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Summary

COVID-19 Pandemic resulted in 3 major pieces of 
legislation:
•Coronavirus Aid, Relief, and Economic Security (CARES) Act

•Passed Congress and signed into law on March 27,        
2020

• Families First Coronavirus Response Act
•Passed Congress and signed into law on March 18, 
2020

•SBA Economic Injury  Disaster Loan Program (EIDL)



3

CARES Act
Coronavirus Aid, Relief, and Economic Security 
(CARES) Act

•Approx. $2.2 Trillion Program designed to provide aid to 
the COVID-19 Pandemic and Stabilize the Economy.
•Notable Provisions

•Paycheck Protection Program
•Delayed Payment of Employer Payroll Taxes
•Economic Stabilization and Assistance to Severely 
Distressed Sectors
•Employee Retention Credits 
•Income Tax Provisions
•Other Topics



• Paycheck Protection Program
o Provides loans to eligible businesses to cover 

payroll costs between February 15, 2020 and June 
30, 2020. 

o Eligible employers include proprietary and non-
profit employers with the greater of (i) up to 500 
employees or (ii) the number set by the Small 
Business Administration (SBA) for borrowers 
operating in a particular industry.
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Paycheck Protection Program



• Paycheck Protection Program
o The maximum loan amount is the lesser of 2.5 times the 

average monthly payroll or $10 million and certain 
eligible costs can be forgiven. 

o Loan proceeds can be used for payroll costs (up to 
$100k per employee, health care benefits, regular paid 
leave), interest on debt, rent and utilities.

o The maximum loan amount is the lesser of 2.5 times the 
average monthly payroll or $10 million.

o Eligible for loan forgiveness.  Forgiveness will be 
reduced for businesses that fire employees or cut their 
salary.
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Paycheck Protection Program



• Payment of Employer Payroll Tax
o Employer responsible for 6.2% Social Security Tax 

and 1.45% Medicare Tax on wages paid.
o Employer Social Security payments for payroll 

between March 27, 2020 and December 31, 2020 
can be deferred. 

o 50% of the aggregate amount deferred will be due on 
December 31, 2021 and the remainder will be due on 
December 31, 2022. 

o Deferral will not apply to those with small business 
loan debt that is forgiven under the bill.
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Delayed Payment of Employer
Payroll Tax



• Several sectors of the economy have become 
severely distressed as a result of the COVID-
19 pandemic. 

• Loans are to be made available to sectors 
which the Secretary of the Treasury deems to 
be severely distressed. 

• Additional details on eligible sections and the 
loan application process will be announced 
shortly. 
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Economic Stabilization and Assistance



• Program to provide incentive for employers in 
distressed industries to continue paying 
employees.

• The credit will be a 50% credit against 
employer FICA match, up to $10,000 per 
quarter, for eligible wages paid after March 12, 
2020 and before January 1, 2021.
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Employee Retention Credits



• Eligible employers include 
– (a) those employers who carried on a trade or 

business during calendar year 2020 and 
– (b) operations were fully or partially suspended due 

to government order or whose operations 
experienced a significant decline in revenue.

• Employers may NOT receive credit if they receive a 
loan under Paycheck Protection Program.
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Employee Retention Credits



• Net Operating Losses (NOL’s)
o 2018, 2019, and 2020 NOL’s can be carried back 5 

years too receive refunds. Prior law had eliminated 
two-year carryback.

o 100% of NOL’s can now offset income.  Prior law 
restricted the deduction to 80% of taxable income. 
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Income Tax Provisions



• Net Operating Losses (continued)
o Taxpayers can deduct all business losses 

from pass-through entities (LLCs, LLP, S-
Corporations) or Sole Proprietorships for tax 
years 2018, 2019, and 2020. 

o These losses were previously capped at 
$500,000 for married filing jointly and 
$250,000 for non-joint filers. 
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Income Tax Provisions



• Business interest expense
o can now be deducted to the extent of:

• Business interest income plus 
• 50% of Earrings Before Interest, Taxes, Depreciation, 

and Amortization (EBITDA). 
o This deduction was previously limited to 

business interest income plus 30% of EBITDA. 
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Income Tax Provisions



• For 2020 Required Minimum Distributions have 
been suspended. 

• Plan participants can take up to $100,000 for 
COVID-19 related impacts (job loss, medical 
costs, etc.) without the 10% penalty. Still 
subject to taxes. Distribution will be taxed over 
a 3 year period if elected.

• Alternatively, participant loan maximum is 
increased to $100,000 but must be COVID-19 
related.
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Other Topics: 401(k) Plans



• Qualified individuals can receive an additional 
$600 per week above the state’s 
Unemployment Insurance Program weekly 
benefit.

• Extra unemployment payment lasts for 4 
months of payments.

• Additional payments expire on December 31, 
2020. 

14

Other Topics: Unemployment Benefits
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Families First Act
Families First Coronavirus Response Act

•Eligibility
•Paid Sick Leave

•Employee provision
•Employer provision

• Child Care Credit
•Employee provision
•Employer provision

•Stimulus Payment



• The provisions of the Families First Act are restricted to 
Eligible Employers:
– An eligible employer is defined as a business (for 

profit or tax exempt) with fewer than 500 employees. 
– An exemption is made for small businesses with less 

than 50 employees where granting the leave would 
jeopardize the businesses ability to continue as a 
going concern. 

– The department of labor is anticipated to provide 
additional guidance on how to apply this exemption.
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Eligibility



• Employees who are quarantined and/or 
experiencing COVID-19 symptoms can receive
– 2 weeks (80 hours) of paid sick leave 
– At 100% of the employee’s pay. 
– Provisions are based on Full Time Employees and 

are prorated for part time staff.
– Paid leave does not carry forward to the next year 

and is in addition to any paid sick leave already 
granted by the employer.
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Paid Sick Leave



• The Employer can claim a refundable credit
– Based upon the employee’s regular rate of pay. 
– Up to a maximum of $511 per day or $5,110 in the 

aggregate for the 10 day period.
– Under the guidance from the IRS, the employers 

can claim the credit against the employer’s portion 
of the payroll taxes paid. 

– Additional guidance on the filing procedure required 
to claim the credits is due to be released next 
week.
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Paid Sick Leave



• An employee who is 
– (a) caring for someone subject to quarantine or 
– (b) caring for a child whose school is closed 
– Are entitled to up to 2 weeks (80 hours) of sick 

leave at 2/3 of the employee’s pay
– Provisions are based on Full Time Employees and 

are prorated for part time staff.
– Employee can use Family Medical Leave Act time 

after completion of the child care leave. 
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Child Care Leave



• The Employer can claim a refundable credit
– Based upon 2/3 of the employee’s regular rate of 

pay. 
– Up to a maximum of $200 per day or $2,000 in the 

aggregate for the 10 day period.
– Under the guidance from the IRS, the employers 

can claim the credit against the employer’s portion 
of the payroll taxes paid. 

– Additional guidance on the filing procedure required 
to claim the credits is due to be released next 
week.
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Child Care Leave



• The Families First Act provides for Stimulus 
Payments of:
– $1,200 per person
– $2,400 per married couple
– $500 additional per child

• The payments are subject to income thresholds as 
calculated by the last tax filing on record (either 
2018 or 2019).

• Payments will be reconciled on individual’s 2020 
tax returns. 
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Stimulus Payments



• The payments are subject to an income 
threshold based on adjusted gross income 
(AGI).

• For fliers in the partial payment bracket, the 
stimulus check is reduced by $5 for every $100 
in AGI.
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Stimulus Payments

Filing Status Full Payment Partial Payment No Payment
Single < $75,000 $75,000 -

$99,000
$99,000 > 

Married Filing 
Jointly

< $150,000 $150,000 -
$198,000

$198,000 > 
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SBA EIDL
Small Business Administration (SBA) Economic Injury 
Disaster Loan (EIDL) Program

•Low interest loans directly from SBA and funded 
via US Treasury.
•Available in federally declared disaster areas.
•Program’s goal is to provide relief from economic 
injury caused by the disaster. 
•Not intended for expansion or to replace lost 
revenue.
•No cost to apply and no obligation to accept the 
loan if offered.
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SBA EIDL
• SBA determines eligibility as a “Small business” 

by NACIS Code. Link to SBA Document on 
NACIS Codes

https://www.sba.gov/document/support--table-
size-standards

• Agricultural Enterprises, Religious Organizations, 
Charities, Gambling entities, Casinos, and 
Racetracks are not eligible.
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SBA EIDL
• Loans granted up to $2 Million based on size of 

business and working capital needs.
• Interest Rates:

• 3.75% for proprietary operations
• 2.75% for non profit operations

• Term up to 30 years
• Loans of $25,000 or more require collateral.

• Real Estate and Personal Guarantee are 
eligible forms of collateral

• More Info: https://disasterloan.sba.gov/ela 
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Thank You

Questions?
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Wayne Robinson, CPA
HMM, CPAs LLP

Office: (631) 265-6289
E-Mail: wrobinson@horanmm.com

www.horanmm.com

HMM’s Tax Partners

Suzanne Breit, CPA
HMM, CPAs LLP

Office: (631) 265-6289
E-Mail: sbreit@horanmm.com

www.horanmm.com
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