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About Us

• Together, CBIZ & MHM are a Top Ten accounting provider
• Offices in most major markets
• Tax, audit and attest and advisory services
• Over 4,800 professionals nationwide

A member of Kreston International 
A global network of independent 

accounting firms

MHM (Mayer Hoffman McCann P.C.) is an independent CPA firm that provides audit, review and attest services, and works closely with CBIZ, a business consulting, 
tax and financial services provider. CBIZ and MHM are members of Kreston International Limited, a global network of independent accounting firms.
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Before We Get Started…

• Use the control panel on the 
right side of your screen to:
• Change your audio mode between 

Computer Audio or Phone
• Submit questions
• Download handouts

• If you need technical assistance:
• Call support at 877-582-7011
• Email us at 

cbizmhmwebinars@cbiz.com
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CPE Credit

This webinar is eligible for CPE 
credit. To receive credit, you will 
need to answer polling 
questions throughout the 
webinar.

External participants will receive 
their CPE certificates via email 
within 15 business days of the 
webinar.
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Disclaimer

The information in this Executive Education Series 
course is a brief summary and may not include all 

the details relevant to your situation. 

Please contact your service provider to further 
discuss the impact on your business.
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Presenters

Steve has 30 years experience in serving the tax needs of clients in a 

variety of industries including retail, distribution and manufacturing, 

services, technology and communications.  In serving as lead tax 

engagement executive, Steve’s focus is identifying and executing value 

creating strategies to meet the needs of his clients in a variety of 

technical areas, such as revenue recognition, acceleration of deductions, 

research and experimentation credits, state and local tax minimization, 

M&A tax structures, international tax planning and tax implications of 

compensation programs.  

770.858.4443 • shenley@cbiz.com

Stephen C. Henley, CPA
National Tax Practice Leader
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Bill Smith is a managing director in the CBIZ National Tax Office. Bill 

monitors federal tax legislation and consults nationally on a broad range 

of tax issues for businesses and individuals.  He is frequently sought after 

by a myriad of media outlets to comment on the changing tax 

environment and its effects on companies and individuals.  He has 

authored numerous tax articles, edits the CBIZ MHM tax newsletters 

and thought leadership articles, and lectures on a broad range of tax 

topics across the country.

301.961.1943 • billsmith@cbiz.comWilliam M. Smith, Esq.
Managing Director, 

CBIZ National Tax Office

Presenters
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Nathan Smith is a Director in the CBIZ National Tax Office, bringing over 

20 years of experience in public accounting to provide technical support 

and strategic solutions for the firm’s tax practice. Nathan leads the 

development of practice aids and tactical approaches used in 

responding to industry and Federal tax developments in a variety of 

subject matter areas. Nathan also consults nationally to facilitate 

delivery of client service opportunities and solutions, contributes as an 

author and editor to the firm's tax thought leadership publications and 

assists with the development and implementation of national tax 

policies and procedures.

727.572.1400 • nate.smith@cbiz.com

Nathan Smith, CPA
Director,

CBIZ National Tax Office

Presenters
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Agenda

Administrative

03

01

02

Judicial

Legislative
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Emergency Legislation for COVID-19

Status of emergency legislation (as of April 24, 2020)
Phase 1 Phase 2 Phase 3 Phase 3.5

H.R. 6074: $8.3B 
measure signed into law 
March 6. Provides 
funding to develop 
vaccines and testing kits, 
additional state and local 
health department 
staffing and laboratory 
equipment needs, and 
federal aid for 
international 
containment.

H.R. 6201: $104B 
measure signed into law 
March 18. Provides paid 
sick and family leave (and 
offsetting employer 
payroll tax credits) for 
coronavirus and related 
care for others, food 
assistance, medical 
testing assistance, and 
additional 
unemployment benefits.

H.R. 748: Stimulus bill 
enacted March 27 to add 
approximately $2.2T in 
economic relief measures 
including: $350B in small 
business loans, $500B in 
direct cash payments to 
individuals in the form of 
a single $1,200 refund, a
payroll tax holiday for the 
employer portion during 
2020, and $500B in large 
business loans and 
investments.

H.R. 266: $484B measure 
signed into law April 24 to 
provide supplemental 
funding to “Phase 3” 
legislation that includes: 
$320B in additional 
funding for small business 
(PPP) loans, $60B in 
additional funding for 
loans under EIDL program, 
$75B for hospitals, and 
$25B for virus testing.

What’s Next?
 Government funding, major programs up for renewal Sept. 30

 Government funding for fiscal 2021 must be addressed to avoid shutdown

 Annual defense authorization, surface transportation also on deck

 Policies under discussion for future response legislation include:

 More direct payments, broader paid leave, expanded unemployment 
insurance

 Hazard pay and worker protection standards

 Workforce development, training

 Additional tax changes, such as a payroll tax cut or SALT deduction cap 
repeal

 Provisions to address surprise medical bills

 Infrastructure, multiemployer pensions, mandatory funding for park projects, 
fixes to previously provided election funds 

12
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What to Watch

13
*Education authorizations automatically extended for one year under the General Education Provisions Act if Congress doesn’t act.
Notes: FAST – Fixing America’s Surface Transportation; NDAA – National Defense Authorization Act; TANF – Temporary Assistance for Needy Families

Extenders
 The following business-related provisions are scheduled to expire in 2020:

 employer tax credit for paid family and medical leave;

 work opportunity tax credit;

 look-through treatment of payments between related controlled foreign corporations

 TCJA limited deductible interest to 30% of adjusted taxable income for 
businesses with gross receipts greater than $25 million.  
 This interest limit applies to earnings (income) before interest, depreciation, 

amortization, or depletion (similar to tax basis EBITDA). 

 After 2021, the 2017 tax revision changes the measure of income to earnings 
(income) before interest but after deductions for depreciation, amortization, and 
depletion. The deduction of depreciation, amortization, and depletion in earnings 
results in a smaller base, and thus a smaller amount of eligible interest deductions. 
The temporary broader base (EBITDA), which expires in 2021, allows more interest 
deductions.

14
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CARES Cash
 The CARES Act temporarily restores the ability for businesses and 

individuals to carry back net operating losses 5 years and apply against 
100% of income (2018 – 2020)
 Potential issues for corporations in AMT

 Revenue impact:  2020: $80.0B; 2021: $8.6B

 Excess Business Loss limitation temporarily suspended (2018 – 2020)
 Revenue impact:  2020: $74.3B; 2021: $66.2B

 Business Interest Limitation increased from interest income plus 30% to 50% 
(2019 – 2020)
 Partnerships 2020 only

 Ability to change election retroactively for real property trades or businesses

 Revenue impact:  2020: $7.2B; 2021: $4.9B

 Retail Glitch fix allows bonus deprecation for improvements to the interior of 
non-residential real property15

CARES Cash – Carry Back Claims
 The IRS announced on April 9 that it suspended processing all paper filed individual tax 

returns until further notice, and that its ability to process all other paper filed returns is 
“extremely limited.”

 The IRS operating status initially placed into question the ability for businesses and 
individuals to obtain refunds quickly from net operating loss (NOL) carryback claims. 

 Individuals file net operating loss carryback claims on Form 1045, and corporations file 
carryback claims on Form 1139. 

 The only way to file either form is by paper

 Fortunately, the IRS announced on April 13 that Forms 1139 and 1045 can be faxed until 
further notice. 

 Starting on April 17, 2020 and until further notice, the IRS will accept eligible refund claims 
Form 1139 submitted via Fax to 844-249-6236 and eligible refund claims Form 1045 
submitted via fax to 844-249-6237

16
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CARES Cash – Retail Glitch
 There are two general procedures to use in implementing the fix to the retail glitch

 If taxpayer does not withdraw an election under section 163(j)(7) (for certain industries, 
to be exempt from the business interest limitation) . . .

 Follow Rev. Proc. 2020-25 (Change # 244), which permits a taxpayer to either:

 Request an accounting method change to begin treating the property as 
depreciable over a 15-yr recovery period and to claim bonus depreciation on 
such property, or

 If there is only one previous year of depreciation involved, file either amended 
returns to report the correct amount of depreciation using a 15-yr recovery 
period and bonus depreciation, or an accounting method change as described

 If taxpayer simultaneously withdraws an election under section 163(j)(7) . . .

 Follow Rev. Proc. 2020-22, which requires the taxpayer to file amended returns to 
make depreciation corrections that pertain to the 15-yr recovery period and bonus 
depreciation together with any changes to deductible business interest as part of the 
revoked election

17

CARES Cash – Payroll Tax Credits and PPP

 Payroll tax holiday (CARES Act) – all employers as long 
as PPP loan is not forgiven

 Employee retention credit (CARES Act) – affected 
employers as long as PPP loan is not received

 Paid sick and family leave offsetting payroll tax credit 
(Families First Act) – covered employers with <500 
employees; PPP loan involvement does not matter

18
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CARES Cash – The Involuntary Small Business

 “Small taxpayer” not subject to the Business Interest Limitation

 A small taxpayer generally is one that is not a “tax shelter” (35% or more of 
losses allocated to limited entrepreneur) and that has a 3-year average of 
gross receipts that does not exceed $26 million (indexed for inflation)

 Understand what revenue figure would make you a small taxpayer for 2021 
based on the rolling 3-year average

 For Partnership allocation of Excess Business Interest (EBI) to a partner 
in a later year no longer subject to section 163(j), the EBI from the prior 
year is treated as Business Interest Expense (BIE) at the partner level

 If the partner also is not subject to section 163(j), then the BIE would be 
deductible, but otherwise the BIE is subject to the partner’s section 163(j) 
calculation

19

CARES Cash – The Involuntary Small Business

 Becoming a small taxpayer based on the rolling 3-year average of gross 
receipts might also mean:

 Eligibility to use the overall cash method of accounting

 Eligibility to not follow inventory accounting rules

 Eligibility to not follow uniform capitalization rules to inventory

 Eligibility to account for long-term contracts under an exempt-contract 
method (such as completed contract method)

 Higher amount of revenues from a “specified service trade or business” 
(SSTB) can be treated as not being from a SSTB for purposes of the QBI 
deduction (5% -> 10%)

20
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Monetizing Existing Provisions – § 165(i)
 Section 165(i) lets you elect to take a loss otherwise deductible under section 

165(a) in the prior year if it is “attributable to a federally declared disaster.”

 Example 1:

 2019 capital gain of $500,000

 Sale of affected industry stock (e.g., hospitality) at loss of $300,000 in 2020 due 
to COVID-19

 Elect under section 165(i) to take loss in 2019, and reduce gain to $200,000

 Example 2:

 Business liquidation in 2019 results in $500,000 capital gain

 Proceeds invested in index funds

 Fund drops precipitously in 2020 due to COVID-19 and sold at $300,000 loss

 Elect under section 165(i) to take loss in 2019, and reduce gain to $200,000

21
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SECURE Act

23

Entertainment and Meal Deductions

 Proposed Reg. §1.274-11

 restates the statutory rules of Code Sec. 274(a), including the 
entertainment deduction disallowance rule for dues or fees to any social, 
athletic, or sporting club or organization;

 substantially incorporates the existing definition 
of "entertainment" from Reg. §1.274-2(b)(1); and

 confirms that the nine exceptions in Code Sec. 274(e) continue to apply 
to deductible entertainment expenditures.

 However, the proposed regulations also confirm that "entertainment" does 
not include food or beverages unless they are provided at or during an 
entertainment activity, and their costs are included in the entertainment 
costs.

24
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Entertainment and Meal Deductions

 Proposed Reg. §1.274-12
 Allows taxpayers to deduct 50 percent of business meal expenses if:

 the expense is an ordinary and necessary business expense;

 the expense is not lavish or extravagant;

 the taxpayer or an employee is present when the food or beverage is furnished;

 the food or beverage is provided to a current or potential business customer, 
client, consultant, or similar business contact; and

 food and beverages that are provided during or at an entertainment activity are 
purchased separately from the entertainment, or their cost is separately stated.

 Separate charges for entertainment-related food and beverages must reflect their 
actual cost. Without a separate charge, none of the entertainment cost may be 
allocated to deductible food and beverage expenses.

25

IRA Investments in Non-traditional Assets
 The Government Accountability Office (GAO) has released a report related to 

individual retirement accounts (IRAs) invested in unconventional assets, discussing: 

 the extent to which the IRS offers guidance to help taxpayers understand the 
rules governing unconventional IRA assets; and

 the challenges faced by the IRS in enforcing those rules. 

 GAO identified and analyzed the IRS information to help taxpayers understand four 
compliance areas: 

 (1) barred investments, 

 (2) prohibited transactions, 

 (3) unrelated business income, and 

 (4) fair market value. 

 GAO found that the IRS could better help these IRA owners better comply by 
directing them to web pages with specialized information and technical regulations

26
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SOL on Employer Shared Responsibility Payments

 There is no statute of limitations on the assessment of Employer Shared 
Responsibility Payment (ESRP) as imposed by Code Sec. 4980H (Field 
Attorney Advice 20200801F)

 Two separate assessable payments 
 (1) when an Applicable Large Employer (ALE) fails to offer its full-time employees 

(FTE) essential minimum coverage; and 

 (2) when the ALE offers FTEs essential minimum coverage, but at a rate that is not 
considered affordable to them. 

 Because no return that contains the necessary data to calculate the amount 
of an ESRP that could be owed by an ALE, there is no statute of limitations 
for the ESRP under Code Sec. 6501(a). 

 Forms 1094-C and 1095-C do not start the running of the statute of 
limitations because they do not contain sufficient data to calculate the 
amount of the ESRP

27

Employee Retention Credit

 The IRS has instructed employers that file quarterly employment tax returns 
(Form 941, 941-SS, or 941-PR) and are eligible for the new employee 
retention credit to not claim the credit on their first quarter return for 2020 

 Instead, an eligible employer that paid qualified wages between March 13, 
2020, and March 31, 2020, inclusive, should include 50% of those wages, 
together with 50% of any qualified wages paid during the second quarter of 
2020, on its second quarter employment tax return for 2020 (Supplement to 
Instructions for 2020 Form 941)
 New payroll tax credit of up to $5,000 per employee for “affected employers” 

 Operations fully or partially suspended due to a COVID-19-related shutdown 
order, or 

 Gross receipts declined by more than 50 percent when compared to the 
same quarter in the prior year

 Ineligible if employer gets PPP loan
28
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Employee Retention Credit

 Qualified wages include the following portion of wages paid after March 12, 
2020 and before January 1, 2021:

 For small employers (100 or fewer full-time employees), an amount equal 
to the first $10,000 of all compensation paid to each employee 
(regardless of whether he/she worked or not) during the quarter for which 
operations were suspended or in which the company had a significant 
decline in gross receipts

 For large employers, an amount equal to the first $10,000 of 
compensation, including healthcare benefits, paid to employees who are 
not working due to a coronavirus shutdown order

 The definition of “full-time” for these purposes follows section 4980H 
(from the Affordable Care Act) and specifies that FTE means employed 
on average 30 hours per week, which the employer must indicate on 
Form 1095-C29
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Rodriguez v. FDIC, 2020-1 U.S.T.C. ¶50,124 (S.Ct.) 
 The Supreme Court unanimously ruled that state law determines who is entitled to a 

refund of federal taxes received by a common parent of an affiliated group in 
absence of a formal or implicit agreement. 

 The court struck down the federal common law principal known as the Bob 
Richards rule that provided that the refund is presumed to belong to the member 
whose income and losses generated the refund.
 Some federal courts have taken the Bob Richards rule even farther and applied it unless the 

parties’ tax allocation agreement unambiguously specifies a different result. 

 Courts generally may use federal common law principals only when necessary to 
protect uniquely federal interests. 
 US has an interest in how taxes are paid and in the delivery of refunds to ensure that members of 

an affiliated group have no recourse

 No interest in allocation of refunds between the members of the group. 

 State law is well equipped to handle disputes involving corporate property rights. 

31

MCM Investment Management, LLC v. Comm’r, TC Memo 2019-158

 MCMIM was real estate developer, severely affected by financial crisis 
around 2008

 In it’s 2009 Partnership Tax Return, MCMIM reported an ordinary loss of 
$41.5 million 

 Form 4797 -- from “Worthless Ptrship Interest – McMillin Companies”

 Section 165(a) allows a deduction for any loss sustained during the tax year 
and not compensated for by insurance or otherwise. 

 To be allowable as a deduction under section 165(a), a loss must be 
evidenced by closed and completed transactions, fixed by identifiable events, 
and actually sustained during the tax year.

 Under section 165(a), a taxpayer may deduct a loss from an investment in a 
partnership if the partnership interest becomes worthless during the tax year.

32
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MCM Investment Management, LLC v. Comm’r, TC Memo 2019-158

 To prove entitlement to a section 165(a) loss deduction for worthless property, must 
demonstrate “subjective determination of worthlessness in a given year”, and also 
show that in such year the asset in question is in fact “essentially valueless.”

 “Essentially” valueless: demonstrates “the de minimis rule that the taxpayer does 
not have to prove that a given asset is absolutely, positively without any value 
whatsoever.”

 While a taxpayer need not be “an incorrigible optimist in his determination of when 
property becomes worthless, a mere decline, diminution, or shrinkage in value is not 
sufficient to establish a loss.”

 Proof by the IRS that the asset in question may have been of virtually no value in a 
prior year, or that, despite being of little or no value, the asset might have been 
deemed worthy of continued holding by some other taxpayer, even one similarly 
situated, would not defeat the bona fide determination of worthlessness by the 
taxpayer in the year he selects.

33

MCM Investment Management, LLC v. Comm’r, TC Memo 2019-158

 Property cannot be treated as worthless for tax loss purposes if at the time it, 
objectively, has substantial value.

 Worthlessness depends on both current liquidating value as well as potential future 
value. 

 Court pointed to 4 Identifiable Events demonstrating loss of potential future value 
in 2009:
 Great Recession in 2007/2008

 Going Concern Opinions in Auditor’s 2008 and 2009 Financial Statements

 Company’s Internal Forecasts showed significant decline in cash flow from operations, 
and 

 Owners’ decision to wind down the Company in 2009 over a 5 year period

34
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Grieve v. Comm’r, TC Memo. 2020-28 (Tax Court) 

 The value of the nonvoting units of two limited liability companies (LLCs) 
transferred to a grantor retained annuity trust (GRAT) and to an insurance 
company in exchange for a private annuity were calculated based on the net-
asset method, with discounts for minority interest and lack of marketability 
applied.

 Court:  we adopt the above-described valuations and lack of control 
discounts of 13.4% and 12.7% for LLC1 and LLC2, respectively, and lack of 
marketability discounts of 25% for LLC1 and LLC2

 Good time for estate planning due to lower valuations of privately held 
businesses and continued ability to take discounts

35
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Connect with Us

linkedin.com/company/
mayer-hoffman-mccann-p.c.

@mhmcpa

youtube.com/
mayerhoffmanmccann

slideshare.net/mhmpc

linkedin.com/company/
cbiz-mhm-llc

@cbizmhm

youtube.com/
BizTipsVideos

slideshare.net/CBIZInc

MHM CBIZ
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If You Enjoyed This Webinar…

Upcoming Courses:
• 06/03/20: R&D Tax Credits for Life Science Companies and Related IT Cybersecurity 

Considerations

• 07/08/20: Quarterly Accounting and Financial Reporting Issues Update Q2 2020

• 07/16/20: Eye on Washington Quarterly Update Q2 2020

Recent Publications:
• Key Questions and Answers about Income Tax Accounting Considerations for the CARES Act

• Income Tax Accounting Repercussions for Public Companies

• How COVID-19 Affects the Construction Industry

• CARES Act Part Deux: New Funding and Additional Guidance
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THANK YOU
CBIZ & Mayer Hoffman McCann P.C.
cbizmhmwebinars@cbiz.com


