
Dear Clients, 

Recent legislation, in response to the pandemic, should interest businesses and individuals. 

 

Individuals-  

 

Due Dates 

Due dates are extended to July 15th for the 1040 and the first estimated tax payment. Also 

extended are the dates for making IRA and HSA contributions. 

 

Recovery Rebate 

 

Each taxpayer gets $1,200 and for each dependent under 17 another $500. - subject to income 

limits. 

 

There is nothing you need to do to get the money.  

 

Some people are concerned that they will not qualify based on the 2018 return which shows a 

high income and they want to file a 2019 return quickly. But, based on the speed with which the 

IRS is working to send these checks, it is unlikely that filing now will make a difference. 

 

If you do not qualify now you get a second chance on your 2020 return. 

 

Misc 

 

The law allows you access to your retirement plan without penalty if you are under 59. 

Withdraws are still taxable. Contact me if this interest you. 

 

Required minimum distributions from your retirement plans are waived for 2020. 

 

If you are unemployed the act provides significant increase in unemployment benefits. These 

benefits also cover the self-employed. 



 

If you have questions about the above topics I would go to the NY Times where they have a very 

good Q&A on these topics. The link is here: 

 

 https://www.nytimes.com/article/coronavirus-stimulus-package-questions-answers.html 

 

Businesses including those who are self employed 

 

The legislation has a very significant impact on businesses. 

 

Businesses can choose either the Paycheck Protection Program or and Employee Retention 

Credit which is coupled with a delay of your payroll tax deposits. 

 

Officer salaries are allowed in both programs. 

 

Payroll Protection Program (PPP) 

 

This amounts to a maximum grant equal to 2.5 of your trailing 12 months wages, including 

health and retirement benefits. 

 

Anything not spent in the eight weeks after receiving the funds on payroll, health insurance, 

rent, interest on mortgage obligations and utilities will have to be paid back. 

 

The amount of loan forgiveness will be reduced if there is an employee headcount reduction or a 

salary reduction in excess of 25% during the 8-week covered period as compared to prior 

periods. In an effort to acknowledge the fast-paced realities of the current circumstances, if a 

Borrower “reverses” any headcount or salary reductions prior to June 30, 2020 the borrower’s 

eligibility for loan forgiveness may be preserved. 

 

These loans are obtained through an SBA lender. It does not yet appear that they are ready to 

process applications. But, I would reach out and start the process. Here is a list of lenders. 

 

https://www.nytimes.com/article/coronavirus-stimulus-package-questions-answers.html


https://www.sba.gov/partners/lenders/microloan-program/list-lenders 

 

I called the bank I use, Paradise Bank (which I like very much – by the way). They indicated that 

the rules are not yet out to begin accepting applications. 

 

Borrower needs to certify “that the uncertainty of current economic conditions makes necessary 

the loan request to support the ongoing operations of the eligible recipient” 

 

Employee Retention Credit and Payroll Tax Deferral. 

 

This is available while your business is wholly or partially suspended due to a government order 

or your gross receipts are down to 50% or less of what they were prior to the crisis. Once they 

get back to 80% you stop qualifying. Also stops 12/31/20 

 

The credit is equal to 50% of the wages, including health insurance, you pay your employees up 

to a $5,000 credit per employee each quarter.  

 

The payroll tax deferral is just that - keep in mind that you eventually have to pay the tax, it is 

just a deferral. 

 

So, which do you choose - Payroll Protection Program or Employee Retention Credit and 

Deferral? 

 

Since you only get 50% of the wages as a credit, you would need the downturn or closure of your 

business to last more than 5 months to equal the 2.5 month of payroll cost that is granted under 

the PPP. This will make the PPP the best choice in most cases. 

 

Here are some scenarios: 

 

If your business is not fully or partially shut down or revenues not down to 50% then you choose 

the PPP. 

 

https://www.sba.gov/partners/lenders/microloan-program/list-lenders


If you qualify for either the PPP or the credit, then, let’s examine a few scenarios: 

 

I am going to continue to pay my employees regardless.  

 

Then you probably choose the PPP. But if your employees are paid $40,000 or less a year and 

you expect the crisis to last more then 5 months you would prefer the credit. Keep in mind 

though that if you reach full staffing levels by June 30th you would still prefer the PPP – it is only 

if things go beyond that date the credit will work out better. 

 

I have furloughed most of my employees and continue to pay key staff. 

 

If you can get things back to normal by June 30th you will go with the PPP, if not, then the credit. 

 

I laid everybody off. 

 

You would choose the credit and continue to pay yourself. 

 

I am self employed 

 

In this case you choose the PPP unless the crisis last more than 5 months. 

 

I suspect a common scenario is that the employer will furlough the staff, allowing them to file for 

unemployment. Then they will start the process to obtain the PPP loan. They will wait close the 

loan till they know they are going to reopen at which point they will fund the loan. This assumes 

they will reopen by June 30th. 

 

These are just general examples. Call or email me so we can discuss your particular situation. 

Remember this applies to self-employed persons as well. 

 

Also keep in mind that the expanded unemployment benefits available to your employees will 

impact your decision. Those benefits are now $875/week. 



 

 

 

 

EIDL Grants 

 

These amount to a $10,000 advance against your participation in the PPP. You can get this 

money very quickly. Also, if it turns out you do not qualify for the PPP you do not have to pay 

back the money. 

 

SBA Loans 

 

If you are in need of cash they are loaning money at 3.75%. Guidelines for who qualifies have 

been lowered. You can apply for these loans directly with SBA at this site 

 

https://www.sba.gov/partners/lenders/microloan-program/list-lenders 

 

If you have an existing SBA loan there is significant relief for you. 

 

Student Loans 

 

Employers can pay off up to $5,250 of an employee’s student loan debt and it will not be income 

to the employee. 

 

Obviously, nothing is the same for any of us. I am in the office and will be available to answer 

your questions. 

 

Paid Sick Leave 

 

Credits now exist for employers who pay for somebody who is sick from the virus, caring for 

someone with the virus, has been quarantined, or who cannot work because a child’s school or 

https://www.sba.gov/partners/lenders/microloan-program/list-lenders


daycare is close because of the virus. These are available for payments on or after 4/1. Self-

employed people qualify. 

 

Here a few links you may find helpful: 

 

Forbes article on the PPP 

 

Full Text of the Bill 

 

A good site showing the different qualifications necessary  for the paycheck protection program 

and the other SBA loans available 

 

IRS Coronavirus page 

 

US Chamber of Commerce Guide on the PPP Program 

 

 

https://www.forbes.com/sites/peterjreilly/2020/03/28/paycheck-protection-programdevilish-detailssome-uncertainty/#5d75dae9652f
https://www.congress.gov/bill/116th-congress/house-bill/748/text#toc-id0AB28D5276A94D2DB2EFC834BDECD4BE
https://www.mcafeetaft.com/sba-loans-and-related-relief-under-the-cares-act/
https://www.mcafeetaft.com/sba-loans-and-related-relief-under-the-cares-act/
https://www.irs.gov/coronavirus
https://www.uschamber.com/report/coronavirus-emergency-loans-guide-and-checklist-small-businesses
https://www.uschamber.com/report/coronavirus-emergency-loans-guide-and-checklist-small-businesses

