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March 30 2020

To our valued clients and friends,

Fast on the heels of passing the Families First Coronavirus Response Act (a law which
ensures paid sick leave and unemployment benefits for employees affected by the COVID-19
pandemic along with payroll tax credits for affected employers), Congress passed and the
President signed the CARES Act - a massive economic relief package with numerous tax
breaks - on March 27, 2020.

For individuals, the most important form of tax-related relief may be the recovery rebate tax
credits, which are direct payments (sometimes referred to as "stimulus checks") the
government will be making to those with income under a certain level. For businesses, key
tax-related provisions include a payroll tax credit to encourage employee retention, an
extension of the time for paying employment taxes, and a small business loan program with
provisions for converting qualifying loans to grants (which do not have to be repaid).

The following are some key tax provisions of the CARES Act.

CARES Act Tax Relief for Individuals
Direct Payments: Single individuals and joint filers can expect to receive a payment of
$1,200 or $2,400, respectively, plus $500 for each qualifying child. However, the rebate is
reduced (but not below zero) by 5 percent of the amount by which the taxpayer's adjusted
gross income exceeds (1) $150,000 in the case of a joint return, (2) $112,500 in the case of a
head of household, and (3) $75,000 in the case of a single taxpayer or a taxpayer with a filing
status of married filing separately. Rebates will be issued based on 2019 income tax returns,
or 2018 returns for individuals who haven't yet filed in 2019. The rebates are eligible for
electronic disbursement to any account to which the payee authorized, on or after January 1,
2018, the delivery of a refund of taxes or of a federal tax payment, including federal
retirement benefits.

Using Retirement Funds Without Penalty: The CARES Act waives the 10% early
withdrawal penalty for coronavirus-related distributions from retirement plans and provides
the option of recontributing the funds for up to three years after such distributions are made. A
"coronavirus-related distribution" is any distribution from an eligible retirement plan made: (1)
on or after January 1, 2020, and before December 31, 2020, (2) to an individual (i) 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, (ii) whose spouse or dependent
is diagnosed with such virus or disease by such a test, or (iii) 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, the closure or reduction of 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.
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Required Minimum Distribution Rules Waived for 2020: The CARES Act waives the
required minimum distribution rules for 2020 for defined contribution plans, including an
eligible deferred compensation plan, and individual retirement plans.

Above-the-Line-Deduction for Charitable Contributions of Up to $300: Individuals,
whether they itemize deductions or not, can take a deduction of up to $300 for charitable
contributions made during 2020 and the limitations on the amount of charitable contributions
that a taxpayer may take an itemized deduction for are loosened. In addition, the CARES Act
loosens the deduction limitation on contributions of food inventory.

Repayment of Student Loan Debt Excluded from Income: The CARES Act excludes from
income certain student loan debt repaid by an individual's employer. It applies to repayments
made after date of enactment and before 2021.

CARES Act Tax Relief for Businesses

Employee Retention Credit: The CARES Act provides eligible employers a credit against
applicable employment taxes for each calendar quarter equal to 50 percent of the qualified
wages with respect to each employee of the employer for the calendar quarter. The employee
retention credit applies to wages paid after March 12, 2020, and before January 1, 2021. For
purposes of determining the credit, the amount of qualified wages with respect to any
employee which may be taken into account for all calendar quarters is limited to $10,000. An
"eligible employer" is any employer that was carrying on a trade or business during calendar
year 2020, and whose operation is fully or partially suspended during the calendar quarter
due to orders by a government authority due to COVID-19, or for which the calendar quarter
is within a period of "significant decline in gross receipts." A period of significant decline in
gross receipts means a period beginning with the first calendar quarter beginning after
December 31, 2019, for which gross receipts (as defined in Code Sec. 448(c)) for the
calendar quarter are less than 50 percent of gross receipts for the same calendar quarter in
the prior year, and ending with the first calendar quarter in which gross receipts are greater
than 80 percent of the gross receipts for the same calendar quarter in the prior year.

Extension of Time to Pay Employment Taxes: Under the CARES Act, a business can
delay payment of applicable employment taxes for the period beginning on March 27, 2020,
and ending before January 1, 2021 (i.e., the payroll tax deferral period). Generally, under this
provision, an employer will be treated as having timely made all deposits of applicable
employment taxes that would otherwise be required during the payroll tax deferral period if all
such deposits are made not later than the "applicable date," which is defined as (1)
December 31, 2021, with respect to 50 percent of the amounts due, and (2) December 31,
2022, with respect to the remaining amounts. In addition, for self-employed taxpayers, the
payment for 50 percent of the self-employment taxes for the payroll tax deferral period is not
due before the applicable date. For purposes of applying the penalty for underpayment of
estimated income taxes to any tax year which includes any part of the payroll tax deferral
period, 50 percent of the self-employment taxes for the payroll tax deferral period will not be
treated as taxes to which that penalty applies.

Net Operating Losses (NOLs) Can Be Carried Back to Eliminate Prior Year Income:  If
your business has incurred NOLs that you have not gotten the benefit of deducting, the
CARES Act may help as it modifies the limitation on deducting NOLs, as well as the rules
relating to NOL carrybacks. In general, for any NOL arising in a tax year beginning after
December 31, 2017, and before January 1, 2021, such loss is an NOL carryback to each of
the five tax years preceding the tax year of such loss and the provisions limiting the
carrybacks of farming losses do not apply. For tax years beginning after December 31, 2020,
the provision allows the deduction of the sum of the aggregate amount of NOLs arising in tax
years beginning before January 1, 2018, carried to such tax year plus the lesser of (1) the
aggregate amount of NOLs arising in tax years beginning after December 31, 2017, carried
to such year, or (2) 80 percent of the excess (if any) of taxable income computed without
regard to certain deductions over the aggregate amount of NOLs arising in tax years
beginning before January 1, 2018, carried to such year.

Elimination of the Deduction Limitation on Excess Farm and Business Losses: Under
the CARES Act, in the case of a taxpayer other than a corporation, for any tax year beginning
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after December 31, 2017, and before January 1, 2026, the deduction limitation on excess
farm losses of certain taxpayers, does not apply. Further, excess business losses, previously
disallowed for tax years beginning after December 31, 2017, and before January 1, 2026, are
now allowed for tax years beginning after 2017 and before January 1, 2021.

Increase in Deductible Business Interest Expense: For tax years beginning in 2019 or
2020, 50 percent of the taxpayer's adjusted taxable income, rather than 30 percent, is used to
determine the business interest expense limitation. A special rule is provided for partnerships.

Accelerates Ability of Corporations to Recover Prior Year Minimum Tax Liability
Credits: The CARES Act modifies the rules for the minimum tax credit for alternative
minimum tax (AMT) incurred by a corporation in a prior tax year. Under the provision, the
limitation does not apply to a corporation's 2020 and 2021 tax years and the AMT refundable
credit amount is 100 percent, rather than 50 percent, of the amount determined for tax years
beginning in 2019.

Qualified Improvement Property Qualifies as 15-Year and Bonus Depreciation
Property: Congress finally fixed the notorious "retail glitch" in the Tax Cuts and Jobs Act of
2017 (TCJA). Due to a drafting error in that piece of legislation, the 15-year recovery periods
that were available for qualified leasehold improvements, qualified restaurant property, and
qualified retail improvement property (i.e., qualified improvement property) placed in service
before 2018, no longer existed for such property placed in service after 2017. Instead, the
depreciation period was 39 years. The CARES Act fixes this mistake so that such property
now has a 15-year depreciation life and meets the criteria for taking a bonus depreciation
deduction. Because the provision is effective as if it were included in TCJA, we should review
prior returns to see if filing amended returns will result in your business being owed a refund.

Small Business Loans Expanded

The federal government will be allocating funds through the Small Business Administration
(“SBA”) to guarantee loans to small businesses.

Payroll Protection Program (PPP) under the CARES Act

The Paycheck Protection Program (we also believe is referred to as the 7A SBA loan) will
provide nearly $349 billion in loans and loan guarantees for the covered period of February
15, 2020, through June 30, 2020. Note that the use of PPP eliminates the use of SBA
Economic Injury Disaster Loan (EIDL) below.

WHO: It will extend eligibility to companies of 500 employees or less and 501(c)(3)
nonprofits, veterans’ organizations, and tribal small business concerns. Sole-proprietors,
independent contractors, and other self-employed individuals may also participate.

WHAT: Loan Amount: 2.5 times your average monthly payroll costs during the one year
before the date the loan is made, not to exceed $10 million. 10-year loan with an interest rate
of 4.0% or lower. No prepayment penalties.

The loan funds can be used to cover payroll costs; continuation of group health care
benefits; employee salaries, commissions, or similar compensation; mortgage
payments; rent; utilities; and interest on any other debt obligations incurred before the
covered period.
Loan forgiveness is available up to the principal amount  of the financing. Loan
forgiveness would be reduced for employers who lay-off workers or reduce employee
compensation except where employers rehire workers or pay additional wages to
tipped workers. Loan forgiveness is available for payroll costs, mortgage interest, rent,
and utility payments paid within the eight- week period after the loan
disbursement. Forgiven loan amounts will not be included as gross income.
Loan forgiveness reduction. The amount of loan forgiveness will be reduced
proportionally by the reduction in full-time equivalent employees during the “covered
period” of February 15 to June 30, 2020 as compared to February 15, 2019 to June 30,
2019. If by June 30, 2020 you rehire any laid off employees and or restore salaries of
employees that took pay cuts, then the loan forgiveness will not be reduced. For
example, if you had 30 full time equivalent employees in 2019 and have 20 now as of



June 30, the forgiveness will be reduced by one-third. It will be further reduced to the
extent that the employees retained had to take pay cuts of more than 25%.
Additionally, there is no personal guarantee required on any of the loans. They are
100% insured by the Federal Government.

WHEN: Mnuchin said in a press conference that these loans should be available Friday, April
3, 2020.

WHERE: Any FDIC insurance bank or federally insured credit union will be able to provide
these loans. These loans will be SBA loans, but you do not need to go through an SBA bank
or the SBA website to access these loans. We recommend contacting your existing
lenders right away to first confirm that taking any new loans will not jeopardize existing loan
covenants. Your existing lender will be best situated to help you with the new loan process. If
you do not have any existing debt, we recommend contacting your current bank to start the
process. 

HOW: As of today, we don’t know what documentation will be required precisely but be
prepared to have payroll tax returns and payroll reports from 2019 and YTD 2020 available to
calculate your eligibility and the amount of the loan. We recommend that you start getting
your payroll records together and that you get in line as soon as possible for this program so
you are ready when it starts.

Economic Injury Disaster Loans (EIDL)

Another loan option available is the SBA Disaster program which is actively taking
applications at www.sba.gov/disaster

Expansion of the ways the Small Business Administration (SBA) can help small
businesses, including allowing qualified SBA lenders to loan money directly to eligible
customers, but there will be limited funding. Now is the time to call your qualified SBA
lender and begin the process of gathering financial and tax records
The loans are available to small businesses, small agricultural cooperatives, small
aquaculture businesses, and most private nonprofits. The loans come directly through
the SBA, not through banks.
The loans offer working capital loans for payroll, accounts payable, and other bills that
could have been paid had the disaster not occurred; could be used to pay fixed debts
Applicants need to show they have suffered working capital losses due to the
coronavirus disaster.
The SBA will do an internal test to determine eligibility, so applicants do not need to
produce any bank documentation for their application.
95% of the loans previously issued have been for $500,000 or less but can go up to $2
million. The SBA will determine the loan amount

Loans up to $2 million are to be repaid over 30 years at 3.75% fixed rate;
payments deferred over the first 12 months
Must be small business per SBA size standards
Loans > $25,000 require collateral

·How to
apply: https://disasterloan.sba.gov/ela/Information/EIDLLoans;  sba.gov/disaster.

Please contact me if you have any questions about the impact of the new
law on you or your business. As always, the above is intended for general
reference only and is based upon our understanding as of today
regarding the brand new law. The contents of this newsletter should not
be relied upon by any individual or business as specific guidance for
them. If you have questions regarding your specific situation, please
contact us as soon as possible.

Sincerely,

Thank you for selecting our firm for your tax and accounting needs. We appreciate the
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confidence you have shown in us, and we remain ready to assist you at any time.

Scott Jensen
Kramer & Jensen, LLC

The contents of this newsletter are intended to convey general information only and not to provide accounting or tax
advice or opinions. The content should not be construed as, and should not be relied upon for, accounting or tax advice
in any particular circumstance or fact situation. We recommend you contact us to discuss the application to any
specific situation.
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