
 

 

COVID-19 Legislation for Nonprofits 
 

In recent weeks, President Trump signed relief bills and the IRS issued notices affecting individuals and businesses 
hit hard by the effects of the SARS-CoV-2 virus and the incidence of COVID-19 (COVID-19). The first package 
included $8.3 billion for the healthcare system and the second, the Families First Coronavirus Response Act 
(FFCRA), provided $150 billion for sick leave, unemployment and emergency testing. Unprecedented in scale and 
scope, a $2 trillion stimulus bill was recently signed by President Trump as the third relief package. The Coronavirus 
Aid, Relief, and Economic Security Act (CARES Act) includes relief for individual Americans, healthcare workers, 
small businesses and certain industries affected by the pandemic. In addition, the IRS has released a notice 
extending filing and payment deadlines, as well as clarification around this extension. 

This article will provide a high-level overview of how these packages and notices may affect nonprofit 
organizations. For ease of reference, section numbers are included to help navigate the almost 900-page law. 

Small Business Administration (SBA) (Title I)  

Payroll Protection Program (PPP) (Section 1102) 
The 7(a)-loan program, administered by the SBA, provides financial assistance to small businesses, including 
nonprofit organizations. The CARES Act authorizes an additional $349 billion for general 7(a) business loans. For 
SBA Express loans, the statutory $350,000 limit is increased to $1 million through December 31, 2020. In general, 
the SBA responds to Express loans within 36 hours (compared to standard 7(a) loans, which may take weeks to 
process).  

Recipients of 7(a) loans may be eligible for loan forgiveness on covered loans in an amount equal to the sum of the 
costs incurred for an eight-week period starting on the origination date of the loan between February 15, 2020, 
and June 30, 2020, due to payroll cost, mortgage interest payments, rent or utility payments. The CARES Act also 
gives the SBA authority to provide paycheck protection loans to help employers cover costs, including wages, paid 
leave and state taxes on employee wages. These benefits are available to employers of not more than the greater 
of 500 employees or, if applicable, the number of employees per organization within the industry as determined 
by SBA’s sizing standards, including nonprofit organizations. 

Borrower fees and lenders fees are waived. The “credit elsewhere” test and personal guaranteed requirements are 
also waived.  

A borrower is limited from receiving PPP assistance and an Economic Injury Disaster Loan (EIDL) through SBA for 
the same purpose. A borrower who has an EIDL loan unrelated to COVID-19 that was made after January 31, 2020, 
can apply for a PPP loan, with an option to refinance the EIDL loan into the PPP loan. The emergency EIDL grant 
award of up to $10,000 would be subtracted from the amount forgiven under the PPP. 

For nonprofits, the PPP is only available to 501(c)(3) organizations and 501(c)(19) veterans’ organizations. Tribal 
organizations are eligible if they meet the SBA’s standard business size definition. All other nonprofit organizations 
are ineligible. 

Entrepreneurial Development Programs (Section 1103)  
The CARES Act sets aside $265 million for a small business concern that has experienced any of the following as a 
result of COVID-19:  

 Supply chain disruptions, including changes in: 

• Quantity and lead time, including the number of shipments of components and delays in 
shipments  

• Quality, including shortages in supply for quality control reasons 
• Technology, including a compromised payment network 
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 Staffing challenges 
 A decrease in gross receipts or customers 
 A closure 

Noted in this section is that 20 percent of the funds awarded are to be used for women’s business center programs 
exempt under §501(c). As defined in the Small Business Act, a women’s business center is a small business concern 
owned and controlled by women with no less than 51 percent owned by one or more women and the 
management and daily business operations are controlled by one or more women. 

Loan Forgiveness (Section 1106)  
Borrowers will be eligible for loan forgiveness equal to the amount spent by the borrower during an eight-week 
period after the origination date of the loan on payroll costs, interest payment on any mortgage incurred prior to 
February 15, 2020, payment of rent on any lease in force prior to February 15, 2020, and payment on any utility for 
which service began before February 15, 2020. Amounts forgiven may not exceed the loan’s principal amount. 
Eligible payroll costs do not include compensation above $100,000 in wages. Forgiveness on a covered loan is 
equal to the sum of the following payroll costs incurred during the covered eight-week period compared to the 
previous year or time period, proportionate to maintaining employees and wages: 

 Payroll costs plus any interest payment on any covered mortgage obligation (but not prepayments) plus 
any payment on any covered rent obligation plus any covered utility payment. 

 The amount forgiven will be reduced proportionally by any reduction in employees retained compared to 
the monthly average number of full-time equivalent employees from February 15 to June 30, 2019, or at 
the election of the applicant, the monthly average of full-time equivalent employees from January 1 to 
February 29, 2020. This also is reduced by the reduction in pay of any employee beyond 25 percent of 
their compensation for the most recent full quarter before the eight-week covered period. To encourage 
employers to rehire any employees who have already been laid off due to the COVID-19 crisis, borrowers 
that rehire workers previously laid off will not be penalized for having a reduced payroll at the beginning 
of the period. 

Section 1106 also allows forgiveness for additional wages paid to tipped workers. 

Emergency EIDL Grants (Section 1110) 
The CARES Act allocates $10 billion for emergency grants and expands eligibility for access to EIDLs to include tribal 
businesses, cooperatives and employee stock ownership plans with fewer than 500 employees or any individual 
operating as a sole proprietor or independent contractor for the 2020 calendar year. These new EIDLs also include 
an option for a $10,000 cash advance within three days of application that does not have to be paid back—even if 
the borrower’s application is subsequently rejected. The advance must be used to:  

 Provide paid sick leave to employees unable to work due to COVID-19 

 Maintain payroll to retain employees during business disruptions or substantial slowdowns 

 Meet increased costs to obtain materials unavailable from the applicant’s original source due to 
interrupted supply chains  

 Make rent or mortgage payments  

 Repay obligations that cannot be met due to revenue losses 

In contrast to the PPP above, all private nonprofit organizations exempt under 501(c) are eligible for the EIDL 
program. In addition, certain organizations exempt under 501(d) (apostolic organizations) or 501(e) 
(cooperative hospital service organizations) also are eligible. A 501(c)(3) or 501(c)(19) organization could obtain 
both the EIDL grant and a PPP loan, but should take precautions to help ensure they are not used for the same 
purposes. 
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Subsidy for Certain SBA Loan Payments (Section 1112)  
The CARES Act allocated $17 billion for loan subsidies on existing 7(a) (including Community Advantage), 504 or 
microloan products; however, PPP loans are not covered. 

The SBA must pay the principal, interest and any associated fees that are owed on the covered loans for a six-
month period starting on the next payment due. Loans that are already on deferment will receive six months of 
payment by the SBA beginning with the first payment after the deferral period. Loans made up until six months 
after enactment also will receive a full six months of loan payments by the SBA. 

The SBA must make payments no later than 30 days after the date on which the first payment is due. This requires 
the SBA to still make payments even if the loan was sold on the secondary market. 

The SBA must encourage lenders to provide deferments and allows lenders, up to one year after enactment, to 
extend the maturity of SBA loans in deferment beyond existing statutory limits. 

Assistance for Workers, Families & Businesses (Title II)  

Individual Provisions Affecting Nonprofits 

Unemployment Insurance Provisions (Sections 2101–2116) 

The bill expands those covered by unemployment insurance to include those unemployed, underemployed or 
unable to work in the following situations:  

 The individual has been diagnosed with COVID-19 or is experiencing symptoms of COVID-19 and seeking a 
medical diagnosis; a member of the individual’s household has been diagnosed with COVID-19; the 
individual is providing care for a family member or a member of the individual’s household who has been 
diagnosed with COVID-19; a child or other person in the household for which the individual has primary 
caregiving responsibility is unable to attend school or another facility that is closed as a direct result of the 
COVID-19 public health emergency and such school or facility care is required for the individual to work  

 The individual is unable to reach the place of employment because of a COVID-19 quarantine or self-
quarantine advised by a healthcare provider 

 The individual was scheduled to commence employment and does not have a job or is unable to reach the 
job as a direct result of COVID-19  

 The individual has become the breadwinner or major support for a household because the head of the 
household has died as a direct result of COVID-19 

 The individual has to quit his or her job as a direct result of COVID-19  

 The individual’s place of employment is closed as a direct result of COVID-19  

In addition, Section 2103 is a specific section applicable only to nonprofit organizations and governmental entities. 
This section allows for reimbursement of 50 percent of the unemployment costs incurred through the end of 2020 
for nonprofits that use a self-funded unemployment trust. 

The bill will add $600 for four months to the unemployment benefit determined under existing state laws. The 
enhanced unemployment assistance will be made available without any waiting period. If state benefits run out 
and an individual is still unemployed, the federal government will provide 13 additional weeks of unemployment 
insurance through December 31, 2020. The increased benefits will not count toward any income limits under 
Medicaid or the Children’s Health Insurance Program. 
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Modification of Limits on Charitable Deductions During 2020 (Section 2204–2205) 

Taxpayers who do not otherwise elect to itemize deductions are allowed an above-the-line deduction of up to 
$300 for charitable contributions made in cash (not stock) to any qualifying §501(c)(3) public charity, excluding 
donor-advised funds and 509(a)(3) supporting organizations.   

In addition, for individuals who itemize, the CARES Act temporarily increases limitations on deductions for 
charitable contributions made in 2020. For individuals, the 60 percent of AGI limitation is suspended for 2020. For 
contributions of food inventory, the limitation is increased from 15 percent to 25 percent. Excess contributions 
may be carried forward to future years based on the existing charitable contribution carryforward rules. For 
corporations, the limit is increased from 10 percent of taxable income to 25 percent.   

The increase in the limit for corporations also would affect tax-exempt organizations that are taxed as a 
corporation in the deductibility of charitable contributions as an offset to unrelated business taxable income 
(UBTI). UBTI allows for a charitable contribution deduction but is subject to the same limits as a corporation. If a 
tax-exempt organization has UBTI, this may be a good year to increase charitable contributions to other qualifying 
charities that may be struggling to reduce taxes on UBTI for the 2020 tax year.  

While many charities have seen a decrease in charitable contributions since the enactment of the Tax Cuts and 
Jobs Act (TCJA) due to the increase in standard deduction, these provisions could help temporarily reverse some of 
those effects by increasing the overall limitations and providing deductibility outside of the standard deduction, as 
well as the possibility of increasing your donor base. 

Employer Payment of Student Loans (Section 2206) 

Through December 31, 2020, an employer may contribute up to $5,250 annually toward an employee’s student 
loans, and such payment would be excluded from the employee’s income. The $5,250 cap applies to both the new 
student loan repayment benefit as well as other educational assistance, e.g., tuition, fees and books, provided by 
the employer under current law. 

Business Provisions 

Employee Retention Credit (Section 2301) 

The CARES Act will allow a credit against applicable employment taxes for each calendar quarter in an amount 
equal to 50 percent of the qualified wages up to $10,000, resulting in a maximum credit of $5,000 per employee. 
To qualify for the credit, an employer must meet all the following criteria: 

1. The employer must have carried on a trade or business during calendar year 2020 

2. The operation of that trade or business is either:  

a. Fully or partially suspended due to orders from an appropriate governmental authority limiting 
commerce, travel or group meetings due to COVID-19; or 

b. Receiving gross receipts, for at least one calendar quarter, that are less than 50 percent of the gross 
receipts received during the same calendar quarter(s) in the prior year. This period of significant decline in 
gross receipts is recognized until the gross receipts for a calendar quarter are greater than 80 percent of 
gross receipts for the same calendar quarter in the prior year. 

The rules governing whether employers qualify for the credit depend on the number of employees who work for 
the employer. For employers with more than 100 full-time employees during 2019, an employee must be unable 
to provide services due to the circumstances outlined in 2a or 2b above. For employers with 100 or fewer full-time 
employees, the credit is allowed regardless of whether an employee is able to provide services, as long as the 
circumstances outlined in 2a or 2b above are met.   
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The CARES Act includes anti-abuse measures that prevent employers from double-counting wages used to 
determine the employee retention credit in the calculation of other credits such as the Work Opportunity Tax 
Credit under Internal Revenue Code (IRC) §51 or the Employer Credit for Paid Family and Medical Leave under IRC 
§45S. In addition, employers receiving small business interruption loans (covered below) are not eligible for the 
employee retention credit. 

In the case of a tax-exempt organization under §501(c), all operations and activities of the organization must be 
considered in the calculation of (1) and (2) above. Therefore, 501(c) exempt organizations are eligible to receive 
this employee retention credit but cannot look at separate lines of exempt function activities in determining gross 
receipts. 

Delayed Payment of Employer Payroll Taxes (Section 2302) 

The CARES Act expands the payroll tax relief provided under the FFCRA by allowing employers to delay remittance 
of their share of Social Security tax that would have been deposited between the date of the CARES Act’s 
enactment and December 31, 2020. Instead, 50 percent of those taxes must be deposited by December 31, 2021, 
and the remainder deposited by December 31, 2022.  

Similar relief is provided for self-employed individuals under the Act. However, those taxpayers still must pay 50 
percent of the Social Security tax portion of these taxes, i.e., the employee’s share, in the same manner as usual. 
Employers who have had indebtedness forgiven under the Small Business Act are not eligible for this payroll and 
self-employment tax deferral relief.  

Net Operating Losses (NOL) (Section 2303) 

Under the CARES Act, the current NOL rules—put in place by the TCJA—are temporarily revised to allow losses 
arising in tax years 2018, 2019 or 2020 to be carried back five years. In addition, the provision limiting NOLs to only 
80 percent of a taxpayer’s taxable income is suspended for taxable years beginning before January 1, 2021, 
allowing companies to fully offset taxable income by such carrybacks or carryforwards. 

The CARES Act also provides a technical correction to the TCJA to retroactively align the effective date of the NOL 
limitation and NOL carryback/carryforward provisions. In addition, for noncorporate taxpayers, the limitation on 
excess business losses imposed by the TCJA would be retroactively postponed and applied only to taxable years 
beginning after December 31, 2020. 

For tax-exempt organizations, this provision is applicable for those who have reported UBTI and were affected by 
the NOL carryback/carryforward provisions enacted under the TCJA.   

Modifications of Limitations on Business Interest (Section 2306)  

The TCJA created a new limitation on business interest expense deductions for tax years beginning after December 
31, 2017. The CARES Act temporarily modifies the 30 percent limitation—as originally provided in the TCJA—to 50 
percent for all taxpayers except partnerships. While taxpayers may elect to use the 30 percent limitation instead, 
this provision would affect taxable years beginning in 2019 or 2020 and allow businesses to increase liquidity with 
a reduced cost of capital. In addition, businesses may elect to use their 2019 income to calculate the adjusted 
taxable income to which the 50 percent would apply. 

Unless they elect not to, partners of partnerships subject to the business interest expense limitation rules would 
be able to treat 50 percent of any allocated excess business interest expense (EBIE) from the partnership during 
2019 as fully deductible in tax year 2020. The remaining 50 percent of EBIE is subject to the normal rules under IRC 
§163(j) and is only deductible by the partner in a future year if that same partnership passes through excess 
taxable income or excess business interest income. 

For tax-exempt organizations, this provision is applicable for those who have reported UBTI and were affected by 
these modifications of deductible business interest enacted under TCJA.  
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Healthcare & Education Provisions 

For the Healthcare Provisions (Title III), please see our BKD Thoughtware® summary of the CARES Act. 

Review our summary of the Educational Provisions (Sections 3501–3519) provided by the CARES Act for more 
information pertaining to higher education. 

Labor Provisions (Sections 3601–3611)  
This section of the CARES Act includes clarifications on several issues—most notably:  

 Creates a limitation stating an employer shall not be required to pay more than $200 per day and $10,000 
in the aggregate for each employee under this section. 

 Creates a limitation stating an employer shall not be required to pay more than $511 per day and $5,110 
in the aggregate for sick leave or more than $200 per day and $2,000 in the aggregate to care for a 
quarantined individual or child for each employee under this section. 

 Provides that applications for unemployment compensation and assistance with the application process, 
to the extent practicable, be accessible in two ways: in person, by phone or online. 

 Allows an employee who was laid off by an employer March 1, 2020, or later to have access to paid family 
and medical leave in certain instances if they are rehired by the employer. Employee would have had to 
have worked for the employer for at least 30 days prior to being laid off. 

 Allows employers to receive an advance tax credit from the U.S. Department of the Treasury instead of 
having to be reimbursed on the back end.  

 Ensures that federal contractors who cannot perform work at their duty station or telework because of 
the nature of their jobs due to COVID-19 continue to get paid. 

ERISA & Pension Relief (Sections 3607–3609) 
 Gives the Department of Labor the ability to postpone certain ERISA filing deadlines for a period of up to 

one year in the case of a public health emergency. 

 Provides single employer pension plan companies with more time to meet their funding obligations by 
delaying the due date for any contribution otherwise due during 2020 until January 1, 2021. At that time, 
contributions due earlier would be due with interest. The bill also provides that a plan’s status for benefit 
restrictions as of December 31, 2019, will apply throughout 2020. 

 For plan years beginning after December 31, 2018, the CARES Act amends the definition of Cooperative 
and Small Employer Charity (CSEC) pension plans to provide that a pension plan will be a CSEC plan if, as 
of January 1, 2000, the plan was sponsored by an employer that:  

• Is exempt from taxation under Code section 501(c)(3) 
• Has been in existence since 1938  
• Conducts medical research directly or indirectly through grant making   
• Has as its primary exempt purpose providing services with respect to mothers and children 

State, Local & Tribal Relief Funds (Title V – Section 5001) 
The bill will set aside $150 billion for states, tribal governments and local governments. Each state will receive at 
least $1.25 billion with the remainder of funds allocated based on population. Tribal governments will be allocated 
$8 billion to be divided based on each government’s COVID-19-based spending as determined by the Secretary of 
the Interior and Indian tribes.   

https://www.bkd.com/alert-article/2020/03/covid-19-cares-act-approved
https://www.bkd.com/alert-article/2020/03/covid-19-cares-act-approved
https://www.bkd.com/alert-article/2020/03/covid-19-cares-act-relief-higher-education
https://www.bkd.com/alert-article/2020/03/covid-19-cares-act-relief-higher-education
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Funding Provisions (Title VI)  
This section provides funding provisions for various branches of government. These were last-minute additions to 
the Senate bill. This highlights the largest appropriations and is not a complete list. In addition to the agencies 
listed below, the CARES Act provides $10 billion to the U.S. Postal Service.  

Agricultural Programs (Title I)  
The CARES Acts designates $9.5 billion to providing support for agricultural producers impacted by coronavirus, 
including producers of specialty crops, producers that supply local food systems, including farmers markets, 
restaurants and schools, and livestock producers, including dairy producers. 

 Rural Developmental Programs – $20.5 million  

 Domestic Food Programs 

o Child Nutrition Services – $8.8 billion 

o Supplemental Nutrition Assistance Program – $15.8 billion 

 $100 million of this total is designated for the food distribution program on Indian 
reservations and $200 million is designated for grants to the Northern Mariana Islands, 
Puerto Rico and American Samoa 

o Commodity Assistance Program – $450 million 

 Commodity Credit Corporation Fund – $14 billion 

Department of Defense (Title III)  
 National Guard, Army – $746 million 

 National Guard, Air Force – $482 million 

 Operations and Maintenance (Army, Navy, Air Force, Marines and National Guards) – $1.9 billion 

 Defense Production Act purchases – $1.0 billion 

 Working capital funds – $1.5 billion 

 Defense Health Program – $3.8 million 

Department of Energy (Title IV)  
The CARES Act provides $100 million to Office of Science and National Nuclear Security Administration to help 
prevent, prepare for and respond to coronavirus, domestically or internationally, and for necessary expenses 
related to providing support and access to scientific user facilities. 

Department of the Treasury (Title V)  
 IRS – $250 million 

 SBA, Disaster Loans Program – $562 million for Section 7(b) loans  

Department of Homeland Security (Title VI)  
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Funding Provisions (Title VII)  

Department of the Interior 
 Bureau of Indian Affairs – $453 million to help prevent, prepare for and respond to coronavirus, 

domestically or internationally, including, but not limited to, funds for public safety and justice programs, 
executive direction to carry out deep cleaning of facilities, purchase of personal protective equipment, 
purchase of IT to improve teleworking capability, welfare assistance and social services programs 
(including assistance to individuals) and assistance to tribal governments, including tribal governments 
that participate in the ‘‘Small and Needy’’ program. Not less than $400 million shall be made available to 
meet the direct needs of tribes. 

 Bureau of Indian Education – $69 million for funding for tribal colleges and universities, salaries, 
transportation and IT. No less than $20 million of this total will be allocated for tribal colleges and 
universities.  

Department of Health & Human Services 
 Indian Health Services (IHS) – $1.0 billion. No less than $450 million is to be distributed by IHS-operated 

programs on to tribes and tribal organizations through contracts or grants 

Funding Provisions (Title VIII)  

Department of Labor 
 Training and Employment Services – $345 million 

Department of Health & Human Services 
 U.S. Centers for Disease Control and Prevention – $4.3 billion, with at least $1.5 billion designated for 

states, localities, territories, tribes, tribal organizations and urban Indian health organizations  

 National Institute of Allergy and Infectious Diseases – $706 million 

 Substance Abuse and Mental Health Services – $425 million 

 Medicare and Medicaid – $200 million, with at least $100 million allocated for nursing home facilities in 
locations with community transmission of coronavirus.  

 Administration for Children and Families, low-income energy assistance – $900 million 

 Child Care and Developmental Block Grants – $3.5 billion 

 Children and Families Services Programs – $1.9 billion 

o $1 billion of this total is to be used for Community Services Block Grants and $750 million will be 
used for the Head Start programs, including summer programs 

 Aging and Disability Services Programs – $1 billion 

 Public Health and Social Services Emergency Funds – $27 billion 

o No more than $16 billion is to be used for the Strategic National Stockpile 
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Department of Education 
The CARES Act allocates $30.8 billion to the Education Stabilization Fund, which is broken into three major 
components: Higher Education Emergency Relief Fund – $14 billion; Elementary and Secondary Emergency Relief 
Funds – $13 billion; and the Governor’s Emergency Education Relief Funds – $3 billion.  

Governor’s Emergency Education Relief Fund (Section 18002) 

The grants to each state (including the District of Columbia and Puerto Rico) will be based 60 percent on the 
relative population of individuals age 5 to 24 and 40 percent on the relative number of children counted under the 
ESEA.  

Elementary & Secondary Emergency Relief Funds (Section 18003)  

Funds will be available to each state educational agency based on the same proportion as each state received 
under ESEA in the most recent fiscal year. States must then allocate at least 90 percent of their funds as subgrants 
to local educational agencies, including charter schools, in the same proportion as each locality’s most recent ESEA 
allocation. Nonpublic schools must be provided equitable services.  

Higher Education Emergency Relief Fund (Section 18004) 

The CARES Act breaks higher education relief into several categories: 90 percent of the total fund, or $12.5 billion, 
will be allocated to institutions based 75 percent on Pell Grant-eligible students and 25 percent of remaining 
enrollment (not Pell-eligible).  

Seven and a half percent of the total fund, or $1.0 billion, will be available for additional awards to be allocated by 
the Secretary of Education based on current allocations under the Further Consolidated Appropriations Act. These 
awards can be used to defray expenses including lost revenue, reimbursement for expenses already incurred, 
technology costs associated with a transition to distance education, faculty and staff trainings and payroll incurred 
by institutions of higher education, and for grants to students for any component of the student’s cost of 
attendance, including food, housing, course materials, technology, healthcare and child care. 

The CARES Act reserves $350 million for higher education institutions with the greatest unmet need to be used to 
defray expenses (including lost revenue, reimbursement for expenses already incurred, technology costs 
associated with a transition to distance education, faculty and staff trainings and payroll) incurred by institutions of 
higher education and for grants to students for any component of the student’s cost of attendance, including food, 
housing, course materials, technology, healthcare and child care.  

Gallaudet and Howard Universities received separate direct allocations of $7.0 million and $13.0 million 
respectively.  

Social Security Administration 
The CARES Act allocates $300 million to cover various administrative expenses as a result of COVID-19.  

Department of Veterans Affairs (Title X)  
 General operating expenses – $13 billion 

 Medical services – $14 billion 

 Medical community care – $2 billion 

 Information technology – $2 billion 
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FFCRA, H.R. 6201 
See the Thoughtware article “Families First Coronavirus Response Act to Provide Employer Tax Credits” for full 
details. 

Government entities and employers with fewer than 500 workers are mandated by the FFCRA to provide 80 hours 
of paid sick leave to all covered employees and up to 10 weeks of paid family leave for certain employees affected 
by COVID-19 who have worked at the company for at least a month. The FFCRA also provides a series of tax credits 
to employers and self-employed individuals to help cover lost income due to the COVID-19 outbreak. 

The provisions for emergency paid sick leave and emergency family and medical leave expansion apply to tax-
exempt organizations with fewer than 500 workers. Certain healthcare providers can be excluded, including 
hospitals, healthcare clinics and post-secondary educational institutions offering healthcare instruction, among 
others. 

The tax credits for paid sick and paid family and medical leave are also available to tax-exempt organizations as 
they offset payroll tax rather than income tax. 

IRS Notice 2020-18 
The IRS issued Notice 2020-18, which extended both the income tax payment and filing deadlines until July 15, 
2020, for payments and filings due April 15, 2020. While this is welcome relief for many taxpayers, it is important 
to define how this applies to tax-exempt organizations. In an FAQ provided by the IRS after this Notice, the IRS 
specifically noted that Form 990-T, which is due to be filed on April 15, is extended to July 15. However, taxpayers 
with Form 990-T due May 15 are not extended under this Notice. The IRS also specifically noted that any other due 
dates outside of April 15 have not yet been granted relief. Therefore, tax-exempt organizations with Form 990s 
and 990-Ts due May 15 (calendar-year organizations and June 30, 2019, organizations on extension) must still 
meet the May 15 deadline unless further guidance is issued. In addition, Form 990s for November 30, 2019, or May 
31, 2019, on extension are still due April 15, but the Form 990-T payment and filing for these year-ends can be 
delayed to July 15. 

Other Planning Opportunities  

In this Thoughtware alert, we described gifting considerations for individuals. We recommend that nonprofits 
familiarize themselves with these strategies as they could work with their donors and potential donors to become 
beneficiaries of charitable trusts and recipients of other gifting opportunities. 

Conclusion  
Nonprofit organizations should review the applicability of each of these provisions to find benefits that can help 
their organizations withstand this crisis. For 501(c)(3) and 501(c)(19) organizations with 500 or fewer employees, 
the PPP could apply. For all nonprofit organizations with 500 or fewer employees, the EIDL grants may be 
beneficial. For all nonprofit organizations, the Employer Payroll Tax Deferral may prove useful, and the Employee 
Retention Credit is available for those nonprofit organizations that do not participate in the PPP.  

BKD will continue to follow this developing situation. Visit BKD’s COVID-19 Resource Center to learn more. If you 
have questions about these changes, contact your BKD Trusted Advisor™ today. 
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