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What is the Employee Retention Credit?

A fully refundable tax credit for employers equal to 50
percent of qualified wages (including allocable qualified
health plan expenses) that Eligible Employers pay their

employees.
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Eligible Employer
Carry on a trade or business in 2020 that either:

1. Was fully or partially suspended by government order due to
COVID-19

2. Experiences a significant decline in gross receipts
Not eligible:

Governmental employers

« Self-employed individuals for own services and earnings
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Operations fully or partially suspended

Trade or business operations fully or partially suspended
during any calendar quarter in 2020 due to orders from an
appropriate governmental authority limiting commerce,
travel, or group meetings (for commercial, social, religious,

or other purposes) due to COVID-19
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Significant Decline in gross receipts

» 1st quarter in which gross receipts for a calendar quarter
in 2020 are less than 50% of its gross receipts for the
same calendar quarter in 2019

» Ends on the first day of the first calendar quarter
following the calendar quarter in which gross receipts are
more than of 80% of its gross receipts for the same
calendar quarter in 2019.
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Qualified Wages
» Paid to employees after March 12, 2020, and before
January 1, 2021.

» Depends on the average number of full-time employees
employed during 2019.

* Includes qualified health plan costs that are allocable to
wages,
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Qualified Wages

Wages based on the average number of a business’s
employees in 2019.

Employers with less than 100 FT employees:

» The credit is based on wages paid to all employees,
regardless of whether they provided services.

Employers with more than 100 FT employees:
* The credit is allowed only for wages paid to employees

for the time when they are not providing services .
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Calculate the Credit

» Equal to 50% of qualified wages per employee

* Maximum amount of qualified wages per employee for
all calendar quarters is $10,000.

» Maximum credit per employee is $5000
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Claiming the credit
» Report qualified wages and credits for each calendar
quarter on federal employment tax returns.

» Tax credit may be claimed against the employer portion of
certain employment taxes.

« If credit exceeds payroll deposit employer may apply for
advance refund per Form 7200, Advance Payment of
Employer Credits Due To COVID-19.
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Impact of other credit provisions

» Small Business Loan — Paycheck Protection Program
(PPP)

» Paid Family and Sick Leave Credit — Families First
* Work Opportunity Credit
+ Section 458
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Families First Coronavirus
Response Act (FFCRA)

September 10, 2020
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Families First Coronavirus Response Act
« Emergency Paid Sick Leave Act (EPSLA)

« Emergency Family and Medical Leave Expansion Act
» Tax Credits for paid sick leave

» Tax Credits for paid family and medical leave
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Emergency paid sick leave

Employees unable to work or telework may be eligible to receive:
Up to 80 hours paid sick leave at full rate of pay

$511 per day, Maximum $5110 for an employee unable to work
because employee:

« is under a Federal, State, or local quarantine or isolation order related
to COVID-19;

« has been advised by a health care provider to self-quarantine due to
concerns related to COVID-19;

« is experiencing symptoms of COVID-19 and seeking a medical
diagnosis;
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Emergency Paid Sick Leave cont’d

Employees unable to work or telework may be eligible to receive:
Up to paid 80 hours sick leave at 2/3 rate of pay.
Up to $200 daily, $2000 maximum if employee is:

« Caring for an individual under Federal, State, or local quarantine or
isolation order or is advised to self-quarantine

Caring for child and school or place of care for the child has been
closed, or the child care provider is unavailable

Is experiencing similar condition specified by the U.S. Department of
Health and Human Services.
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Emergency paid family and
Medical leave
Employee who is unable to work (or telework) to care for a child

whose school or place of care is closed, or care provider is
unavailable due to COVID-19.

« Paid family and medical leave equal to two-thirds of the employee’s
regular pay

+ Up to $200 per day and $10,000 in the aggregate
« Up to 10 weeks of qualifying leave

* Individual must employed for at least 30-calendars days
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Tax Credits for Small
and Midsize Businesses

+ Employer Refundable Sick Leave Tax Credit

* Employer Refundable Family Leave Tax Credit

Communications & Liaison | Stakeholder Liaison April 10, 2020
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Eligible Employers

+ Small and mid-size businesses and tax-exempt organizations with
fewer than 500 employees;

« Certain self-employed persons are entitled to similar credits.

* Employers with fewer than 50 employees are eligible for
an exemption from the requirements to provide paid leave
to care for a child whose school or a place of care is closed, or
childcare is unavailable in cases where the viability of the
business is threatened.

* Employers of certain health care providers and emergency
responders may be able to opt out as well.
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Paid Sick Leave credit

Eligible employers may claim tax credit if employee is
unable to work or telework due to
+ COVID-19 quarantine (pursuant to Federal, State, or
local government order or advice of a health care
provider)
* COVID-19 symptoms
* COVID-19 medical diagnosis

Eligible employers may claim credit at the employee's
regular rate of pay:

e up to $511 per day; $5,110 in total

o for a total of 10 days for this credit
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Paid Sick leave credit cont’d

Eligible employers may claim tax credit if employee is
unable to work or telework due to

+ caring for someone with COVID-19 or
+ caring for a child because the child's school or
place of care is closed, or

+ child care provider is unavailable due to COVID-19
Eligible employers may claim credit for two-thirds of the
employee's regular rate of pay:

* up to $200 per day; $2000 in total

+ for a total of 10 days for this credit
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Paid Family leave credit
Eligible employers may receive a refundable family leave
credit equal to two-thirds of the employee's regular pay:
« capped at $200 per day or $10,000 in total for 10
weeks
Employer eligible to claim tax credit if employee is unable
to work or telework because of a need to:
+ care for a child whose school or place of care-is
closed

» whose child care provider is unavailable due to
COVID-19
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Refundable Tax Credits

» Tax Credits For Paid Sick Leave

+ Tax Credits for Paid Family Leave
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Paid Leave Refundable Credit

* Qualified paid leave provided between April 1, 2020
and December 31, 2020

* Fully refundable tax credit

* Includes the eligible employer’s share of Medicare
tax

* Includes allocable cost of maintaining health
insurance coverage
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Paid Leave Refundable Credit (o

» Covers costs of paid sick leave and paid expanded
family and medical leave related to COVID-19

» Claim credit on federal employment tax returns

* Qualified Leave Wages are not subject to the
employer portion of social security tax
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Exemptions from FFCRA

+ Businesses with fewer than 50 employees from child

care leave

* Health care providers or emergency responders
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How to claim the credit

Report on quarterly 941
* Wages
* Qualified Health care expense
Eligible Medicare tax
First reduce federal employment tax deposits

To claim the advanced credit, file Form 7200
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Recordkeeping

Maintain:

* Records and documents
+ Form 941, Employer’s Quarterly Federal Tax Returns

* Form 7200, Advance Payment of Employer Credits
Due to COVID-19

Communications & Liaison | Stakeholder Liaison April 10, 2020
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Resources

» Coronavirus Tax Relief | Internal Revenue Service

« COVID-19-Related Tax Credits for Required Paid
Leave Provided by Small and Midsize Businesses
FAQs

¢ http://www.irs.qgov/coronavirus

¢ https://home.treasury.gov/coronavirus

+ www.dol.gov/agencies

+ DOL Families First Coronavirus Response Act:
Questions and Answers

Communications & Liaison | Stakeholder Liaison April 10, 2020
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@ FAQs, Resources & Guidance

IR-2020-89, May 7, 2020

WASHINGTON — The Internal Revenue Service today reminds employers affected by COVID-19 about three important new
credits available to them.

Employee Retention Credit:

The employee retention credit is designed to encourage businesses to keep employees on their payroll. The refundable tax
creditis 50% of up to $10,000 in wages paid by an eligible employer whose business has been financially impacted by COVID-

19.
The credit is available to all employers regardless of size, including pt There are only two
State and local and their and small who take small b l

Qualifying employers must fall into one of two categories:

1. The employer's business is fully or partially suspended by government order due to COVID-19 during the calendar quarter.
2. The employer's gross receipts are below 50% of the comparable quarter in 2019. Once the employer's gross receipts go
above 80% of a comparable quarter in 2019, they no longer qualify after the end of that quarter.

Employers will calculate these measures each calendar quarter.

Paid Sick Leave Credit and Family Leave Credit:

The paid sick leave credit is designed to allow business to get a credit for an employee who is unable to work (including
telework) because of C or self or has C symptoms and is seeking a medical
diagnosis. Those employees are entitled to paid sick leave for up to 10 days (up to 80 hours) at the employee's regular rate of
pay up to $511 per day and $5,110 in total.

The employer can also receive the credit for employees who are unable to work due to caring for someone with Coronavirus or
caring for a child because the child's school or place of care is closed, or the paid childcare provider is unavailable due to the

29
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How will employers receive the credit?

Employers can be immediately reimbursed for the credit by reducing their required deposits of payroll taxes that have been
withheld from employees' wages by the amount of the credit.

Eligible employers will report their total qualified wages and the related health insurance costs for each quarter on their
quarterly employment tax returns or Form 841 beginning with the second quarter. If the employer's employment tax deposits
arenot sufficient to cover the credit, the employer may receive an advance payment from the IRS by submizting Form 7200,
Advance Payment of Employer Credits Due to COVID-18,

Eligible employers can also request an advance of the Employee Retention Credit by submitting Form 7200,

The IRS has also posted Employee Retention Credit FAQs and Paid Family Leave and Sick Leave FAQs that will help answer
questions.

Updates on thei f the Employee Retention Credit and other information can be found on the Coronavirus
page of IRS.gov.

Related Items:

+ F$-2020-05, New Employee Retention Credit helps employers keep employees on payroll

30
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F200 | Advance Payment of Employer Credits Due to COVID-19

o OMB No. 1545

font of the Treasury » Go to www.irs. fori i and the latest i

e

ot your trade name) Employer identification number (EI|
e (if any) Applicable calendar quarter (check or

(2) [T April, May, June
Strest, and apt. or sulte no. It a P.0. box, 566 Instructions. (@ [0 July, August, September

(@) [T October, November, Decen

wn, state, and ZIP code. If a foreign address, also complete spaces below. (Ses instructions.)

ountry name Forsign province/county Foreign postal code

Jrird-party payer file your smployment tax retum? (See instructions, f “Yes,” enter its name. Third-party payer's EIN (i applicable)

these credits that you expect to clal
feposits and request advanced cred|
Form 7200 Errors il st e e s

ed individuals.

Advance Payment of Employer Credit Due to
COVID-19

Is this a new business started on or after Jani

4]
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Double check for correct EIN

_— 7200 Advance Payment of Employer Credits Due to COVID-19
(March 2020) (OMB No. 1545-0029
Deparimant of the Trsssury »Goto instructions and

Name (not your vade name)

Employer identiication number (EIN)

“Trade name f any)

@] Aol My, Juna
Number, street, and apt.or site 1o,  P.0. box, sse instuctons. (8] July, August, September

|| October, Noverber,Decermoer
Gy ortoun, tae,and 21 cods.  a ook ac

Foreign country name

Iy [

Tip: File Form 7200 if you can't reduce your employment tax deposits to fully account for these credits that you expect to claim on
your employment tax retum for the applicable quarter. Don't reduce your employment tax deposits and request advanced credits for
the same expected credits. You will need to reconcle your advanced credits and reduced deposits on your employment tax return.
You can't request an advance payment of the credit for sick and family leave for self-employed individuals.

T bt Voo E:

Dossa +Yes," onter s name. Thic-party payer's EIN (f appicale)

32 Form7200 Errors | Stakeholder Liaison April 10, 2020
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Check “one” calendar quarter

rom 7200 | Advance Payment of Employer Credits Due to COVID-19

(aren 2020 oM No. 15450020
Dapartmant ot the Trasaur P Go to www.rs.gov/Form7200 for instructions and the latest information.

oibrma) Bovenus Sarves e

Nams (ot your trage rarme) T

Tracks name )

Aopicabis calondar aLaror (hock ono)

T A, My,

orsua o WA P )1 Juy. August, Ssptember

B & S s e

Forean country name. Foraign provinoa/couny. Foreign postal code.

Dose & i-party payar fla your smploymant tax etum? (S48 instuctions.) It Ve, sntar It nams. Inirg-party payer's LN ( appicais)

Tip: Filo Form 7200 if you can't reduce your employment tax deposits to fully account for these credits that you expect to claim on
your employment tax return for the applicable quarter. Don't reduce your employment tax deposits and request advanced credits for
the same expected credits. You will need to reconcile your advanced credits and reduced deposits on your employment tax return.
You can't request an advance payment of the credit for sick and family leave for self-employed individuals.
TN el Us About Your Employment Tax Return

A Gheck the box to indicate which employment tax return form you fils (or will il for 2020)

(1) [1941,941-PR, 0r941-SS  (2) L] 943 0r 943-PR_ (3) L] 944 or 944(SP)  (4) L1 CT-1

B Is this a new business started on or after January 1, 20207 > TiYes TINo
It “Yes,” skip line C unless you've already filed Form 941, Form 941-PR, or Form 941-SS for al least one
quarter of 2020.

33 Form 7200 Errors | Stakeholder Liaison April 10, 2020
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Check “one” box for Part 1, Line A
.. 7200

(Mareh

Department of the Treasury
Intémal Revans Servce

Advance Payment of Employer Credits Due to COVID-19

OMB No. 1545-0029

P Go to www.irs.gov/Form?7200 for instructions and the latest information.

Name (ot your trade name) Employer identification number (EIN)]
Trade name (f any) Applcable calendar quarter (check one)
(@[] Apri, May, June
Number, sirast, and apt. or sute no. I 2 P.0. box, see instructions. @ [ Juty, August, September
(@ [7] October, Novemier, Decomber
Gity or town, state, and ZIP code. Ifa f o
Forsign country name. Foreign province/county Foreign postal code.
Does a third-party payer il your employment tax retum? (Ses instructions) If “Yes,” enter its name. Third-party payer's EIN (f spplicable)

Tip: File Form 7200 if you can't reduce your employment tax deposits to fully account for these credits that you expect to claim on
your employment tax return for the applicable quarter. Don't reduce your employment tax deposits and request advanced credits for
the same expected credits. You will need to reconcile your advanced credits and reduced deposits on your employment tax retur.
You can't request an advance payment of the credit for sick and family leave for self-employed individuals.

‘Check the box

ite which employment tax return form you file (or will file for 2020):
(1) L] 941

r941-SS  (2) []9430r943-PR  (3) L] 944 or 924(SP)  (4) L] CT-1

g — — — — > TlYes T[lNo
If “Yes," skip line G unless you've already filed Form 941, Form 941-PR, or Form 941-SS for at least one
quarter of 2020.

€ Amount reported on line 2 of your most recently filed Form 941 (or wages reported on Schedule R (Form

34 Form 7200 Errors | Stakeholder Liaison April 10, 2020
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One choice: Yes or No

o 1200 Advance Payment of Employer Credits Due to COVID-19

OMB No. 15450020

Department ofthe Treasury »Go i fori fons and
ol Revenue Servioe
Name (ot your vade name) ‘ Employer identiication number (EIN]

N Tl Us About Your Empl Tax Retur
A Check the box to indicate which employment tax return fom yeu file (or willfile for 2020):
() L1941, 941-PR or941-5S () _ 9430r93PR  (3) L] 944 or 04SP (4L CTH

B Isthis anew business started on or after January 1, 2020? s
If “Yes," skip line C unless you've already fled Form 941, Fom 941-PR, or Form 941-88 for at lezs
quarter of 2020.

€ Amount reported on fine 2 of your most recently filed Form 841 (or wages reported on Schedule R (Form
941), column (¢}, by your third-party payer (sse instructions). If you file a different employment tax retum,
seeinstructions. . . . ... L. L @ k3 Tuwd s e -

D Enterthe total number of employees you have. See instructions . . . . . L >

35
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Part ll: Complete all lines

o 1200

Mareh 2020
Department of the Trassu
ovEmal s Sare

Advance Payment of Employer Credits Due to COVID-19

OME No. 16450020

»Goto and

Name (ot your trade name) o )

2] Enter Your Credits and Advance Requested

Total employee retention credit for the quarter. Ses instructions . . @ 5w 1

Total qualified sick leave wages eligible for the credit and paid this quarter. See instructions . . 2

Totel qualified family leave wages eligible for the credit and paid this quarter. See instructions . . 3

Addlines1.2,and3 . . . VYd rE@I@EE £ 4

Total amount by which you have already reduced your federal employment tax

deposits for thess credits forthis quarter . . . . . . . . .. .

Total advanced credits requested on previous filings of this form for this quarter | 6

AcdlitesBands . « & v v v e vi e va v e e e N

Advance requested. Subtract line 7 from line 4. If zero or less, don't fie this form s
T
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~ Dollar amounts needed

o 1200 | Ad Payment of Employer Credits Due to COVID-19
{March 2020) ‘OMB No. 1545-0029
Depur\mem o' me Trsssuw > Go to www.irs.gov/Form7200 for instructions and the latest information.

m Eter Your Credts and Advance Requested

1 Total employe retention credit for the quarter, See instructions , . . . . . . . i 0.00
2 Totd qualied ick eave wages efible forthe cedit and pad tis quarter. See insructions (| 2 | 0.00
3 Totd qualified family leave wages eiigible for the crecit and paid this quarter, See i .13 0.00
4 MdlnesT,2andd s i v v v v v d E S & EeE B e 4 0.00
5 Totdl amount by which you have already reduced your [edera\ employment tax
deposits for these credits for thisquarter . . . . . . . . .. ..
6 Total advanced credits requested on previous filings of this form for this quarter
T Addlines5and6 . i L7] 0.00
8 Advanoereques ed. Suthacl I\neHram Imed Nzeru orJess donlme msk:rm 000
57 Form 7200 Eor | Siakeholder Lisson C i
IRS
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Part Il: Check Line 5 Amount
wom 1200 | Advance Payment of Employer Credits Due to COVID-19
(Mren 2020, oMa No. 1545-0020
Depermencl e Tessury »cot and
Tarme 1ot your e reme) z =)
1] Enter Your Credits and Advance Requested, ., .,
Total employee retention credit for the quarter. See instructions . 1
Total qualfied sick leave wages eligible for the credit and paid this quarter. See |nstrucnon< F 2
Totel qualified family leave wages eligible for the credit and paid this quarter. See instructions . . 3
Addlines1.2,and 3 . ¥ b LB R i 4
Totel amount by which you have already veduced your 1ede(a| emplo yment tax
deposits for thess credits forthis quarter . . . . . . . ... .. |5
Total advanced credits requested on previous filings of this form for this quarter | 6
AddlinesSand6 . . . . RN |
Advance requested. Subtracl line 7 imm \me4 \fzemor ‘ess dontﬂem‘sfcrm
38 Form 7200 Errors | Siakeholder Liaison April 10, 2020
IRS
- 7200 Advance Payment of Employer Credits Due to COVID-19
March 2020) oM No. 1545.0028
Department of e Trasury » Go to wwwi instructi the latest informai
Neme (ot your e name Empioyer entiicaton number (£
X vt Your Credits and Advance Requested
1 Total employes retention credit for the quarter. See instructions . ¥ 1
2 Total qualified sick leave wages eligible for the crecit and paid this quarter. Seﬂmstrucﬂors . 2
3 Total qualified family leave wages eligible for the credit and paid this quarter. See instructions . 3
4 Addlines1,2.and 3 [ 4]
5 Total amount by which you have already veduced your lede’a\ emplomem tax
deposits for these credits for this quarter . . . . . E w B
6 Total advanced credits requested on previous filings of this form for this quarter _ 6
7 Addlines5and 6 % oW sE=s = 1
8 Advance requested. Sumraﬁ hnn 7 fmm \me4 Iizemor less, don't file this form ™. —. | B
T vt wnt to alls an amrlviaa o naid fav rranarar ar anathar narean b diceries this rahim with tha 1DQ) Qaa tha
39 Form 7200 Errors | Siakeholder Liaison April 10, 2020
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Don’t forget to sign!
wn 1200

(March 2020)
Department of the Treasury
nice

Ad Payment of Employer Credits Due to COVID-19

OMB No. 1545-0020

> Go to www.irs.gov/Form7200 for instructions and the latest information.

Name (not your trade name) Employer identi EN)

9/9/2020

R g B AL B 18 S s sy e | g )
Under penalles of priry, | dec ae bt | heve examined ths fom, inclucing any accompanying schedues end sazements, and o the best of my knailadge
\ and ballef, st corect, and compete. Dec aron of peepre (ofherthan taxoayen  based on al omaton of which oaarerhas any knowledge,
Slgﬂ Voursignatire Dele Printed frle
Here
Prirled neme Bastcaytime phone
— PrrtTuoe recarer's name Prenerer's sinatre Nate PN | s W
40 Form 7200 Errors | Stakeholder Lisison Aprl 10, 2020
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Resources

FAQs: Employee Retention Credit under the CARES Act

IR-2020-62, March 31, 2020 IRS: Employee Retention Credit
available for many businesses financially impacted by COVID-
19

Form 7200, Advance Payment of Employer Credits Due to
CovID-19

Relief from Penalty for Failure to Deposit Employment Taxes
Publication 5419

41 Employee Retention Credit | Stakeholder Liaison April 10,, 2020
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Employment Tax Deferral

» Defer deposit and payment of the employer’s
share of Social Security taxes without penalty.

» Payroll tax deferral period:
March 27, 2020 thru December 31, 2020.

Communications & Liaison | Stakeholder Liaison
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Who may defer employment tax
deposits?

» All employers
» Self Employed Individuals.

» PPP loan recipients

Communications & Liaison | Stakeholder Liaison
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Coordination with other credits

* Employee Retention Credit
» Paid Leave Credit

7/

Applicable dates for deposits

* December 31, 2021, 50 % of the deferred amount;

» December 31, 2022, 50% of the remaining amount.

Communications & Liaison | Stakeholder Liaison
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Thank You

Ley Mills
herbert.mills@irs.gov
(804) 916-3892
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