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Congress 1s sworn in next year. S0, W€ recouuuciis
buying time for this to be worked out over the next
few months.  This means continuing to delay our
forgiveness application until next year. It also means
taking the six-month extension on our 2020 tax return
to buy additional time. Our tax bill will be d‘ue on
April 15th, and we may have to come up \’.Vith an
additional tax payment if PPP expenses remain non-
deductible at that time, but if Congress does fix this
after April 15th, then we would claim our refund when
we file the return in October.

We do not intend to contest the IRS on our return and
take the deductions. If we did, we would attach IRS
Form 8275 to our return. Form 8275 is used when a
taxpayer takes a position contrary to the IRS’s stated
position. The benefit is that by openly disclosing a
contrary position, if the matter is ultimately decided
against the taxpayer, the IRS will not assess penalties.
The problems are that the taxpayer should expect
have to fight this out, incurring CPA an :
the process. Filng Form 8275 is an op
the IRS to audit the entire tax return

If Giving Year-End Bonuses, Make them i

Tax-Free Disaster Relief Payments
Following 9/11, Section 139(d) was added to t
code permitting tax-free disaster relief pays
employers to employees following
other federally declared emergency. I
meant to reimburse employees for e
in coping with the disaster. They areita
the employer, tax-free to the employee
from FICA taxes. When President
COVID-19 to be a national emergeng
Section 139(d) disaster relief.

This program is lenient. The e ]
different amounts to different employe
amount). Specific reimbursements

could include out of pocket me
covered by health insurance,
as computers, intern
costs for an employee
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expenses t}'1ey incurred.” (The payments caus~%
for income replacement, either as a substitute for W-2 ‘
wages or unemployment or furlough pay.)

Despite the lack of stiff regulations, this program
should be offered to employees, not merely the
owner. S corporation owners are not eligible for
reimbursements. Prepare a simple sheet for each
employee listing their name, their specific maximum
disaster relief payment (which, coincidentally could
equal the amount of a year-end bonus you intend
to give them), and a list of the permitted expenses
described in the preceding paragraph. Employees
would complete the forms listing the costs they’ve
incurred up to their maximum reimbursement. You
would then write a company check to them in that
amount and refer to it as a “qualified disaster relief
payment” in your accounting records.
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