
A VIRTUAL WORKSHOP 

ERC Recovery Startup 
Business Credit: Do you 
qualify for the up to 
$100,000 credit?



Housekeeping
Virtual Workshop will 

last 1:30

Please keep your 

microphone muted 

Closed Captioning is 

available through the 

Zoom Menu

Use the chat throughout the 

workshop to introduce 

yourself, ask questions, share 

resources and share tips

This Virtual Workshop

is being recorded 

We want to hear 

from you! 

We encourage to be on camera 

for a more engaging experience 

-- if you're willing and able! 
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DISCLAIMER

The information provided in this workshop is based on documents 

available as of May 11, 2023.  We have made our best efforts to 

properly interpret the information. The IRS 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.

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

IRS Notice 2021-65
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agreement with the U.S. Small Business Administration and supported by America’s SBDC, Virginia SBDC, 

and Mason Enterprise Center
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IRS licensed circular 230 tax practitioner (CPA, Enrolled Agent, or Attorney) 

cannot charge a contingent fee for ERC 941X amendment forms.

Be sure you have your accountant review the application and supporting 

documents and calculations before submitting any application.

Remember you as the business owner is 100% responsible in the event of an 

audit and any return of the credit along with any interest and penalties.  

Penalties can range from 20% to 75%

Warnings



Learning Objectives

• Understanding the Recovery Startup Business

• Determining Eligibility

• How to calculate the amount of credit

• How to apply for the credit

• Deadlines

Employee Retention Tax Credits



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.

• Only applies to W-2 employees, not independent contractors (1099)

• Only applies to payroll in the 3rd and 4th quarter of 2021

• Having gross sales of less than $1,000,000 over the previous 12 months (pro-rated)

• No requirement for decrease sales, etc.

• Does not qualify under the full or partial shutdown test, or gross receipts decline test.

• 70% of all wages, up to $10,000 per employee per quarter ($7,000 credit per employee)

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

• Can apply to new non-profit under IRC Section 501(a) or (c)



What are Gross Receipts

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

• Does include most local and state grants since they are taxable



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



Qualified Wages Include:

• Wages paid to employees after June 30, 2021 and before January 1, 2022

• Wages/Compensation subject to FICA taxes:

• Wages/Compensation

• Tips

• 401K contributions (employee)

• Healthcare premiums paid by employee (pre-tax) and paid by employer



Aggregation Rules

When multiple companies are owned or run by the same owners.  See IRS Notice 

2021-20, page 21 for detailed information. 



What is the amount of the credit?

• Equal to 70% of the qualified wages paid to eligible employees 

during the covered period. (3rd and/or 4th quarter 2021)

• Maximum amount of qualified wages that you can claim credit for 

is $10,000 maximum wages or $7,000 per employee per quarter.



Employee Retention Tax Credits-Examples

Example 1: Recovery Startup Business ($50,000 maximum per quarter)

Employee Wages 

Paid

Q3

Qualified

Wages 

Q3

Credit 

@70%

Q3

Wages

Paid

Q4

Qualified 

Wages

Q4

Credit 

@70%

Q4

Total

Credit

Q3+Q4

1 $15,000 $10,000 $7,000 $13,000 10,000 $7,000 $14,000

2 $10,000 $10,000 $7,000 $9,000 $9,000 $6,300 $13,300

3 $8,000 $8,000 $5,600 $8,000 $8,000 $5,600 $11,200

Totals $28,000 $19,600 $27,000 $18,900 $38,500



Other Issues

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

• If you receive the credit you will be required to file an amended business tax return 

for 2021. If you are a partnership or S-Corporation you will also have to file a 

personal amended return.

• Statue of limitation for 941 audits is 5 years (normally 3 years)

• Keep all documents that you used to determine the credit until the statue of 

limitation has ended which is April 15, 2027.



Wages paid to owners/relatives

Are wages paid to related individuals of the employer considered qualified wages? 

For 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 if they are related to a majority owner of the company (more than 50%) 

Are wages paid to owner considered qualified wages?

If the owner controls 50% or less, then wages for owner and spouse are qualified.  If more 

than 50% owner neither owner or spouse are considered qualified wages (exception below).

Exceptions to the above rules (gets more interesting).

If a more than 50% owner has no relatives as described above, then then a majority owner 

and spouse may be eligible as qualified 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

Example 1:
Consider the case of a parent who owns 100% of a company and 
employs his son. The Employee Retention Credit does not apply to 
the son’s earnings since he is related to the more-than-50% owner.
The son, too, is considered a secondary owner of the corporation 
due to familial attribution. This also eliminates the father’s earnings 
from the ERC.
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Example 2: 
Scott is the sole owner of a company and is married to Karen. They are 
both employed by the business. Scott and Karen have no relatives who 
come under the attribution criteria.

Karen is given 100% ownership of the business because of her 
relationship with Scott, but the IRS does not consider Scott and Karen 
to be “related people.” As a result, Scott and Karen’s earnings are 
eligible.
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Example 3:

Corporation A is owned 80 percent by Individual E and 20 percent by Individual F. 

Individual F is the child of Individual E. Corporation A is an eligible employer with 

respect to the first calendar quarter of 2021. Both Individual E and Individual F are 

employees of Corporation A. Pursuant to the attribution rules of section 267(c) of the 

Code, both Individual E and Individual F are treated as 100 percent owners of 

Corporation A. Individual E has the relationship to Individual F described in section 

152(d)(2)(C) of the Code, and Individual F has the relationship to Individual E 

described in section 152(d)(2)(A). Accordingly, Corporation A may not treat as 

qualified wages any wages paid to either Individual E or Individual F because both 

Individual E and Individual F are each related individuals for purposes of the 

employee retention credit. 
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Example 4:

Corporation C is owned 100 percent by Individual J. Corporation C is an eligible 

employer with respect to the first calendar quarter of 2021. Individual J is married to 

Individual K, and they have no other family members as defined in section 267(c)(4) 

of the Code. Individual J and Individual K are both employees of Corporation C. 

Pursuant to the attribution rules of section 267(c), Individual K is attributed 100 

percent ownership of Corporation A, and both Individual J and Individual K are 

treated as 100 percent owners. However, Individuals J and K do not have any of the 

relationships to each other described in section 152(d)(2)(A)-(H) of the Code. 

Accordingly, wages paid by Corporation C to Individual J and Individual K in the first 

calendar quarter of 2021 may be treated as qualified wages if the amounts satisfy the 

other requirements to be treated as qualified wages. 



How and When to Claim Credit

How do you claim the credit?

• Must file a 941-X (Adjusted Employer’s Quarterly Federal Tax Return or Claim for 

Refund). Must be done within three (3) years of taxable filing date. For Recovery 

Startup business deadline is April 15, 2025.

How long will it take to get my credit?

• The 941X amended return can only be manually files (mailed in). Credit can take 3-6 

months to receive. (IRS can take longer).



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

How to complete the forms



gross pay, not net pay



• Employer and employee pretax healthcare premiums to include 125 

contributions, FSA, HRAs & dental, but not HSAs

• 401K or 403b pretax contributions by employee, not employer

• Qualified wages are limited to $10,000 per employee per quarter
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Worksheet 4 – line 2h Must be a negative number
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Worksheet 4 – line 2i Must be a negative number

This should 

equal 

Worksheet 

4 – line 2d
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Worksheet 4 – line 2a, not negative number
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• Use the Blank 941X form from IRS

• Use a third-party processor to fill out form (have to print off and mail)

• taxbandits.com

• Tax1099.com

Where to get form?
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