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• Items currently in the Governor’s introduced budget and additional items to 
be proposed.

Provision FY 2021 FY 2022 FY 2023 FY 2024

COVID-19 Related Retirement Distributions - ($8.5) ($1.4) ($0.2)

Above-the-Line Charitable Contributions Deduction ($11.1) ($2.8) - -

Deduction Limitations for Certain Charitable Contributions ($19.5) $4.3 $5.8 $2.3

Exclusion of Educational Payments ($3.6) ($0.5) - -

Total CARES Act Provisions ($34.2) ($7.5) $4.5 $2.1

Extension of the $300 deduction for non-itemizers to 
Taxable Year 2021 - ($21.5) ($5.4) -

Enhancing the charitable deduction for individuals for 
certain contributions

($4.5) ($19.8) $5.4 $7.2

Temporary full business meals deduction - ($17.8) ($10.5) ($2.2)

Extension of exclusion for certain employer payments of 
student loans

- ($8.5) ($6.2) ($6.6)

Depreciation of certain residential rental property over a 30-
Year Period

- ($8.1) ($1.4) ($0.9)

Temporary enhancement of the earned income tax credit 
for certain taxpayers

($3.2) - - -

Repeal of the deduction for qualified tuition - $7.7 $7.9 $7.4

All other provisions ($1.3) ($1.8) ($0.7) ($0.7)

Total CAA Provisions ($9.0) ($69.7) ($10.9) $4.3 

CARES AND CAA CONFORMITY PROVISIONS


Conformity Provisions

		Page of Conf.  Explan.		CARES AND CAA CONFORMITY PROVISIONS

				Provision						FY 2021		FY 2022		FY 2023		FY 2024

				COVID-19 Related Retirement Distributions		Qualifying distributions may be made during 2020		Flows through to individuals (unknown, indirect and direct revenue impact) 
Direct off model impact of the recontribution		-		($8.5)		($1.4)		($0.2)

				Above-the-Line Charitable Contributions Deduction		Taxable years beginning after 12/31/19 		Flows through to individuals (negative revenue impact)		($11.1)		($2.8)		-		-

				Deduction Limitations for Certain Charitable Contributions		Taxable years beginning after 12/31/19 		Flows through to individuals and corporations (negative revenue impact)		($19.5)		$4.3		$5.8		$2.3

				Exclusion of Educational Payments		Payments made after the DOE and prior to 1/1/21		Flows through to individuals (negative revenue impact)		($3.6)		($0.5)		-		-

				Total CARES Act Provisions						($34.2)		($7.5)		$4.5		$2.1

				Extension of the $300 deduction for non-itemizers to Taxable Year 2021		TY 2021		Flows through to individuals (negative revenue impact)		-		($21.5)		($5.4)		-

				Enhancing the charitable deduction for individuals for certain contributions		TYs 2020 and 2021		Flows through to individuals (negative revenue impact)		($4.5)		($19.8)		$5.4		$7.2

				Temporary full business meals deduction		Amounts paid or incurred after December 31, 2020.		Flows through to  businesses (negative revenue impact)		-		($17.8)		($10.5)		($2.2)

				Extension of exclusion for certain employer payments of student loans		Payments made in TY beginning after December 31, 2020		Flows through to individuals and businesses (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		-		($8.5)		($6.2)		($6.6)

				Depreciation of certain residential rental property over a 30-Year Period		Taxable years beginning after  12/31/17		Flows through to businesses (negative revenue impact) 		-		($8.1)		($1.4)		($0.9)

				Temporary enhancement of the earned income tax credit for certain taxpayers		TY 2020		Flows through to individuals (negative revenue impact)		($3.2)		-		-		-

				Repeal of the deduction for qualified tuition		TY beginning after December 31, 2020		Flows through to individuals (positive revenue impact beginning in FY 2022?)		-		$7.7		$7.9		$7.4

				All other provisions						($1.3)		($1.8)		($0.7)		($0.7)

				Total CAA Provisions						($9.0)		($69.7)		($10.9)		$4.3

				TOTAL, ALL CONFORMITY PROVISIONS						($43.2)		($77.2)		($6.4)		$6.4

				Assumed in Budget						($34.2)		($7.5)		N/A		N/A

				Budget Adjustment Required						($9.0)		($69.7)		N/A		N/A





Deconformity Provisions

		Page of Conf.  Explan.		CARES AND CAA DECONFORMITY PROVISIONS

				Provision						FY 2021		FY 2022		FY 2023		FY 2024

				Enhanced Deduction for NOLs		Apply to tax years beginning after 12/31/17, and to tax years beginning on or before 12/31/17, to which NOLs arising in tax years beginning after 12/31/17 are carried		Flows through to businesses (negative revenue impact)		-		-$312.6		$13.1		$26.8		This provision would enhance NOLs for TY 2018, 2019 and 2020 by removing the income limitation to allow such NOLs to fully offset income.  Also, allows such NOLs to be carried back for up to 5 years preceding the year of loss. 


				Excess Business Losses for Noncorporate Taxpayers		Excess business losses in TY 2018, 2019 and 2020		Flows through to businesses (negative revenue impact)		-		-$305.9		-		-		Allows noncorporate taxpayers to deduct excess business losses arising in 2018, 2019, and 2020.  This was disallowed by the TCJA for 2018-2025.  This strikes the TCJA provision for 2018, 2019, and 2020, and brings it back after 2020.
AY - Reverse Chb estimates

				Business Interest Deduction Limitation		Taxable years beginning after 12/31/18 & before 12/31/20		Flows through to businesses (negative revenue impact)		-		-$47.3		($1.7)		($1.3)		Increases the 163(j) business interest deduction limitation from 30% to 50% for 2019 and 2020.  This would also interact with our enhanced 20% additional deduction. 
AY -Estimates include impact on 20% additional deduction

				Total CARES Act Provisions						-		-$665.7		$11.4		$25.5

				Extension of 7.5% Floor for the Medical Expense Deduction		TY beginning after December 31, 2020		Flows through to individuals (negative revenue impact beginning in FY 2022?)		-		($14.5)		($29.6)		($30.2)

				PPP Min						($150)		($190)

				PPP Max						($190)		($310)

				Deductibility of Business Expenses Funded by PPP Loan and EIDL Fund Proceeds						($150-$190)		($190-$310)		Unknown		Unknown

				Total Min (CAA)								($204.5)

				Total Max (CAA)								($324.5)

				Total CAA Provisions						($150-$190)		($205-$325)		Unknown		Unknown

				Total Min						-		($870.3)		-		-

				Total Max						-		($990.3)		-		-

				Total (CARES and CAA Provisions)						($150-$190)		($871-$991)		Unknown		Unknown







CARES

		Impact of Fully Conforming to the CARES Act

				FY 2021		FY 2022		FY 2023		FY 2024

		NOL Deduction		-		(312.6)		13.1		26.8

		Excess Business Losses		-		(305.9)		-		-

		Business Interest Deduction Limitation		-		(47.3)		(1.7)		(1.3)

		Total, Business Provisions		-		(665.7)		11.4		25.5



				FY 2021		FY 2022		FY 2023		FY 2024

		COVID-19 Related Retirement Distributions		-		(8.5)		(1.4)		(0.2)

		Exclusion of Educational Payments		(3.6)		(0.5)		-		-

		Above-the-Line Charitable Contributions Deduction		(11.1)		(2.8)		-		-

		Deduction Limitations for Certain Charitable Contributions		(19.5)		4.3		5.8		2.3

		Total, Individual Provisions		(34.2)		(7.5)		4.5		2.1

		TOTAL IMPACT, ALL PROVISIONS		(34.2)		(673.2)		15.8		27.7





PPP Cash Flow

						SBA PPP Data ($M)

						PPP Loans Issued Nationwide through 11-24-20		$525,000

						PPP Loans Issued in VA through 11-24-20		$12,556

						% VA to USA		2.4%

						Additional Nationwide PPP funds-Consolidated Appropriations Act, 2021		$284,500

						Estimated additional PPP loans to be issued in VA		$6,804

						Total PPP - VA (Including the additional funds through the Consolidated Appropriations Act, 2021)		$19,360



						Maximum Estimate- Based on broad assumptions ($ Millions)		Assumes corp/ind ratio 40/60 (based on reported business type in original SBA data)		Old loan		New

						Amount of PPP loans to be issued in VA (Including the additional $284.5B PPP funds through the Consolidated Appropriations Act, 2021)		$19,360		$12,556		$6,804

						Adjustment Non-Profits (7%)		$18,005		$11,677		$6,328

						Assuming 90% of PPP loans are forgiven		$16,204		$10,509		$5,695

						Revenue Loss Corporate (6% tax rate)		($389)		($252)		($137)

						Revenue Loss Individuals (5.38% effective tax rate)		($523)		($339)		($184)

						Conformity Max Revenue Loss (corporate + individuals)		($912)		($591)		($321)



						Illustrative Estimate-Based on broad assumptions (*)

						Assuming 40/60 corp/ind ratio 

						($ Millions)

																		Unknown because of carry forward

						Option 1: Assumes 48% of corporations have positive tax liability and 81% of PTE have positive tax liability		Based on Tax Liability Assumptions TY20-TY21		Old loan		New		FY 2021 Proposed		FY 2022 Proposed		FY 2023 Proposed		FY 2024 Proposed

						Amount of PPP loans to be issued in VA (Including the additional $284.5B PPP funds through the Consolidated Appropriations Act, 2021)		$19,360		$12,556		$6,804												Memo Proposed:

						Adjustment Non-Profits (7%)		$18,005		$11,677		$6,328												FY21		($150)-($190)

						Assuming 90% of PPP loans are forgiven		$16,204		$10,509		$5,695												FY22		($190)-($310)

						Revenue Loss Corporate (48% of tax liability, and 6% tax rate)		($187)		($121)		($66)				($121)

						Revenue Loss Individuals (81% of tax liability, and 5.38% effective tax rate)		($424)		($275)		($149)		($192)		($187)

						Conformity Revenue Loss (corporate + individuals)		($610)		($396)		($215)		($192)		($308)



						Option 2: Assumes that the revenue impact would be limited by the corporations/PTE reported taxable income. In this case, corporations could only take advantage of 18% of deductions and PTE can only take advantage of 62% of deductions.		Based on Tax Liability Assumptions TY20-TY21		Old loan		New		FY 2021 Proposed		FY 2022 Proposed

						Amount of PPP loans to be issued in VA (Including the additional $284.5B PPP funds through the Consolidated Appropriations Act, 2021)		$19,360		$12,556		$6,804

						Adjustment Non-Profits (7%)		$18,005		$11,677		$6,328

						Assuming 90% of PPP loans are forgiven		$16,204		$10,509		$5,695

						Revenue Loss Corporate (18% of tax liability, and 6% tax rate)		($70)		($45)		($25)				($45)

						Revenue Loss Individuals (62% of tax liability, and 5.38% effective tax rate)		($324)		($210)		($114)		($147)		($143)

						Conformity Revenue Loss (corporate + individuals)		($394)		($256)		($139)		($147)		($188)





						(*) Notes:

						Assumes 40/60 ratio between corporations and individuals based on the type of business reported in SBA data

						Does not take into account the impact on future years

						Does not take into account the impact on the NOL carryback estimates

						Tax liability assumptions based on 2,269 corporations filing form 500-TY18 with TAX, and on 14,818 PTE filing form 502-TY19 with TAX



						Limitations: Together the 2,269 corporations and 14,818 PTE that were matched to a TAX return, represent only about 18% of total PPP loans issued in VA through 11-24-2020. The matching was done based on the company names. With more time, the company names could be cleaned to increase the number of matched companies.







CAA (no PPP)

				Consolidated Appropriations Act, 2021

				Provisions		Effective & Sunset Dates		Flow-Through Effect on Virginia		Virginia Revenue Impact (Millions of Dollars)

										FY 2021		FY 2022		FY 2023		FY 2024		FY 2025		FY 2026		FY 2027

				Loan Forgiveness/Deductibility Provisions

		#2		Clarification of tax treatment of forgiveness of covered loans (PPP Loans)		Taxable years ending after the date of enactment of the CARES Act (March 12, 2020)		Flows through to individuals and businesses (negative revenue impact)		Up to $900m total; $400-$600m for TY 2020

		#4		Clarification of tax treatment of certain loan forgiveness and other business financial assistance under CARES Act		Taxable years ending after the date of enactment of the CARES Act (March 12, 2020)		Flows through to individuals and businesses (negative revenue impact)		Unknown

				Other Large Provisions

		#6		Permanent extension of medical expense deduction for expenses in excess of 7.5% of AGI		TY beginning after December 31, 2020		Flows through to individuals (negative revenue impact beginning in FY 2022?)				($14.5)		($29.6)		($30.2)		($31)		($33)		($32)

		#12		Certain charitable contributions deductible by non-itemizers		TY 2021		Flows through to individuals (negative revenue impact)		$0.0		($21.5)		($5.4)		$0.0		$0		$0		$0

		#13		Temporary modification of limitations on charitable contributions		TYs 2020 and 2021		Flows through to individuals (negative revenue impact)		($4.5)		($19.8)		$5.4		$7.2		$3		$2		$0

		#10		Temporary allowance of full deduction for business meals		Amounts paid or incurred after December 31, 2020.		Flows through to  businesses (negative revenue impact)		$0.0		($17.8)		($10.5)		($2.2)		$0		$0		$0

		#18		10. Extension of exclusion for certain employer payments of student loans		Payments made in TY beginning after December 31, 2020		Flows through to individuals and businesses (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		$0.0		($8.5)		($6.2)		($6.6)		($7)		($3)		($1)

		#9		Depreciation of certain residential rental property over a 30-year period		Taxable years beginning after  12/31/17		Flows through to businesses (negative revenue impact) 		$0.0		($8.1)		($1.4)		($0.9)		($1)		($1)		($1)

		#11		Temporary special rule for determination of earned income (EITC and CTC lookback)		TY 2020		Flows through to individuals (negative revenue impact)		($3.2)		$0.0		$0.0		$0.0		$0		$0		$0

		#8		Transition deduction for qualified tuition and related expenses to increased phase-out threshold of Lifetime Learning Credit to $80k ($160k joint filers)		TY beginning after December 31, 2020		Flows through to individuals (positive revenue impact beginning in FY 2022?)		$0.0		$7.7		$7.9		$7.4		$7		$6		$5

				Smaller Provisions - Aggregate

		#1		Clarify that the educator expense tax deduction includes expenses for PPE and other supplies related to the prevention of the spread of COVID-19		Expenses paid or incurred on or after March 12, 2020		Flows through to individuals (negative revenue impact)		($0.0)		($0.0)		($0.0)		($0.0)		($0.0)		($0.0)		($0.0)

		#3		Emergency financial aid grants not includible in gross income and do not reduce educational tax credits		Grants made after March 26, 2020		Flows through to individuals (negative impact)		($0.7)		($0.5)		($0.1)		$0.0		$0.0		$0.0		$0.0

		#7		Benefits provided to volunteer firefighters and emergency medical responders made permanent		TY beginning after December 31, 2020		Flows through to individuals (negative revenue impact beginning in FY 2022?)		$0.0		($1.0)		($0.7)		($0.7)		($0.7)		($0.7)		($0.7)

		#14		Temporary special rules for health and dependent care flexible spending arrangements		Date of enactment		Flows through to individuals (positive revenue impact)		$0.0		$0.3		$0.2		$0.0		$0.0		$0.0		$0.0

		#15		Special disaster-related rules for use of retirement funds		Date of enactment		Flows through to individuals (possible positive or negative impact, some direct and some indirect)		($0.3)		($0.3)		($0.1)		($0.0)		($0.0)		$0.0		$0.0

		#17		Special rules for qualified disaster-related personal casualty loses		Date of enactment		Partial flow through to individuals (negative impact)		($0.2)		($0.2)		($0.1)		($0.0)		($0.0)		$0.0		$0.0

		#16		Special rules for qualified disaster relief contributions		Date of enactment		Flows through to corporations (negative impact)		$0.0		($0.0)		$0.0		$0.0		$0.0		$0.0		$0.0

				Subtotal - Smaller Provisions						($1.3)		($1.8)		($0.7)		($0.7)		($1)		($1)		($1)

				Minimal Provisions

		#5		Election to waive application of certain modifications to farming losses		DOE/As if included in CARES Act		Flows through to individuals and businesses (negative revenue impact)		Minimal impact

				Minimum age for distributions during working retirement		Distributions on or after December 23, 2020		Negligible negative revenue impact (businesses) 		Minimal impact

				Provisions Assumed in Forecast

				Energy efficient commercial buildings deduction modified and made permanent		Property placed into service after December 31, 2020		Flows through to businesses (negative revenue impact beginning in FY 2022?)		Assumed in forecast

				Extension of look-through treatment of payments between related CFCs under foreign personal holding company rules		Taxable years of foreign corporations beginning after December 31, 2020, and to taxable years of United States shareholders with or within which such taxable years of foreign corporations end.		Potential postive revenue impact on individual income tax (businesses and indivdiual) but no impact on corporate income tax		Assumed in forecast

				Modification and extension of exclusion from gross income of discharge of qualified principal residence indebtedness		Discharges of indebtedness after December 31, 2020.		Flows through to individuals (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		Assumed in forecast

				Extension of 7-year recovery period for motorsports entertainment complexes		Property placed in service after December 31, 2020.		Flows through to individuals and businesses (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		Assumed in forecast

				Extension of special expensing rules for certain film, television, and live theatrical productions		Productions commencing after December 31, 2020.		Flows through to individuals and businesses (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		Assumed in forecast

				Extension of certain empowerment zone tax incentives		TY beginning after December 31, 2020		Direct negative impact for the portion related to deferral and indirect positive impact for the portion related to the wage credit (businesses and individuals) 		Assumed in forecast

				Extension of mortgage insurance premiums treated as qualified residence interest		Amounts paid or accrued after December 31, 2020		Flows through to individuals (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		Assumed in forecast

				Extension of classification of certain race horses as 3-year property		Property placed in service after December 31, 2020.		Flows through to individuals and businesses (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		Assumed in forecast

				Extension of accelerated depreciation for business property on Indian reservations		Property placed in service after December 31, 2020.		Flows through to  businesses (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		Assumed in forecast

				NET TOTAL 						($9.0)		($84.3)		($40.5)		($25.9)		($30)		($30)		($29)

				Less Med Exp								($69.7)
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• Items not conformed to in the Governor’s introduced budget and additional 
provision to be excluded.

Provision FY 2021 FY 2022 FY 2023 FY 2024

Enhanced Deduction for NOLs - -$312.6 $13.1 $26.8

Excess Business Losses for Noncorporate Taxpayers - -$305.9 - -

Business Interest Deduction Limitation - -$47.3 ($1.7) ($1.3)

Total CARES Act Provisions - -$665.7 $11.4 $25.5

Extension of 7.5% Floor for the Medical Expense 
Deduction

- ($14.5) ($29.6) ($30.2)

Deductibility of Business Expenses Funded by PPP Loan 
and EIDL Fund Proceeds

($150-$190) ($190-$310) Unknown Unknown

Total CAA Provisions ($150-$190) ($205-$325) Unknown Unknown

CARES AND CAA DECONFORMITY PROVISIONS


Conformity Provisions

		Page of Conf.  Explan.		CARES AND CAA CONFORMITY PROVISIONS

				Provision						FY 2021		FY 2022		FY 2023		FY 2024

				COVID-19 Related Retirement Distributions		Qualifying distributions may be made during 2020		Flows through to individuals (unknown, indirect and direct revenue impact) 
Direct off model impact of the recontribution		-		($8.5)		($1.4)		($0.2)

				Above-the-Line Charitable Contributions Deduction		Taxable years beginning after 12/31/19 		Flows through to individuals (negative revenue impact)		($11.1)		($2.8)		-		-

				Deduction Limitations for Certain Charitable Contributions		Taxable years beginning after 12/31/19 		Flows through to individuals and corporations (negative revenue impact)		($19.5)		$4.3		$5.8		$2.3

				Exclusion of Educational Payments		Payments made after the DOE and prior to 1/1/21		Flows through to individuals (negative revenue impact)		($3.6)		($0.5)		-		-

				Total CARES Act Provisions						($34.2)		($7.5)		$4.5		$2.1

				Extension of the $300 deduction for non-itemizers to Taxable Year 2021		TY 2021		Flows through to individuals (negative revenue impact)		-		($21.5)		($5.4)		-

				Enhancing the charitable deduction for individuals for certain contributions		TYs 2020 and 2021		Flows through to individuals (negative revenue impact)		($4.5)		($19.8)		$5.4		$7.2

				Temporary full business meals deduction		Amounts paid or incurred after December 31, 2020.		Flows through to  businesses (negative revenue impact)		-		($17.8)		($10.5)		($2.2)

				Extension of exclusion for certain employer payments of student loans		Payments made in TY beginning after December 31, 2020		Flows through to individuals and businesses (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		-		($8.5)		($6.2)		($6.6)

				Depreciation of certain residential rental property over a 30-Year Period		Taxable years beginning after  12/31/17		Flows through to businesses (negative revenue impact) 		-		($8.1)		($1.4)		($0.9)

				Temporary enhancement of the earned income tax credit for certain taxpayers		TY 2020		Flows through to individuals (negative revenue impact)		($3.2)		-		-		-

				Repeal of the deduction for qualified tuition		TY beginning after December 31, 2020		Flows through to individuals (positive revenue impact beginning in FY 2022?)		-		$7.7		$7.9		$7.4

				All other provisions						($1.3)		($1.8)		($0.7)		($0.7)

				Total CAA Provisions						($9.0)		($69.7)		($10.9)		$4.3

				TOTAL, ALL CONFORMITY PROVISIONS						($43.2)		($77.2)		($6.4)		$6.4

				Assumed in Budget						($34.2)		($7.5)		N/A		N/A

				Budget Adjustment Required						($9.0)		($69.7)		N/A		N/A





Deconformity Provisions

		Page of Conf.  Explan.		CARES AND CAA DECONFORMITY PROVISIONS

				Provision						FY 2021		FY 2022		FY 2023		FY 2024

				Enhanced Deduction for NOLs		Apply to tax years beginning after 12/31/17, and to tax years beginning on or before 12/31/17, to which NOLs arising in tax years beginning after 12/31/17 are carried		Flows through to businesses (negative revenue impact)		-		-$312.6		$13.1		$26.8		This provision would enhance NOLs for TY 2018, 2019 and 2020 by removing the income limitation to allow such NOLs to fully offset income.  Also, allows such NOLs to be carried back for up to 5 years preceding the year of loss. 


				Excess Business Losses for Noncorporate Taxpayers		Excess business losses in TY 2018, 2019 and 2020		Flows through to businesses (negative revenue impact)		-		-$305.9		-		-		Allows noncorporate taxpayers to deduct excess business losses arising in 2018, 2019, and 2020.  This was disallowed by the TCJA for 2018-2025.  This strikes the TCJA provision for 2018, 2019, and 2020, and brings it back after 2020.
AY - Reverse Chb estimates

				Business Interest Deduction Limitation		Taxable years beginning after 12/31/18 & before 12/31/20		Flows through to businesses (negative revenue impact)		-		-$47.3		($1.7)		($1.3)		Increases the 163(j) business interest deduction limitation from 30% to 50% for 2019 and 2020.  This would also interact with our enhanced 20% additional deduction. 
AY -Estimates include impact on 20% additional deduction

				Total CARES Act Provisions						-		-$665.7		$11.4		$25.5

				Extension of 7.5% Floor for the Medical Expense Deduction		TY beginning after December 31, 2020		Flows through to individuals (negative revenue impact beginning in FY 2022?)		-		($14.5)		($29.6)		($30.2)

				PPP Min						($150)		($190)

				PPP Max						($190)		($310)

				Deductibility of Business Expenses Funded by PPP Loan and EIDL Fund Proceeds						($150-$190)		($190-$310)		Unknown		Unknown

				Total Min (CAA)								($204.5)

				Total Max (CAA)								($324.5)

				Total CAA Provisions						($150-$190)		($205-$325)		Unknown		Unknown

				Total Min						-		($870.3)		-		-

				Total Max						-		($990.3)		-		-

				Total (CARES and CAA Provisions)						($150-$190)		($871-$991)		Unknown		Unknown







CARES

		Impact of Fully Conforming to the CARES Act

				FY 2021		FY 2022		FY 2023		FY 2024

		NOL Deduction		-		(312.6)		13.1		26.8

		Excess Business Losses		-		(305.9)		-		-

		Business Interest Deduction Limitation		-		(47.3)		(1.7)		(1.3)

		Total, Business Provisions		-		(665.7)		11.4		25.5



				FY 2021		FY 2022		FY 2023		FY 2024

		COVID-19 Related Retirement Distributions		-		(8.5)		(1.4)		(0.2)

		Exclusion of Educational Payments		(3.6)		(0.5)		-		-

		Above-the-Line Charitable Contributions Deduction		(11.1)		(2.8)		-		-

		Deduction Limitations for Certain Charitable Contributions		(19.5)		4.3		5.8		2.3

		Total, Individual Provisions		(34.2)		(7.5)		4.5		2.1

		TOTAL IMPACT, ALL PROVISIONS		(34.2)		(673.2)		15.8		27.7





PPP Cash Flow

						SBA PPP Data ($M)

						PPP Loans Issued Nationwide through 11-24-20		$525,000

						PPP Loans Issued in VA through 11-24-20		$12,556

						% VA to USA		2.4%

						Additional Nationwide PPP funds-Consolidated Appropriations Act, 2021		$284,500

						Estimated additional PPP loans to be issued in VA		$6,804

						Total PPP - VA (Including the additional funds through the Consolidated Appropriations Act, 2021)		$19,360



						Maximum Estimate- Based on broad assumptions ($ Millions)		Assumes corp/ind ratio 40/60 (based on reported business type in original SBA data)		Old loan		New

						Amount of PPP loans to be issued in VA (Including the additional $284.5B PPP funds through the Consolidated Appropriations Act, 2021)		$19,360		$12,556		$6,804

						Adjustment Non-Profits (7%)		$18,005		$11,677		$6,328

						Assuming 90% of PPP loans are forgiven		$16,204		$10,509		$5,695

						Revenue Loss Corporate (6% tax rate)		($389)		($252)		($137)

						Revenue Loss Individuals (5.38% effective tax rate)		($523)		($339)		($184)

						Conformity Max Revenue Loss (corporate + individuals)		($912)		($591)		($321)



						Illustrative Estimate-Based on broad assumptions (*)

						Assuming 40/60 corp/ind ratio 

						($ Millions)

																		Unknown because of carry forward

						Option 1: Assumes 48% of corporations have positive tax liability and 81% of PTE have positive tax liability		Based on Tax Liability Assumptions TY20-TY21		Old loan		New		FY 2021 Proposed		FY 2022 Proposed		FY 2023 Proposed		FY 2024 Proposed

						Amount of PPP loans to be issued in VA (Including the additional $284.5B PPP funds through the Consolidated Appropriations Act, 2021)		$19,360		$12,556		$6,804												Memo Proposed:

						Adjustment Non-Profits (7%)		$18,005		$11,677		$6,328												FY21		($150)-($190)

						Assuming 90% of PPP loans are forgiven		$16,204		$10,509		$5,695												FY22		($190)-($310)

						Revenue Loss Corporate (48% of tax liability, and 6% tax rate)		($187)		($121)		($66)				($121)

						Revenue Loss Individuals (81% of tax liability, and 5.38% effective tax rate)		($424)		($275)		($149)		($192)		($187)

						Conformity Revenue Loss (corporate + individuals)		($610)		($396)		($215)		($192)		($308)



						Option 2: Assumes that the revenue impact would be limited by the corporations/PTE reported taxable income. In this case, corporations could only take advantage of 18% of deductions and PTE can only take advantage of 62% of deductions.		Based on Tax Liability Assumptions TY20-TY21		Old loan		New		FY 2021 Proposed		FY 2022 Proposed

						Amount of PPP loans to be issued in VA (Including the additional $284.5B PPP funds through the Consolidated Appropriations Act, 2021)		$19,360		$12,556		$6,804

						Adjustment Non-Profits (7%)		$18,005		$11,677		$6,328

						Assuming 90% of PPP loans are forgiven		$16,204		$10,509		$5,695

						Revenue Loss Corporate (18% of tax liability, and 6% tax rate)		($70)		($45)		($25)				($45)

						Revenue Loss Individuals (62% of tax liability, and 5.38% effective tax rate)		($324)		($210)		($114)		($147)		($143)

						Conformity Revenue Loss (corporate + individuals)		($394)		($256)		($139)		($147)		($188)





						(*) Notes:

						Assumes 40/60 ratio between corporations and individuals based on the type of business reported in SBA data

						Does not take into account the impact on future years

						Does not take into account the impact on the NOL carryback estimates

						Tax liability assumptions based on 2,269 corporations filing form 500-TY18 with TAX, and on 14,818 PTE filing form 502-TY19 with TAX



						Limitations: Together the 2,269 corporations and 14,818 PTE that were matched to a TAX return, represent only about 18% of total PPP loans issued in VA through 11-24-2020. The matching was done based on the company names. With more time, the company names could be cleaned to increase the number of matched companies.







CAA (no PPP)

				Consolidated Appropriations Act, 2021

				Provisions		Effective & Sunset Dates		Flow-Through Effect on Virginia		Virginia Revenue Impact (Millions of Dollars)

										FY 2021		FY 2022		FY 2023		FY 2024		FY 2025		FY 2026		FY 2027

				Loan Forgiveness/Deductibility Provisions

		#2		Clarification of tax treatment of forgiveness of covered loans (PPP Loans)		Taxable years ending after the date of enactment of the CARES Act (March 12, 2020)		Flows through to individuals and businesses (negative revenue impact)		Up to $900m total; $400-$600m for TY 2020

		#4		Clarification of tax treatment of certain loan forgiveness and other business financial assistance under CARES Act		Taxable years ending after the date of enactment of the CARES Act (March 12, 2020)		Flows through to individuals and businesses (negative revenue impact)		Unknown

				Other Large Provisions

		#6		Permanent extension of medical expense deduction for expenses in excess of 7.5% of AGI		TY beginning after December 31, 2020		Flows through to individuals (negative revenue impact beginning in FY 2022?)				($14.5)		($29.6)		($30.2)		($31)		($33)		($32)

		#12		Certain charitable contributions deductible by non-itemizers		TY 2021		Flows through to individuals (negative revenue impact)		$0.0		($21.5)		($5.4)		$0.0		$0		$0		$0

		#13		Temporary modification of limitations on charitable contributions		TYs 2020 and 2021		Flows through to individuals (negative revenue impact)		($4.5)		($19.8)		$5.4		$7.2		$3		$2		$0

		#10		Temporary allowance of full deduction for business meals		Amounts paid or incurred after December 31, 2020.		Flows through to  businesses (negative revenue impact)		$0.0		($17.8)		($10.5)		($2.2)		$0		$0		$0

		#18		10. Extension of exclusion for certain employer payments of student loans		Payments made in TY beginning after December 31, 2020		Flows through to individuals and businesses (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		$0.0		($8.5)		($6.2)		($6.6)		($7)		($3)		($1)

		#9		Depreciation of certain residential rental property over a 30-year period		Taxable years beginning after  12/31/17		Flows through to businesses (negative revenue impact) 		$0.0		($8.1)		($1.4)		($0.9)		($1)		($1)		($1)

		#11		Temporary special rule for determination of earned income (EITC and CTC lookback)		TY 2020		Flows through to individuals (negative revenue impact)		($3.2)		$0.0		$0.0		$0.0		$0		$0		$0

		#8		Transition deduction for qualified tuition and related expenses to increased phase-out threshold of Lifetime Learning Credit to $80k ($160k joint filers)		TY beginning after December 31, 2020		Flows through to individuals (positive revenue impact beginning in FY 2022?)		$0.0		$7.7		$7.9		$7.4		$7		$6		$5

				Smaller Provisions - Aggregate

		#1		Clarify that the educator expense tax deduction includes expenses for PPE and other supplies related to the prevention of the spread of COVID-19		Expenses paid or incurred on or after March 12, 2020		Flows through to individuals (negative revenue impact)		($0.0)		($0.0)		($0.0)		($0.0)		($0.0)		($0.0)		($0.0)

		#3		Emergency financial aid grants not includible in gross income and do not reduce educational tax credits		Grants made after March 26, 2020		Flows through to individuals (negative impact)		($0.7)		($0.5)		($0.1)		$0.0		$0.0		$0.0		$0.0

		#7		Benefits provided to volunteer firefighters and emergency medical responders made permanent		TY beginning after December 31, 2020		Flows through to individuals (negative revenue impact beginning in FY 2022?)		$0.0		($1.0)		($0.7)		($0.7)		($0.7)		($0.7)		($0.7)

		#14		Temporary special rules for health and dependent care flexible spending arrangements		Date of enactment		Flows through to individuals (positive revenue impact)		$0.0		$0.3		$0.2		$0.0		$0.0		$0.0		$0.0

		#15		Special disaster-related rules for use of retirement funds		Date of enactment		Flows through to individuals (possible positive or negative impact, some direct and some indirect)		($0.3)		($0.3)		($0.1)		($0.0)		($0.0)		$0.0		$0.0

		#17		Special rules for qualified disaster-related personal casualty loses		Date of enactment		Partial flow through to individuals (negative impact)		($0.2)		($0.2)		($0.1)		($0.0)		($0.0)		$0.0		$0.0

		#16		Special rules for qualified disaster relief contributions		Date of enactment		Flows through to corporations (negative impact)		$0.0		($0.0)		$0.0		$0.0		$0.0		$0.0		$0.0

				Subtotal - Smaller Provisions						($1.3)		($1.8)		($0.7)		($0.7)		($1)		($1)		($1)

				Minimal Provisions

		#5		Election to waive application of certain modifications to farming losses		DOE/As if included in CARES Act		Flows through to individuals and businesses (negative revenue impact)		Minimal impact

				Minimum age for distributions during working retirement		Distributions on or after December 23, 2020		Negligible negative revenue impact (businesses) 		Minimal impact

				Provisions Assumed in Forecast

				Energy efficient commercial buildings deduction modified and made permanent		Property placed into service after December 31, 2020		Flows through to businesses (negative revenue impact beginning in FY 2022?)		Assumed in forecast

				Extension of look-through treatment of payments between related CFCs under foreign personal holding company rules		Taxable years of foreign corporations beginning after December 31, 2020, and to taxable years of United States shareholders with or within which such taxable years of foreign corporations end.		Potential postive revenue impact on individual income tax (businesses and indivdiual) but no impact on corporate income tax		Assumed in forecast

				Modification and extension of exclusion from gross income of discharge of qualified principal residence indebtedness		Discharges of indebtedness after December 31, 2020.		Flows through to individuals (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		Assumed in forecast

				Extension of 7-year recovery period for motorsports entertainment complexes		Property placed in service after December 31, 2020.		Flows through to individuals and businesses (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		Assumed in forecast

				Extension of special expensing rules for certain film, television, and live theatrical productions		Productions commencing after December 31, 2020.		Flows through to individuals and businesses (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		Assumed in forecast

				Extension of certain empowerment zone tax incentives		TY beginning after December 31, 2020		Direct negative impact for the portion related to deferral and indirect positive impact for the portion related to the wage credit (businesses and individuals) 		Assumed in forecast

				Extension of mortgage insurance premiums treated as qualified residence interest		Amounts paid or accrued after December 31, 2020		Flows through to individuals (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		Assumed in forecast

				Extension of classification of certain race horses as 3-year property		Property placed in service after December 31, 2020.		Flows through to individuals and businesses (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		Assumed in forecast

				Extension of accelerated depreciation for business property on Indian reservations		Property placed in service after December 31, 2020.		Flows through to  businesses (negative revenue impact beginning in FY 2022?) / No Impact if extension is assumed		Assumed in forecast

				NET TOTAL 						($9.0)		($84.3)		($40.5)		($25.9)		($30)		($30)		($29)

				Less Med Exp								($69.7)











Federal Tax Treatment of PPP Loans
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• Under the CAA, recipients of Paycheck Protection Program (PPP) loans are 
entitled to a double tax benefit.

• This results in disparate tax treatment and a significant revenue loss.
 PPP recipients are treated more favorably than companies that did not receive 

such loans, including those that received Rebuild VA Grants.

 According to Small Business Administration (SBA) data, more than half of PPP 
loans went to 5 percent of PPP recipients, many of them larger-sized businesses. 
As a result, a double tax benefit might disproportionately help larger-sized 
businesses.

 The revenue impact of conforming to this treatment would be significant. 

• Limited data is available on firms qualifying for PPP loans, forgiveness of the 
loans, firm size, operating income, and qualifying expenses.
 Based on available SBA data, the impact would be significant.

 The timing of the impact would depend on each PPP recipient’s tax liability; any 
amounts not utilized could be carried over as losses.



Federal Tax Treatment of PPP Loans
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Source: Thimmesch, Adam, “States and the PPP: The Tax Policy Case for State Nondeductibility,” State Tax Notes 99: 129-135, 11 Jan. 2021.

• Simplified example demonstrating impact of allowing a double tax benefit:

 Exclusion from income and the deduction of expenses is authorized under the 
CAA.
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