
Presidential Executive Order Regarding Employee Payroll Deferment  
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This is an update in accordance with the IRS “guidance” (Notice 2020-
65) issued on August 28, 2020: 

 
1. The employee’s share of the social security tax of 6.2% on wages 

and compensation may be DEFERRED from September 1 thru 
December 31, 2020. 
 

2. The executive order DOES NOT APPLY to the employee’s 
Medicare of 1.45% of wages.  
 

3. As it stands now, the amount is deferred and will have to be paid 
back unless legislation is passed to forgive the deferred amount. 
 

4. The deferral is applicable only to the employee’s share of social 
security and NOT the employer’s share. 
 

5. The deferral applies only to employees with a pre-tax income that 
is generally less than $4,000 per biweekly pay or $104,000 
annually. 
 

6. A key point of this presidential order is that the employee MUST 
ELECT the deferral. 
 

7. If an employee ELECTS the deferral, they should be asked to sign 
an employee directive to that effect. 
 

8. Treasury Secretary Steven Mnuchin has stated that the payroll 
tax deferral will NOT be mandatory for employers to implement. 
 

9. The IRS “guidance” REQUIRES that the EMPLOYERS 
WITHHOLD AND PAY the deferred taxes from the wages and 
compensation of the employees during the payroll periods 
between January 1, 2021 and April 30, 2021. 
 



10.  Interest, penalties, and additions to tax will begin to accrue on 
unpaid taxes starting May 1, 2021. 
 

11.  The Notice provides that if the employer finds it necessary, they 
“can make arrangements to collect the total Applicable Taxes 
from the employee”.  However, the Notice does not give any 
details on what this means.  

 
John’s (revised) caution: There is no requirement to make this available 
to the employees or to even notify them that this exists. If the employee 
comes to the employer regarding this issue, please counsel them that 
considering that legislation is necessary to forgive the amount deferred 
and in light of our divided Congress, the employee should be aware of 
the fact they may have to repay the amount deferred and whether they 
will have the funds to do so.  Furthermore, the amount deferred could 
be substantial considering that many employees are living from 
paycheck to paycheck.  In addition the collection for the repayment of 
the “deferred” amount is placed solely on the backs of the employer.  In 
light of all of this and with the according recordkeeping and 
withholding issues in 2021, I would recommend that all employers DO 
NOT participate in this program since it is not mandatory that 
employer do so.   
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