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Congress passes unemployment relief for tax-exempt 

entities (COVID-19) 
 
The U.S. Congress has passed legislation to provide relief for tax-exempt organizations, allowing 
offsets of the costs of unemployment benefits provided for the organizations’ workers who received 
unemployment insurance payments.  
 
The House of Representatives on July 9, 2020, passed S. 4209, Protecting Nonprofits from 
Catastrophic Cash Flow Strain Act of 2020. The bill was passed by the Senate on July 2, 2020. The 
next step is for the bill to be enrolled and sent to the White House for action by the president. 
 
Read text of the bill: S. 4209 
 
With passage by the House, the Ways and Means Committee issued a release noting: 
 
• Tax-exempt organizations, state and local governments, and federally recognized Indian Tribes 

generally have the option of operating as “reimbursing employers” under state unemployment 
insurance (UI) systems—meaning that they make payments in lieu of contributions to finance 
benefits attributable to them. Most states periodically bill reimbursing employers for benefits paid 
out to their former employees. In turn, employers who opt for this payment method are not 
obligated to pay unemployment insurance payroll taxes. 

 
• A provision of the “Coronavirus Aid, Relief, and Economic Security Act” (CARES Act) (Pub. L. No. 

116-136) was intended to provide emergency relief to reimbursing employers by federally financing 
50% of the UI obligations for these employers for the period beginning March 13 and ending 
December 31, 2020. However, as interpreted by the Department of Labor in April 2020 guidance, 
reimbursing employers “must pay their bill in full” before they can receive reimbursement for one-
half of their obligation. For many employers, the requirement to pay 100% of the UI bill before 
securing relief exacerbates the financial impact of historically high claims triggered by the 
pandemic. 

 
• S. 4209 would enable states to provide the CARES Act’s 50% emergency relief to reimbursing 

employers without requiring these nonprofits or other entities to pay their full bill first. The net cost 

https://waysandmeansforms.house.gov/components/redirect/r.aspx?ID=492603-70876400
https://waysandmeans.house.gov/media-center/press-releases/neal-statement-house-passage-measure-provide-relief-non-profits-and
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to the employer and the federal government would remain the same. For states that have already 
begun administering UI relief under current law requirements, the legislation includes an explicit 
safe harbor that would be applicable prior to the date of enactment. 

 
KPMG observation 
 
The legislation would provide cash-flow relief for tax-exempt organizations that “self-insure” and that 
now must reimburse states for employees that claimed unemployment insurance during the COVID-19 
pandemic. 
 
For more information, contact a tax professional with KPMG’s Washington National Tax practice: 

Ruth Madrigal | +1 202 533 3800 | ruthmadrigal@kpmg.com 

Preston Quesenberry | +1 202 533 3985 | pquesenberry@kpmg.com  

 
 
The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters" 
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230, as the content of this document is 
issued for general informational purposes only, is intended to enhance the reader’s knowledge on the matters addressed 
therein, and is not intended to be applied to any specific reader’s particular set of facts. Although we endeavor to provide 
accurate and timely information, there can be no guarantee that such information is accurate as of the date it is received or that it 
will continue to be accurate in the future. Applicability of the information to specific situations should be determined through 
consultation with your tax adviser. 

KPMG International is a Swiss cooperative that serves as a coordinating entity for a network of independent member firms. 
KPMG International provides no audit or other client services. Such services are provided solely by member firms in their 
respective geographic areas. KPMG International and its member firms are legally distinct and separate entities. They are not and 
nothing contained herein shall be construed to place these entities in the relationship of parents, subsidiaries, agents, partners, 
or joint venturers. No member firm has any authority (actual, apparent, implied or otherwise) to obligate or bind KPMG 
International or any member firm in any manner whatsoever. 

Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG’s 
Federal Tax Legislative and Regulatory Services Group at + 1 202.533.4366, 1801 K Street NW, Washington, DC 20006-1301.  

To unsubscribe from TaxNewsFlash-Exempt Organizations, reply to Washington National Tax. 

Privacy | Legal 

mailto:US-KPMGWNT@kpmg.com?subject=Comments%20and%20requests
mailto:US-KPMGWNT@kpmg.com?subject=Unsubscribe:%20TaxNewsFlash-Exempt%20Organizations
https://home.kpmg.com/us/en/home/misc/privacy.html
https://home.kpmg.com/us/en/home/misc/legal.html

	TaxNewsFlash

