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Working Remotely

• About 33% of people in the United States are working remotely 
due to the coronavirus

• What’s the big deal?
• Nexus
• Additional Filing Requirements
• Possible wage increases



Nexus – What is it?

• A situation in which a business has tax presence in a particular 
state

• A connection between the taxing authority and an entity that 
must collect or pay the tax.

• How nexus can be created:
• Income from sources within state
• Owning or leasing property 
• Employees working within state
• … and so much more!



Working Remotely and Nexus

• Employees working in different states could potentially cause 
nexus

• Does the employee have a company owned laptop used for work?
• Now you have property located in a new state



How will this effect employers?

• Potential filings in new states:
• Register to do business
• Income Taxes
• Sales Tax
• Wage Withholdings



State Guidance 
• Some states have provided guidance

• AL, CA, DC, GA, IN, IA, ME, MA, MN, MS, NJ, ND, OR, PA, RI, SC, WI have 
waived nexus for businesses with remote employees during the pandemic or 
active official stay at home orders.

• However, if teleworking is the new norm, any temporary nexus waivers will not 
provide protection

• Does your state have reciprocal agreements with other states?
• If an employee had principally worked in a state other than their home 

state but is working from their home state due to the pandemic, there is no 
change to withholding from employment income if the states have a 
reciprocal agreement allowing the home state to have tax authority 
regarding withholding.

• Statutory Resident: if a taxpayer maintains a permanent place of abode in a 
state and spends more than 183 days there, that state will treat him or her as a 
resident for income tax purposes, regardless of where they are domiciled 

• In the absence of guidance providing an exception to a state’s nexus position due 
to teleworking, businesses should assume an unchanged nexus standard



https://www.mobileworkforcecoalition.org/problem



Failure to Comply

• Penalties vary from state to 
state:

• Failure to report 
employee to new state

• Failure to withhold
• Failure to file

• In addition to back 
taxes and fees + 
interest



Employer Responsibility

• Do you know where your 
employees are working?

• Ask them
• Send surveys
• Use IP address used to 

connect to company 
system

• Do you know how long they 
plan on working remotely?

• Safe harbor rules exist



Additional Considerations

• Employees May Require Wage Increase in Remote Jurisdictions
• An employee working remotely from a jurisdiction with a 

higher minimum wage than their pre-pandemic principal work 
location is generally entitled to the remote jurisdiction’s 
higher rate.

• States are beginning to step up their Wayfair enforcement in light 
of COVID-related budget challenges 



State Conformity to 
CARES Act Provisions



What is the CARES Act?



Major Tax 
Provisions 
Contained within 
the CARES ACT

• Key Changes:
• Business Interest Expense Deduction 

Limitation
• NOL Modification
• Reclassification of  Qualified 

Improvement Property
• PPP Loan Forgiveness



Methods of  State
Conformity to the 
IRC

Rolling (or moving date):
• Statute that automatically 

adopts any changes to the 
federal law

Static (or fixed-date):
• Statute that adopts the federal 

law on a certain date

Selective
• Statute that adopts only certain 

federal law changes on a 
specified date





Business Interest Expense Deduction Limitation

Federal Overview:
• Increases the IRC Section 163(j) business interest expense limitation from 30 

percent of  adjusted taxable income to 50 percent of  adjusted taxable income 
for tax years beginning in 2019 and 2020

State Issues:
• State-specific interest rules (Mississippi, e.g.)
• Interest expense under the pre-TCJA rules (e.g., California and Indiana)
• The TCJA's 30% Sec. 163(j) limitation (Florida)
• The CARES Act's 50% Sec. 163(j) limitation (Illinois)
• State-specific modifications to the TCJA or CARES Act for Sec. 163(j) 

(Virginia)



NOL Modification

Federal Overview:
• Allows taxpayers to carry net operating losses arising in taxable years 2018, 

2019, and 2020 back to each of  the five years preceding the year of  the loss, 
80% utilization cap suspended

State issues:
• Most states do not simply apply the federal NOL – they have their own states-

specific rules

• Most states apply NOLs on a post-apportionment basis, meaning that if  the 
taxpayer didn’t file in a particular state in the loss year, and have taxable income 
in that state later, they have no NOL to use to offset income

• Watch out for New York and New Jersey, which used to use pre-apportionment 
NOLs but switched



Reclassification of  Qualified Improvement 
Property

Federal Overview:
• Changes the depreciation recovery period of  qualified improvement 

property from 39 years to 15 years under the modified accelerated cost 
recovery system (MACRS) and from 40 to 20 years under the alternative 
depreciation system (ADS)

State issues:
• Only a few states automatically conform to federal bonus depreciation 

provisions, so most will require an affirmative adjustment to their laws in 
order to adopt the CARES act provision.



Reclassification of  Qualified Improvement 
Property

State issues:
• State conformity to the QIP provision will depend upon whether a state is a 

rolling or static state, as well as positions on bonus depreciation conformity. For 
example:

• States that have rolling conformity to the IRC and conform to Sec. 168(k) 
should automatically adopt the CARES acts provision to include QIP as 
property eligible for bonus depreciation

• States that have static conformity to the IRC and conform to Sec. 168(k) 
will not automatically incorporate the CARES act provision and will need 
to update their conformity dates to adopt the QIP corrections



PPP Loan Forgiveness

Federal Overview:
• According to the SBA, the Paycheck Protection Program is a loan designed to 

provide a direct incentive for small businesses to keep their workers on the 
payroll.

• Under Section 1106(b) of  the CARES Act, an eligible recipient of  a covered 
PPP loan can receive forgiveness of  indebtedness on the loan in an amount 
equal to the sum of  payments made for the following expenses:

• Payroll costs
• Any payment of  interest on any covered mortgage obligation
• Any payment on any covered rent obligation 
• Any covered utility payment



PPP Loan Forgiveness

State issues:
• For state tax purposes, each state that implements an income tax has its 

own revenue code that conforms to some degree to the Internal Revenue 
Code (IRC). 

• In states that do not use rolling conformity, clients may find themselves 
liable for state taxes even if  they would not owe federal taxes for the same 
situation. 



Are Expenses Deductible In 2020 If  Paid With 
PPP Loan Proceeds?

According to Rev. Rul. 2027-27, the answer 
is “NO”
• The IRS restates its position that taxpayers 

cannot claim a deduction for any 
otherwise deductible expense if  the 
payment of  the expense results in 
forgiveness of  a Paycheck Protection 
Program (PPP) loan because the income 
associated with the forgiveness is excluded 
from gross income under the CARES act 



What have some states said about conformity to 
the CARES Act?

Several states have yet to publish guidance on CARES Act conformity. New 
York, a rolling conformity state, passed legislation to decouple from certain 
tax relief  provisions of  the CARES Act. 

North Carolina and Georgia, both static conformity states, have passed 
legislation to conform to the IRC as of  March 27, 2020 (or later), but have 
also expressly decoupled from certain federal tax relief  provisions of  the 
CARES Act.



Questions?
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