
IAN: Jon, welcome back on the pod. Always 
great to have you here to talk about the latest 
in the legislative world.

JON: Good to be with you again, Ian. 

IAN: So, Congress obviously is back in session 
right now, and they’re looking to pass an 
additional COVID relief bill before the recess 
coming up in the next few weeks.

What’s the current position of the three main 
players right now—so, the Senate Republicans, 
the House Democrats, and the White House?

JON: Well, the Democrats have a pretty 
clear line, which is “We passed our phase for 
the bill back in the middle of May, it’s been 
languishing now for two months, it’s time that 
Congress gets on the ball and acts quickly.” 
And they’ve made clear their top priorities 
are additional funding for state and local 
governments, another round of rebate checks 
to individuals, and an expansion or extension 
of the unemployment benefits that were 
created in the CARES Act. The CARES Act, if 
you remember, increased unemployment 
checks by $600 per week, and that bonus $600 
expires at the end of July.

Senate Republicans and the White House are 
sort of still formulating their response. And 
what’s interesting is they are not yet singing 
off the same song sheet. As we record this 
on July 21, Ian, the White House is adamant 
that the next bill includes some kind of payroll 
tax cut, something the President’s talked 
about a number of times and has gotten 
increasingly vocal about. However, that’s yet 
to gain substantial traction among Senate 

Republicans, and they continue to express 
concerns with the idea.

Senate Republicans are also adamant the  
next bill contain liability reforms so that 
employers who act in good faith to keep 
employees and customers safe don’t get sued 
if one of them comes down with coronavirus. 
That’s not something House Democrats put  
in their package. It is likely subject to  
extensive negotiations. 

Senate Republicans probably know also 
they need to include some version of 
unemployment insurance extension. I doubt 
they’ll include a clean $600 per week extension 
as passed by the House. There are some 
concerns in some sectors that the additional 
money is so generous relative to what people 
were being paid pre-pandemic that employers 
are going to find it hard to get workers to come 
back to work if the extra money is available. 
And so, I expect an eventual compromise to 
emerge that will be something less than $600 
but will provide some additional assistance  
to those who are forced out of work by  
the pandemic.

But what we do see for sure, Ian, is at this 
point the Republicans in the Senate I don’t 
think have agreement amongst themselves 
what phase four should look like. They don’t 
have agreement between themselves and the 
President on what phase four should look like. 
And so those internal intraparty negotiations 
continue. And until those reach a conclusion, 
it’s going to be impossible for the parties to 
sit down with congressional Democrats and 
hammer out a final agreement.
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IAN: What are some of the areas on the table 
right now that may have some tax implications, 
either for larger corporate taxpayers or maybe 
for small and midsized businesses.

JON: So, for the most part, Ian, we don’t expect 
taxes to play as key a role in this bill as it did 
in the phase three bill passed back at the end 
of March. I do expect to see an expansion of 
the popular employee retention tax credit 
program. I think there’ll be some cleanups to 
the tax treatment of PPP loans, another very 
popular program from the March bill.

I think we will see some kind of additional 
checks directly paid to individuals. If you 
remember, the CARES Act paid individuals up 
to $1,200 per person, $500 per child, subject to 
qualifying income caps. I think we’ll see some 
iteration of a check program again.

There were some other changes in the House-
passed HEROES Act—their version of a phase 
four bill—that I think will not make it into final 
law. There was the relaxation for two years 
of the cap on state and local taxes. That was 
undoing a piece of the TCJA from 2017. I think 
the Senate Republicans will resist that. I also 
think that the House Democrat bill would undo 
some of the CARES Act provisions allowing 
companies to take net operating losses and 
carry them back up to five years, both for 
individuals and corporations. And I think that 
provision is being viewed by Republicans as a 
tax increase relative to what was enacted in 
the CARES Act. I would not expect to see those 
NOL changes from the HEROES Act make it into 
a final phase four bill.

IAN: I’ve also been seeing in the press the 
idea of potentially letting companies monetize 
general business credits to help them with 
liquidity. Obviously big tax change if that were 
enacted. Where do you see things headed with 
that issue? 

JON: Ian, great question. One of the things 
that’s sort of a new start getting a lot of 
traction, or at least discussion at this point, is 
allowing people to monetize or get refunds on 
general business credits, like the R&D credit, 
Renewable Energy Credits, et cetera. There’s 
a very strong lobbying campaign that’s built 
up around this idea and a lot of interested 
companies pushing for it.

At this point I’m skeptical it gets signed into 
law for a couple of reasons. Number one, 
supporters have yet to attract really any 
substantial Democratic support for it. They 
have tried to pitch this as a way to help 
industries often seen as allied with Democratic 
priorities like renewable energy and low-
income housing. But so far, Democrats have 
not bought into that, and they sort of painted 
this I think more as a subsidy for oil and 
gas than for renewables. It also potentially 
will come with a pretty large revenue hit. 
We haven’t seen a score yet from the Joint 
Committee on Taxation. I think supporters 
would argue that, look, this is just accelerating 
into 2020 credits these companies would 
be taking otherwise in future years. So, it’s 
not really spending additional money, it’s 
just accelerating it, which is a way to provide 
liquidity in a time of economic troubles.

But depending on how the provision is drafted 
and reviewed by the Joint Tax Committee, they 
may decide that some of the credits will be 
monetized this year by companies that would 
never use the credits or wouldn’t use them at 
least inside the ten-year budget window. And 
so, it may come with a high score.
So, I’m skeptical it gets enacted in this package. 
But that’s one I am watching very carefully, Ian, 
because I think there’s a lot of strong lobbying 

being done around it. And I think there’s a 
nonzero chance it’s one of the few new starts 
to make it in on the tax side in a phase four bill.

IAN: So, Jon, last question before I let you go.

We continue to see some really troubling 
numbers, both from a health perspective 
related to COVID, as well as the impact this 
virus is having on our economy and jobs. We’ve 
heard that this will probably be the final COVID-
related bill for the calendar year 2020. Do you 
think that’s the case, or do you think there’s 
a possibility that they’re going to have to do 
some additional legislation down the road 
before the end of this year?

JON: Well, let’s start with one caveat, or one 
meta observation, Ian. And that is, from the 
day this pandemic started, the course that 
it has taken through our healthcare system, 
through our economy, and the Congressional 
response to it has been unpredictable.

I think if you had asked people back in 
February when the pandemic was first hitting 
our shores, “Do you think Congress will spend 
$3 trillion on coronavirus mitigation and relief, 
but without paying for it,” you would have been 
laughed out of the room. 
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Having said that, it does appear to me that 
this is the last bill we’re likely to see Congress 
enact directly responsive to coronavirus before 
the election. Now, there could be pieces of 
upcoming bills that address discrete issues like 
access to voting in November, for example. But 
for the most part, I do think it’s fair to say that 
we’re unlikely to see a big, robust phase five bill 
enacted pre-election. We are just getting too 
close to November, and partisan politics are 
getting harder and harder. 

Having said that, it is entirely possible we will 
find ourselves in November in a lame duck 
session or in early January of 2021 in a situation 

in which Congress and the President, whoever 
he may be at that point, decides that additional 
actions are needed to help the economy, help 
our healthcare system, and that we need to do 
a phase five bill. I certainly would not put that 
beyond the realm of possibility. I just don’t see 
it happening at this point before November.

IAN: Jon, thanks again for coming on the 
podcast. Always great to hear your information 
and your insights. Thanks again. 

JON: Thank you, Ian. Be well and be safe.
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