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Notice
ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY
THE SPEAKERS’ FIRMS TO BE USED, AND CANNOT BE USED, BY A CLIENT OR ANY
OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THAT
MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR
RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN.
You (and your employees, representatives, or agents) may disclose to any and all persons,
without limitation, the tax treatment or tax structure, or both, of any transaction
described in the associated materials we provide to you, including, but not limited to,
any tax opinions, memoranda, or other tax analyses contained in those materials.
The information contained herein is of a general nature and based on authorities that are
subject to change. Applicability of the information to specific situations should be
determined through consultation with your tax adviser.
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Disclaimer
This presentation contains general information only and the respective
speakers and represented firms are not, by means of this presentation,
rendering accounting, business, financial, investment, legal, tax, or
other professional advice or services. This presentation is not a
substitute for such professional advice or services, nor should it be used
as a basis for any decision or action that may affect your
business. Before making any decision or taking any action that may
affect your business, you should consult a qualified professional
advisor. The respective speakers and firms shall not be responsible for
any loss sustained by any person who relies on this presentation.
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Notices
◦

The following information is not intended to be “written advice concerning one or more Federal tax matters” subject
to the requirements of section 10.37(a)(2) of Treasury Department Circular230.

◦

The information contained herein is of a general nature and based on authorities that are subject to change. Applicability
of the information to specific situations should be determined through consultation with your tax adviser.
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Agenda
1. Global compliance obligations
2. Compensation
3. Social Security and Medicare
4. Foreign affiliates and outsourced compensation services
5. Impact of COVID-19 on global compensation
6. Questions And Answers
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Issues to Consider
Aim of Plan? Retention?
Incentives? Alignment
with Shareholders?
Regulatory

Type(s) of Plans:
“Global” Plan vs.
“Umbrella” Plan

Share Sourcing
Employee Communication Material

Corporate Culture
Participant Group

Global Share
Plan

Geographic Distribution

Communication Process & Strategy
Income Tax, Social Security and
Capital Gains Tax

Levels of Awards
Financing
Administration

Accounting
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Compensation Resources
What teams should assist you? To name a few:
Tax Advisors
Legal Counsel
Communications
Payroll
Valuations Advisors
Software Providers
Broker
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Commonly overlooked equity
plan compliance filings - OUS
Country
Australia

Filing Description
Securities filing/exemption

Brazil

Foreign exchange control approval

China

Foreign exchange control approvals – initial and quarterly

India

Merchant Banker Valuation

Japan

Securities filing/exemption

New Zealand

Securities filing/exemption

Philippines

Securities filing/exemption
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Types of Equity Compensation
Stock Options

Restricted Stock

NQSOs

RSAs

ISOs

RSUs
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Incentive Stock Options (ISOs)
Definition:

The right to purchase stock in the future (after vest, but before expiration) at a
set price.

Tax Treatment:

Employee: Taxed upon sale. If sold after 2 years from grant date and 1 year
from the exercise date, sale proceeds, less the price paid for the shares, are
taxed at the long-term capital gain rate.
Employer: No deduction available.

Option Price:

Must be equal to or greater than the fair market value on the date of grant
(110% of FMV for 10% shareholder)

Holding Period:

2 years from grant date and 1 year from exercise date

Limit:

No more than $100,000 can vest in any one year
(measured by grant date FMV)
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Incentive Stock Options Continued
Other Criteria:

Option term – no longer than 10 years (5 years for 10% shareholders)
Recipient must be an employee on grant date
Must exercise within 3 months of termination of employment
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Incentive Stock Options –
Disqualifying Disposition
Definition:

The exercise and sale of an ISO within the holding period.

Tax Treatment:

Employee: Tax occurs on sale. If sold before 1 year from exercise date or 2
years from grant date, the difference between exercise price and stock price
on the date of exercise (or if less, the sale price) is taxed as ordinary income.
Any additional gain from the date of exercise to the date of sale is treated as a
capital gain.
Employer: A deduction is available for the year and in the amount in which the
participant recognizes compensation income, which is included on a Form W-2.

Exercise Method:

Cashless exercise – same day exercise and sale of shares to cover the exercise
price and/or taxes result in a disqualifying disposition
13
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Case Study - ISOs
Facts:
Arthur is granted 100 ISOs on 1/1/2016 with an exercise price of $20.
The fair market value on the grant date is $20. The award will vest as
follows:
Continued employment vesting:
•
•
•
•

25% vests on 1/1/2017
25% vests on 1/1/2018
25% vests on 1/1/2019
25% vests on 1/1/2020
14
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Case Study - ISOs
On January 1, 2017, Arthur is still employed. The fair market value of the stock
is $22. He exercises 25 shares.
Question: How much income does Arthur recognize on 1/1/17?

A.
B.
C.
D.

$0
$50
$200
$500
15
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Case Study - ISOs
Answer: A. $0
There is no income recognition for ISOs at exercise.
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Non-Qualified Stock
Options - NQSOs
Definition:

The right to purchase stock in the future (after vest, but before expiration) at a
set price.

Tax Treatment:

Employee: Taxed at exercise (compensation) and sale (capital gain).
The difference between the exercise price and the FMV on the date of exercise
is taxed as ordinary income and reported on employee’s W-2 (or contractor’s
1099-MISC). Capital gain (or loss) equal to the sale price less adjusted basis.
Employer: Deduction available at exercise.

Option Price:

Generally equal to FMV on grant date.

Exercise Methods: Many exercise & sell the same day to cover taxes and/or strike price
17
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Case Study - NQSOs
Facts:
Bruce is granted 100 NQSOs on 1/1/2016 with an exercise price of
$20. The fair market value on the grant date is $20. The award will
vest as follows:
Continued employment vesting:
•
•
•
•

25% vests on 1/1/2017
25% vests on 1/1/2018
25% vests on 1/1/2019
25% vests on 1/1/2020
18
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Case Study - NQSOs
On January 1, 2017, Bruce is still employed. The fair market value of the stock
if $22. No exercise has been made.
Question: How much income does Bruce recognize on 1/1/17?

A.
B.
C.
D.

$0
$50
$200
$500
19
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Case Study - NQSOs
Answer: A. $0
Bruce has not exercised the option, therefore no income is recognized.
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Restricted Stock Awards - RSAs
Definition:

Shares of stock are issued at grant (or held in escrow) and subject to a
substantial risk of forfeiture and restrictions on transferability.

Tax Treatment:

Employee: Generally, taxed at vest. Shares are released and the FMV of the
shares at vest are taxed as ordinary income and reported on the employee’s
W-2. Capital gain (or loss) equal to the sale price less adjusted basis. Can be
granted to non-employees.
Employer: Deduction generally available at vest.
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Case Study – RSAs – no 83(b)
Election
On December 1, 2016 Clark is granted 100 shares of restricted
stock. The fair market value of the stock at grant is $10. Clark
did not make an 83(b) election. The award will vest as follows:
Continued employment vesting:
•
•
•
•

25% vests on 12/1/2017
25% vests on 12/1/2018
25% vests on 12/1/2019
25% vests on 12/1/2020
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Case Study – RSAs – no 83(b)
Election
On December 1, 2017, Clark is still employed. The fair market
value of the stock is $20.
Question: How much income does Clark recognize on 12/1/17?

A.
B.
C.
D.

$0
$250
$500
$2,000
23
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Case Study – RSAs – no 83(b)
Election
Answer: C. $500
25 shares with a FMV of $20 per share.

24
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RSAs with 83(b) Election
•

Election allows the employee to accelerate the tax event to the
grant date
• Election must be filed within 30 days of grant

•
•
•
•

Property must have been transferred and be subject to a
substantial risk of forfeiture
Apply the general section 83 rules on the grant date, rather than
the vesting date
No income is recognized on the vesting date
Definitely make 83(b) election if:
• Paid FMV for stock, but agreed to be subject to restrictions
• Value of stock is nominal at time of receipt and great potential
to
25
rise sharply by vest
29

Pros & Cons to Making an
83(b) Election
•

Pros
• Include the grant date FMV in gross income, which may be less than the FMV on
the vesting date
• Any further appreciation is taxed as capital gains upon sale of stock
• Begin the capital gains holding period early
• Dividends are taxed as dividend income, rather than compensation income
• The employer deduction is accelerated

•

Risks
• Stock value flat - payed taxes earlier than otherwise necessary
• Stock value declines – paid more taxes than necessary
• Employee forfeits stock and paid taxes unnecessarily
26
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Case Study – RSAs with 83(b)
Election

On December 1, 2016 Diana is granted 100 shares of restricted
Stock awards. The fair market value of the stock at grant is $10.
On December 15, 2016 Diana makes an 83(b) election. The award
will vest as follows:
Continued employment vesting:
• 25% vests on 12/1/2017
• 25% vests on 12/1/2018
• 25% vests on 12/1/2019
• 25% vests on 12/1/2020
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Case Study – RSAs with 83(b)
Election
On December 1, 2017, Diana is still employed. The fair market
value of the stock is $20.
Question: How much income does Diana recognize on 12/1/17?

A.
B.
C.
D.

$0
$500
$1,000
$2,000
28

32

Case Study – RSAs with 83(b)
Election
Answer: A. $0
No income is recognized at vest when there has been a timely
83(b) election. Diana recognized $1,000 of income at grant.

29
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Restricted Stock Units - RSUs
Definition:

Right to receive shares (or cash) when vesting conditions are satisfied.

Tax Treatment:

Employee: Income taxes at distribution; FICA taxes at vest. The fair market
value of the shares at distribution are taxed as ordinary income and reported
on the employee’s W-2. Capital gain (or loss) equal to the sale price less
adjusted basis. Can be granted to non-employees.
Employer: Deduction available at distribution.

34

RSA/PSA

RSU/PSU

Description

Unvested shares issued
at grant

Promise to pay shares
at vesting

83(b) election allowed?

Yes

No

Deferral allowed?

No

Yes

Taxed at grant?

No, unless 83(b)
election made

No

Taxed at forfeiture?

No. No recovery of
taxes paid if 83(b)
election
FMV of shares,
unless 83(b)
election made
N/A

No

Taxed at vest?

Taxed at issuance?

FMV of shares,
unless deferred
Yes

31
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International
Compensation Issues
Taxation outside the U.S. varies widely
◦ Due diligence should be completed with respect to each type of award prior
to grant

Typical issues to consider OUS:
◦
◦
◦
◦
◦

Regulatory and tax filings – securities, foreign exchange, labor law
Equity compensation awards where tax is triggered at grant
Employer tax withholding and reporting requirements
Qualified plans
Trailing tax liabilities for compensation earned over multiple years
◦ Country sourcing methodology varies by country and type of award

32
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Global cash-settled plans
-What are the considerations for global long-term incentive awards
which are settled in cash?
◦ Compliance considerations
◦ Employer withholding/reporting obligations
◦ Employee taxation
◦ Double taxation challenges/employee relief available?

33
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Dividend equivalents/units paid
on global share awards
Award

Dividend Type

Tax Event

Taxation

RSU

Dividend Equivalent

Accrual

No

RSU

Dividend Equivalent

Payment

Yes

RSU

Accrual

No

RSU

Dividend Equivalent Units
Dividend Equivalent Units

Payment

Yes

Restricted Stock

Cash Dividend

Accrual

No

Restricted Stock

Payment

Yes

Restricted Stock

Cash Dividend
Share Dividend

Accrual

No

Restricted Stock

Share Dividend

Payment

Yes
34
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Dividend equivalents/units paid
on global share awards
-Would we source the dividends or equivalents underlying the share awards over
multiple jurisdictions? It depends.
• What does the plan say?
• Are the dividend equivalents treated similar to a cash payment?
• Will the dividends/equivalents be paid at the same time dividends are paid to
other shareholders – or – will payment accrue and be paid to employees only
if/when the underlying award vests?
• What is the nature of the income and how does jurisdiction tax that type of
income?
• Compensation?
• Investment income?

35
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401(k) & Mobility
-What happens when you have 401(k) participants in the U.S. but they
are sent on assignment overseas or move back to their home country
outside of the U.S.?
- Commonly asked questions:
• Can employees outside the U.S. still contribute to the plan?
• Can employees outside the U.S. take distributions from the plan?
Things to consider:
• Who will the employee be working for overseas?
• Will the employee remain on U.S. payroll?
• What does the plan say about separations of service?
36

40

Case Studies

37
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Czech Stock Options
Background:
•Stock options are granted from the U.S. parent company directly to the

Czech employee

•Recharge of costs from the U.S. parent company to the local

subsidiary/Czech employer

•Stock options granted in 2018: 4,000 at $50 p.s. (vest 25% over 4 years)
•Stock options exercised in 2020: 1,000
•Fair market value at exercise: $57 p.s.
•Total spread recognized at exercise: $7,000 ($57-$50 x 1,000)
38
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Czech Stock Options
Tax Analysis:
• What are the individual tax ramifications of the stock option exercise?
•What are the employer withholding and reporting obligations on the
spread at exercise?
•Would the tax results be different if there was no recharge of costs to
the local Czech employer?
• For the employee?
• For the employer?

39
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Finnish Share Awards
Background:
•Company wants to hire individual in Finland but does not have current
operations so hires through a PEO as a contractor
•Company wants to make a grant under their LTIP plan to contractor to
be settled in shares

45

Finnish Share Awards
Tax Analysis:
• Can the company make a grant to a non-employee?
•What are the tax and regulatory filing obligations of making this grant
in Finland?
•What are the individual tax ramifications of the stock option exercise?
•What are the employer withholding and reporting obligations on the
spread at exercise?

46
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Income Tax - Employee
Withholding
Explanation of How Employer Nexus is Triggered
- Employment Mobility
- Permanent Establishment
- General Activity and Time

48

U.S. has double tax treaties with 65+ countries
Generally an individual is tax exempt if :
◦ The employee is present in the host country for 183 days or less,
◦ In the taxable year concerned or rolling 12 month period

◦ The employee compensation is paid by or on behalf of an employer which is
not a resident of the host country, and
◦ The compensation is not borne by a Permanent Establishment (PE) or fixed
base which the employer has in the host country
◦ Economic employer

49

Social Security - In General:
U.S.
A US employer is required to withhold, report and remit federal employment
taxes with respect to the wages it pays employees for services performed in
the US. 2020 US federal employment taxes are as follows:

50

Social Security - Totalization
Agreements
Similar to double tax treaties but focus is social security
U.S. has totalization agreements with many countries
Generally, individual can be covered in “home country” for up to 5 years
◦ Requires a document from the social security authorities known as a
“Certificate of Coverage”

If “local” employee in new country, income can be subject to social tax
in new country only
This could mean that income tax and social tax are sourced differently
for the same income

51

Totalization Agreements
with the U.S.
Australia

Finland

Japan

South Korea

Austria

France

Luxembourg

Spain

Belgium

Germany

Netherlands

Sweden

Canada

Greece

Norway

Switzerland

Chile

Hungary

Poland

United Kingdom

Czech Republic

Ireland

Portugal

Denmark

Italy

Slovak Republic
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Section IV. Foreign
affiliates and
outsourced
compensation services

53

Recharge Agreements
◦ Without a recharge agreement:
◦
◦
◦
◦

Treasury Regulation 1.83-6(d) governs the tax treatment in the US for share-based
compensation issued to non-US individuals.
In the US, in order for the company to take a corporate tax deduction, the employee
has to pay US taxes on the income.
A US tax deduction is not available on the corporate return for share-based
compensation given to a foreign employee or employees of a foreign subsidiary.
Since the local subsidiary does not have shares of its own to give the employee, US
parent company shares are used. If parent company shares are used with no
recharge agreement in place, it is viewed as if the local subsidiary does not incur any
real or opportunity cost and therefore they cannot deduct the cost of the US parent
equity based compensation.

54

Recharge Agreements
◦ What a recharge agreement can accomplish:
◦

It is possible to structure an arrangement so that the foreign subsidiary can take a tax
deduction at the local level (repatriation of subsidiary profits may also be possible).

◦
◦

Deduction only available at foreign subsidiary level – if permitted under foreign laws
Most foreign jurisdictions require that an economic cost be incurred in order
to secure corporate deduction:
◦ Parent can charge the subsidiary for the value of the equity delivered to their
employees
◦ Often it is required that this not just be an intercompany charge, but that the
payment be made from subsidiary to US parent and the terms of the charge and
payment must be laid out-

55

Typical Structure

56

Basics of a Recharge
Agreement
WHAT:

◦ A recharge arrangement is a binding agreement that obligates the foreign subsidiary to
reimburse or pay the US parent for the value of the shares issued to the subsidiary’s
employees.

WHY:

◦ They allow for local tax deductions,
◦ Permit the US parent to record a tax benefit, and
◦ Enable the tax free repatriation of cash which is not subject to taxable income to US parent
under Treasury Regulation Section 1.1032-3 if structured properly.
WHERE:
◦ Certain countries allow for local tax deduction of share-based compensation with a recharge
agreement in place, others do not.

57

Local Tax Deduction
In General:
◦ Under Section 83(h), the person for whom services were performed is allowed the tax
deduction equal to income recognition.
◦ Therefore, the US parent cannot record the tax benefit for equity issued to employees of
a foreign subsidiary and no resulting DTA (i.e. “PERM”).
This may differ if:
◦ The foreign subsidiary must bear the economic cost relating to the equity compensation
issued to its own employees under the recharge agreement.
◦ Exception: UK which allows for a deduction regardless of whether there is a recharge agreement.

◦ Once the cash has been provided to the US Parent, in most cases this secures the local
tax deduction.

58

Tax Benefit
• Recharge agreements can lower a corporation’s global effective tax
rate by allowing for deductions in foreign subsidiaries
• The local tax deduction, in turn, provides for a DTA on the local
subsidiary’s books (or parent books depending on the structure) at
the local tax rate (“TEMP”).
- At the time the share-based compensation becomes deductible, the
resulting windfall or shortfall is also recorded at the local tax rate.

59

Repatriation of Cash
• Foreign Subsidiary sends cash to the US Parent without incurring a repatriation tax liability due
to the substantiated expense in accordance with the rechargeagreement.
• Cash payments are generally based upon the FMV of the award on the date its deliveredto
the employee.
-

Some countries also allow for expenses of administering the plan to be charged.

• Generally tax-free payments – treated as a purchase of stock under Section 1032.
-

1032: Allows a corporation to receive money in exchange for its own stock without recognizing a gain or loss.

• If it didn’t fall into Section 1032; the amounts would be considered dividends paid bythe
foreign subsidiary to the parent company and taxable as such.
• Many companies utilize a general recharge agreement structure (i.e. invoice as settlements
occur; not as ASC 718 expense is amortized)
-

However it is important to have the appropriate local provisions in each country’s recharge agreements in
order to substantiate the deduction (for example, some countries require that the local subsidiary be involved
in determining the amount of the grant).
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Recharge Agreements
• Issues to Consider:
◦
◦
◦
◦
◦
◦
◦

Usually negotiated with foreign tax authorities
May increase social taxes
May increase compliance - wage withholding & information reporting
Exchange control restrictions
Data privacy restrictions & consent by employee
Communications at all levels
Regulatory Issues:
◦ Comply with exchange control restrictions for recharge and payroll deductions
◦ Modify award agreements to have employees consent to the processing and transfer of personal
data

◦

Invoicing and Payment
◦ Ensure timing and form of invoicing is appropriate to accomplish chargeback
◦ Ensure payment process is set up to include the transfer of funds form the subsidiary to the
parent
◦ Set appropriate interest rates for late payments
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Section V. Impact of
COVID-19 on Global
Compensation

62

Trends in Response to
COVID- 19 – Broad level
Impact of stock price decline on
all employee share plans
◦ More grants of equity to replace cash
◦ Analysis of projections connected with
look-back provisions
◦ Expected increase or decrease in pick up
rates
◦ Increases to equity plan share pool
◦ Hardship withdrawals or plan refunds
◦ Stock option repricing/exchange
◦ Cancelling and re-granting (i.e., refresh
grants)
◦ Furlough and income reduction leading to
halt or contribution reduction
◦ Effect on perceived value of holdings
(March 20, 2020)
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Industry impact of COVID-19
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Market Response to COVID-19
– Broad operations
Work Protocols

Financial

Time-off support

— Adjusted hours
of operation

— Bonuses or
financial
assistance

— Paid sick leave

— Hazard pay for
essential
employees
working

— Back-up
dependent care

— Relaxed
attendance
policies
— Work from home

— Executives not
taking salaries

— Community relief
funds

— Parental leave

Operations

— Closed stores or
suspended
services

Business

— Customer
accommodations
— Employee tax
home
— Work location
data updates
— Withholding
location
— Recharge
strategy

65

Considerations for equity and
executive compensation

61

Trends in Response to COVID-19

COVID-19 executive
compensation survey

Number of Organizations participat ing in the
KPMG Spot Survey: 100
Industries covered in the Survey:
◦
◦
◦
◦
◦
◦
◦
◦
◦
◦
◦
◦

Advertising
Consulting/professional services
Education
Energy (oil and gas)
Financial Services
Healthcare and medicine
Manufacturing
Pharmaceuticals
Retail
Technology
https://tax.kpmg.us/articles/2020/total-rewards-covid-19-survey.html
Wholesale distribution
Other (i.e., FinTech, gaming, medical devices,
supply chain, travel, and aerospace and defense)

Source: KPMG COVID-19 Spot Survey, April 15,2020
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Executive compensation
survey response data (cont)

Trends in Response to COVID-19

Source: KPMG COVID-19 Spot Survey, April 15,2020
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Executive compensation
survey response data (cont)

Trends in Response to COVID-19

Other Spot Survey Comments regarding equity strategy:
◦ Using equity as partial offset for salary reductions
◦ Considering using equity in lieu of cash for 2020 bonuses and/or
salary reductions
◦ Reduce awards
◦ Looking at incentive programs to increase relevancy and change target
groups
Source: KPMG COVID-19 Spot Survey, April 15,2020
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Designing new equity awards
Arguments for making no plan changes
— It’s easy to do nothing
— Extremely difficult to projecthow
COVID-19 will impact business
models and stock prices
— Accepting no pay-outs will be
easier in current environment –
shareholders will be in same boat
— For private companies awarding
stock options pinpointing stock
value could be difficult long
enough to make awards

Arguments for making awards in the
present and delaying goal setting:
— Good time for increasing equity
plan share reserve especially
where reserves used sooner with
need for additional grants orlarger
purchases at lower prices
— Consider shifting from company
metrics to peer group or relative
index for improved goalsetting
— Private companies could amend
to phantom/synthetic awards to
promise cash incentives in future
based on # of shares todayas
a retention

Arguments for making plan changes
— Good time to identify key
employees and plan for
adjustments needed for price
projections
— Performance goals simply
unattainable – may make senseto
communicate company is aware
of issue, looking to address it
when situation stabilizes

Arguments against making awards in
the present and delaying goal setting:
— Extreme volatility means new
awards granted today could be
substantially underwater tomorrow
— Ignoring goals may push the
accounting grant date backwhich
would negatively impact the
financials
— May be difficult to amend/fix a
goal once it has beenenacted

— Troubling to ignore global shock
effect taking place and impact on
plan financials and goals

Don’t forget ASC 718impacts
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From NASPP…COVID-19 traps

Source: NASPP Nashville Chapter, Barbara Baska, Executive Director (May 12, 2020)
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U.S. Federal Legislation –
CARES Act

67
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CARES provisions impacting compensation, benefits, and payroll
Retention and Leave Payroll Credits
— Employee Retention Credit
— Emergency Sick Leave
1

— Six triggers
— FMLA Plus (Emergency FMLA)
— One trigger

Deferrals, Distributions, Coverage, andLoans
— Two year 2020 payroll (employer social security) tax deferral
— Half due December 31, 2021

2

— Half due December 31, 2022
— Permissible Plan Distribution and Repayment
— Group health plan expanded permissible expense
— Defined benefit plan contribution extensions
— Expanded DOL authority to postpone deadlines
— Payroll Protection Loans

68
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Payroll tax deferral
Applicable employment taxes
— Social security taxes imposed
under IRC s. 3111(a))
— So much of the taxes imposed
under IRC Section 3211(a) as are
attributable to the rate in effect
under IRC Section 3111(a),and
— So much of the taxes imposed
under IRC Section 3221(a) as are
attributable to the rate in effect
under IRC Section 3111(a) (RRTA
taxes). CARES Act Section
2302(d)(1)

Applicable date

Payroll tax deferral period

IRS Form 7200 instructions

— December 31, 2021, with respect
to 50% of the amounts
deferred; and

— The period beginning on the date
of enactment of the CARES Act
(March 27, 2020); and

— December 31, 2022, with respect
to the remaining 50% deferred.
CARES Act Section 2302(d)(3)

— Ending before January 1, 2021,
i.e., December 31, 2020.CARES
Act Section 2302(d)(2)

— Payroll deferral program not
available once the loan
forgiveness is granted or
approved under Paycheck
Protection Program (Sections
1106 and 1102 of the CARES Act)
is sought.

— Appears deduction timing rules
still apply under Section 461 tied
to actual payment

Payroll Tax Deferral Provisions
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Employee retention credit
Eligible Employer
Operations suspended (full or partial) result of government order or
Over 50% reduction in quarterly receipts measured year over year
Look to each organization for certain Section 501(c)(3) Tax-Exempts

100 or Fewer Employees

More than 100 Employees

Qualified Wages =
Up to $10,000 for each employee

Qualified Wages =
Up to $10,000 for each employee
unable to provide services
due to COVID-19

Not eligible if receiving a loan under a Paycheck Protection Program loan under Section 1102 of
the CARES Act

Eligible employers receive 50% credit for
qualified wages up to $10,000 ($5,000
maximum credit
per employee):
Wages paid to employees after
March 12, 2020 and before
January 1, 2021
Includes allocable health expenses
Credit against Social Securitytaxes
Precludes double benefits
under work-opportunity tax
and leave credits
Excess refunded or applied
against other taxes
Controlled group under Sections 52
and 414
See IRS Form 7200 instructions
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Additional CARES act
compensation and benefit
provisions
— Student loan assistance: Employers may contribute up
to $5,250 tax free toward the student loans of employees
under a non-discriminatory arrangement
— Plan distributions: Required minimum distributions for
defined contribution plans and IRAs suspended for 2020
— Plan withdrawals and repayments: For certain taxpayers
personally impacted by COVID-19, plan withdrawals up to
$100,000 permitted without early withdrawal penalty
— Plan loan limit: Qualified plan loan limit for 180 days from
enactment is increased to $100,000
— Funding: Required funding of qualified plans extended
through December 31, 2020
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U.S. State and Local Legislation
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Examples of Recent Legislation
Passed..
Pennsylvania

Philadelphia

Indiana

Georgia

— If an employee who normally
works in PA is working from home
in another state temporarily dueto
the COVID-19 pandemic, the
department would not consider
that as a change to the sourcing
of the employee’s compensation.

— Non-resident employees who
have a normal work location of
Philadelphia are not subject to
Philadelphia wage tax during the
time they have been ordered to
work outside of Philadelphia

— IN DOR will not use someone’s
temporary work from home asthe
basis for establishing IN nexus or
for exceeding the protections
provided by P.L. 86-272 for the
employer of the temporary
relocated employee

— GA DOR will not use someone’s
relocation, that is a direct result of
remote work requirements arising
from the pandemic, as the basis
for establishing GA nexus or for
exceeding the protections under
P.L. 86-272 for the employer or
the temporary relocated
employee.

— The employee’s compensation
remains PA source, and the
employer is required to withhold
on the compensation
— Normally follows a “convenience
of employer” test for nonresidents

— Normally follows a “requirement of
employment” standard for
nonresidents – e.g., exemption
from wage tax applies when
employer requires performance of
job duties outside of theCity

— If the employee remains in IN
after the temporary remotework
requirement has ended, nexus
may be established for the
employer.

— If the employee remains in GA
after temporary remote work
requirement has ended, normal
rules for determining nexus apply.

Continue toMonitor…
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Example
Employee A
Normally works in PA
As of March 12th, 2020 has been working from home in Illinois
Employer withholds income tax: PA and IL
Employee B
Normally works in PA
As of March 12th, 2020 has been working from home in New Jersey
Employer withholds income tax: NJ (no change)
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Global COVID-19 Stimulus
Legislation
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KPMG COVID-19 Resource center

Global tax developments summary

Up to date COVID-19 related updates available at:
https://tax.kpmg.us/insights/covid19-tax-impacts.html
https://home.kpmg/xx/en/home/insights/2020/03/flash-alert-covid19.html
https://assets.kpmg/content/dam/kpmg/us/pdf/2020/03/covid-19-tax-developments-summary.pdf

82

Non-US Legislation update
considerations
Payroll tax
— Australia: In Queensland, small
and medium size business can
defer payroll tax payments for
six months
— China: Enterprises can make
catch-upemployer social security
contributions

Individual income tax
— Canada: Eligible workers can
receive incomesupport payments
and a good and services credit
(GST) for certain individuals to be
paid in April 2020
— Taiwan: Individuals who are
under isolation or quarantinedue
to COVID-19 are granted an
income tax exemption treatment
on the subsidies received

Income tax and reimbursements
— Canada: Implemented a 10%
wage subsidy for eligible small
businesses
— United Kingdom: Employers can
fund furloughed employee wages
to the lower of 80% of their
reference pay plus GBP 2,500 per
month with government
assistance

Filing/payment deadline extension
— India: Delayed direct tax payment
deadline & reduced interest rate
for payments before June 30,
2020
— United Kingdom: No change in
submission of annual employer
return. It remains July 6th2020;
— Ireland: all employer share
scheme reporting information
returns extended to 30 June 2020
from March 31st 2020 (for RSS1
and KEEP1)

Don’t forget local country social and unemploymentprograms
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Questions And Answers
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Thank you!
Kerri McKenna

Amy Long

Managing Director

Manager

KPMG

Global Employer Services

kerrimckenna@KPMG.com

BDO USA, LLP
along@bdo.com

Ben Slonek
Senior Associate
Global Employer Services
BDO USA, LLP
bslonek@bdo.com
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