
 

 

 

 

 

 

 

 

CARES Act: Key Tax Provisions 

  

On March 27, 2020, President Trump signed an economic stimulus act titled the 
“Coronavirus Aid, Relief, and Economic Security Act,” also known as the “CARES 
Act.” This advisory summarizes the changes that have been made to the rules 
concerning charitable tax deductions.   

KEY TAKEAWAYS 

The CARES Act temporarily reverses or otherwise significantly modifies a number 
of changes to the Internal Revenue Code that were made in the sweeping 2017 
Tax Cuts and Jobs Act (the 2017 Act). There are four critical updates you need 
to be aware of moving forward: 

1. The CARES Act modifies the 2017 Act’s NOL rules. The 2017 Act eliminated 
the ability of taxpayers to carry back net operating losses (NOLs) to earlier 
tax years. The new law allows taxpayers to carry back NOLs for up to five 
years for losses incurred in 2018, 2019, or 2020. Furthermore, the provision 
in the 2017 Act that prevented the use of NOL carryforwards to offset 
more than 80 percent of a taxpayer’s income in a later taxable year has 
been eliminated for NOLs carried forward to either 2019 or 2020. 

2. The CARES Act repeals the excess loss limitation for 2018 (the first year it 
was effective), 2019, and 2020. The excess loss limitation was added by 
the 2017 Act, and it limits a noncorporate taxpayer’s business losses to its 
business income, plus $250,000 ($500,000 in the case of a joint return). The 
new law does clarify, however, that when the limitation begins to apply 
again in 2021, wages received by a taxpayer will not be considered 
business income for these purposes. Prior to this clarification, many 
taxpayers took the position that wages were considered business 
income, thus increasing the amount of loss they could claim.   

3. The CARES Act changes the interest limitation rules for 2019 and 2020. To 
help pay for corporate tax cuts, the 2017 Act added a significant limit on 
the use of interest deductions by large-business taxpayers, requiring these 
taxpayers to carry forward interest deductions in excess of 30 percent of 
the taxpayer’s “adjusted taxable income” (ATI). The CARES Act raises that 
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limitation from 30 percent to 50 percent of ATI for 2019 and 2020. The CARES Act also allows a 
taxpayer to elect to use its 2019 ATI (likely to be significantly higher than its 2020 ATI) to calculate 
its 2020 limitation. 

4. The CARES Act corrects a depreciation drafting error from the 2017 Act. The 2017 Act forced 
certain taxpayers to depreciate interior improvements over 39 years and excluded this property 
from eligibility for 100 percent first-year bonus depreciation. The retail and restaurant industries 
have long sought corrections to these provisions, which have now been granted in the CARES 
Act. These interior improvements are now eligible for bonus depreciation.  

OTHER HIGHLIGHTS 

• Nonitemizing taxpayers will now be allowed an “above-the-line” deduction for up to $300 per 
year of contributions to public charities.  

• Taxpayers may deduct up to 100 percent of their adjusted gross income (AGI) for cash charitable 
contributions made to a public charity in 2020. Taxpayers are normally limited to a deduction of 
60 percent of their AGI for these contributions.   

• Corporations may deduct up to 25 percent of their taxable income for cash charitable 
contributions made in 2020, while these deductions are usually limited to 10 percent of the 
corporation’s taxable income. 

• The CARES Act also modifies the corporate alternative minimum tax (AMT) credit for corporations 
to make it a refundable credit for the 2018 tax year. 

WHAT’S NEXT 
 
Be sure to check our COVID-19 Resource Hub to stay up-to-date on new regulations and supplemental 
guidance regarding the CARES Act, including information on payroll tax changes. 

 
QUESTIONS 
 
If you would like more information about the tax changes in the CARES Act, please contact Sherman & 
Howard tax attorneys Mike Dubetz or Elizabeth Peterkort. 
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