Issue Analysis Form

Date: 09/22/2020
Executive Order -
Payroll Tax Deferral IRS

Item: Notice 2020-65
Lead Department(s): Finance
Contact Person(s): Betsy Drewry

Description and Current Status
President Trump issued an Executive Order allowing the deferral of social security tax
withholdings. The IRS issued Notice 2020-65 related to this executive order. See
attached analysis prepared by Sands Anderson, PC, Attorneys at Law (Attachment A).

Participation in the deferral is optional for employers (not mandatory).

The potential deferral applies to only the employee portion of Social Security taxes
(6.2%) between September 1, 2020 and December 31, 2020, and eligible employees
are those with taxable wages of $4,000 or less for a bi-weekly payroll (comparable to
$4,333.33 for our semi-monthly payroll). The deferral does not apply to federal or state
income tax withholdings.

The deferral requires repayment between January 1, 2021 and April 30, 2021 and
employees would “double up” on social security withholdings during that time period.

We contacted several localities, and all polled indicated they were not allowing the tax
deferral. [Colonial Heights, Chesterfield, Dinwiddie, Isle of Wight, Rockingham, Virginia
Beach, Chesapeake].

The employer is ultimately liable for repayment of the deferred taxes. We run the risk of
being responsible for repayment if an employee leaves employment prior to repayment
completion; and bearing the expense for an employee withholding.

The staff recommendation is to not allow employees to defer these taxes.

If the Board would like to allow, the earliest implementation would be October 1, to allow
for communication to employees and distribution and collection of information and
forms. Additionally, staff recommends having employees sign a form authorizing the
County to collect the full amount of remaining tax deferral due from employees who
separate employment prior to making full repayment. We also recommend not allowing
participation by part-time temporary employees, as those employees may not work
during time period of scheduled deferral repayment.

Please see attached power point presentation that summarizes the deferral and
recommendation (Attachment B).




A draft resolution is included for Board consideration and possible approval.

Government Path

Does this require IDA action? L] Yes No
Does this require BZA action? U Yes No
Does This require Planning Commission Action? U Yes No
Does this require Board of Supervisors action? Yes [1No
Does this require a public hearing? O] Yes No
If so, before what date? OYes [INo

Fiscal Impact Statement

Potential County expense of an employee tax obligation if employee who deferred
taxes separates from employment prior to fully repaying deferred tax amounts; amount
indeterminable

Allowing tax deferral would require:
> staff creation of at least two new deductions within our financial system;
> additional administrative time of tracking taxes deferred, employee wage
eligibility each pay period, and subsequent repayment;
» administrative burden of attempting to collect deferred taxes from employees
who separate employment prior to fully repaying deferred taxes
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R-20-

Board of Supervisors
County of Prince George, Virginia

Resolution

At a regular meeting of the Board of Supervisors of the County of Prince George
held in the Boardroom, Third Floor, County Administration Building, 6602 Courts Drive,
Prince George, Virginia this 22™ day of September, 2020:

Present: Vote:
Donald R. Hunter, Chairman

Alan R. Carmichael, Vice-Chairman

Floyd M. Brown, Jr.

Marlene J. Waymack

T.J. Webb

A4

On motion of , seconded by , which carried
unanimously, the following Resolution was adopted:

RESOLUTION; AFFIRMATION NOT TO ALLOW EMPLOYEE
PAYROLL TAX DEFERRAL PERMITTED BY EXECUTIVE ORDER /
IRS NOTICE 2020-65

BE IT RESOLVED That the Board of Supervisors of the County of Prince
George this 22" day of September, 2020, does hereby affirm that Prince George County
will no; 512116)“' employee deferral of payroll taxes permitted by Executive Order / IRS -
Notice -65.

A Copy Teste:

Percy C. Ashcraft
County Administrator



