery period and is not eligible for bonus depreciation. The bill would

corporations making certain cash contributions in 2020, the 10% limit generally is

modifies various aspects of the excess business loss (EBL) limitation applicable to

fix this retroactively so that businesses, especially in the hospitality industry, will be

increased to 25%.

pass-through businesses and sole proprietors, so they can utilize losses sooner.

able to utilize bonus depreciation and write off immediately costs associated with

Specifically, it repeals the EBL limitation for tax years 2018 through 2020.

improving facilities instead of having to depreciate them over a 39-year period.

to 2017 and earlier when the top corporate tax rate was 35%. The carrybacks cannot

EXCLUSION FROM INCOME OF EMPLOYER PAYMENTS OF STUDENT LOANS. For
2020, employers may contribute up to $5,250 toward an employee’s student loan and

REFUNDS FOR AMT CREDITS. Since the repeal of the corporate AMT, carryover AMT

TEMPORARY EXCEPTION from excise tax for alcohol used to produce hand sanitizer.

the payment will not be taxable to the employee. The cap applies to this new student-

credits currently are refundable over several years, with the balance fully refundable

The provision waives in calendar year 2020 the federal excise tax on any distilled

loan repayment benefit as well as other educational assistance.

in 2021. This provision accelerates the recovery time, enabling C corporation to

spirits used for or contained in certain FDA-compliant hand sanitizers.

obtain a refund of 50% in 2018 and the balance in 2019, unless the taxpayer elects to
claim the entire refundable credit in 2018. This is also helpful for a corporation that
lost its AMT credits because it went out of business; now it can file for a quick refund
to claim all of the credits in 2018 or 2019.
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