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QUARTERLY HOT TOPICS
CBIZ Commercial Real Estate

Reduce Taxes. Maximize Cash Flow. Minimize Risk.
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IN THIS ISSUE:

CBIZ’s Real Estate practice is 
uniquely positioned to help you 
minimize risk and capitalize on 
market opportunities.

We work with owners, managers, 
operators and investors, as 
well as commercial real estate 
developers and partnerships 
in all of the major CRE sectors: 
retail, office, hotel, multi-family, 
shopping centers and real 
estate investment trusts.

6 Tax Considerations for the
Real Estate Sector under
Recent COVID-19 Legislation
Tax planning may not be a priority as real estate groups respond and recover to COVID-19 

pandemic disruption, but recent legislation provides some significant opportunities that 
are worth a closer look. Determining an appropriate strategy under these provisions 

to optimize income tax obligations will require careful consideration and planning. Recent 
legislation, including the Coronavirus Aid, Relief, and Economic Security (CARES) Act, addresses 
previous tax reform provisions and also creates new income tax minimization potential.

When taken together with other federal financial relief, such as the expansion of loan availability 
under the Small Business Administration’s Paycheck Protection Program, these incentives 

At CBIZ, we condemn racism and discrimination in any form and recognize  
our responsibility to actively combat it in our work place and our communities. 
Please see this important statement on diversity from our CEO, Jerry Grisko Jr.

https://www.cbiz.com/commercialrealestate
https://www.linkedin.com/company/cbiz?trk=top_nav_home
https://www.youtube.com/channel/UCmr36k8li3uD_Vf8BRsL6Yw
https://twitter.com/cbz
https://www.cbiz.com/insights-resources/details/articleid/8460
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might create a stronger position for the future of your 
company. The following are some of the top provisions 
your organization might consider.

Payroll Tax Holiday and Retention Credits

The CARES Act provides a payroll tax holiday that allows 
employers to defer the employer portion of their Social 
Security payroll tax liability (i.e. , 6.2% of wages), including 
an identical amount of self-employment tax, for the 
period beginning March 27, 2020 and extending to the 
end of the year. Businesses taking advantage of this 
holiday must repay 50% of the amount deferred by the 
end of 2021, and the remaining 50% by the end of 2022.

Employers that had a Paycheck Protection Program loan 
from the SBA forgiven will not be eligible for holiday, and 
must stop the deferral when the loan is forgiven.

There is also an employee retention tax credit that 
covers employees’ wages paid after March 12, 2020, 
through the end of the year. Eligible companies for the 
tax credit are employers whose operations were fully or 
partially suspended due to a related shutdown order, or 
whose gross receipts declined by more than 50% when 
compared to the same quarter in the prior year. Qualified 
wages depend on whether your company has more than 
100 employees.

Employers that received a Paycheck Protection Program 
loan from the SBA will not be eligible for this employee 
retention tax credit.

Net Operating Losses

The CARES Act temporarily restores the ability for 
organizations and individuals to carry back net operating 
losses (NOLs) incurred between 2018 through 2020. 
The carryback feature had been eliminated by the tax 
reform law commonly known as the Tax Cuts and Jobs Act 
(TCJA), which also capped the deduction for NOLs at 80% 
of taxable income. Under the CARES Act, NOLs may now 
be carried back five taxable years and can offset 100% 
of regular taxable income in both carryback years and 
carryforward years, because the former NOL deduction 
cap has also been removed.

Certain NOL calculation questions will require additional 
guidance concerning the alternative minimum tax 
(AMT), such as a 2019 NOL carried back to a year with 
a corporate AMT. There was some initial concerns about 
taxpayers’ ability to quickly claim NOLs in previous tax 
years because the IRS announced that it would not 
be able to process paper returns during its COVID-19 
pandemic response and the safety precautions it is 

Additional Industry Insights

COVID-19 Resource Center
This extensive source of articles and webinars 
covering tax, legislative, employee & HR, financial 
management, risk and operations issues is updated 
daily so check back often – access it here.

Featured Content and Webinars
Commercial Real Estate: Key Market Updates 
July 8, 2020 - 11:30 A.M. - 12:30 P.M. CDT 
This webinar will address the critical tax, workforce 
and insurance issues that the CRE sector must 
address to succeed in our new normal. Access the 
recording here.

Tax Planning in Recessionary Times
June 22, 2020 - 1:00 - 2:00 P.M. CDT 
This presentation will explore some areas of  federal 
taxation that have become more relevant during the 
current business environment. Access the recording 
here.

PPP Loan Forgiveness:  
Time to Update Your Planning  
June 24, 2020 - 1:00 - 2:30 P.M. CDT 
Access the recording here.

NMHC Webinar Series – access National 
Multifamily Housing Council’s upcoming and on 
demand webinars here.

2020 Employee Benefits 
Benchmark Report 
Newly revised! Read about 
key trends, challenges for 
employers and strategies 
to overcome them. Get 
your copy here.

BIZGrowth Strategies: 
COVID-19 Special Edition 
Hot off the presses! Offers valuable information on 
various business and personal topics to help you 
through COVID-19 and beyond. Get your copy here.

Preparing for Cybersecurity Questions  
from Your Auditor (article)
The ability to address internal user concerns as well 
as questions from external auditors will be crucial 
over the coming months. Access this article here.

2020 Employee Benefits Benchmark Report

CBIZ Employee BenefitsCBIZ Employee Benefits

https://www.cbiz.com/insights-resources/details/articleid/8238/ispreview/true/irs-suspends-processing-for-paper-filed-returns-postpones-more-deadlines
https://www.cbiz.com/insights-resources/details/articleid/8238/ispreview/true/irs-suspends-processing-for-paper-filed-returns-postpones-more-deadlines
https://www2.cbiz.com/e/42462/urces-covid-19-resource-center/dfhy6l/1005934775?h=RoIwukLQkdRJYd4l_wmASf5-8-ITbfM1rMWmdnbLXS8
https://www2.cbiz.com/e/42462/CRE07-08-20/dfhy5x/1005934775?h=RoIwukLQkdRJYd4l_wmASf5-8-ITbfM1rMWmdnbLXS8
https://www2.cbiz.com/e/42462/nning-recessionary-times-06-22/dfhy6n/1005934775?h=RoIwukLQkdRJYd4l_wmASf5-8-ITbfM1rMWmdnbLXS8
https://www2.cbiz.com/e/42462/ppp-forgiveness-06-24-20/dfhy6q/1005934775?h=RoIwukLQkdRJYd4l_wmASf5-8-ITbfM1rMWmdnbLXS8
https://www2.cbiz.com/e/42462/meetings-webinars-/dfhy64/1005934775?h=RoIwukLQkdRJYd4l_wmASf5-8-ITbfM1rMWmdnbLXS8
https://www2.cbiz.com/e/42462/oyee-benefits-benchmark-report/dfhy66/1005934775?h=RoIwukLQkdRJYd4l_wmASf5-8-ITbfM1rMWmdnbLXS8
https://www2.cbiz.com/e/42462/egies-covid-19-special-edition/dfhy6s/1005934775?h=RoIwukLQkdRJYd4l_wmASf5-8-ITbfM1rMWmdnbLXS8
https://www2.cbiz.com/e/42462/ty-questions-from-your-auditor/dfhy6v/1005934775?h=RoIwukLQkdRJYd4l_wmASf5-8-ITbfM1rMWmdnbLXS8
https://www.cbiz.com/commercialrealestate
https://www.linkedin.com/company/cbiz?trk=top_nav_home
https://www.youtube.com/channel/UCmr36k8li3uD_Vf8BRsL6Yw
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taking. The IRS later clarified that businesses and 
individuals can temporarily submit eligible refund claims 
on Forms 1139 or 1045 via fax.

Excess Business Loss Limitation

The CARES Act suspends the excess business loss (EBL) 
limitation retroactively for tax years beginning after Dec. 
31, 2017, and through tax years ending Dec. 31, 2020. 
Amended returns will need to be evaluated to claim 
associated refunds, and losses that become deductible 
may be eligible for NOL carryback.

Retail Glitch

The CARES Act makes a technical correction to the TCJA 
to re-establish the 15-year depreciation recovery period 
for certain improvements to nonresidential real property 
(qualified improvement property), effective for property 
placed in service after Dec. 31, 2017. This correction 
also permits taxpayers to use the bonus depreciation 
deduction benefits on the qualified improvement property, 
often with a 100% rate. Taxpayers may consider filing 
an amended return in appropriate circumstances to 
claim additional depreciation, or request an automatic 
accounting method change to claim additional 
depreciation in the immediately succeeding tax year.

Business Interest Deductions

The CARES Act increases the amount of business 
interest that may be deducted by generally increasing 
the interest limitation from interest income plus 30% 
of adjusted taxable income to 50% of adjusted taxable 
income, for tax years that begin in 2019 or in 2020.  
“Small taxpayers” are not subject to the rule, and real 
estate trades or businesses had the option to elect out 
of the provision using Section 163(j)(7). Real estate 
operators will need to decide if it would make more 
financial sense to revoke previous Section 163(j)(7) 

elections to capitalize on potential bonus deprecation on 
qualified investment property.

Taxpayers can use the 2019 calculation for adjusted tax-
able income to determine the business interest limitation 
for tax years beginning in 2020, but can opt out of this pro-
vision. The 50% limitation applies to all taxpayers, except 
partnerships that have a tax year that begins in 2019.

Qualified Disaster Loss

Section 165(i) rules allow a loss “attributable to a 
federally declared disaster” to be claimed in the 
immediately preceding tax year. Businesses should 
determine if they have losses attributable to the 
pandemic that have been fixed by identifiable events that 
may be eligible to be deducted on their 2019 returns.

Property Tax Adjustments

COVID-19 pandemic responses may have created 
occupancy issues for real estate operators. Now is a 
good time to evaluate whether you need to make rent 
concessions, adjustments to help tenants, or if operating 
costs have increased due to economic uncertainty.

Occupancy issues may also affect your property tax 
obligations. Assessment notices during this time will need 
to be carefully monitored to fully understand when claims 
can be made or special rules can be observed.

For More Insight

Provisions under the CARES Act as well as existing tax 
provisions can help your business overcome challenges 
you currently face. We are here to help make sense of 
complicated calculations and optimize savings for your 
operations with regard to tax liability.

For more information on how the COVID-19 pandemic 
affects your operations, visit our COVID-19 Resource 
Center or contact a member of our team.

https://www.cbiz.com/insights-resources/covid-19-resource-center
https://www.cbiz.com/insights-resources/covid-19-resource-center
https://www.cbiz.com/contact-us
https://www.cbiz.com/commercialrealestate
https://www.linkedin.com/company/cbiz?trk=top_nav_home
https://www.youtube.com/channel/UCmr36k8li3uD_Vf8BRsL6Yw
https://twitter.com/cbz
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develop the most favorable underwriting profile, as well 
as the most favorable terms, conditions and pricing.

The experience and expertise of your insurance broker is 
your most valuable resource to help you prepare for all 
aspects of the underwriting process.

Type of coverage – The forms of insurance you are 
seeking, as well as the details of the coverage (e.g., limits 
of liability and value of insured property), will affect your 
insurance pricing.

Size of your business – As a general rule, the more 
employees your business has and the larger your revenue 
is, the more you will typically pay for your insurance.  

Industry – Some industries carry more risk than others, 
and often additional factors come into play to determine 
the risk rating. For example, construction is considered 
a higher risk in New York City, in part because the 
Scaffold laws permit injured workers to sue for Workers 
Compensation benefits and make a General Liability 
claim (where the norm elsewhere is to collect Workers 
Compensation only). For truckers, payload may determine 
risk - hauling fuel is a much higher risk than hauling other 
benign or inert cargo. A fireworks manufacturer is going 
to be higher risk rated than a manufacturer of widgets. 
As you would expect, the higher the risk the more likely 
an insurance claim could be filed and thus, insurance 
premiums are higher.

Location of your business – If your business is located in 
an area prone to certain natural disasters, insurers may 
determine that your facility is more at risk for property 
damage, which translates to higher insurance premiums.

By CBIZ INSURANCE SERVICES

For 2020, the insurance market has reached a 
crossroads. After approximately 20 years of a soft, 
buyer-friendly insurance market, we are facing a 

firming or hardening market – one that is less friendly to 
insurance buyers. 

While the effects of this hardening insurance market 
on your business will depend on a variety of factors, 
many businesses will see premium increases for their 
insurance coverage overall. In fact, for some types 
of coverage, businesses may see double-digit rate 
increases at their next renewal. The timing of these 
market changes is further compounding this difficult 
situation as these market movements are unfolding as 
COVID-19 continues to upend life and business as  
we know it.

While the full human and economic cost of COVID-19 
has yet to be seen, it’s clear that it has had a profound 
influence on businesses across the country. In many 
cases, businesses are facing challenges related to 
operational changes, the health and safety of their 
workforce, new compliance requirements and revenue 
forecasts. COVID-19 is sure to influence the Property & 
Casualty insurance industry, likely from both an operating 
model and pricing perspective. 

Now more than ever, it’s essential for businesses 
to take a proactive approach when it comes to risk 
management and insurance policies. Put another 
way, in an insurance and risk environment with many 
unknowns, businesses should focus on addressing the 
factors they can influence. Below we highlight several 
key factors for your consideration. 

Factors that Influence Your Rates

There are many contributing factors to a hardening 
market – notably catastrophic (CAT) losses from 
disasters, inconsistent underwriting profits (the difference 
between the premiums an insurer collects and the money 
it pays out in claims and expenses), eroding investment 
returns that otherwise provide positive stability even 
when the insurance company experiences negative 
underwriting results, the overall economy as a whole, and 
the cost of reinsurance (basically, the cost of coverage 
for insurance companies). These are all dynamic market 
forces which insured’s have little or no control.

In a hardening market, business owners who proactively 
address factors that are specific to their business will 

P&C MARKET OUTLOOK: 

2020 Insurance Planning Insights

https://www.cbiz.com/insurance-hr/services/property-casualty
https://www.cbiz.com/commercialrealestate
https://www.linkedin.com/company/cbiz?trk=top_nav_home
https://www.youtube.com/channel/UCmr36k8li3uD_Vf8BRsL6Yw
https://twitter.com/cbz
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Claims history – Your business’ claims history, often 
referred to as your loss history, will have a significant 
impact on insurance rates. If your business has an 
extensive claims history, insurance carriers will tend to 
consider your company more likely to file future claims. 
This, in turn, means that your business will be viewed 
as risky to insure, subjecting you to higher commercial 
insurance premiums.

Hard markets make underwriters more critical, so it’s 
prudent to come prepared for any concerns the underwriter 
may address. You will want to audit your information for 
accuracy (e.g., list of assets or employees) and know your 
loss history. Underwriters will take into consideration 
factors contributing to a specific loss and the steps you 
have taken to mitigate the risk of a future loss. 

Risks and Trends to Watch in 2020

Social Inflation – This is a term used to describe a group 
of societal trends that are influencing the ever-rising costs 
of insurance claims and lawsuits. Increased litigation 
is at the root of this trend. Insurance covered litigation 
funding allows most or all of the costs associated with 
litigation to be covered by a third party, which has 
increased the volume of cases and increased the cost of 
litigation since plaintiffs are able to take cases further 
and seek larger settlements. This situation is made 
more challenging by an increasing public perception that 
businesses – particularly large ones – can afford the 
cost of any damages. In the current environment, nuclear 
verdicts (awards of $10 million or more) have become 
more common. Ultimately, these factors transfer to policy 
holders paying higher cost for coverage.

Extreme Weather Events – In 2019, wildfires plagued 
the West Coast; California alone recorded more than 
47,000 wildfires. In the Midwest, flooding along the 
Mississippi River and its tributaries caused an estimated 
$6.2 billion in damage across 13 states. On the East 
Coast, the hurricane season caused billions of dollars in 
damage and affected multiple states along the Atlantic 
Ocean. As disasters such as severe storms, extreme 
temperatures, wildfires and flooding become more 
frequent, expect to see more emphasis around weather 
readiness, especially from an insurer’s perspective. 
Policyholders who take steps to fortify their property (e.g., 
using fire-resistive materials, reinforcing roofs) could 
enjoy premium discounts.

COVID-19 – The COVID-19 pandemic continues to be a top- 
of-mind concern for organizations and individuals across 
the globe. While many essential businesses (e.g., hospi-
tals, pharmacies, grocery stores, gas stations) remained 
open, other operations deemed nonessential have shut 
down temporarily, changed the nature of their operations 
or may be considering closing their doors for good. 

Business interruption started to receive national (and 
international) attention towards the latter half of March, 
as disputes between restaurants and carriers reached 
the mainstream media. Arguing that COVID-19 constitutes 
physical damage and triggers coverage under the civil 
authority clause in their policies, many businesses 
submitted business interruption claims for losses incurred 
by forced closure under government orders. However, 
insurers have aggressively denied claims for COVID-19-
related losses under a variety of theories.  

Federal Responses to Business Interruption (BI) Loss

Two approaches are under consideration to manage  
future business interruption losses – one a public/private 
partnership, the other a federally funded program. These  
proposals reflect different approaches to federal involve-
ment in responding to BI losses from pandemic events. 

The Pandemic Risk Insurance Act (PRIA) of 2020 
(H.R. 7011) is intended to create a new market for 
private commercial insurance coverage for pandemic-
driven business interruptions and event cancellations. 
Insurer participation in this approach is voluntary, but 
participating insurers would be required to provide 
coverage for pandemics in all of their business 
interruption insurance policies. This would provide 
insurers that choose to offer BI coverage for pandemic 
events a federally funded backstop to reimburse them for 
a portion of their loss payments. 

The Business Continuity Protection Program (BCPP) 
is built on the premise that pandemics are simply not 
insurable risks; they are too widespread, too severe 
and too unpredictable for the insurance industry to 
underwrite. Under the BCPP program businesses would 
purchase the federal revenue replacement assistance 
through state-regulated insurance entities that participate 
with BCPP on a voluntary basis, but the aid would come 
from FEMA. The program would be automatically triggered 
upon declaration of a federal public health emergency. 
Relief payments would be paid immediately once there is 
a presidential viral emergency declaration. No advance 
documentation or claims adjustment is needed, the trade 
groups reported. 

Both PRIA and BCPP are forward-looking programs. 
In an effort to secure reimbursement for current 
pandemic losses yet keep the issue out of expensive, 
multi-year court fights that would not benefit those 
needing help right now, the Business Interruption 
Group has offered a middle-ground proposal. Basically, 
if a policy clearly excludes pandemics, then the 
issue is over as no reimbursement is due. If there is 
no exclusion for pandemic or virus, then there is no 
case because reimbursement should be made by the 
insurer. However, for those less clear-cut cases where 
insureds and insurers have realistic arguments for 

(Continued on page 6)
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and against coverage, the group proposes a federal 
subsidy program, which would reimburse insurers that 
voluntarily pay pandemic-related business interruption 
claims. This proposal was described to the U.S. House of 
Representatives Committee on Small Business during a 
May 21 Congressional Forum. Introduction of a bill based 
on this idea is expected in the near future.

Lines of Coverage Price Forecast

As we have discussed, insurance premiums are 
determined by a multitude of factors and differ per 
organization. Price forecasts are based on industry 
reports for individual lines of insurance. Forecasts are 
subject to change and are not a guarantee of premium 
rates but can be useful in the planning stage and in 
discussion with your insurance advisor or broker. These 
forecasts should be viewed as general information and 
not insurance or legal advice.  

■  Address any open 
insurance carrier 
recommendations 
prior to renewals. 
Insurers will be 
looking at your loss-
control initiatives 
closely. Taking the 
appropriate steps 
to reduce your risks 
whenever possible can 
make you more attractive 
to underwriters.

■  Pinpoint your exposure and cost 
drivers; identify the best loss -control solutions to 
address your unique risks.

■  Create a solid business continuity plan to account 
for disasters and other unpredictable risks.

■  Build a company culture focused on safety.
■  Manage claims efficiently to keep costs down.

LINE OF COVERAGE PRICE FORECAST 

Commercial property ■  Non-CAT exposed: +10% to +20%
■  CAT exposed: +10% to +30%
■  CAT exposed with poor loss history: +25% to 50%

General liability ■  Overall: +2.5% to +10%

Excess and umbrella liability ■  High risk: +25% or more
■  Low to moderate risk: +15% or more

Commercial auto ■  Overall: +6% to +12% or more

Workers’ compensation ■  Overall: -2% to +2%

Cyber liability ■  Overall: Flat to +10%

Directors and officers liability ■  Public companies: +17% to +50% or more
■  Private/nonprofit companies: +5% to +35%

Employment practices liability ■  Certain states and industries: +5% to +25%
■  Overall: +5% to +15%

Tips for Insurance Buyers

Preparing for market changes takes an integrated 
insurance purchasing and risk management approach, 
where buyers are prepared for possible coming changes. 
We recommend that you work with your insurance broker 
to begin the renewal process early in order to put your 
best foot forward. These specific suggestions should help 
you in that process:

■  Examine the design of your property insurance with 
your insurance broker. 

■  Gather as much data as possible regarding 
your exposures and existing risk management 
techniques. Be sure to work with your insurance 
broker to highlight any business continuity plans 
and loss control measures you have in place.

Additional Resources

■  Is your broker part of your risk management team?
■  The ILO six-step COVID-19 business continuity plan 
■  5 Business Continuity Lessons Learned from 

COVID-19 
■  Improving Cyber Safety in Remote Work Scenarios 
■  Safety Toolkit to Mitigate Your Risk (free download) 

Your Team

For more information regarding the issues discussed in 
this article, don’t hesitate to contact your CBIZ advisor or 
the CBIZ Insurance professionals. The CBIZ COVID-19 
resources center provides up-to-date COVID-19 content 
and webinars (live and recorded) touching on tax & 
legislative, employees & HR, financial management, and 
risk & operations topics. 

https://www.cbiz.com/insights-resources/details/articleid/7394/is-your-broker-part-of-your-risk-management-team
https://www.ilo.org/actemp/publications/WCMS_740375/lang--en/index.htm
https://www.cbiz.com/insights-resources/details/articleid/8446/5-business-continuity-lessons-learned-from-covid-19
https://www.cbiz.com/insights-resources/details/articleid/8446/5-business-continuity-lessons-learned-from-covid-19
https://www.cbiz.com/insights-resources/details/articleid/8212/improving-cyber-safety-in-remote-work-scenarios
https://www.cbiz.com/insurance-hr/services/property-casualty/downloads/safety-culture-toolkit
https://www.cbiz.com/insurance-hr/services/property-casualty
https://www.cbiz.com/insights-resources/covid-19-resource-center
https://www.cbiz.com/insights-resources/covid-19-resource-center
https://www.cbiz.com/commercialrealestate
https://www.linkedin.com/company/cbiz?trk=top_nav_home
https://www.youtube.com/channel/UCmr36k8li3uD_Vf8BRsL6Yw
https://twitter.com/cbz
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By COREY PAYNE and TIMOTHY GLENN

Business as usual has changed as a result of the 
current pandemic and subsequent stay-at-home 
orders. As companies forge a path ahead, they must 

have the right tools in place to ease the transition to our 
new normal. Contact tracing and absence management 
have become critical transition tools. Perhaps even more 
importantly, employers will need to recruit and retain 
employees to successfully emerge from what has been, in 
some cases, a devastating blow to the workforce.

Contact Tracing

The World Health Organization (WHO) and other 
professionals in the field infectious diseases stress 
that when someone has an infectious disease, such as 
COVID-19, managing their potential for transmitting the 
illness to others is a challenge to public health. To reduce 
the spread of the disease, those who have had contact 
with an infected person should be notified as quickly as 
possible so they can receive appropriate care and self-
isolate. Contact tracing is the process for monitoring 
people in close contact with someone infected. According 
to WHO this process is comprised of three steps:

1. Contact Identification
2. Contact Listing
3. Contact Follow-up

According to the Centers for Disease Control (CDC), 
contact tracing is essential to halting the chain of 
COVID-19 transmission. In the context of the workplace, 
without visibility into who was working when and with 
whom, this process can be cumbersome. Yet, access 
to information that can quickly identify employees who 
may have come into contact with an infected individual is 
business-critical. 

The question then becomes, how can a business 
effectively contact trace at a manufacturing facility with a 
thousand employees? There certainly is no one-size-fits-all 
solution. In one instance, a company in Holland, Michigan 
developed contact tracing badges as a prevention tool. 
These badges are programmed to vibrate when social 
distancing protocols have been breached. The process also 
allows for the storage of contact tracing information for 90 
days. Employees simply wear the badge and, at the end of 
their shift, scan a QR code at a kiosk that stores the data. 
Although this may be a viable solution, it is still reliant on 
employees to be proactive in the process and, therefore, 
subject to employee cooperation and participation. An 

alternative solution involves creating reports in existing 
software (time and attendance, ERP). By identifying 
common cost centers at specific dates and times, 
employers can track potential worker exposures by utilizing 
reports they already have available.

Absence & Schedule Management

As states begin to relax restrictions and employers begin 
to rehire or resume staffing levels near normal, managing 
schedules and unexpected absences is more vital than 
ever. A recent survey conducted by the Workforce Institute 
at Kronos, Inc. showed 7% of labor hours are scheduled 
but not worked, resulting in a 7% direct impact on an 
organization’s labor budget. Alternatively, as a measure 
of reaction, the survey showed an average of 6% of labor 
hours worked but not scheduled (also known as worked 
but not needed).

The wider business impact of absenteeism is often 
hidden by the pure financial cost of labor. Financially, 
assuming employee contract terms dictate that 

(Continued on page 8)

HCM Summer 2020: 3 Keys for a  
Smooth Transition to the New Normal 
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employers pay only for hours worked, the cost of labor 
deployed is -1% of the planned labor budget (6% worked 
minus the 7% budgeted). On paper, this appears to be 
a financially positive labor cost savings; in reality, this 
means 13% of labor hours were not deployed as planned, 
indicating that alignment with customer demand has 
been compromised. Consequently, the 1% reduction in 
labor hours could easily translate into the 2% impact on 
bottom-line performance.

Building work schedules that accurately align with the 
demands of customers, businesses and employees is 
one of the most complex and time-consuming issues 
affecting managers. Modern workforce management 
solutions can simplify the forecasting and labor 
scheduling process by determining accurate demand 
forecasts built upon historical data, known events and 
algorithms. These tools, now aided by new machine 
learning and artificial intelligence techniques, can 
enhance accuracy and provide direction in optimizing 
the deployment of workers. 

Accurate labor planning begins with an accurate 
demand forecast, using budgeting functionality in 
workforce management solutions. When creating a 
subsequent staffing plan, employers must take the time 
to understand regional factors affecting recruitment, 
deployment and retention. Labor analytics can provide 
insight into the causes and correlations of absences 
while enabling managers to be proactive in mitigating and 
reducing their impact. 

Gone are the days of schedules written on a bulletin 
board; instead there are real-time alerts delivered directly 
to an employee’s mobile device. Employers are putting 
the power in the palm of the employee’s hand, and it’s 
resulting in increased productivity and a more engaged 
workforce. Employers who directly and efficiently deliver 
solutions and schedule reminders to their employees are 
reaping the rewards.

Knowing the data and identifying trends and anomalies 
is vital to strategic decision making. Likewise, in 
today’s manufacturing environment, it is critical to 
have a workforce management software (aka Time and 
Attendance) to alleviate the manual steps associated 
with scheduling and analytics. Current technology should 
address some of these key components of schedule and 
absence management: 

■  Approvals and communication between employee 
and manager

■  Shift swapping with or without manager 
involvement

■  Transparency to employees on schedule 
performance

■  Across-year and pay-period reporting
■  Mobile or other smart device functionality

Recruiting & Retaining 

Turnover can be extremely expensive when lost 
productivity and replacement costs are considered. 
With the most recent changes in the labor market, many 
companies are struggling to recruit and retain employees. 
Today’s employees are less committed to companies than 
they were 20 years ago, and millennials, for example, will 
stay at a job for fewer than three years. The question then 
becomes, how do employers combat the statistics? They 
do this by using creativity when it comes to recruitment 
and retention.

Job seekers desire a streamlined, user-friendly 
recruitment process. Employers can easily offer this by 
taking advantage of internet-based recruiting and job-
posting apps that make it easier for applicants to apply 
on their mobile devices. Employers can increase retention 
and enrich the employee experience by offering referral 
incentives or on-the-job perks, such as team lunches for 
achieving desired operational metrics. 

Above all, communication is a key component of 
employee satisfaction and retention, whether it involves 
discussions regarding performance and quality of work or 
looking forward to a career path within the organization. 
Employees are more likely to stick around if they are 
aware of the opportunities for advancement and know 
what actions they should take to reach their career 
goals. Simple questions can help in understanding 
what is important to employees. Is it work-life balance? 
Community involvement by the company? Great benefits? 

Finally, it is essential to hold managers accountable for 
retaining workers. Positive working relationships between 
managers and direct reports are critical not only to the 
success of the business but also to achieve a content, 
cohesive and productive workforce.  

Related Resources

■  Going Digital: How to Communicate Benefits to a 
Remote Workforce

■  2020 Employee Benefits Benchmark Report 

Your Team
For more information 
regarding the topics outlined 
above, don’t hesitate 
to contact the authors 
directly – Corey Payne 
540.853.8081 or cpayne@

cbiz.com and Tim Glenn 540.345.6600 or timothy.
glenn@cbiz.com. The CBIZ COVID-19 resources center 
provides up-to-date COVID-19 content and webinars (live 
and recorded) touching on tax & legislative, employees & 
HR, financial management, and risk & operations topics.  
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The novel coronavirus pandemic has prompted 
the Internal Revenue Service to grant automatic 
deadline relief to qualified opportunity funds 

and investors, including an extension of the 180-day 
investment period for some investors to Dec. 31 in a 
notice released Thursday. 
 
Taxpayers for whom the last day of the period in which 
investments must be made in qualified opportunity funds, 
or QOFs, to satisfy the 180-day requirement falls on or 
after April 1, 2020 automatically get the extension to 
Dec. 31, 2020, according to Notice 2020-39. Taxpayers 
don’t have to contact the IRS or send letters or other 
documents to get the relief, the notice said. 
 
However, they must make a valid deferral election and 
file needed forms with a timely filed federal income tax 
return or amended return for the taxable year in which 
the gain would be recognized if Internal Revenue Code 
Section 1400Z-2(a)(1) didn’t apply to defer recognition of 
the gain, according to Thursday’s notice. 
 
The opportunity zone program, established by the 
2017 Tax Cuts and Jobs Act, is meant to bring monetary 
investments into lower-income communities to help 
spur economic development in them. Opportunity zones 
allow investors to reinvest capital gains within a 180-day 
window into designated low-income areas in return for 
certain tax benefits that grow the longer the money is 
invested in a QOF through Dec. 31, 2026.  
 
Final regulations on opportunity zones came out in 
December that allowed for two methods of investing in 
the program. Under a one-tiered structure, a QOF directly 
holds qualified zone property. Investors in one-tiered 
structures must invest gains into a QOF within 180 days 
of the sale or exchange that gave rise to the gain, under 
the final rules. If investors have already successfully 
invested in a QOF, it must generally hold 90% of its assets 
in qualified property, as measured every six months, or 
face penalty, the rules said.

For QOFs whose last day of the first six-month period 
of the taxable year or last day of the taxable year 
falls between April 1 and Dec. 31, any failure by the 
QOF to satisfy the 90% investment standard is due to 
reasonable cause under IRC Section 1400Z-2(f)(3), the 
IRS said in Thursday’s notice. Those failures will also be 
disregarded for purposes of determining whether the 
QOF or any otherwise qualifying investments in it satisfy 
requirements of IRC Section 1400Z-2 and its regulations 
for any taxable year of the QOF, the notice said.  
 
The relief is automatic, but QOFs must accurately 
complete all lines on Form 8996, Qualified Opportunity 
Fund, filed for each taxable year except that the QOF 
should indicate “zero” where penalties are supposed to 
be recorded, the IRS said Thursday. The form must be 
filed with the QOF’s timely filed federal income tax return, 
according to the notice. 
 
Richard LaFalce, partner at Morgan Lewis & Bockius LLP, 
said the notice should give opportunity zone investors the 
certainty they need to move forward. 
 
“While the COVID 19 pandemic may cause investors and 
sponsors to reevaluate their plans for opportunity zone 
investments, any delay should not be driven by concerns 
regarding the ability to satisfy the OZ tax rules during the 
pandemic,” LaFalce told Law360. 
 
The breaks the IRS provided in Thursday’s notice follow 
Sen. Tim Scott’s renewing his push for giving investors 
three additional months to put capital gains into qualified 
opportunity funds to encourage participation in the 
program during a Tuesday webcast hosted by Politico. In 
early May, Scott, R-S.C., also asked the IRS and the U.S. 
Department of the Treasury to ease the program’s 
requirement that QOFs have to invest at least 90% of 
assets in qualified opportunity zone property, at least 
through the end of the year. 
 
The IRS didn’t immediately respond to a request for 
comment.

IRS Grants Pandemic 
Deadline Relief On 
Opportunity Funds

DISCLAIMER: This publication is distributed with the understanding that CBIZ is not rendering legal, accounting or other professional 
advice. This information is general in nature and may be affected by changes in law or in the interpretation of such laws. The reader 
is advised to contact a professional prior to taking any action based upon this information. CBIZ assumes no liability whatsoever in 
connection with the use of this information and assumes no obligation to inform the reader of any changes in laws or other factors that 
could affect the information contained herein. 
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What are some key drivers to rebuild America’s economy 
in a post-COVID-19 environment? 

1. Invest in our infrastructure
2. Make critical products in America, again
3. Enhance access to actionable education

Infrastructure, manufacturing and education – each of 
these themes have unifying characteristics:

■  Long-term capital is needed; long-term rewards  
are generated

■  Private and public sector participants must work 
together

■  Each of the three drives its remaining counterparts

Clearly, the Opportunity Zone program was crafted to 
meet the needs of these times. It creates an incentive 
for investors with an estimated $6+ trillion dollars in 
“dormant capital gains” – meaning capital gains they 
control in assets they do not want to sell or plan to 

By CHRIS LOEFFLER, CALIBER

As our nation hurdles toward a November 2020 
election, special interest groups and political 
parties are working hard to define and “sell” their 

vision of what is best for America. These ideas are often 
at odds, yet there is renewed interest in a prior year’s 
collaboration that brought legislators from both sides 
of the aisle together to create an important economic 
development tool – Opportunity Zone Funds.

As my 83-year-old uncle recently told me, our country 
was always at its best when we stood together, unified, 
against a great threat, as we did in World War II. He 
sees the COVID-19 pandemic and its resulting economic 
damage as a similar opportunity for Americans to stand 
united and fight the headwinds facing us all.

When I think about how Opportunity Zones can provide 
the engine for part of that fight, I see a rare opportunity 
for disparate parties to move forward in a way that is both 
productive at the local community level and therapeutic 
for our Nation.  

GUEST ARTICLE:

How Opportunity Zone Funds
Drive Our Nation Forward

https://www.caliberco.com/
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sell – to invest in the growth and strength of American 
communities. 

This investment could create a trade school in an area 
struggling with high unemployment, could further spur a 
new manufacturing opportunity for personal protective 
equipment (PPE) and could lead to an expansion of public 
transportation. The possibilities are limited only by our 
creativity and ambition. 

Cases Tell the Story Best

For some concrete examples, consider the following:

Phoenix Medical-Behavioral Hospital: An abandoned 
assisted living facility boarded up by the previous 
owners is now being transformed to a 96-bed, acute 
care behavioral health hospital. This $22 million 
opportunity-zone funded project was recently featured 
in the White House OZ Best Practices Report. Fully 
developed, the project offers a 10.5% cap rate, a 
leveraged cash-flow return in excess of 15% and an 
expected total gain on investment over 10 years of 
2.5x all while delivering 80 high-income jobs to the 
community for nurses, doctors and support staff, 
as well as capacity to serve approximately 20,000 
patients annually.

Downtown Mesa Redevelopment: Long passed over by 
freeway systems, Downtown Mesa, Arizona mirrored 
what “Main Street” has become in many cities across 
the United States – very little vitality, activity, business. 
City leadership secured opportunity zone designation, 
added public infrastructure through light rail, funded 
a $100m+ performing arts center and created a new 
campus for Arizona State University. These public 
investments attracted opportunity fund investment – 
acquisition of Main Street buildings and redevelopment 
of historic assets. The developer expects an excess 
of 2x return on investment. The community realizes 
the return of a walkable, vibrant downtown, attracting 
entrepreneurship and venture investment. 

Financial Advisors Guide Investors on the Opportunity

The above examples, and hundreds more across the 
country, represent the more than $7 billion already 
invested in opportunity zone funds and assets. By 
explaining the complex nuances of this program to clients 
and projecting their fit with investment goals, professional 
service providers like CPAs, financial advisors, tax 
specialists, tax attorneys and estate planning attorneys 
contribute significantly to the success of this program. 
The tax-favored nature of these investments contribute to 
a win-win scenario. Educated investors may well choose 
a proactive contribution to the revitalization of small 
business and American communities over of an offshore 
tax shelter or simple inaction. 

In this way investors themselves play a critical role, as 
they take 10+ year risks on places like Tucson, Phoenix, 
Salt Lake City, Reno, San Antonio, etc. instead of making 
seemingly less risky bets on traditional Wall Street 
options. Layer in small business owners, real estate 
developers, general contractors, local, city, state and 
federal government officials, community leaders and 
representatives, non-profits, public and private education 
providers, and faith-based organizations and something 
beautiful occurs – unity.

While all parties may not agree on the direction a 
community should or could take, the fact that they 
are speaking together for the combined benefit of the 
group is remarkable. Prior to the advent of this program, 
investors would have continued on as they always 
had – either avoiding incurring capital gains taxes or 
investing gains they could not avoid into less impactful 
options – and remaining program participants would 
have continued as they had – working in silos somewhat 
unaware of the greater value they could create together.

With the rules now set in stone for Opportunity Zone Fund 
investing, I expect to see the creativity and unity of a new 
coalition of parties working together to improve economic 
conditions, grow access to better education and better 
jobs, and bet on America.

Chris Loeffler is Chairman, CEO and co-founder of Caliber, 
a Scottsdale-based real estate investment firm with a 
focus in the Greater Southwest growth markets. You  
can connect with Chris at 480.295.7600 x 1808 or  
chris.loeffler@caliberco.com. 
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