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IRS Collection Activity & Statues

- Passport Certifications to the State Department — IRS will suspend
through July 15, 2020 new certifications for taxpayers that are
“seriously delinquent.” Existing certifications will remain in place

- Final Notices or warning of enforcement action (such as a levy/lien
notices) and general collection activity of the IRS will be suspended,
absent exigent circumstances

- Statutes of limitations are NOT suspended

- As such, if a statue of limitations is expiring or the government will
loose the opportunity to collect taxes, they will enforce collection
activity. Indication that a taxpayer ‘may” file Bankruptcy is not an
exigent circumstance

- Cases (i.e., audits) will continue to be assigned to Revenue officers and
employees will continue to work on their “inventory”

- Existing Notices or Audits must be addressed
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Deferred Filing Deadlines

- Keep in mind that not all states have adhered to federal deferred tax
filing deadlines

- Payroll and Sales & Use Taxes are generally due as usual — there are
certain federal and state relief provisions (some pending)

- Informational and Foreign filings are generally not deferred (fiscal year
files should pay particular attention to filing deadlines)

- 6/15/2020 — Second quarter federal estimated tax payments are due

- 7/15/2020:
— IRS Notice 2020-18 — Ill. Grant of Relief

« “The Secretary of the Treasury has determined that any person with a Federal
income tax payment or a Federal income tax return due April 15, 2020, is affected
by the COVID-19 emergency...(Affected Taxpayer).”

« “The term “person” includes an individual, a trust, estate, partnership, association,
company or corporation.”
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Modifications for Net Operating Losses (NOLS)

- The CARES Act temporarily repeals 80 percent of taxable income
limitation enacted by the Tax Cuts and Jobs Act

- The Tax Cuts law change generally limited the use of NOLs to 80
percent of the taxpayer’s taxable income

- The Tax Cuts law change also eliminated carrybacks of NOLs and
eliminated the 20-year carryover limitation

- For NOLs arising in a taxable year beginning after December 31, 2017
and before January 1, 2021, taxpayers may carryback NOLs to the
preceding five years before the NOL tax year

- Carryback of NOLs could impact other tax issues such as general
business credits, foreign tax credits, special deductions for corporations
for export activities
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Modification of Limitation on Losses for

Non-Corporate Taxpayers

- The Tax Cuts and Jobs Act imposed a limitation on deduction of losses
for non-corporate taxpayers

- Losses subject to the limitation were treated as an NOL carryforward to
subsequent tax years

- The CARES Act suspends the limitation on active business losses for
tax years after 2017 and before 2021

- Owners of passthrough entities such as partnerships and S
corporations must still meet other loss limitation rules such as basis and
at-risk requirements as well as passive loss rules
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Modifications of Limitations on Business

Interest

- The Tax Cuts and Jobs Act enacted a limitation on the deduction for
business interest expense beginning after December 31, 2017

- The deduction for business interest expense is limited to 30 percent of
adjusted taxable income

- Excess business interest expense is carried forward to subsequent tax
years

- Certain small business taxpayers and real estate businesses by
election are not subject to the limitation

- The CARES Act modifies the interest expense limitation rule for the
2019 and 2020 tax years by applying a 50 percent limitation of adjusted
taxable income instead of 30 percent.

- Taxpayers may elect to use 2019 adjusted taxable income for purposes
of determining their 2020 tax year limitation
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Above the Line Charitable Contributions and

Other Modifications to Charitable Contribution Rules

« CARES Act allows individual taxpayers who do not elect to itemize
deductions to claim an “above the line” deduction of up to $300 from
gross income

« CARES Act temporarily suspends the 60% limitation on AGI for the
year 2020 for donations by generous individuals, enabling them to
make substantially higher donations and benefit from the deductions

- Similarly, for corporate donations, the 10% limitations are to be
increased to 25% of their taxable income

» For charitable contributions of food during 2020, CARES Act
increases the limitation on taxable income to 25% (up from 15%)
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Technical Amendment Regarding Qualified

Improvement Property

- The Tax Cuts and Jobs Act enacted modifications to bonus depreciation
and Section 179 expensing for capital investment in business property

- Legislative intention was to allow bonus depreciation or special 15-year
MACRS depreciation for certain qualified improvement property

- Qualified improvement property generally means an improvement to
the interior portion of nonresidential real property

- Section 179 deductions were allowed subject to certain dollar
limitations and taxable income limits

- The omission of qualified improvement property from the definition of
15-year property in a drafting error in the Tax Cuts Act meant that
taxpayers could not claim bonus depreciation

- The CARES Act provides a technical correction to treat qualified
improvement property as 15-year property as if enacted as part of Tax

Cuts N\
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Small Business Act (SBA) Paycheck Protection

Program

- The CARES Act amends the SBA by creating a new business loan
program for the covered period February 15, 2020 through June 30,
2020

- The SBA loan program is available for businesses, non-profit
organizations, sole-proprietorships, independent contractors and
eligible self-employed individuals with not more than 500 employees

- To help cover certain operational costs such as payroll, health benefits,
rent, interest (but not principal) on mortgages, utilities

- Under a special rule for hospitality and dining industries, for those
businesses with more than one location, the 500-employee limit applies
for each physical location
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Small Business Act (SBA) Paycheck Protection

Program

- Maximum loan amounts (up to $10 million) are generally based on
average monthly payroll costs for the one-year period prior to loan
disbursement date multiplied by 2.5

- Loan terms according to the SBA guidelines are generally up to 2 years
with interest rates capped at one percent

- Payroll costs generally include salaries and wages (not in excess of
$100,000 per individual as prorated for the above covered period),
health and retirement benefits, state and local taxes

- Independent contractors and sole proprietors can qualify for loans on
their own

10 PragerMetis



SBA Loan Forgiveness

- The CARES Act allows loan forgiveness (tax-free for income tax

purposes) based on the borrower’s cost of payroll, benefits, rent,
interest on mortgages, and utilities paid during the eight-week period
(following loan disbursement)

- Eligible borrowers must have been in operation prior to February 15,

2020

- Loan forgiveness amount is reduced if employment (based on full time

equivalent employment) is reduced or wages are reduced in an amount
in excess of twenty five percent

- However if, employment or wage reduction is restored by the employer
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before June 30, 2020, the loan forgiveness amount is not subject to
reduction

- Loan forgiveness is applied for with the lender servicing the SBA
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Employee Retention Credit and Delay of

Payment of Employer Payroll Taxes

- Allows a tax credit for certain employer payroll taxes for employers
subject to closure due to COVID-19

- The credit is equal to 50 percent of qualified wages for each calendar
quarter, taking into account wages paid after March 12, 2020 and
before January 1, 2021

- The total amount of wages that can be taken into account is capped at
$10,000 per employee

- The credit is a refundable tax credit that is applied against the
employer’s share of the Social Security employment tax

- Eligible employers are those businesses that have been carrying on a
business during 2020 and have been forced by governmental authority
to suspend operations due to COVID-19

- Eligible employers are also able to claim the credit if they have suffered
a substantial decline in gross receipts from prior year activities,
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Employee Retention Credit and Delay of

Payment of Employer Payroll Taxes

- Employers with more than 100 employees, only those employees that
are not providing services due to the COVID-19 closures or substantial

decrease in gross receipts are counted for purposes of the credit

- Employers with no more than 100 employees can include all employees
for purposes of the 50 percent up to $10,000 per employee credit
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Robbin Caruso, CPA, CGMA

Partner

Robbin E. Caruso, CPA, CGMA, is a co-managing Partner of the Tax Controversy Practice of Prager
Metis CPAs, a member of Prager Metis International Group. She has been practicing in the
accounting industry for over 25 years. She specializes in complex tax work, researching issues
and providing oversight of individual, fiduciary, and business tax planning and compliance projects
for clients. As an expert in tax controversy resolution, Robbin regularly represents clients before
authorities in handling various federal and state tax controversy matters such as installment
agreements, offers in compromise and tax audits. She also oversees the accounting and financial
planning matters of her high-net-worth clients.

Robbin is an affiliate member of the American Academy of Attorney-CPAs. Her other active
memberships include the American Institute of Certified Public Accountants, the New Jersey
Society of CPAs, the NJ Association of Women Business Owners (NJAWBO), and the Chartered
Global Management Accountant Network. She served on the finance committee of the Canyon
Creek Condominium Association, the board of trustees and as chairman of the finance committee
at Pine Brook Jewish Center and has also participated in Boomer Technology Circles and CEO
Advantage.

Robbin was honored by the National Association of Professional Women as a 2013-2014 VIP
Woman of the Year, a tribute in recognition of her professional achievements, community service,
and future aspirations. Robbin served as an Adjunct Professor for almost ten years at Kean
University, where she graduated summa cum laude. She taught courses in principles, intermediate
and advanced accounting, auditing, personal finance, and computer accounting systems and
procedures.

She also studied nursing at Wagner College. Robbin has been passionately active for over 30 years
in raising funds and volunteering for many charities and organizations, including the Alzheimer’s
Association; Leukemia and Lymphoma Society; There Goes My Hero; Make A Smile Foundation,
Inc.; Junior Achievement USA; National MS Society; and other local charities and groups. She
enjoys skiing, hiking, ballroom dancing, hand-built pottery, travel, and other creative arts.
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AREAS OF EXPERTISE
Forensic and Dispute
Advisory Services

Tax Services

SERVICE EXPERTISE

Tax for Business

Dispute Advisory Services
Tax for Individuals
Representation &
Controversy

EDUCATION

BS Summa Cum Laude,
Accounting, Kean University,
New Jersey

Nursing, Wagner College
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Edward P. Rigby, CPA, MST

Tax Partner

Edward Rigby is a Partner in the Tax Services Department of Prager Metis, a member of Prager
Metis International Group. He has over 25 years of experience as a tax professional.

In his position as Tax Partner, Ed acts as a lead tax consultant and strategist to the firm’s clients.
His responsibilities include directing, motivating, and managing firm tax department personnel,
directing the business relationships with clients, and leading the firm’s business development
initiatives.

Prior to joining the firm in January 2020, Ed held tax leadership positions with prominent New
Jersey and New York accounting firms. He earned an impressive reputation among clients and
fellow colleagues as being a highly successful negotiator and sophisticated tax strategist for
leading companies and high wealth business executives. Ed also founded a successful corporate
tax consulting firm which serviced privately owned companies in life sciences, manufacturing, and
financial services industries. His past experience as a business owner helped him better
understand and appreciate the necessity of having trusted business and financial advisors.

Edward has been recognized as being a trusted advisor to business executives in the
pharmaceutical, manufacturing, financial services, real estate development, global art and fashion
industries. His areas of expertise include providing advice on mergers and acquisitions,
international tax structuring and tax benefits for business investment, and research and
development. He has also successfully negotiated financially impactful tax rulings with IRS and
State taxing authorities. Ed’s clients not only benefit from tax savings resulting from sophisticated
tax planning, but are also able to avoid problems associated with non-compliance with the ever
increasing complexity of federal tax law and regulations.

Ed has authored numerous articles on behalf of the New Jersey Society of CPAs covering topics
such as Opportunity Zone tax benefits, Section 199A deductions, and interest expense limitation
rules. He has served as guest speaker at Monmouth University’s Real Estate Graduate program and
presented tax-related education and training to law firms, bankers, and internal professional staff.
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AREAS OF EXPERTISE
Tax Department

SERVICE EXPERTISE
Mergers & Acquisitions
Research Tax Incentives
Corporate Tax Strategies
Tax for Business

Tax for Individuals

EDUCATION

Seton Hall University, Masters
of Science in Taxation
DeSales University, Bachelor
of Science in Accounting
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Contact Info

Edward P. Rigby- CPA, MST Robbin Caruso — CPA, CGMA

Partner Partner
Prager Metis CPAs Pra i

_ ger Metis CPAs
124_19 South River Road, 1249 South River Road,
Suite 303

Suite 303

Cranbury, NJ 0851
Cranbury, NJ 0851

T 732.617.1100 X 11827 1:732.274.1600 / Ext. 16003
E: erigby@pragermetis.com E: rcaruso@pragermetis.com
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