Coronavirus Important Developments

In Danny Santucci’s 2020 Easy Update course, he has noted five important developments of
special interest to tax practitioners in relation to the COVID-19 Pandemic.

1. High-Deductible Health Plans

The Internal Revenue Service has announced that high-deductible health plans (HDHPs) can
pay for 2019 Novel Coronavirus (COVID-19)-related testing and treatment, without
jeopardizing their status. This also means that an individual with an HDHP that covers these
costs may continue to contribute to a health savings account (HSA).

In Notice 2020-15, the IRS states that health plans that otherwise qualify as HDHPs will not
lose that status merely because they cover the cost of testing for or treatment of COVID-19
before plan deductibles have been met. The IRS also noted that, as in the past, any vaccination
costs continue to count as preventive care and can be paid for by an HDHP.

This notice applies only to HSA-eligible HDHPs. Employees and other taxpayers in any other
type of health plan with specific questions about their own plan and what it covers should
contact their plan.

2. Families First Coronavirus Response Act

The Families First Coronavirus Response Act was signed by President Trump on March 18,
2020. Two days later (3/20/20), under this Act, the Internal Revenue Service (IRS), and the
U.S. Department of Labor (Labor) announced (IR-2020-57) that small and midsize employers
can begin taking advantage of two new refundable payroll tax credits, designed to immediately
and fully reimburse them, dollar-for-dollar, for the cost of providing Coronavirus-related leave
to their employees.

The Act gives businesses with fewer than 500 employees funds to provide employees with
paid leave, either for the employeess own health needs or to care for family members. The
legislation enables employers to keep their workers on their payrolls, while at the same time
ensuring that workers are not forced to choose between their paychecks and the public health
measures needed to combat the virus.

Eligible Employers: Eligible employers are businesses and tax-exempt
organizations with fewer than 500 employees that are required to provide
emergency paid sick leave and emergency paid family and medical leave
under the Act.

To take immediate advantage of the paid leave credits, businesses can retain and access funds
that they would otherwise pay to the IRS in payroll taxes. If those amounts are not sufficient
to cover the cost of paid leave, employers can seek an expedited advance from the IRS by
submitting a streamlined claim form.

3. Paid Leave

Employees of eligible employers can receive two weeks (up to 80 hours) of paid sick leave
at 100% of the employee's pay where the employee is unable to work because the employee
is quarantined, and/or experiencing COVID-19 symptoms, and seeking a medical



diagnosis. An employee who is unable to work because of a need to care for an individual
subject to quarantine, to care for a child whose school is closed or child care provider is
unavailable for reasons related to COVID-19, and/or the employee is experiencing
substantially similar conditions as specified by the U.S. Department of Health and Human
Services can receive two weeks (up to 80 hours) of paid sick leave at 2/3 the employee's
pay. An employee who is unable to work due to a need to care for a child whose school is
closed, or child care provider is unavailable for reasons related to COVID-19, may in some
instances receive up to an additional 10 weeks of expanded paid family and medical leave
at 2/3 the employee's pay.

5. Paid Sick Leave Credit

For an employee who is unable to work because of Coronavirus quarantine or self-
quarantine or has Coronavirus symptoms and is seeking a medical diagnosis, eligible
employers may receive a refundable sick leave credit for sick leave at the employee's
regular rate of pay, up to $511 per day and $5,110 in the aggregate, for a total of 10 days.
For an employee who is caring for someone with Coronavirus, or is caring for a child
because the child’s school or child care facility is closed, or the child care provider is
unavailable due to the Coronavirus, eligible employers may claim a credit for two-thirds
of the employee's regular rate of pay, up to $200 per day and $2,000 in the aggregate, for
up to 10 days. Eligible employers are entitled to an additional tax credit determined based
on costs to maintain health insurance coverage for the eligible employee during the leave
period.

5. Child Care Leave Credit

In addition to the sick leave credit, for an employee who is unable to work because of a
need to care for a child whose school or childcare facility is closed or whose childcare
provider is unavailable due to the Coronavirus, eligible employers may receive a
refundable childcare leave credit. This credit is equal to two-thirds of the employee's
regular pay, capped at $200 per day or $10,000 in the aggregate. Up to 10 weeks of
qualifying leave can be counted towards the childcare leave credit. Eligible employers are
entitled to an additional tax credit determined based on costs to maintain health insurance
coverage for the eligible employee during the leave period.



