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• Overview of the Employee Retention Credit

• Who qualifies for the Employee Retention Credit 

• How to calculate the Employee Retention Credit 

• How to file for the Employee Retention Credit

• Questions

Agenda:
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March 18, 2020 

H.R. 6201 

Families First 
Coronavirus 

Response Act 
(FFRCA)

March 27, 2020

H.R. 748  

Coronavirus 
Aid, Relief and 

Economic 
Security Act 
(CARES Act)

April 24, 2020 

H.R. 266  

Paycheck 
Protection 

Program and 
Health Care 

Enhancement 
Act

June 5, 2020

H.R. 7010  

Paycheck 
Protection 

Program 
Flexibility Act

December 27, 
2020 

H.R. 133  

Consolidated 
Appropriations 
Act 2021 (CAA)

March 11, 2021

H.R. 1319 

American 
Rescue Plan Act 

(ARPA)

April 1,2021

H.R. 1799 

Paycheck 
Protection 

Program 
Extension Act 

of 2021

COVID-19 Federal response: Key 
provisions impacting employers
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• March 27, 2020  H.R. 748  Coronavirus Aid, Relief and Economic 
Security Act (CARES Act)

• December 27, 2020 H.R. 133  Consolidated Appropriations Act 
2021 (CAA)
• Retro Active Changes to 03/13/2020 to 12/31/2020
• Extended ERC 01/01/2021 to 06/30/2021

• March 11, 2021  H.R. 1319 American Rescue Plan Act (ARPA)
• Extended ERC 07/01/2021 to 12/31/2021

• Forms 941, 941X & 7200 & Business tax filing(1065,1120(s), 
1040)

Overview of Employee Retention Credit
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• *** Full-time employee***
• An employee who worked an 

average of at least 30 hours per 
week or 130 hours in any month 
in 2019.

• Aggregation Rules:
• Separate entities under common 

control would be treated as a 
single employer for determining 
full-time employees.

• All size employers can qualify.  

• Small employer qualification:
• 100 or less full-time employees 

for 2020 credit and 500 or less 
full-time employees for 2021 
credit.

• All Others:
• Over 100 for 2020 or 500 for 

2021.  Qualifying wage are only 
wages paid  to employees “not 
working”

Determining Eligibility
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• Gross receipts declined by 
more than 50% when 
comparing 2020 to 2019.

• Can compare by year or by 
quarter. 

Significant (50% or more) Decline in 
Gross Receipts

• Operations either fully or 
partially suspended due to 
orders from a government 
authority due to Covid-19 that 
have more than a nominal 
effect on business operations. 

Full or Partial Closure

Eligible Circumstances: Either/Or



• Government order closing your business for any period of time.

• Government order restricting capacity to enable social 
distancing. i.e. half capacity inside dining or lobby.

• Adjustments to delivery methods. i.e. take out only

• https://www.irs.gov/newsroom/covid-19-related-employee-
retention-credits-determining-when-an-employers-trade-or-
business-operations-are-considered-to-be-fully-or-partially-
suspended-due-to-a-governmental-order-faqs #34

Examples of Full or Partial Closure
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• Includes gross wages subject to social security taxes and allocable group 
health care benefits
• Includes HDHP’s, HRAs, FSAs
• Not HSAs or QSEHRAs

• Wages for this credit do not include wages for which the employer received 
a tax credit for paid sick and family leave under the Families First 
Coronavirus Response Act.

• 2020 Credit = 50% of qualified wages

• Wages paid on or after March 13, 2020 – December 31, 2020
• Max Wages = $10,000 per employee FOR YEAR
• Max Credit = $5,000 per employee for year

Qualified Wages - 2020
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• Wages paid to related individuals are not taken into account for 
purposes of the Employee Retention Credit. 
• A related individual is any employee who has of any of the following relationships to 

the employer:
• A child or a descendant of a child
• A brother, sister, stepbrother, or stepsister
• The father or mother, or an ancestor of either
• A stepfather or stepmother
• A niece or nephew
• An aunt or uncle
• A son-in-law, daughter-in-law, father-in-law, mother-in-law, brother-in-law, or sister-in-law.

• Wages paid to Owners and Owners spouses do qualify as ERC wages 
and do not fit under the above restrictions

Qualified Wages - 2020
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• Gross Receipts:
• 20% decrease of 2021 quarter rather than 50% decrease of 2020 quarter.
• Continues to be compared to same quarter of 2019.

• Credit = Raised to 70% of qualified wages

• Wages paid on or after January 1, 2021 – December 31, 2021
• Max Wages = $10,000 per employee PER QUARTER
• Max Credit = $7,000 per employee per quarter

Qualified Wages - 2021



Gross Receipts Comparison

• 2020 Gross Receipts Test: Eligible starting in Quarter where receipts drop below 50% and until EOQ in which 
gross receipts arrive at 80% of PY
• Example above, Q2 was down 57%. Q3 was down only 10%. Under GR wages would qualify until EOQ 3



ERC Calculation
• It is typically most beneficial to take max 

ERC followed by PPP loan wages

• If PPP forgiveness has:
1. Not been applied to be 

forgiven/been forgiven 
2. And PPP wages have been 

reduced below loan amount 
using max ERC 

• Additional qualifying expenses can 
be included to receive full PPP 
forgiveness.
• Eligible Non-payroll Costs:

1. Business mortgage 
interest

2. Business rent or lease
3. Business utility payments

• However, if the PPP loan forgiveness 
application has already been applied for 
or received it may be required to take 
PPP first and limit ERC.



ERC Calculation – PPP Wages First

• Because PPP Loan forgiveness was 
already forgiven and ERC wages pull 
PPP wages below forgiven loan 
amount PPP will need to be used first. 
This will limit the ERC credit
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CARES: 3/13/20 to 12/31/20 CAA: 3/13/20 to 
12/31/20

CAA: 1/1/21 to 06/30/21 ARPA: 07/1/21 to 
12/31/21

PPP Loan 
Interaction

No ERC if employer used a PPP 
loan

Employers that used a PPP 
loan can now claim the 
ERC as long as the credits 
are not taken on direct 
PPP payroll expenses. 

NO CHANGE: Employers 
that used a PPP loan can 
now claim the ERC as long 
as the credits are not 
taken on direct PPP 
payroll expenses. 

NO CHANGE: Employers 
that used a PPP loan can 
now claim the ERC as long 
as the credits are not 
taken on direct PPP 
payroll expenses. 

Maximum 
creditable wages 
per employee

$10,000 per year $10,000 per year $10,000 per quarter
$10,000 per quarter

Maximum credit Up to $5,000 per employee Up to $5,000 per 
employee

Up to $14,000 per 
employee

Up to $14,000 per 
employee

Threshold to be 
considered a 
“large employer 
based on full-time
employees.

More than 100 More than 100 More than 500
More than 500

How ERC Has Changed
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Form 941

Line 11c Nonrefundable portion of employee 
retention credit



941 form page 3941 form page 2

Form 941 continued
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Form 941 Instructions



If your 941 tax deposit is less than your calculated 
credit you can get money back now. Rather than 
waiting until end of the quarter.

Can only be used for the current 
Quarter. So 2021

FAX 855-248-0552

Form 7200
(Advance Payment of Employer Credits Due to COVID-19)
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Most are using Box 5c

Box 1 Adjust employment tax return 

Box 2 Claim (get your money back)

Form: 941x
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Form 941x page 3Form 941x page 2

Form 941x continued



Form 941x continued
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Form 941x page 4
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• Please note you will need to reduce wage deduction on  business 
tax filings.  In the year of your qualifying wages. 

• You may need to amend your 2020 tax return 

• This is a taxable Credit 

Business tax filings (1065, 1120S, 
Schedule C, F, E)



Thank You!
www.hintonburdick.com

If you have any questions please contact

Dalton Haberl, CPA
(435) 628-3663 x235
dhaberl@hintonburdick.com

Sil Bundy
(435) 628-3663 x250
sbundy@hintonburdick.com

Candus Tibbitts, CPA 
(435) 628-3663 x240
ctibbitts@hintonburdick.com




