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DISCLAIMER

The information provided in this workshop is based on documents 

available as of December 8, 2021.  We have made our best efforts to 
properly interpret the information. The SBA and other government 

entities may modify, change or delete any or all of the procedures. You 

should always consult your accountant or attorney if you have any 
questions, or before you submit any application or select to participate 

in any program.

References: IRS Notice 2021-49, IRS Notice 2021-23, IRS Notice 2021-20

IRS Notice 2021-65

The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and Mason Enterprise Center
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Quick Facts

• Less than 15% of small businesses have taken advantage

• Over 50% of accountants haven't filed any ERC credits

• Startup Businesses also qualify

• Can go back to 2nd Quarter of 2020

• Ended on Sept 30, 2021 – except for Recovery Start Up

Employee Retention Tax Credits-ERC

What is the 2020 ERC?
• Provides a tax credit for any business that experienced one of the following: 

(only applies to business with less than 100 employees)

• Your business was fully or partially suspended in 2020 due to orders 
from an appropriate governmental authority limiting commerce, travel or 
group meetings due to COVID-19. OR

• Had more than a 50% decline in gross receipts for any quarter in 2020 
vs same quarter in 2019.

• Can be for profit, or non-profit

• Not available for self-employed unless you have employees and then 
only for the employees, not owner. 

• Is available even if received PPP, RRF, EIDL or SVOG funds.
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What is the 2021 ERC?
• Provides a tax credit for any business that experienced one of the 

following: (only applies to business with less than 100 employees)
• Your business was fully or partially suspended in 2020 due to 

orders from an appropriate governmental authority limiting 
commerce, travel or group meetings due to COVID-19. OR

• Had more than a 20% decline in gross receipts for any quarter 
in 2021 vs same quarter in 2019 (in some cases 2021 vs 2020) 

• Can be for profit, or non-profit
• Not available for self-employed unless they have employees 

and then only for their employees, not owner.
• Is available even if received PPP, RRF, EIDL or SVOG funds.

What is a Recovery Startup Business?

• Business must have started operating after 2/15/2020 *
* Business has begun to function as a going concern & perform activities for which it was organized.

• New for 3rd and 4th quarter of 2021

• Having gross sales of less than $1,000,000 per calendar year.

• No requirement for decrease sales, etc.

• Can still qualify for regular ERC

• 70% of all wages, up to $10,000 per employee per quarter

• Maximum amount company can claim is $50,000 per quarter, or $100,000 total

• Can apply to new non-profit (501c3)
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What are Gross Receipts

• Total Sales (net of returns or allowances, same as federal tax return)

• Does not include: 

• PPP loans (even if not forgiven)

• EIDL Advances (EIDL loans or any loans would not count)

• Restaurant Revitalization Funds

• Shuttered Venue Operator Grants

• Does include most local and state grants

What are Gross Receipts – Nonprofit

• Gross amount received from all sources including, but not limited to:

• Contributions

• Gifts

• Grants

• Dues or assessments

• Organization activities – events, fundraisers, etc.

• Gross sales of assets

• Investment income

• Does not include: 

• PPP loans (even if not forgiven)

• EIDL Advances (EIDL loans or any loans would not count)

• Shuttered Venue Operator Grants
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Aggregation Rules

When multiple companies are owned or run by the same owners.  See IRS 
Notice 2021-20, page 21 for detailed information.

How is the 50% decline determined for 2020?

• It is based on the gross revenue for a quarter compared to the 
same quarter of 2019. (After March 12, 2020)

• The credit will continue until your quarterly revenue has reached 
80% compared to same quarter in 2019 and will include that 
quarter or December 31, 2020.
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How is the 80% determined 
(changes for 2021: Jan 1 – Sep 30, 2021)

• If revenue in any quarter of 2021 is less than 80% of the same 
quarter in 2019.

• If business was not in operation for the comparable quarter of 2019, 
then you would use the comparable quarter of 2020.

• Can select the “Alternative Quarter” – can select the immediately 
preceding quarter with the comparable quarter in 2019 (or 2020)

• The credit will continue until your quarterly revenue has reached 
80% compared to same quarter in 2019 and will include that 
quarter. (substitute 2020 if not open in 2019).

What is the amount of the credit for 2020?

• Equal to 50% of the qualified wages paid to eligible employees 
during the covered period.

• Qualified wages include health care insurance paid by employer 
and premiums paid by employee with pre-tax dollars.

• Maximum amount of qualified wages that you can claim credit is 
$10,000 or a maximum $5,000 credit per employee for the year.

• Can cross over to multiple quarters if quarter is still qualified.

• Even if the employee is still working, you can claim the credit.

• Covered period is from March 13 – Dec 31, 2020.
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What is the amount of the credit for 2021?

• Equal to 70% of the qualified wages paid to eligible employees 
during the covered period.

• Maximum amount of qualified wages that you can claim credit for 
is $10,000 or a maximum $7,000 per employee per quarter.

• Even if the employee is still working, you can claim the credit.

• Qualified wages include health care insurance paid by employer 
and premiums paid by employee with pre-tax dollars.

• Covered period is from January 1, 2021 – Sept 30, 2021.

Item ERC Round 1

3/13/20 – 12/31/20

ERC Round 2

1/1/21 – 6/30/21

ERC Round 3

7/1/21 – 9/30/21

Use with PPP, EIDL 

advance, RRF, SVOG

Yes, but not the same wages Yes, but not the same wages Yes, but not the same wages

Eligible wage base $10,000 per employee for 

the year

$10,000 per employee per 

quarter

$10,000 per employee per 

quarter

Credit Amount 50% 70% 70%

Max amount credit $5,000 per employee for 

year

$7,000 per employee per 

quarter

$7,000 per employee per 

quarter

Recovery Start Up 

Business (2/16/20)

Not available Not available $7,000 per employee per 

quarter (also 4th qtr)

Recovery Start Up 

Business – Maximum 

claim amount

Not available Not available $50,000 per quarter, 

$100,000 total (also 4th qtr)

ERC Summary

13

14



8

Employee Retention Tax Credits-Examples

Example 1: Credit to be claimed for 2020 payroll

Quarter Gross Receipts 

2019

Gross Receipts

2020

2020 vs 2019 Eligible Quarter

1 $30,000 $28,000 93% No

2 $40,000 $18,000 45% Yes

3 $50,000 $40,000 80% Yes*

4 $55,000 $55,000 100% No

* Still eligible for that quarter, but would not for the next

Employee Retention Tax Credits-Examples

Example 2: Credit to be claimed for 2021 payroll

Quarter Gross Receipts 

2019

Gross Receipts

2021

2021 vs 2019 Eligible Quarter

1 $30,000 $22,500 75% Yes

2 $40,000 $33,000 82% Yes*

3 $40,000 $39,000 97% No

* Available for the quarter that you reached 80%
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Employee Retention Tax Credits-Examples

Example 3: Credit to be claimed for 2020 payroll (all qualified quarters)

Employee Wages Paid

Q2

Qualified

Wages Q2

Wages Paid

Q3

Qualified

Wages Q3

Wages

Paid Q4

Qualified 

Wages Q4

1 $15,000 $10,000 $15,000 $0 $15,000 $0

2 $6,000 $6,000 $8,000 $4,000 $6,000 $0

3 $3,000 $3,000 $3,000 $3,000 $3,000 $3,000

Totals $19,000 $7,000 $3,000

Potential credit of qualified wages = $19,000 + $7,000 + $3,000 = $29,000
Credit = 50% or $14,500.

Employee Retention Tax Credits-Examples

Example 3: Credit to be claimed for 2021 payroll - assuming qualified for all 3 quarters

Employee Wages 

Paid

Q1

Qualified

Wages 

Q1

Wages 

Paid

Q2

Qualified

Wages 

Q2

Wages 

Paid

Q3

Qualified

Wages 

Q3

Wages 

Paid

Q4

Qualified

Wages 

Q4

1 $15,000 $10,000 $15,000 $10,000 $8,000 $8,000 0 0

2 $7,000 $7,000 $7,000 $7,000 $7,000 $7,000 0 0

3 $3,000 $3,000 $3,000 $3,000 $3,000 $3,000 0 0

Totals $20,000 $20,000 $18,000 0

Potential credit of qualified wages = $20,000 + $20,000 + $18,000 = $58,000
Credit = 70% or $40,600.
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Recovery Startup Business
Example 4: Taken for 3rd and 4th Quarter of 2021 (business started after 2/15/20)

Employee Wages Paid

Q3

Qualified

Wages Q3

Wages Paid

Q4

Qualified

Wages Q4

1 $15,000 $10,000 $15,000 $10,000

2 $7,000 $7,000 $7,000 $7,000

3 $3,000 $3,000 $3,000 $3,000

Totals $20,000 $20,000

Potential credit of qualified wages = $20,000 + $20,000 = $40,000
Credit = $28,000

Other Issues
• CARES funds – cannot use same money to claim ERC as you used for payroll (might 
modify your forgiveness application). This covers:

• PPP

• SVOG

• RRF

• WOTC

• FFCRA

• Payroll used for ERC credits are non-deductible on federal tax return

• Statue of limitation for 941 audits is 5 years (not normal 3)

• Severely Financially Distressed Employer is one that had a decline of 90% or more.  
All wages are considered.
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PPP vs ERC

Jan 21 Feb 21 Mar 21 1st Quarter ERC Credit @ 

70%

Total Payroll $20,000 $25,000 $30,000 $75,000

PPP* $20,000 $25,000 $5,000 $50,000

ERC Wages $0 $0 $25,000 $25,000 $17,500

PPP** $20,000 $10,000 $0 $30,000

ERC Wages $0 $15,000 $30,000 $45,000 $31,500

*PPP loan of $50,000 all used as payroll
** PPP loan of $50,000. 60% for payroll = $30,000

Employee Retention Tax Credits-FAQ
1) Are employers required to withhold employment taxes on qualified wages?  YES

2) Are self employed individuals eligible?  NO, unless you have employees, then you can 

get credit for employees only.

3) If a business decides to close, or reduce it’s hours of operations even though it was not 
required to, can they obtain the credit? NO, unless they would qualify under the 50% 

(80% rule for 2021) reduction of revenue.

4) If an essential business is shutdown because the supply chain is shutdown, can they 
claim the credit. MAYBE, each circumstance has to be looked at as to whether there is a 

restriction on the operation. Restrictions of customers to stay home does not qualify as a 

shutdown or partial shutdown.

5) If a business is required to shutdown, or partial suspension, but then opens back up, 
how does one claim the credit.  Credit can only be claimed during the period of 

shutdown, or partial suspension.
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Employee Retention Tax Credits-FAQ

6) What are gross receipts? Same as would be reported on your federal tax return.

7) What if a business did not operate for all of 2019?  Use the first full period of 2019 for your 

baseline for the first periods of 2020.  Example: You opened on April 1, 2019. Then you can 

use the 2nd quarter of 2019 as base period for 1st and 2nd quarter of 2020.  You would then 

use 3rd quarter 2019 to compare to 3rd quarter 2020 and 4th quarter 2019 to compare 4th

quarter 2020.

8) I purchased a business in 2020, can I still take the ERC? Yes, if you acquired a business, 

either stock, asset or other form of acquisition, then you can take the credit and base the 

2019 numbers on the acquired company.

Employee Retention Tax Credits-FAQ

9) What are gross receipts for a tax-exempt organization? Includes gross receipts from all 

operations to include unrelated business income, investment income, contributions, grants, 

dividends, rents, and any income derived from the function of the organization.

10) Are wages paid to related individuals of the employer considered qualified wages?  
No, any wages paid to any child, grandchild, brother, sister, stepbrother, stepsister, father, 
mother, stepfather, stepmother, niece, nephew, aunt, uncle, son-in-law, daughter-in-law, 
father-in-law, mother-in-law, brother-in-law or sister-in-law do not qualify for wages for the 
credit.* In addition, does not apply to wages paid to majority owner, or spouse of majority 
owner.

* May not apply to payment made to owner, spouse of owner, or any relative where the owner 
owns less than 50% of business.  IRS Notice 2021-49 (some confusion as to this, ask your 
accountant whether it might apply to your return)
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Employee Retention Tax Credits-FAQ

How do you claim the credit?

• If claiming for payroll paid in 2020 and you have already filed your 941 forms, then 
you would be required to file 941-X (Adjusted Employer’s Quarterly Federal Tax 
Return or Claim for Refund). Must be done within 3 years or original due date.

• If claiming for 2021 for a quarter you have not filed, then you would claim the credit 
on your 941. If the 941 has already been filed, then a 941-X would be required.

How long will it take to get my credit?
• If you are filing electronically, expect 2-4 months
• If you are paper filing an amended return, expect 6-9 months

Line 11c is your nonrefundable 
portion which is limited to your 
Employer share of Social Security 
payment (6.2%) for quarter 1 & 2.  In 
quarter 3 & 4 is limited to the 
employer Medicare payments 
(1.45%)

How to file 941:
• Electronically – expect refund in 5 

to 6 weeks
• Manually – expect refund many 

months in future.
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Line 13d is your refundable portion of 
ERC which is the total minus 
nonrefundable amount.

Line 21 & 22 is your qualified wages 
and qualified health plan expenses.
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Use Worksheet 2 to determine 
credit for 2nd quarter.

Use Worksheet 4 to 
determine credit for 
3rd and 4th quarter.
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941-X must be filed manually
Could be 8 weeks or more 
before receiving refund.
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Can file for an advance
Payment using form

7200 – expect multiple weeks 

The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and George Mason University

Paid Sick and Family Leave Act Credits
Also applies to the Self-Employed

Expired September 30, 2021
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The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and George Mason University

Certain employers with < 500 employees required to provide paid sick and 
family leave when employees are unable to work or telework after March 31, 
2020, and before Jan. 1, 2021, due to COVID

• 2 weeks paid sick leave and 10 weeks paid family leave (subject to 
limits)

Does apply to the self employed, would need to file IRS Form 7202 on their
1040 Tax Return.

CARES Act

The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and George Mason University

Employee cannot work or telework because they are:

1. Subject to federal, state, or local quarantine or isolation order related 
to COVID-19

2. Advised by health care provider to self-quarantine due to concerns 
related to COVID-19

3. Experiencing symptoms of COVID-19 and seeking medical diagnosis

Sick Leave
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The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and George Mason University

Employee cannot work or telework because they are:

4. Caring for individual who is subject to federal, state, or local quarantine or isolation 
order related to COVID-19 or who has been advised by health care provider to self 
quarantine due to concerns related to COVID-19

5. Caring for a child if school or place of care has been closed, or childcare provider 
is unavailable, due to COVID-19 precautions

6. Experiencing any other substantially similar condition specified by U.S. 
Department of Health and Human Services, includes employee taking leave to:

• Accompany individual to obtain COVID-19 vaccine

• Care for individual recovering from COVID-19 vaccine

Sick Leave, Continued

The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and George Mason University

Entitled to wages for up to two weeks (80 hours)

• Employee unable to work due to own health needs (first three reasons), 
employee’s regular rate of pay, but no more than $511 per day ($5,110 in total 
for 80 hours)

• Employee unable to work because they need to care for others (reasons 4 or 6), 
two-thirds of employee’s regular rate of pay, but no more than $200 per day 
($2,000 in total for 80 hours)

• Employee unable to work because they need to care for a child (reason 5), two-
thirds of employee’s regular rate of pay, but no more than $200 per day ($12,000 
in total for 80 hours plus 10 weeks of paid extended family and medical leave)

Qualified Sick Leave Wages
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The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and George Mason University

Sick leave credit is sum of:
• 100% of qualified sick leave wages

• Employer’s share of Medicare tax on qualified sick leave wages

• Social Security and Medicare tax after March 31, 2021

• Qualified health plan expenses allocable to qualified sick leave wages

Sick Leave Credit

The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and George Mason University

Private employers with < 500 employees

• Must provide paid family leave to employees employed at least 30 days

• Employee unable to work or telework for any of the paid sick leave 
reasons

Family Leave
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The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and George Mason University

Two-thirds of employee’s regular rate of pay, up to $200 per day

• $10,000 in total per employee before April 1, 2021

• $12,000 in total per employee after March 31, 2021, and before Oct. 1, 2021

Qualified Family Leave Wages

The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and George Mason University

Family leave credit is sum of:

• Two-thirds of employee’s regular rate of pay, up to $200 per day or 
$12,000 in total, per employee

• Employer share of Medicare tax on qualified family leave wages

• Social Security and Medicare tax after March 31, 2021

• Qualified health plan expenses allocable to qualified family leave wages

Family Leave Credit
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The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and George Mason University

Extended these credits through March 31, 2021, if employer voluntarily 
provides paid sick or family leave that would otherwise qualify

• Employer not required to provide paid sick and family leave after Dec. 
31, 2020

• Total paid leave limits stayed the same, so no additional benefits if 
already received max

• If prior year net SE income > current-year net SE income, can elect 
to use prior year to figure credits for self-employed individual

• Retroactive change, effective April 1, 2020

Consolidated Appropriations Act

The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and George Mason University

• Extends paid leave credits through Sept. 30, 2021
• Beginning after March 31, 2021:

• Allows credits for leave taken to obtain or recover from COVID-19 
vaccine

• Restarts 10-day limit for qualified sick leave wages on April 1, 2021
• Increases qualified family leave wages limit from $10,000 to $12,000 in 

total (10 weeks to 12 weeks)
• Resets aggregate cap for qualified family leave wages on April 1, 2021
• Allows employers to use same paid sick leave reasons to provide paid 

family leave

American Rescue Plan Act
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The Roanoke Regional Small Business Development Center is funded in part through a cooperative 

agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and George Mason University

Beginning after March 31, 2021:

• Increases # of days self-employed individual can use to claim family 
leave credit from 50 to 60 (extra 2 weeks)

• Allows §501(c)(1) governmental organization to claim credits

• Applies paid leave credits against employer’s share of Medicare tax

American Rescue Plan Act, continued
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