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Joshua Jenson, CPA aka “JJ THE CPA”
JJ has over 28 years of public accounting experience in the area of tax, specializing in LLC, partnership, S corporation, and related 
individual tax matters.  He still practices in the trenches in the CPA firm he founded over 24 years ago. 

JJ THE CPA has traveled to over 50 cities, presenting tax courses to thousands of fellow CPAs covering the latest tax laws and strategies.

JJ the CPA has over 77,000 SUBSCRIBERS and over 6.3 million views on his YouTube channel “JJ THE CPA,” and is heavily represented 
on social media, with daily postings, including daily videos released on everything dealing with money.  Search #JJTHECPA to find him ON 
ANY SOCIAL MEDIA PLATFORM.

JJ has authored 2 books available on Amazon, “JJ THE CPA HERE!” AND “CRACKING THE CPA CODE.”  THE FIRST BOOK reveals the 
top 60 questions from his clients, and his solutions, over his 28 years in practice covering issues related to banking, business structure, 
insurance, and taxes.  THE SECOND BOOK PROVIDES THE SECRET OF HOW TO GET REFERRALS FROM CPA’s.

Joshua Jenson is a licensed CPA in Oklahoma and Texas, and a member of the American Institute of CPAs and Oklahoma Society of CPAs.  

JJ served as the past Chairperson of the OSCPA Educational Foundation and was named CPA of the year by his CPA peers.  Joshua is a 
1993 graduate of Abilene Christian University where he earned is accounting degree. 

Joshua is also a licensed insurance professional specializing in life insurance, both permanent and term, as well as disability income 
insurance. He has own insurance practice, Jenson Insurance.
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DISCLAIMER OF THE OBVIOUS OF THIS WEBINAR, MATERIALS & DOCUMENTS PROVIDED
ANY INFORMATION IN THIS WEBINAR IS INTENDED FOR INFORMATIONAL PURPOSES ONLY

DISCLAIMER APPLICABLE TO ALL INFORMATION CONTAINED IN THIS WEBINAR, APPLICABLE TO ALL MATERIALS AND ANYTHING STATED.

I AM A CPA, BUT I AM NOT YOUR CPA UNLESS YOU'VE SIGNED A WRITTEN ENGAGEMENT LETTER WITH MY PRACTICE THAT I HAVE ALSO ACCEPTED
AND SIGNED, AND YOU HAVE PAID MY PRACTICE A FEE THAT HAS BEEN ACCEPTED AS A FEE FOR WRITTEN ENGAGED SERVICES. YOUR VIEW OF THIS
INFORMATION AND ANY INTERACTION WE MAY HAVE DOES NOT CONSTITUTE A PROFESSIONAL RELATIONSHIP IN ANY MANNER OR CAUSE ME TO BE
CONSIDERED YOUR CPA OR ANY TYPE OF ADVISER. YOU HAVE NOT RETAINED ME OR MY CPA FIRM’S SERVICES AND ANY FEE PAID ORIGINALLY IS
ONLY TO ATTEND THE WEBINARS AND RECEIVE THE APPLICABLE MATERIALS. YOU MUST CONSULT WITH YOUR OWN TAX ADVISER AND LEGAL
COUNSEL BEFORE YOU ACT. I AM SPECIFICALLY TELLING YOU, DO NOT RELY ON ANY ADVICE YOU BELIEVE I HAVE PROVIDED, BUT USE IT AS A GUIDE
ON HOW TO FOLLOW UP AND INTERACT WITH YOUR OWN QUALIFIED ADVISERS AS I AM SIMPLY PROVIDING INFORMATION TO POINT YOU IN A
DIRECTION THAT ONLY LEADS THEM TO SEEK ADVICE FROM THEIR QUALIFIED ADVISER(S) BEFORE IMPLEMENTING ANYTHING OR ACTING. ANY
INFORMATION IN THIS WEBINAR IS INTENDED FOR INFORMATIONAL PURPOSES ONLY AND MUST NEVER BE CONSIDERED A SUBSTITUTE FOR ADVICE
PROVIDED BY YOUR TAX ADVISER, ATTORNEY OR OTHER APPLICABLE ADVISERS AS THE INFORMATION IN THIS WEBINAR DOES NOT CONSTITUTE
ADVICE WHATSOEVER, WHETHER TAX, LEGAL, FINANCIAL OR OTHERWISE. UNDER NO CIRCUMSTANCES WILL I BE RESPONSIBLE FOR OR LIABLE IN
ANY WAY FOR ANY CONTENT, INCLUDING BUT NOT LIMITED TO, ANY ERRORS, ACCURACY, MISUNDERSTANDINGS OR OMISSIONS IN ANY CONTENT,
MATERIALS OR DOCUMENTS PROVIDED. THIS WEBINAR IS ONLY EFFECTIVE AS OF THE DATE LISTED BELOW, EVEN IF YOU ASSUMED A LATER DATE. I
WILL NOT BE ABLE TO INFORM YOU OF ANY CHANGES TO ANY OF THE INFORMATION AFTER THE DATE LISTED BELOW. I ACCEPT NO
RESPONSIBILITY TO DELETE, UPDATE, CHANGE OR OTHERWISE CORRECT ANY INFORMATION PROVIDED IN THIS WEBINAR, WHETHER, PAST, PRESENT
OR FUTURE, OR PROVIDE SUCH NOTICES OF THESE ACTIONS. THERE ARE NO REPRESENTATIONS OF ANY KIND CONCERNING THE ACCURACY OR
SUITABILITY OF THE INFORMATION CONTAINED IN THIS WEBINAR. THE IRS DICTATES THAT UNDER CIRCULAR 230 YOU CANNOT RELY ON THE
INFORMATION IN THE WEBINAR OR INCLUDED IN ANY MATERIALS, DOCUMENTS OR LINKS PROVIDED TO REDUCE DOWN YOUR PENALTIES. THIS IS
NOT ADVICE. THIS IS FOR INFORMATIONAL PURPOSES ONLY. I SHALL NOT BE LIABLE FOR ANY DIRECT, INCIDENTAL, SPECIAL, CONSEQUENTIAL,
INDIRECT, PUNITIVE, ANY LOSS OF PROFITS OR REVENUES, ASSESSMENT OR COST OF TAX, PENALTIES, INTEREST WHETHER INCURRED DIRECTLY OF
INDIRECTLY, AND ANY OTHER DAMAGES ARISING OUT OF ACCESS TO OR USE OF ANY INFORMATION AND CONTENT AVAILABLE ON THIS
WEBINAR OR LINKS, REGARDLESS OF YOUR UNDERSTANDING, SUITABILITY, THE ACCURACY OR COMPLETENESS OF ANY SUCH CONTENT. I
DISCLAIM ANY CONTROL OVER, RELATIONSHIP WITH, OR ENDORSEMENT OF VIEWS EXPRESSED BY ANYTHING PROVIDED BY A LINK, IT'S
ADVERTISERS AND/OR OTHER USERS, AS LINKED ARE PROVIDED ONLY AS A CONVENIENCE. AND I SHALL NOT BE RESPONSIBLE FOR ANYTHING
PROVIDED BY SUCH PERSONS OR ENTITIES IN OR BY ANY LINK.
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TO OBATIAN YOUR CPE TODAY, YOU MUST 
EMAIL THE “ATTENDANCE FORM” PROPERLY 

COMPLETED & SIGNED WITHIN 48 HOURS FROM 
WHEN THE SEMINAR ENDS WITH AT LEAST
70% OF THE WORDS PROVIDED TODAY

TO OBTAIN CPE CREDIT
HELP@JJTHECPACPE.COM

THE WORDS ARE DIFFERENT WITH EACH PRESENTATION.  IF YOU ARE RE-WATCHING THIS ON VIDEO, THE WORDS HAVE CHANGED AS 
PRESENTED IN FUTURE LIVE PRESENTATIONS.  CPE CAN ONLY BE OBTAINED BY LIVE ATTENDANCE.

HEARING THE WORDS ON A VIDEO RE-PLAY WILL NOT PROVIDE YOU ANY CPE CREDIT.  YOU WILL NOT GET THE VIDEO REPLAY UNTIL 
AFTER 48 HOURS FROM WHEN THE SEMINAR ENDS.  YOU MUST SUBMIT YOUR ATTENDANCE FORM WITHIN 48 HOURS.  THEREFORE, IT WILL 

NOT BE POSSIBLE TO GET WORDS OR USE WORDS FROM A VIDEO RE-PLAY (RE-WATCH) TO GET ANY CPE CREDT.

4 WORDS WILL BE VERBALLY SPOKEN
EACH CPE CREDIT HOUR

PLEASE NOTE



IF YOU ARE RE-WATCHING THIS SEMINAR ON VIDEO, 
YOU CAN IGNORE ANYTHING ABOUT EARNING CPE

12/10/2021
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THE WORDS ARE DIFFERENT WITH EACH PRESENTATION.  IF YOU ARE RE-
WATCHING THIS ON VIDEO, THE WORDS HAVE CHANGED AS PRESENTED IN FUTURE 

LIVE PRESENTATIONS.  CPE CAN ONLY BE OBTAINED BY LIVE ATTENDANCE.

HEARING THE WORDS ON A VIDEO RE-PLAY WILL NOT PROVIDE YOU ANY CPE 
CREDIT.  YOU WILL NOT GET THE VIDEO REPLAY UNTIL AFTER 48 HOURS FROM 

WHEN THE SEMINAR ENDS.  YOU MUST SUBMIT YOUR ATTENDANCE FORM WITHIN 
48 HOURS.  THEREFORE IT WILL NOT BE POSSIBLE TO GET WORDS OR USEWORDS 

FROM A VIDEO RE-PLAY (RE-WATCH) TO GET ANY CPE CREDT.
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ATTENDANCE FORM
SUBMISSION WITHIN 48 HOURS IS REQUIRED TO 

OBTAIN CPE
Email to help@jjthecpacpe.com

This form proves you attended the course during the live 
presentation

YOU MUST ATTEND DURING THE LIVE 
PRESENTATION

AND SUBMIT BY EMAIL THIS REQUIRED 
"ATTENDANCE FORM"

WITHIN 48 HOURS TO RECEIVE CPE CREDIT.
YOU WILL NOT RECEIVE CPE CREDIT WITHOUT 

SUBMITTING THIS FORM

AS SEEN ON THE WEBPAGE

JOSHUA JENSON
EMPLOYEE RETENTION TAX CREDIT

11/22/2021
3

WORD WORD              WORD
WORD WORD              WORD
WORD               WORD              WORD
WORD               WORD              WORD
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IF YOU ARE NOT WANTING TO EARN CPE 
CREDIT, YOU DO NOT HAVE TO WRITE 

DOWN THE WORDS, OR EMAIL THE 
ATTENDANCE FORM.

THANK YOU!

12/10/2021
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Overview
This will cover the latest developments of the ERTC as well as 
provide a guide to how to determine when an employer qualifies, 
what wages are included in the credit, step-by-step how to 
calculate the ERTC, how to go back to claim the ERTC, overview 
of the cap 3 IRS Tax Notices & IRS Rev. Proc. released this year 
on the ERTC, aggregation rules, maximizing 100% PPP Loan 
Forgiveness with ERTC, related tax forms and properly reporting 
ERTC for tax purposes, as well as the timing of reporting.
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Major Topics

•Latest developments of the ERTC 
•Overview how to determine when an employer qualifies
•Cover which wages are included in the credit
•Step-by-step how to calculate the ERTC
•How to go back to claim the ERTC
•Go over 3 IRS Tax Notices & IRS Rev. Proc. released this year on the ERTC
•Overview of the ERTC aggregation rules
•How to maximize PPP Loan Forgiveness with ERTC
•Present related tax forms 
•How to properly reporting ERTC for tax purposes, as well as the timing of 
reporting.
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Learning Objectives
•Learn how to identify an employer that qualifies for ERTC.
•Learn how to calculate ERTC.
•Learn how to report ERTC.
•Learn how to get the economic benefit of ERTC.
•Learn what tax laws have changed with these topics

•Learn to better understand recent tax law changes of these topics and how 
they may apply to you or your clients circumstances

•Learn more about these topics to better serve your clients with expanded and 
up-to-date information

•Learn of the effective dates of law changes
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Infrastructure Bill 
became law 
11/15/2021

• This ends the ERTC 
effective 9/30/2021

• ERTC is no longer 
available for 4th quarter 
2021 (Exception 
discussed later)

• ERTC still available for 
qualified wages & 
employer paid health 
insurance paid 3/13/2020-
9/30/2021





EMPLOYEE RETENTION TAX CREDIT (ERTC)
EXECUTIVE SUMMARY

◦ TWO WAYS TO QUALIFY (EITHER/OR) BOTH NOT REQUIRED

◦ GOVERNMENT PARTIAL OR FULL SUSPENSION OF OPERATIONS LIMITING 
COMMERCE, TRAVEL, OR GROUP MEETINGS

◦ OR
◦ A SPECIFIC DECLINE IN GROSS RECEIPTS FOR THE QUARTER

◦ IF BY REDUCTION IN GROSS RECEIPTS

◦ 50% DECREASE IN GROSS RECEIPTS FOR 2020

◦ 2020 QUARTER COMPARED TO CORRESPONDING QUARTER IN 2019

◦ 20% DECREASE IN GROSS RECEIPTS FOR 2021

◦ 2021 QUARTER COMPARED TO CORRESPONDING QUARTER IN 2019
◦ OPTION TO COMPARE TO PRECEDING QUARTER (IRS HAS TO ISSUE GUIDANCE)

◦ CLAIMING & RECEIVING THE ERTC 

◦ REPORT & FILE FORM 941 
◦ NOW ONLY FOR “RECOVERY START UP” ENTITIES
◦ EITHER CLAIMING A CREDIT CARRYOVER OR REFUND

◦ IF DID NOT CLAIM ON FORM 941, FILE FORM 941-X
◦ REGARDLESS OF METHOD TO RECEIVE THE BENEFIT OF THE PAYROLL 

TAX CREDIT, THE QUALIFIED WAGES & INFO MUST BE REPORTED ON 
FORM 941 (OR FORM 941-X IF NOT ON ORIGINAL FORM 941)

◦ CAN TAKE IF RECEIVED PPP
◦ RETROACTIVE BACK TO 3/13/2020
◦ WAGES USED FOR ERTC CANNOT BE USED FOR PPP FORGIVENESS
◦ WAGES USED ALREADY FOR PPP FORGIVENESS CURRENTLY CAN’T BE USED FOR 

ERTC PURPOSES

◦ CREDIT 50% OF QUALIFIED $10,000 WAGES FOR 2020

◦ CREDIT 70% OF QUALIFIED $10,000 WAGES FOR 2021 EXTENDED TO 9/30/2021 (NEW 
LAW)

◦ $10,000 MAX WAGES PER CALENDAR YEAR 2020
◦ MAX $5,000 PAYROLL TAX CREDIT PER EMPLOYEE FOR ALL 2020

◦ $10,000 MAX WAGES PER QUARTER FOR 1st, 2nd & 3RD QUARTERS 2021
◦ MAX $7,000 PAYROLL TAX CREDIT PER EMPLOYEE PER QUARTER

◦ MAX $21,000 PER EMPLOYEE FOR 2021 (NEW LAW EFFECTIVE 11/15/21)
◦ “RECOVERY START UP” BUSINESS STILL QUALIFIES FOR 4th QUARTER

◦ INCLUDES HEALTH INSURANCE PAID BY THE EMPLOYER FOR APPLICABLE PAYROLL 

◦ EMPLOYER SIZE DEPENDENT ON AVERAGE NUMBER OF EMPLOYEES
◦ BOTH 2020 AND 2021, THE AVERAGE NUMBER OF EMPLOYEES BASED ON 2019
◦ THE THRESHOLD FOR 2020 IS 100 EMPLOYEES
◦ THE THRESHOLD FOR 2021 IS 500 EMPLOYEES
◦ THE THRESHOLD AND BELOW, ALL WAGES QUALIFY IF EMPLOYER QUALIFIES FOR 

ERTC (EXCEPTIONS EXIST)
◦ ABOVE THE THRESHOLD, ONLY WAGES PAID TO EMPLOYEES THAT DIDN’T 

PROVIDE SERVICES QUALIFY FOR AN EMPLOYER WHO QUALIFIES FOR ERTC  
(EXCEPTIONS DO EXIST)

◦ NOT LIMITED TO EMPLOYER SOCIAL SECURITY TAXES & REFUNDABLE

◦ NOT AVAILABLE FOR MORE THAN 50% OWNERS OR SPOUSES, RELATED INDIVIDUALS 
IN MOST EVERY CIRCUMSTANCE OR SELF-EMPLOYED on SELF-EMPLOYED INCOME

12/10/2021www.JJtheCPA.com DO NOT ACT WITHOUT YOUR ADVISER'S ADVICE & RECOMMENDATION [ALL INFORMATIONAL PURPOSES ONLY] SEE DISCLAIMER ON PAGE 3.  THANKS! 19



SIMPLE, RIGHT?

THE EMPLOYEE RETENTION TAX CREDIT IS

◦ QUALIFED WAGES 
◦ PLUS EMPLOYER PAID HEALTH INSURANCE

◦ DURING QUALIFIED PERIOD

◦ MULTIPLIED BY
◦ 70% in 2021
◦ 50% in 2020

◦ GET MONEY FROM IRS

12/10/2021www.JJtheCPA.com DO NOT ACT WITHOUT YOUR ADVISER'S ADVICE & RECOMMENDATION [ALL INFORMATIONAL PURPOSES ONLY] SEE DISCLAIMER ON PAGE 3.  THANKS! 20



THE Mechanics 
of the ERTC

7 
STEPS
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THE MECHANICS OF ERTC 

STEP 1 DO YOU QUALIFY?  
WHAT TIME PERIOD QUALIFIES?

◦ DETERMINE IF EMPLOYER QUALIFIES AS A BUSINESS

◦ DETERMINE IF EMPLOYER HAS/HAD FULL OR PARTIAL 
SUSPENSION OF OPERATIONS

◦ DETERMINE THE DATES THIS APPLIES TO WHICH IS 
ONLY DURING THE GOVERNMENTAL INTERRUPTION

◦ OR

◦ DETERMINE IF EMPLOYER HAS/HAD DECLINE IN GROSS 
RECEIPTS

◦ DETERMINE THE QUARTER(S) THIS APPLIES TO, WHICH 
IS FOR THE FULL QUARTER OF THE GROSS RECEIPTS 
REDUCTION
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THE MECHANICS OF ERTC 

STEP 2 WHAT EMPLOYEES ARE INCLUDED, 
BASED ON YEAR?

◦ DETERMINE WHICH YEAR:  
◦ 2020 OR 2021

◦ NUMBER OF EMPLOYEES

◦ 2020 -100 or LESS EMPLOYEES?
◦ 2021 – 500 or LESS EMPLOYEES?

◦ ALL EMPLOYEES

◦ 2020 - OVER 100 EMPLOYEES?
◦ 2021 – OVER 500 EMPLOYEES?

◦ ALL EMPLOYEES THAT DID NOT WORK
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THE MECHANICS OF ERTC 

STEP 3 WHAT WAGES ARE INCLUDED, 
BASED ON YEAR?

• WAGES EXCLUDE:
• WAGES USED FOR OTHER TAX CREDITS AND PPP FORGIVENESS
• WAGES EXEMPT FROM SOCIAL SECURITY & MEDICARE TAXES 
• WAGES TO EMPLOYEES RELATED TO THE EMPLOYER (MORE THAN 

50% OWNERSHIP, FAMILY ATTRIBUTION RULES APPLY)

◦ NUMBER OF EMPLOYEES
◦ 2020 -100 or LESS EMPLOYEES?
◦ 2021 – 500 or LESS EMPLOYEES?

◦ ALL WAGES & EMPLOYER PAID HEALTH INSURANCE 
INCLUDED, REGARDLESS IF THE EMPLOYEE WORKED OR 
NOT

◦ INCLUDES HOURLY, NON-EXEMPT SALARIED & EXEMPT 
SALARIED EMPLOYEES, AS WELL AS PRE-EXISTING 
VACATION SICK & OTHER LEAVE POLICY PAID WAGES

◦ 2020 - OVER 100 EMPLOYEES?
◦ 2021 – OVER 500 EMPLOYEES?

◦ ONLY WAGES & EMPLOYER PAID HEALTH INSURANCE PAID 
TO EMPLOYEES THAT DID NOT WORK ARE INCLUDED

◦ EXCLUDES RAISES, AS WELL AS PRE-EXISTING VACATION 
SICK & OTHER LEAVE POLICY 

◦ ONLY INCLUDES WAGES EQUIVALENT TO 30 DAYS PRIOR, 

12/10/2021www.JJtheCPA.com DO NOT ACT WITHOUT YOUR ADVISER'S ADVICE & RECOMMENDATION [ALL INFORMATIONAL PURPOSES ONLY] SEE DISCLAIMER ON PAGE 3.  THANKS! 24



THE MECHANICS OF ERTC 

STEP 4 DETERMINE THE MAXIMUM WAGES INCLUDED, 
BASED ON YEAR?

◦ COMBINING QUALIFIED WAGES & EMPLOYER PAID 
HEALTH INSURANCE TO DETERMINE THE $10,000 

◦ $10,000 MAX PER EMPLOYEE

◦ 2020 
◦ $10,000 MAX FOR THE ENTIRE YEAR OF 2020, PER 

EMPLOYEE
◦ 2021 

◦ $10,000 MAX FOR EACH QUARTER IN 2021, PER 
EMPLOYEE

◦ $10,000 FOR QUARTER 1
◦ $10,000 FOR QUARTER 2
◦ $10,000 FOR QUARTER 3
◦ $10,000 FOR QUARTER 4
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THE MECHANICS OF ERTC 

STEP 5 DETERMINE THE APPLICABLE CREDIT PERCENTAGE, 
BASED ON YEAR?

◦ 2020 
◦ 50%

◦ 2021 
◦ 70%
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THE MECHANICS OF ERTC 
THE EMPLOYEE RETENTION TAX CREDIT 
CALCULATION

◦ QUALIFED WAGES 
◦ PLUS EMPLOYER PAID HEALTH INSURANCE

◦ DURING QUALIFIED PERIOD

◦ MULTIPLIED BY
◦ 70% in 2021
◦ 50% in 2020

◦ EQUALS THE ERTC AMOUNT

12/10/2021www.JJtheCPA.com DO NOT ACT WITHOUT YOUR ADVISER'S ADVICE & RECOMMENDATION [ALL INFORMATIONAL PURPOSES ONLY] SEE DISCLAIMER ON PAGE 3.  THANKS! 27
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THE MECHANICS OF ERTC 

STEP 7 GET THE CREDIT, i.e. THE MONEY

FILE FOR 941-X 

• REQUEST “CLAIM” FOR REFUND 

OR 

• CREDIT APPLIED TO NEXT RETURN (IF DID NOT 
DO ANY OF THE ABOVE)
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LET’S MAKE
THE COMPLICATED,

SIMPLE.
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SUMARY OF THE EXECUTIVE SUMMARY:  THE EMPLOYEE RETENTION TAX CREDIT IS
◦ QUALIFED WAGES 
◦ PLUS EMPLOYER PAID HEALTH INSURANCE
◦ $10,000 MAX PER EMPLOYEE WHEN ADDING BOTH TOGETHER

◦ DURING QUALIFIED PERIOD
◦ DURING GOVERNMENTAL ORDER 
◦ OR

◦ ENTIRE QUARTER, WHEN GROSS RECEIPTS DOWN COMPARED TO 2019
◦ 20% IN 2021
◦ 50% IN 2020

◦ MULTIPLIED BY
◦ 70% in EACH QUARTER in 2021 (NOW ONLY QUARTERS 1, 2 & 3)
◦ 50% for ENTIRE YEAR in 2020

◦ GET MONEY FROM IRS
◦ File Form 941 for refund or applied credit (reporting ERTC regardless) and/or
◦ File Form 941x for refund or applied credit (if did not do the above)
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LET’S TAKE A MOMENT

AND 

REMOVE THE

MAZE OF

THINKING
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1ST, 2ND & 3RD QUARTERS



OVERALL
COMPARISON

OF THE 
ERTC

2020
vs.

2021
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ERTC
MAJOR DIFFERENCES FROM 2020 TO 2021
2020

◦ WAGES INCURRED AFTER 3/12/2020

◦ $10,000 MAX PER EMPLOYEE FOR ALL YEAR

◦ 50% CREDIT

◦ OVER 100 EMPLOYEES: ONLY INCLUDES EMPLOYEES WHO 
DID NOT PROVIDE SERVICES

◦ GROSS RECEIPTS DOWN AT LEAST 50%
◦ IF QUALIFY ON GROSS RECEIPTS BEING DOWN
◦ THE QUARTER IMMEDIATELY AFTER THE QUARTER IN 

WHICH GROSS RECEIPTS WERE DOWN… ALSO 
QUALIFIES AUTOMATICALLY

◦ THIS 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

2021

◦ WAGES INCURRED 1ST, 2ND & 3RD QUARTERS

◦ $10,000 MAX PER EMPLOYEE PER QUARTER

◦ 70% CREDIT

◦ OVER 500 EMPLOYEES: ONLY INCLUDES EMPLOYEES WHO DID 
NOT PROVIDE SERVICES (See exception in IRS Notice 2021-49)

◦ GROSS RECEIPTS DOWN AT LEAST 20%
◦ IF QUALIFY ON GROSS RECEIPTS BEING DOWN
◦ EACH QUARTER IS A STAND ALONE COMPARISON

◦ ALTERNATIVE METHOD APPLIES:  THE IMMEDIATELY PRECEEDING 
QUARTER CAN BE COMPARED THE CORRELATED QUARTER OF 
THE IMMEDIATELY PRECEDING QUARTER

12/10/2021www.JJtheCPA.com DO NOT ACT WITHOUT YOUR ADVISER'S ADVICE & RECOMMENDATION [ALL INFORMATIONAL PURPOSES ONLY] SEE DISCLAIMER ON PAGE 3.  THANKS!
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ERTC
SAME FOR 2020 & 2021

2020

◦ ON WAGES & EMPLOYER PAID HEALTH INSURANCE

◦ $10,000 MAX PER EMPLOYEE FOR QUALIFYING PERIOD

◦ MUST REPORT ON FORM 941

◦ WAGES INCLUDED ARE BASED ON WHEN INCURRED

◦ DEFINITION OF GROSS RECEIPTS

◦ GROSS RECEIPTS ARE COMPARED TO 2019

◦ NUMER OF EMPLOYEES BASED ON AVERAGE NUMBER 
OF EMPLOYEES IN 2019

2021

◦ ON WAGES & EMPLOYER PAID HEALTH INSURANCE 

◦ $10,000 MAX PER EMPLOYEE FOR QUALIFYING PERIOD

◦ MUST REPORT ON FORM 941

◦ WAGES INCLUDED ARE BASED ON WHEN INCURRED

◦ DEFINITION OF GROSS RECEIPTS

◦ GROSS RECEIPTS ARE COMPARED TO 2019

◦ NUMER OF EMPLOYEES BASED ON AVERAGE NUMBER 
OF EMPLOYEES IN 2019
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LET’S KNOCK OUT 

SOME BIGGIES

FIRST
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THE BIG ERTC QUESTIONS!
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Is the Employee Retention Tax Credit (ERTC) taxable?  YES

Do you report ERTC as income?  NO

Does ERTC reduce tax deductions?  YES, it reduces deductible wages.  (Increases taxable net income.)

When does the ERTC reduce down tax deductions?  In the year the credit applied to (based on when wages deducted).

If I get the ERTC “credit” in 2021 that was an ERTC for year 2020, what year do I reduce wages?  2020

What if I haven’t received the ERTC “credit” yet, but it was for year 2020, what year do I reduce wages?  2020

Is this the same for self-employed individuals?  NO, self-employed don’t qualify for ERTC on their earnings. 

Can a self-employed individual get the ERTC?  YES, but only on their employees qualifying wages.

Does a more than 50% owner qualify for ERTC on their wages?  NO, unless under IRS Code Section 267(c) 

Does the spouse of a more than 50% owner qualify for ERTC on their wages?  NO, unless under IRS Code Section 267(c) 
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BIGGEST CONCERN IN GETTING ERTC
IN WHICH FORM 941 HAS ALREADY BEEN FILED?

HOW LONG DO I HAVE TO GO BACK AND GET MY MONEY (“CREDIT”)?

WHAT?
IF YOU DIDN’T PREVIOUSLY CLAIM THE ERTC,
YOU HAVE 3 YEARS FROM THE DATE THE ORIGINAL FORM 941 
WAS FILED FOR THAT QUARTER
OR
2 YEARS FROM DATE YOU PAID THE TAX REPORTED ON FORM 941,
WHICHEVER IS LATER.

FORM 941 FOR ANY CALENDAR QUARTER IS DUE BY THE END OF THE FOLLOWING MONTH
1ST QUARTER – JAN, FEB, MARCH – FORM 941 DUE APRIL 30TH

2ND QUARTER – APRIL, MAY, JUNE – FORM 941 DUE JULY 31ST

3RD QUARTER – JULY, AUG, SEPT – FORM 941 DUE OCTOBER 31ST

4TH QUARTER – OCT, NOV, DEC – FORM 941 DUE JANUARY 31ST



FILING FORM 941-X

“ADJUSTED EMPLOYMENT TAX RETURN”
TO CARRY CREDIT FORWARD
NOTE: IRS REQUESTS THIS BE DONE WITHIN 30 DAYS BEFORE THE END OF THE 
QUARTER YOU WISH TO APPLY THE CREDIT TO (TIME TO APPLY THE CREDIT)

OR

“CLAIM” TO GET REFUND SENT (SLOW)
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BIGGEST THING TO REMEMBER
FROM TODAY

12/10/2021

IF YOU ARE FILING FORM 941-X 

AND YOU HAVE A REFUND/CREDIT

IT IS RECOMMENDED UNDER CURRENT CONDITIONS

REQUEST CARRYOVER CREDIT (NOT REFUND)

TO REDUCE THE NEXT QUARTER’S PAYROLL TAXES
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WHAT’S MISSED MOST WITH ERTC?

12/10/2021

THE $10,000 MAXIMUM IS WAGES PLUS EMPLOYER PAID HEALTH INSURANCE
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WHAT’S THE MOST LOST IN TRANSLATION
WITH ERTC IN 2021?

THAT YOU COMPARE THE QUARTERS IN 2021, TO THE CORRELATING QUARTER IN 2019



WHAT’S MOST MISUNDERSTOOD
WITH ERTC?

12/10/2021

1. ESSENTIAL BUSINESSES CAN’T QUALIFY FOR ERTC. WRONG! ESSENTIAL BUSINESSES CAN QUALIFY.

2. YOU DO NOT HAVE TO HAVE A GOVERNMENTAL ORDER AND HAVE A REDUCTION IN GROSS 
RECEIPTS.  IT IS EITHER/OR.  ONLY ONE HAS TO OCCUR.

3. IF QUALIFYING FOR ERTC DUE TO GOVERNMENTAL ODER, THE QUALIFYING PERIOD IS ONLY FOR THE 
PERIOD IN WHICH THE GOVERNMENTAL ORDER IS IN EFFECT.  THIS DOES MAKE THE ENTIRE QUARTER 
QUALIFY.  REMEMBER, THE GOVERNEMENTAL ORDER CAN LAST LONGER THAN A QUARTER.  IN 
SHORT, THIS QUALIFIER IS NOT BASED ON A CALENDAR QUARTER, IT IS BASED ON THE PERIOD OF 
TIME A GOVERNMENTAL ORDER IS IN EFFECT.

4. QUALIFYING WAGES INCLUDED ESSENTIAL AND NON-ESSENTIAL EMPLOYEES.
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QUALIFIED BUSINESS INCOME DEDUCTION
“QBI WAGES” WITH ERTC PRESENT

◦ IF A BUSINESS RECEIVES THE EMPLOYEE RETENTION TAX CREDIT
◦ IT REDUCES DOWN WAGES

◦ TYPICALLY THE TAX SOFTWARE PULLS “QBI WAGES” FROM THE AMOUNT OF WAGES 
DEDUCTED ON THE TAX RETURN
◦ THE ERTC WOULD REDUCE THAT AMOUNT SHOWN ON PAGE 1 (WHAT IS ENTERED)

◦ HOWEVER, “QBI WAGES” ARE BASED ON WHAT IS REPORTED ON FORM W-2
◦ THEREFORE, BE SURE TO “QBI WAGES” REPORTED ARE NOT NET OF ERTC

12/10/2021www.JJtheCPA.com DO NOT ACT WITHOUT YOUR ADVISER'S ADVICE & RECOMMENDATION [ALL INFORMATIONAL PURPOSES ONLY] SEE DISCLAIMER ON PAGE 3.  THANKS! 48



MOST

COMMON

QUESTIONS

ONCE YOU

GET INTO

THE

NUMBERS
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COMMON ERTC QUESTIONS
◦ ARE ERTC WAGES BASED ON WHEN PAID OR INCURRED?
◦ INCURRED.  THE WAGES HAVE TO BE INCURRED DURING THE QUALIFYING PERIOD

◦ IF WAGES ARE INCURRED IN QUARTER 4 of 2020, BUT PAID IN QUARTER 1 of 2021, WHICH ERTC 
RULES DO THEY FOLLOW?
◦ THE 2020 RULES BECAUSE THAT IS WHEN THE WAGES WERE INCURRED

◦ WHEN FILING FORM 941x FOR A PARTICULAR QUARTER, DO WAGES INCURRED IN A PRIOR 
QUARTER THAT QUALIFY FOR ERTC GET INCLUDED IN THE PRIOR QUARTER WHEN THEY WERE 
INCURRED, OR IN THE QUARTER IN WHICH THEY WERE PAID?
◦ BECAUSE FORM 941x IS BASED ON WHEN WAGES ARE PAID (NOT INCURRED), THE ERTC 

“CREDIT” WOULD BE INCLUDED IN THE QUARTER PAID

◦ IF QUARTER 2 for 2021 DOES NOT QUALIFY FOR ERTC, BUT QUARTER 1 for 2021 DOES, WHAT 
QUARTER WOULD THE ERTC BE REPORTED ON FOR FORM 941x PURPOSES… IF THE WAGES 
INCURRED IN QUARTER 1 AND WERE PAID IN QUARTER 2.
◦ ON THE QUARTER 2 FORM 941x.  FORM 941x DOES NOT DETERMINE OR REPORT IF THAT IS A 

QUALIFYING QUARTER FOR ERTC PURPOSES.  WHAT FORM 941 REPORTS ARE WAGES PAID THAT 
QUALIFIED FOR ERTC
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COMMON ERTC QUESTIONS
◦ ON FORM 941x THE ERTC “CREDIT” IS BROKEN INTO NON-REFUNDABLE AND REFUNDABLE, SO 

WOULDN’T QUALIFYING WAGES INCURRED IN A PRIOR QUARTEER, PAID IN THE FOLLOWING 
QUARTER MESS THAT UP?
◦ NO. BECAUSE THE NON-REFUNDABLE AND REFUNDABLE PORTION OF THE ERTC “CREDIT” IS 

BASED ON EMPLOYER’S PORTION OF SOCIAL SECURITY TAXES, WHICH IS BASED ON WHEN 
WAGES ARE PAID, NOT INCURRED. THEREFORE, REPORTING THE ERTC “CREDIT” WHEN 
QUALIFYING WAGES ARE PAID CORRECTLY LINES UP SUCH TAXES WITH WHEN WAGES ARE PAID

◦ WHAT IF QUALIFYING WAGES WERE INCURRED IN 2020 BUT PAID IN 2021, WHERE IS THIS REPORTED 
ON FORM 941x?
◦ IF THE WAGES QUALIFY FOR ERTC, THE CREDIT IS REPORTED ON FORM 941x WHEN PAID.  FORM 

941x IS NOT LINING UP THE ERTC “CREDIT” TO THE QUARTER IN WHICH THE EMPLOYER QUALIFIES.  
FORM 941x IS SIMPLY REPORTING WAGES PAID.  THEREFORE, ANY CREDITS FOLLOW WHEN 
WAGES ARE PAID.
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COMMON ERTC QUESTIONS
◦ WHAT IF QUALIFYING WAGES WERE INCURRED IN 2020 BUT PAID IN 2021, WHICH YEAR RECEIVES 

THE INCOME TAX ADJUSTMENT?
◦ IF THE WAGES QUALIFY FOR ERTC IN 2020, THE REDUCTION IN THE WAGES TAX DEDUCTIONS IS 

APPLIED TO YEAR 2020.  THIS APPEARS TO BE THE CASE, EVEN IF THE WAGES INCURRED IN 2020 
WERE PAID IN 2021 BECAUSE THE QUALIFYING WAGES WERE INCURRED IN 2020  (PER IRS NOTICE 
2021-49)

◦ IF FILING FORM 941x FOR 2020, SHOULD EACH QUARTER BE AMENDED, OR CAN ALL OF IT BE 
REPORTED IN QUARTER 4 OF 2020?
◦ IT APPEARS IT WAS POSSIBLE IN JANUARY 2021 TO REPORT A FULL YEAR’S WORTH OF 2020 ERTC 

“CREDIT” ON QUARTER 4 FORM 941 FOR 2020, PER THE LAW ENACTED 12/27/2020.  HOWEVER, 
SINCE WE ARE PAST THAT TIME, YOU WOULD AMEND EACH QUARTER FOR THE APPLICABLE ERTC 
IN 2020, BASED ON WHEN SUCH WAGES WERE PAID.  NOTE:  ANY ERTC FOR 1ST QUARTER 2020 
CAN ONLY BE REPORTED ON 2ND QUARTER FORM 941x (PER LATEST IRS FORM 941x 
INSTRUCTIONS)
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REPORTING ERTC TAX CREDITS
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BIGGEST SHOCK RELATED TO ERTC?
• Timing of qualified wages deduction disallowance as provided in IRS Notice 2021-49 (pages 24-25)

• Defines when the employer must take the reduction in wages for tax purposes
• The tax year in which the qualified wages were paid or incurred is the tax year that wages 

must be reduced
• If the wages were paid or incurred in 2020, the reduction of wages is reported on the 2020 

tax return
• Same for 2021

• Amending a payroll tax filing does not change the timing (year) of the reduction
• Form 941x is filed in 2021 for any quarter in 2020

• The tax credit is refunded in 2021 or applied to a future quarter in 2021
• The reduction in wages is applied to tax year 2020

• What if the employer already filed an income tax return for 2020
• IRS recommends the employer file an amended income tax return for 2020

• OR an Administrative Adjustment Request (AAR)
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WHEN TO REPORT COVID TAX CREDITS
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AS CITED IN IRS NOITCE 2021-49:  SECTION 2301(E) GENERALLY PROVIDES, IN RELEVANT PART, THAT 
RULES SIMILAR TO THE RULES OF SECTION 280C(A) OF THE CODE SHALL APPLY. SECTION 280C(A) 
REQUIRES TRACING TO THE SPECIFIC WAGES GENERATING THE APPLICABLE CREDIT. SEE, GENERALLY, 
TREAS. REG. § 1.280C-1. TO SATISFY THIS TRACING REQUIREMENT, THE TAXPAYER MUST FILE AN 
AMENDED RETURN OR AAR, AS APPLICABLE

PER IRS NOTICE 2021-49 SPECIFICALLY STATES THE CREDIT IS TO BE RELFECTED ON THE TAX
RETURN IN WHICH THE WAGES WERE DEDUCTED THAT RECEIVED THE TAX CREDIT.

EMPLOYEE RETENTION TAX CREDITS
IN YEAR WAGES WERE DEDUCTED, REGARDLESS OF WHEN THE CREDIT WAS RECEIVED
OR FILED FOR

FYI:
FAMILY & SICK LEAVE TAX CREDITS

IN YEAR WAGES WERE DEDUCTED, REGARDLESS OF WHEN THE CREDIT WAS RECEIVED
OR FILED FOR
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WHERE TO REPORT COVID TAX CREDITS
FOR BOTH TAX CREDITS

PER IRS INSTRUCTIONS FOR 
SCHEDULE C or F
FORMS 1120-S, 1065 & 1120

SPECIFICALLY SEE THE INSTRUCTIONS REGARDING THE DEDUCTION OF “TAXES”
APPLIES TO BOTH REFUNDABLE AND NONREFUNDABLE PORTIONS OF THE CREDIT

EMPLOYEE RETENTION TAX CREDITS
REPORTED AS A REDUCTION OF WAGES

FYI:
FAMILY & SICK LEAVE TAX CREDITS

REPORTED AS “OTHER INCOME” 



WHEN DO WAGES TO

BUSINESS OWNERS

&

THEIR SPOUSES

QUALIFY FOR

ERTC?
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IRC SECTION 267(c)
(c)CONSTRUCTIVE OWNERSHIP OF STOCK

For purposes of determining, in applying subsection (b), the ownership of stock—

(1)Stock owned, directly or indirectly, by or for a corporation, partnership, estate, or trust shall be 
considered as being owned proportionately by or for its shareholders, partners, or beneficiaries;

(2)An individual shall be considered as owning the stock owned, directly or indirectly, by or for his family;

(3)An individual owning (otherwise than by the application of paragraph (2)) any stock in a corporation 
shall be considered as owning the stock owned, directly or indirectly, by or for his partner;

(4)The family of an individual shall include only his brothers and sisters (whether by the whole or half 
blood), spouse, ancestors, and lineal descendants; and

(5)Stock constructively owned by a person by reason of the application of paragraph (1) shall, for the 
purpose of applying paragraph (1), (2), or (3), be treated as actually owned by such person, but stock 
constructively owned by an individual by reason of the application of paragraph (2) or (3) shall not be 
treated as owned by him for the purpose of again applying either of such paragraphs in order to make 
another the constructive owner of such stock.
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BIGGEST QUESTIONS WITH BUSINESS OWNER’S & SPOUSES WAGES 
QUALIFYING FOR ERTC?

12/10/2021

DO OWNER’S WAGES QUALIFY FOR ERTC?
YES, IF 50% OR LESS OWNER IN THE BUSINESS 
(CONSTRUCTIVE OWNERSHIP RULES APPLY UNDER IRC SECTION 267c)

DO SPOUSES WAGES QUALIFY FOR ERTC?
YES, IF UNDER IRC SECTION 267c, 
THERE IS 50% OR LESS CONSTRUCTIVE OWNERSHIP IN THE BUSINESS

DO RELATIVE’S WAGES QUALIFY FOR ERTC?
YES, IF UNDER IRC SECTION 267c, 
THERE IS 50% OR LESS OWNERSHIP IN THE BUSINESS

DOES A 100% OWNER’S WAGES AND SPOUSE QUALIFY FOR ERTC?  
NO.  THIS IS A MAJORITY OWNER, OWNING MORE THAN 50%, AND IS DISQUALIFIED
YES, IF THE MAJORITY OWNER (& IF MARITAL SPOUSE) HAVE NO BROTHER OR SISTER 
WHETHER WHOLE OR HALF-BLOODED, ANCESTOR, OR LINEAL DESCENDANT AS 
DEFINED IN SECTION 267(c)(4) of the CODE.
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BIGGEST QUESTIONS WITH BUSINESS OWNER’S & SPOUSES WAGES QUALIFYING FOR ERTC?

12/10/2021

DOES THE ZERO PERCENT OWNER SPOUSE’S WAGES QUALIFY, 
IF THE OTHER SPOUSE IS A MORE THAN 50% OWNER?

NO. UNDER IRC SECTION 267c, EACH MARITAL PARTNER IS DEEMED TO BE A MORE
THAN 50% OWNER FOR ERTC PURPOSES, 
EVEN IF ONE SPOUSE TECHNICALLY OWNS NO PERCENTAGE.

YES, IF THE MAJORITY OWNER AND MARITAL SPOUSE HAVE NO BROTHER OR SISTER 
WHETHER WHOLE OR HALF-BLOODED, ANCESTOR, OR LINEAL 
DESCENDANT AS DEFINED IN SECTION 267(c)(4) of the CODE.
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BIGGEST QUESTIONS WITH BUSINESS OWNER’S & SPOUSES WAGES QUALIFYING FOR ERTC?

12/10/2021

DO WAGES OF TWO MARITAL PARTNERS WHO EACH ONLY OWN 50% QUALIFY FOR ERTC?

NO. UNDER IRC SECTION 267c, EACH MARITAL PARTNER IS DEEMED TO BE A MORE
THAN 50% OWNER FOR ERTC PURPOSES, AND BOTH ARE DISQUALIFIED.

YES, IF THE MAJORITY OWNER AND MARITAL SPOUSE HAVE NO BROTHER OR SISTER 
WHETHER WHOLE OR HALF-BLOODED, ANCESTOR, OR LINEAL 
DESCENDANT AS DEFINED IN SECTION 267(c)(4) of the CODE.

DO WAGES OF TWO MARITAL PARTNERS QUALIFY FOR ERTC WHERE ONE OWNS 10% AND THE 
OTHER OWNS 90%?

NO.  UNDER FAMILY ATTRIBUTION RULES, EACH MARITAL PARTNER IS DEEMED TO BE A 
MORE THAN 50% OWNER FOR ERTC PURPOSES, AND BOTH ARE DISQUALIFIED.

YES, IF THE MAJORITY OWNER AND MARITAL SPOUSE HAVE NO BROTHER OR SISTER 
WHETHER WHOLE OR HALF-BLOODED, ANCESTOR, OR LINEAL 
DESCENDANT AS DEFINED IN SECTION 267(c)(4) of the CODE.
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BIGGEST QUESTIONS WITH BUSINESS OWNER’S & SPOUSES WAGES QUALIFYING FOR ERTC?

12/10/2021

DO WAGES OF ANY OF THESE INDIVIDUALS QAULIFY FOR ERTC IF 
HUSBAND OWNS 20%
WIFE OWNS 20%
FATHER OWNS 20%
MOTHER OWNS 20%
DAUGHTER OWNS 10%

COMPLETELY UNRELATED INDIVIDUAL 10%
SPOUSE OF THE COMPLETELY UNRELATED INDIVIDUAL (AND OWNS NO %)

EVERYONE RELATED LISTED ABOVE IS DEEMED TO BE A MORE THAN 50% OWNER FOR ERTC PURPOSES, 
AND ALL ARE DISQUALIFIED BECAUSE CONSTRUCTIVELY EACH RELATED PARTY IS CONSIDERED A 
MAJORITY OWNER UNDER IRC SECTION 267c

FOR THE UNRELATED INDIVIDUAL.  THE WAGES PAID TO THAT INDIVIDUAL AND THAT INDIVIDUALS SPOUSE 
ARE INCLUDED FOR ERTC

WHAT IF 
DAD OWNS 100% AND IS EMPLOYEE OF BUSINESS.
SON OWNS NONE AND IS NOT AN EMPLOYEE OF THE BUSINESS.

DAD CANNOT INCLUDED WAGES FOR ERTC UNDER IRC SECTION 267c
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BIGGEST QUESTIONS WITH BUSINESS OWNER’S & SPOUSES WAGES QUALIFYING FOR ERTC?

12/10/2021

DO SELF-EMPLOYED INDIVIDUALS OR PARTNERS QUALIFY FOR ERTC?

NO. SELF-EMPLOYED INCOME IS NOT WAGES AND PARTNERS CANNOT PAY THEMSELVES WAGES.  WITH NO WAGES, 
THERE IS NO ERTC.
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BIGGEST QUESTIONS WITH BUSINESS OWNER’S & SPOUSES WAGES QUALIFYING FOR ERTC?

12/10/2021

DO SELF-EMPLOYED INDIVIDUALS OR PARTNERS “SPOUSES” WAGES QUALIFY FOR ERTC?

IRC SECTION 267c STILL APPLIES

NO, IF FOR SELF-EMPLOYED AS SELF-EMPLOYED BY DEFAULT IS 100% OWNER

YES, IF THE SELF-EMPLOTYED (AND IF MARITAL SPOUSE) HAVE NO BROTHER OR SISTER 
(WHETHER WHOLE OR HALF-BLOODED), ANCESTOR, OR LINEAL 
DESCENDANT AS DEFINED IN SECTION 267(c)(4) of the CODE
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BIGGEST QUESTIONS WITH BUSINESS OWNER’S & SPOUSES WAGES QUALIFYING FOR ERTC?

12/10/2021

DO SELF-EMPLOYED PARTNERS OR PARTNERS “SPOUSES” WAGES QUALIFY FOR ERTC?

IRC SECTION 267c STILL APPLIES

NO, FOR MAJORITY OWNER OF A PARTNERSHIP

YES, IF THE PARTNER (AND IF MARITAL SPOUSE) HAVE NO BROTHER OR SISTER 
(WHETHER WHOLE OR HALF-BLOODED), ANCESTOR, OR LINEAL 
DESCENDANT AS DEFINED IN SECTION 267(c)(4) of the CODE
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GUIDANCE



Early Termination of the ERTC for Most Employers (IRS 11/29/21)

12/10/2021

The Infrastructure Investment and Jobs Act amends section 3134 of the Internal Revenue Code to limit the 
availability of the employee retention credit in the fourth quarter of 2021 to taxpayers that are recovery startup 
businesses, as defined in section 3134(c)(5). Therefore, taxpayers that are not recovery startup businesses are not 
eligible for the employee retention credit for wages paid after September 30, 2021.

Some taxpayers that are no longer eligible to claim the employee retention credit for wages paid after 
September 30, 2021 may have already reduced their employment tax deposits in anticipation of claiming the 
employee retention credit for the fourth quarter of 2021. These taxpayers should monitor guidance issued by the 
IRS to learn if they must take any action regarding these amounts.

Some taxpayers may have already submitted Form 7200 to request an advance payment of the employee 
retention credit for the fourth quarter of 2021. If the Form 7200 hasn’t been processed, the IRS will use the 
taxpayer’s indication of whether it is a recovery startup business (Form 7200, Part 1, line H) as part of its 
determination regarding whether the Form 7200 claiming the employee retention credit in the fourth quarter of 
2021 should be accepted or rejected. If an advance payment of the employee retention credit for the fourth 
quarter of 2021 was already sent to a taxpayer that is no longer eligible to claim the employee retention credit 
for the fourth quarter of 2021 because it is not a recovery startup business, the taxpayer will still include that 
advance payment on the appropriate line of its employment tax return (for example, Form 941, Part 1, line 13h) 
for the quarter. In this case, the taxpayer may have a balance due when it files that employment tax return. 
Taxpayers should continue to monitor guidance issued by the IRS to learn if they should take any additional 
action regarding these amounts.
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IRS OFFICIAL GUIDANCE (Links Provided)
IRS NOTICE 2021-20

• Addresses calendar year 2020, and the basics of the rules for ERTC for Covid-19 purposes
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IRS NOTICE 2021-49
• Acknowledges 3rd & 4th quarter of 2021 ERTC, and expands on ERTC issues (many applying to both 

years)

IRS REVENUE PROCEDURE 2021-33

IRS NOTICE 2021-23

• Addresses gross receipts related to ERTC, either year

• Addresses 1st & 2nd quarter of 2021 ERTC, and differences from the 2020 ERTC

IRS NOTICE 2021-65
• Guidance on ERTC ending early and repayment of advanced payments and reduce payroll deposits 

in anticipation of the ERTC for 4th quarter 2021.



IRS
RULES

ON
ERTC
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IRS NOTICE 2021-20: REFERENCE OF Q&A IN NOTICE
REFER TO THE NOTICE FOR THE ANSWERS, BUT THIS WILL HELP YOU FIND THE SUBJECT MATTER QUICKER

Question 1: What is a “trade or business” for purposes of the employee retention credit?

Question 2: How does an organization determine if it is considered an “instrumentality” of the Federal government, or of a State or local government, for purposes of the employee 
retention credit? 

Question 3: Are tribal governments and tribal entities eligible for the employee retention credit? 

Question 4: Are employers in U.S. Territories eligible for the employee retention credit? 

Question 5: Are self-employed individuals eligible for the employee retention credit?  No.

Question 6: Are household employers eligible for the employee retention credit? No.

Question 7: What is the general impact of the aggregation rules that treat certain entities as a single employer?

Question 8: How is the employee retention credit allocated to an eligible employer that is a member of an aggregated group?  According to payroll.

Question 9: How do the aggregation rules apply to tribes and tribal entities? 

Question 10: What “orders from an appropriate governmental authority” may be taken into account by an employer for purposes of determining eligibility for the employee retention 
credit? 

Question 11: If a governmental order requires non-essential businesses to suspend operations but allows essential businesses to continue operations, is an essential business 
considered to have a full or partial suspension of operations due to a governmental order? Yes, if non-essential more than 10% of gross receipts.

Question 12: If a governmental order causes the suppliers to a business to suspend their operations, is the business considered to have a suspension of operations due to a 
governmental order?  Yes.

Question 13: If a governmental order causes the customers of a business to stay at home, or otherwise causes a reduction in demand for its products or services, and the business 
responds to the lack of demand by suspending some or all of its operations, is the business considered to have a suspension of operations due to a governmental order? No.
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IRS NOTICE 2021-20
Question 11: If a governmental order requires non-essential businesses to suspend operations but allows 
essential businesses to continue operations, is an essential business considered to have a full or partial 
suspension of operations due to a governmental order? 

10%



NOMINAL PORTION OF BUSINESS
COMPARING ESSENTIAL & NON-ESSENTIAL

PORTIONS OF THE BUSINESS
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Answer 11: An employer that operates an essential business is not considered to have a full or partial 
suspension of operations if the governmental order allows all of the employer’s operations to remain open. 
However, an employer that operates an essential business may be considered to have a partial 
suspension of operations if, under the facts and circumstances, more than a nominal portion of its business 
operations are suspended by a governmental order. For example, an employer that maintains both 
essential and non-essential business operations, each of which are more than nominal portions of the 
business operations, may be considered to have a partial suspension of its operations if a governmental 
order restricts the operations of the non-essential portion of the business, even if the essential portion of 
the business is unaffected. In addition, an essential business that is permitted to continue its operations 
may, nonetheless, be considered to have a partial suspension of its operations if a governmental order 
requires the business to close for a period of time during normal working hours.

Solely for purposes of this employee retention credit, a portion of an employer’s business operations will 
be deemed to constitute more than a nominal portion of its business operations if either (i) the gross 
receipts from that portion of the business operations is not less than 10 percent of the total gross receipts 
(both determined using the gross receipts of the same calendar quarter in 2019), or (ii) the hours of service 
performed by employees in that portion of the business is not less than 10 percent of the total number of 
hours of service performed by all employees in the employer’s business (both determined using the 
number of hours of service performed by employees in the same calendar quarter in 2019). 



IRS NOTICE 2021-20: REFERENCE OF Q&A IN NOTICE
REFER TO THE NOTICE FOR THE ANSWERS, BUT THIS WILL HELP YOU FIND THE SUBJECT MATTER QUICKER

Question 14: If an employer voluntarily suspends operation of a trade or business or voluntarily reduces hours due to COVID-19, but the suspension or reduction in 
hours is not due to a governmental order, may the employer qualify as an eligible employer solely on the basis of the voluntary suspension or reduction in hours? 

Question 15: If a governmental order requires an employer to close its workplace, but the employer is able to continue operations comparable to its operations prior 
to the closure by requiring employees to telework, is the employer considered to have a suspension of operations? 

Question 16: What factors should be considered in determining if an employer is able to continue operations comparable to its operations prior to closure such that 
the employer’s operations are not considered to have been fully or partially suspended due to a governmental order? 

Question 17: If a governmental order requires an employer to close its workplace for certain purposes, but the workplace may remain operational for other limited 
purposes, is the employer considered to have a suspension of operations due to the governmental order? 

Question 18: What factors should be taken into account in determining whether a modification required by a governmental order has more than a nominal effect on 
business operations for purposes of Q/A–17? 

Question 19: Are an employer’s operations considered to be partially suspended for purposes of the employee retention credit if the employer is required to reduce 
its operating hours by a governmental order? 

Question 20: Is an employer that operates a trade or business in multiple locations and is subject to governmental orders requiring full or partial suspension of its 
operations in some jurisdictions, but not in others, considered to have a partial suspension of operations? Yes.

Question 21: If the operations of a trade or business of one member of an aggregated group are fully or partially suspended due to a governmental order, are the 
operations of the trade or business of the other members of the aggregated group considered to be fully or partially suspended for purposes of the employee 
retention credit? 

Question 22: If an employer is subject to a governmental order to fully or partially suspend its business operations and the order is subsequently lifted in the middle 
of a calendar quarter, is the employer an eligible employer for the entire calendar quarter? No.

Question 23: How is the period during which there is a significant decline in gross receipts determined?

Question 24: What are “gross receipts” for an employer other than a tax-exempt organization? 
Question 25: What are “gross receipts” for a tax-exempt employer? 
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IRS NOTICE 2021-20: REFERENCE OF Q&A IN NOTICE
REFER TO THE NOTICE FOR THE ANSWERS, BUT THIS WILL HELP YOU FIND THE SUBJECT MATTER QUICKER

Question 26: For members of an aggregated group, is a significant decline in gross receipts determined based on the entire group? 

Question 27: How does an employer that started its business in 2019 determine whether it experienced a significant decline in gross receipts for purposes of the 
employee retention credit? 

Question 28: How does an employer that acquires a trade or business during the 2020 calendar year determine if the employer experienced a significant decline in 
gross receipts? 

Question 29: How is the maximum amount of the employee retention credit available to eligible employers determined?

Question 30: What are “qualified wages”?

Question 31: How does an eligible employer identify the average number of full- time employees employed during 2019? 

Question 32: For members of an aggregated group, is the average number of full-time employees determined based on the entire group? Yes.

Question 33: What wages may a small eligible employer treat as qualified wages? 

Question 34: What wages may a large eligible employer treat as qualified wages? 

Question 35: May a large eligible employer claim an employee retention credit for an increase in the amount of wages it paid its employees during the time that 
employees are not providing services? 

Question 36: May a large eligible employer treat the wages paid to hourly and non-exempt salaried employees for hours for which they are not providing services 
as qualified wages for purposes of the employee retention credit? 
Question 37: May a large eligible employer treat wages paid to exempt salaried employees for time for which they are not providing services as qualified wages for 
purposes of the employee retention credit? 
Question 38: May an eligible employer treat wages paid to employees pursuant to a pre-existing vacation, sick and other personal leave policy as qualified wages 
for purposes of the employee retention credit? 
Question 39: May an eligible employer treat payments made to former employees who have terminated employment as qualified wages for purposes of the 
employee retention credit? 
Question 40: Do qualified health plan expenses include both the portion of the cost paid by the eligible employer and the portion of the cost paid by the employee? 
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IRS NOTICE 2021-20: REFERENCE OF Q&A IN NOTICE
REFER TO THE NOTICE FOR THE ANSWERS, BUT THIS WILL HELP YOU FIND THE SUBJECT MATTER QUICKER

Question 41: May a small eligible employer treat its health plan expenses as qualified wages for purposes of the employee retention credit? Yes.

Question 42: May a large eligible employer treat its health plan expenses as qualified wages for purposes of the employee retention credit if the expenses are 
allocable to the time that employees were not providing services? 

Question 43: For an eligible employer that sponsors more than one plan for its employees (for example, both a group health plan and a health flexible spending 
arrangement (health FSA)), or more than one plan covering different employees, how are the qualified health plan expenses for each employee determined? 

Question 44: For an eligible employer that sponsors a fully-insured group health plan, how are the qualified health plan expenses of that plan allocated on a pro 
rata basis? 

Question 45: For an eligible employer that sponsors a self-insured group health plan, how are the qualified health plan expenses of that plan allocated on a pro rata 
basis? 

Question 46: For an eligible employer who contributes to a health savings account (HSA), or Archer Medical Saving Account (Archer MSA) and sponsors a high 
deductible health plan (HDHP), are contributions to the HSA or Archer MSA included in the qualified health plan expenses? 

Question 47: For an eligible employer who sponsors a health reimbursement arrangement (HRA), a health flexible spending arrangement (health FSA), or a 
qualified small employer health reimbursement arrangement (QSEHRA), are contributions to the HRA, health FSA, or QSEHRA included in the qualified health plan 
expenses? 

Question 48: Are health plan expenses that are allocable to qualified sick leave wages and qualified family leave wages for purposes of credits available under 
sections 7001 and 7003 of the FFCRA excluded from the definition of qualified wages for purposes of the employee retention credit? 

Question 49: May an employer that received a PPP loan be eligible for the employee retention credit? Yes, just not on the same payroll.

Question 50: How does an eligible employer claim the employee retention credit for qualified wages?
Question 51: Can an eligible employer receive an advance payment of the employee retention credit if the eligible employer does not have sufficient federal 
employment taxes set aside for deposit to cover the amount of the anticipated credit? 
Question 52: Is there a minimum advance amount that can be claimed on a Form 7200? 
Question 53: What is the last day eligible employers may submit a Form 7200 requesting an advance payment of the employee retention credit for qualified wages 
paid in 2020? 
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IRS NOTICE 2021-20: REFERENCE OF Q&A IN NOTICE
REFER TO THE NOTICE FOR THE ANSWERS, BUT THIS WILL HELP YOU FIND THE SUBJECT MATTER QUICKER

Question 54: Who can sign a Form 7200? Should a taxpayer submit additional documents to confirm that a person is authorized to sign a Form 7200?

Question 55: For eligible employers that include multiple entities treated as a single employer for purposes of the employee retention credit under the aggregation 
rules, will the individual entities separately report their credit on their federal employment tax returns? 

Question 56: May an eligible employer elect to not take into account qualified wages for purposes of the employee retention credit? 

Question 57: May an eligible employer that files quarterly federal employment tax returns take into account qualified wages paid in a past calendar quarter in which 
the eligible employer may have been entitled to claim the credit, but elected not to do so? 

Question 58: How does an eligible employer use the special fourth quarter rule in section 206(e)(2) of the Relief Act? 

Question 59: Are qualified wages excluded from gross income as “qualified disaster relief payments”?

Question 60: Does the employee retention credit reduce the expenses that an eligible employer could otherwise deduct on its federal income tax return? Yes.

Question 61: Does an eligible employer receiving an employee retention credit for qualified wages need to include any portion of the credit in income? No.

Question 62: Can an eligible common law employer that uses a third-party to report and pay employment taxes to the IRS get the employee retention credit? 

Question 63: May a payroll reporting agent sign and submit Form 7200 on behalf of a client employer? 

Question 64: When should the name and EIN of a third-party payer be included on Form 7200? 

Question 65: If a common law employer uses a third-party payer for only a portion of their workforce, should the employer list the third-party payer on the Form 
7200? 

Question 66: What information must third-party payers obtain from their client employers to claim the employee retention credit on their client employer's behalf? 

Question 67: May third-party payers rely on client employer information regarding the employee retention credit? 
Question 68: Upon request by the IRS, what records must third-party payers obtain from their client employers to substantiate the client employer's eligibility for the 
employee retention credit? 
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IRS NOTICE 2021-20: REFERENCE OF Q&A IN NOTICE
REFER TO THE NOTICE FOR THE ANSWERS, BUT THIS WILL HELP YOU FIND THE SUBJECT MATTER QUICKER

Question 69: Are client employers responsible for avoiding a "double benefit" with respect to the employee retention credit and the credit under section 45S of the 
Code? 

Question 70: What records should an eligible employer maintain to substantiate eligibility for the employee retention credit?

Question 71: How long should an eligible employer maintain records to substantiate eligibility for the employee retention credit? 
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IRS NOTICE 2021-23 RELATED TO 1st & 2nd QUARTERS IN 2021 (HIGHLIGHTS)

12/10/2021

EXTENSION OF ERTC TO 1ST & 2ND QUARTER 2021
FOOTNOTE #1 on PAGE 3 REFERENCES ISSUES LATER ADDRESSED IN IRS NOTICE 2021-49

ELIGIBLE EMPLOYERS EXPANDED TO INCLUDE CERTAIN NON-PROFITS
SEE PAGE 4 FOR DETAILS AS THEY ARE VERY SPECIFIC

DECLINE IN GROSS RECEIPTS CHANGED TO 20%
COMPARING QUARTERS IN 2021 TO CORRELATING QUARTER IN 2019

2021 QUARTER 1 COMPARED TO 2019 QUARTER 1
2021 QUARTER 2 COMPARED TO 2019 QUARTER 2

IN IRS NOTICE 2021-49 THIS CONFIRMS THIS IS THE SAME FOR THE REMAINING QUARTERS IN 2021
2021 QUARTER 3 COMPARED TO 2019 QUARTER 3
2021 QUARTER 4 COMPARED TO 2019 QUARTER 4

PROVIDES FOR AN “ALTERNATIVE” METHOD TO DETERMINE ERTC QUALIFICATION FOR THE QUARTER (STILL REQUIRES A 20% DECREASE IN GROSS RECEIPTS)
THIS ALLOWS THE IMMEDIATE PREVIOUS QUARTER TO BE USED TO DETERMINE IF THE EMPLOYER QUALIFIES FOR THE CURRENT QUARTER

THIS IS NOT THE SAME AS 2020, AS THERE IS NO AUTOMATIC QUALIFICATION.  EACH QUARTER IS A STAND-ALONE
THE “ALTERNATIVE QUARTER TO CALCULATE GROSS RECEIPTS” IS AS FOLLOWS (PLEASE REVIEW CAREFULLY)
TO QUALIFY FOR 1ST QUARTER 2021:

2020 QUARTER 4 COMPARED TO 2019 QUARTER 4
TO QUALIFY FOR 2ND QUARTER 2021:

2021 QUARTER 1 COMPARED TO 2019 QUARTER 1

IN IRS NOTICE 2021-49 THIS CONFIRMS THE ALTERNATIVE METHOD IS CONTINUED FOR THE REMAINING QUARTERS IN 2021

TO QUALIFY FOR 3RD QUARTER 2021:
2021 QUARTER 2 COMPARED TO 2019 QUARTER 2

TO QUALIFY FOR 4TH QUARTER 2021:
2021 QUARTER 3 COMPARED TO 2019 QUARTER 3
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IRS NOTICE 2021-23 RELATED TO 1st & 2nd QUARTERS IN 2021 (HIGHLIGHTS)

12/10/2021

ERTC CREDIT IS CHANGED TO 70% FOR 2021
MAXIMUM CREDIT PER EMPLOYEE IS $7,000 (PER QUARTER)

CHANGES EMPLOYER SIZE FOR APPLICATION OF CERTAIN RULES
500 OR LESS STILL BASED ON 2019 is SMALL EMPLOYER
MORE THAN 500 STILL BASED ON 2019 is LARGE EMPLOYER

AGGREGATION RULES STILL APPLY
MUST COUNT ALL EMPLOYEES IN AN AGGREGATED GROUP TO DETERMINE EMPLOYER SIZE

FOR LARGE EMPLOYERS (500 OR MORE EMPLOYEES IN 2019)
THERE IS NO LONGER A LIMITATION ON WAGES ONLY SPECIFIC TO STRIKING THE RULE OF
LIMITING WAGES TO THE EQUIVALENT OF THE 30 DAYS IMMEDIATELY PRECEDING THE COMMENCEMENT OF QUALIFIED PERIOD
PER IRS NOTICE 2021-49, THIS CONTINUES FOR THE REMAINING QUARTERS IN 2021 (EXCEPT EFFECTIVE 11/15/2021, ERTC ENDS 9/30/21)

CLARIFIES THAT “WAGES” MEANS ALL REMUNERATION FOR EMPLOYMENT UNDER SECTION 3121(a)
CLARIFIES THE DEFINITION OF “EMPLOYMENT” UNDER SECTION 3121(b)

CANNOT CLAIM ERTC ON WAGES USED FOR TAX CREDITS SECTION 45-S
SECTION 45-S IS THE EMPLOYER CREDIT FOR PAID FAMILY & MEDICAL LEAVE

FOR EMPLOYEES QUALIFYING FOR THE WORK OPPORTUNITY CREDIT (WOC)
IN 2020, SUCH EMPLOYEES WAGES WERE EXCLUDED DURING THAT TIME PERIOD, REGARDLESS IF THE CREDIT WAS TAKEN
IN 2021, SUCH EMPLOYEES WAGES CAN BE INCLUDED DURING THAT TIME PERIOD, BUT NOT WAGES USED FOR THE WOC

CONFIRMS WAIVER OF EMPLOYMENT TAX DEPOSIT PENALTIES RELATED ANTICIPATION OF ERTC
IF AN EMPLOYER OBTAINS AN ADVANCE ERTC, BUT LATER IS DETERMINED TO BE TOO MUCH, 

IF DUE TO REASONABLE ANTICIPATION
AND IF THE TAX IS PAID UPON LEARNING OF THE ADJUSTMENT, NO LATER THAN THE NORMAL FORM 941 DUE DATE
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IRS NOTICE 2021-23 RELATED TO 1st & 2nd QUARTERS IN 2021 (HIGHLIGHTS)

12/10/2021

THE MAXIMUM ADVANCED ERTC ALLOWED IS LIMITED
NOTE THIS IS REGARDING TAKING THE ERTC BEFORE THE FILING OF FORM 941 (ESTIMATED ERTC TAKEN IN ADVANCE)

THIS DOES NOT PROVIDE A MAXIMUM OF THE ACTUAL ERTC
LIMITED TO 70% OF AVERAGE WAGES IN THE CORRELATING QUARTER IN 2019

SEE PAGES 13-17 
FOR ADDITIONAL DETAILS FOR EMPLOYERS THAT HAVE

NOT BEEN IN BUSINESS IN PART OR ALL OF 2019
HAVE SEASONAL EMPLOYEES
COMES INTO EXISTENCE IN 2021
IN AGRICULTURAL INDUSTRY (FILING ANNUAL FORM 943)
FILES FORM 944 OR CT-1

DEFINING “WHAT AVERAGE WAGES”
LINE 5c ON FORM 941 (TAXABLE MEDICARE WAGES & TIPS)
SEE ADDITIONAL DEFINITION FOR THOSE FILING ANNUAL FORM 943 IN AGRICULTURAL INDUSTRY
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Gross receipt exclusions clarified for ERTC
Revenue Procedure 2021-33: SAFE HARBOR
• Under the safe harbor, Paycheck Protection Program forgiveness, SVO Grants, Restaurant 

Revitalization Grants can be excluded from gross receipts for determining eligibility for the 
Employee Retention Tax Credit.

• These other programs are exempt from “gross income” for tax purposes.

• For ERTC purposes, “gross receipts” includes tax-exempt income.

• Nonetheless, the safe harbor is allowing for the exclusion of the above programs from “gross 
receipts” specific only the ERTC calculation of determining a reduction in “gross receipts.”

• The safe harbor is elected by simply NOT including the above programs in the calculation.

• The safe harbor is not required, and can be revoked by later not taking the safe harbor in the ERTC 
calculation.

• IRS Notice 2021-49 confirms this applies to 3rd & 4th quarter 2021.
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IRS offers further guidance on ERTC 
(IRS NOTICE 2021-49)

• The Internal Revenue Service and the Treasury Department released guidance on the employee 
retention tax credit, including guidance for employers who pay qualified wages for 3rd and 4th quarter 
2021, with the same rules in effect for 1st & 2nd quarters in 2021 (unless otherwise noted). 

• The 70% remains in effect for 3rd & 4th quarter, as well as the maximum being determine by quarter.

• The IRS and the Treasury guidance in Notice 2021-49 deals also with how various issues apply to the 
employee retention credit in both 2020 and 2021, amplifying earlier guidance offered earlier this year 
in Notice 2021-20 and Notice 2021-23. 

• The new notice explains changes made by the American Rescue Plan Act of 2021 to the employee 
retention credit that are applicable to the third and fourth quarters of 2021.
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IRS offers further guidance on ERTC
(IRS NOTICE 2021-49)
The changes include, among other items:

• For 3rd & 4th quarter 2021, the ERTC will be applied against employer “Medicare” payroll taxes.
• Previously, the ERTC is applied against employer “Social Security” payroll taxes
• Form 941 and Form 941x will include the calculation changes, most notably on Worksheet 1
• The ERTC in excess of the employers “Medicare” payroll taxes is still considered a refundable credit

• Expanding the definition of eligible employer to include “recovery startup businesses.”
• Only applies to 3rd & 4th quarter 2021 (page 7)
• Recovery startup businesses are those that began carrying on a trade or business after 2/15/2020 

and had less than $1 million in annual gross receipts, along with several other conditions.
• Must qualify in each quarter.
• The maximum ERTC is $50,000 for each quarter.

• Unless the business does not qualify as this type of business for 4th quarter, no limit
• Aggregation rules apply
• See pages 6-11 for further details as this is rare circumstances
• NOTE:  CONTINUES TO QUALIFY IN 4th QUARTER, EVEN WITH LAW CHANGE ON 11/15/21
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IRS offers further guidance on ERTC
(IRS NOTICE 2021-49)
The changes include, among other items:

• Modifying the definition of qualified wages for “severely financially distressed employers”
• Benefits large employers with more than 500 employees in 2019
• Removes the large employer restriction on defining qualified wages to only include wages paid to 

employee not providing services
• This allows a large employer to include all wages paid to employees under same rules a small 

employer in 2021 (500 or less employees in 2019)
• An employer that has gross receipts that are less than 10% of correlating quarter in 2019

• This would equate to a more than 90% decrease in gross receipts
• This does NOT mean the gross receipts test of a 20% decline has changed

• Only applies to 3rd & 4th quarter of 2021
• Quarter 3 2021 compared to 3rd quarter 2019
• Quarter 4 2021 compared to 4th quarter 2019

• The alternative method of determining 90% gross receipts decline also applies
• Quarter 3 can qualify by comparing quarter 2 2021 to 2nd quarter 2019
• Quarter 4 can qualify by comparing quarter 3 2021 to 3rd quarter 2019
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IRS offers further guidance on ERTC
(IRS NOTICE 2021-49)
The changes include, among other items:

• Excess advance on ERTC (filing Form 7200 and/or reducing payroll tax deposits)
• Treat the excess advance as “additional tax” (page 19)

• Statute of limitations for the IRS to assess additional tax related to ERTC
• 5 years
• Extended statute of limitations only applies to 3rd & 4th quarter 2021
• This does NOT extend the time the employer has to claim the ERTC.

• Rules per Form 941x remain in place for the employer

• Full-time employee “equivalents” in determining employer size for ERTC purposes
• No, employers do not calculate employees based on “equivalents”
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IRS offers further guidance on ERTC
(IRS NOTICE 2021-49)
The changes include, among other items:

• Excluded from qualified wages (page  22)
• “Tips” paid in any medium other than cash 
• If tips were paid NOT in “cash,” it is NOT included in qualified wages for ERTC

• Included in qualified wages (page 22)
• “Tips” $20 or more paid in cash (and reported as wages by the employer)

• An employer can take advantage of both ERTC and the “tip tax credit” under Section 45-B (pages 22-24)
• The same wages can be used for both tax credits
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IRS offers further guidance on ERTC
(IRS NOTICE 2021-49)

The changes include, among other items:

• Timing of qualified wages deduction disallowance
• Defines when the employer must take the reduction in wages for tax purposes
• The tax year in which the qualified wages were paid or incurred is the tax year that wages must be reduced

• If the wages were paid or incurred in 2020, the reduction of wages is reported on the 2020 tax return
• Same for 2021

• Amending a payroll tax filing does not change the timing (year) of the reduction
• Form 941x is filed in 2021 for any quarter in 2020

• The tax credit is refunded in 2021 or applied to a future quarter in 2021
• The reduction in wages is applied to tax year 2020

• What if the employer already filed a income tax return for 2020
• IRS recommends the employer file an amended income tax return for 2020

• OR an Administrative Adjustment Request (AAR)
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IRS offers further guidance on ERTC
(IRS NOTICE 2021-49)
• Related individuals further defined, as well as addressing majority owner & spouses wages

• Also see examples in the IRS Notice on pages 30-31
• Rules did not change, but were expanded upon
• Family attribution rules apply, possible making related parties constructive majority owners

• Section 267(c) of the Code provides rules for constructive ownership
• Majority owner wages are excluded from qualified wages for ERTC
• Spouses of majority owners are excluded from qualified wages for ERTC
• EXCEPTION to the rule of majority owner and spouses of majority owners wages being excluded

• IF THE MAJORITY OWNER (& IF MARITAL SPOUSE) HAVE NO BROTHER OR SISTER WHETHER 
WHOLE OR HALF-BLOODED, ANCESTOR, OR LINEAL DESCENDANT AS DEFINED IN SECTION 
267(c)(4) of the CODE

• RESTATED
• IF THE MAJORITY OWNER (& IF MARITAL SPOUSE) HAS A BROTHER OR SISTER WHETHER 

WHOLE OR HALF-BLOODED, ANCESTOR, OR LINEAL DESCENDANT AS DEFINED IN SECTION 
267(c)(4) of the CODE, THE WAGES OF THE MAJORITY OWNER AND THE SPOUSE OF THE 
MAJORITY OWNER ARE DISQUALIFIED
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IRS offers further guidance on ERTC
(IRS NOTICE 2021-49)
• Alternative quarter election in determining reduction in gross receipts

• Applies to quarters 3 & 4 of 2021
• Employer does NOT need to consistently apply the election to quarters in 2021

• Example:  Employer could use the alternative method for quarter 2 of 2021, 
• but not quarter 3 of 2021

• The election is made by simply using this calculation to qualify the quarter

• Permits an employer that acquires a business to include the gross receipts of the acquired business when 
determining the decline in gross receipts for ERTC purposes (IRS Notice 2021-49, page 33)
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IRS offers further guidance on ERTC ending 9/30/21
(IRS NOTICE 2021-65)
• Employers that received an advance payment of the employee retention credit (ERC) or 

reduced their employment tax deposits in anticipation of receiving the ERC for the fourth 
calendar quarter of 2021 may repay or deposit the taxes without penalty under new IRS 
guidance.

• Recovery startup businesses under Sec. 3134(c)(2)) are still eligible for 4th quarter 2021.

• Employers that received such advance payments (Form 7200) may repay them by the due date 
of their applicable employment tax return that includes the fourth calendar quarter of 2021 and 
so avoid failure-to-pay penalties.  This would be January 31, 2022.

• Employers that reduced their deposits due with respect to wages paid on or after Oct. 1, 2021, 
but before Jan. 1, 2022, by the amount of an ERC they expected to claim (and are not recovery 
startup businesses) must deposit those taxes. They may have penalties waived for failing to 
deposit those taxes, but only with respect to deposits due before Dec. 20, 2021.  The IRS will not 
waive failure-to-deposit penalties for such reductions after Dec. 20, 2021.
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IRS offers further guidance on ERTC waiver of failure-
to-deposit penalties (IRS NOTICE 2021-65)
The waiver of failure-to-deposit penalties is also subject to three other conditions:

1. The employer reduced its deposits in anticipation of the ERC, consistent with the rules provided in 
Section 3.b. of Notice 2021-24;

2. The employer deposits the amounts it had retained in anticipation of claiming the ERC on or before the 
relevant due date for employment taxes with respect to wages paid on Dec. 31, 2021, (regardless of 
whether the employer actually pays wages on that date); and

3. The employer reports the tax liability resulting from the termination of the employer's ERC on the 
applicable employment tax return or schedule that includes the period from Oct. 1, 2021, through Dec. 
31, 2021.
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ERTC

IS RETROACTIVE BACK TO 
WAGES PAID AFTER 3/12/2020

THROUGH 9/30/2021
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IF AMENDING FORM 941-X
FOR THE ERTC IN 1st

QUARTER 2020, YOU DO NOT
AMEND 1st QUARTER 2020!

IT IS INCLUDED IN 2nd QUARTER 2020.
AMEND 2nd QUARTER 2020 FORM 941

WITH 1st QUARTER 2020 AMOUNTS.
REMEMBER ONLY WAGES AFTER 3/12/2020
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REGARDLESS OF HOW YOU GO ABOUT 
GETTING THE ACTUAL ERTC

(THE CREDIT… i.e. THE MONEY)

YOU MUST REPORT THE WAGES, ETC.
ON FOR 941

& IF NOT, THEN ON 941-X
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2020: QUALIFIED WAGES INCLUDE

12/10/2021

IF DURING THE FULL OR PARTIAL SUSPENSION OF THE OPERATION OF THEIR TRADE OR BUSINESS DURING 
ANY CALENDAR QUARTER BECAUSE OF GOVERNMENTAL ORDERS LIMITING COMMERCE, TRAVEL, OR 
GROUP MEETINGS DUE TO COVID-19

THE QUALIFIED WAGES ARE THE ACTUAL WAGES ONLY INCURRED DURING THE PERIOD OF 
SUSPENSION

IF DURING A QUARTER WITH A SIGNIFICANT DECLINE IN GROSS RECEIPTS

THE QUALIFIED WAGES ARE WAGES INCURRED DURING THE APPLICABLE QUARTER

UP TO $10,000 OF WAGES PER EMPLOYEE FOR ALL 2020

MAXIMUM CREDIT PER EMPLOYEE IS $5,000 FOR ALL 2020
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2020: QUALIFIED WAGES INCLUDE

12/10/2021

THE DEFINITION OF QUALIFIED WAGES ALSO DEPENDS ON HOW MANY EMPLOYEES AN ELIGIBLE 
EMPLOYER HAS

IF AN EMPLOYER AVERAGED MORE THAN 100 FULL-TIME EMPLOYEES DURING 2019, QUALIFIED 
WAGES ARE GENERALLY THOSE WAGES, INCLUDING CERTAIN HEALTH CARE COSTS, (UP TO $10,000 
PER EMPLOYEE) PAID TO EMPLOYEES THAT ARE NOT PROVIDING SERVICES BECAUSE OPERATIONS 
WERE SUSPENDED OR DUE TO THE DECLINE IN GROSS RECEIPTS. THESE EMPLOYERS CAN ONLY 
COUNT WAGES UP TO THE AMOUNT THAT THE EMPLOYEE WOULD HAVE BEEN PAID FOR WORKING 
AN EQUIVALENT DURATION DURING THE 30 DAYS IMMEDIATELY PRECEDING THE PERIOD OF 
ECONOMIC HARDSHIP.

IF AN EMPLOYER AVERAGED 100 OR FEWER FULL-TIME EMPLOYEES DURING 2019, QUALIFIED 
WAGES ARE THOSE WAGES, INCLUDING HEALTH CARE COSTS, (UP TO $10,000 PER EMPLOYEE) 
PAID TO ANY EMPLOYEE DURING THE PERIOD OPERATIONS WERE SUSPENDED OR THE PERIOD OF 
THE DECLINE IN GROSS RECEIPTS, REGARDLESS OF WHETHER OR NOT ITS EMPLOYEES ARE 
PROVIDING SERVICES.

FOR BOTH EMPLOYER SIZES, HEALTH PLAN EXPENSES ARE INCLUDED PAID BY THE EMPLOYER THAT IS 
EXCLUDED FROM THE EMPLOYEES GROSS INCOME AND ALLOCATED PRO RATA TO THE EMPLOYEE
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2020: SIGNIFICANT DECLINE IN GROSS RECEIPTS

12/10/2021

A SIGNIFICANT DECLINE IS 50%

A SIGNIFICANT DECLINE IN GROSS RECEIPTS BEGINS: 

ON THE FIRST DAY OF THE FIRST CALENDAR QUARTER OF 2020 IN WHICH THIS OCCURS

FOR WHICH AN EMPLOYER’S GROSS RECEIPTS ARE LESS THAN 50% OF ITS GROSS RECEIPTS

FOR THE SAME CALENDAR QUARTER IN 2019.

THE SIGNIFICANT DECLINE IN GROSS RECEIPTS 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

THE 2020 ERTC ENDS 12/31/2020, AND THIS PROVISION DOES NOT CARRY INTO 2021

www.JJtheCPA.com DO NOT ACT WITHOUT YOUR ADVISER'S ADVICE & RECOMMENDATION [ALL INFORMATIONAL PURPOSES ONLY] SEE DISCLAIMER ON PAGE 3.  THANKS! 99



2020: EXAMPLE (IRS NOTICE 2021-20 FAQ #23)
SIGNIFICANT DECLINE IN GROSS RECEIPTS

12/10/2021

Employer A’s gross receipts were $100,000, $190,000, and $230,000 in the first, second, and third 
calendar quarters of 2020, respectively.

Its gross receipts were $210,000, $230,000, and $250,000 in the first, second, and third calendar 
quarters of 2019, respectively. 

Thus, Employer A’s 2020 first, second, and third quarter gross receipts were approximately 48
percent, 83 percent, and 92 percent of its 2019 first, second, and third quarter gross receipts, 
respectively. 

Accordingly, Employer A had a significant decline in gross receipts commencing on the first day of 
the first calendar quarter of 2020 (the calendar quarter in which gross receipts were less than 50 
percent of the same quarter in 2019) and ending on the first day of the third calendar quarter of 
2020 (the quarter following the quarter for which the gross receipts were more than 80 percent of 
the same quarter in 2019). 

Thus, Employer A is entitled to a retention credit with respect to the first and second calendar 
quarters.
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LOOK AT THE BOTTOM OF THE EXCEL WORKSHEET TO
SEE ALL FOUR (4) WORKSHEETS



2020 EMPLOYEE RETENTION TAX CREDIT 
CALCULATION
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2020 EMPLOYEE RETENTION TAX CREDIT CALCULATION
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NOW, HOW TO GET 2020
EMPLOYEE RETENTION TAX CREDIT

12/10/2021

YOU CAN ONLY GET THE ERTC BY FILING FORM 941-X FOR 2020

REQUEST REFUND BY MARKING 941-X FOR “CLAIM”

OR

RECOMMENDED UNDER CURRENT CONDITIONS
REQUEST CARRYOVER CREDIT BY MARKING 941-X 

“ADJUSTED EMPLOYMENT TAX RETURN”

IT IS NOW RECOMMENDED YOU FILE A FORM 941x FOR EACH QUARTER IN 2020 IN WHICH ERTC EXISTS

FILE FORM 941x BASED ON WHEN WAGES ARE PAID

ANY ERTC FROM 1ST QUARTER 2020, CAN ONLY BE REPORTED ON 2020 2ND QUARTER FORM 941x
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2021: QUALIFIED WAGES INCLUDE

12/10/2021

IF DURING THE FULL OR PARTIAL SUSPENSION OF THE OPERATION OF THEIR TRADE OR BUSINESS DURING 
ANY CALENDAR QUARTER BECAUSE OF GOVERNMENTAL ORDERS LIMITING COMMERCE, TRAVEL, OR 
GROUP MEETINGS DUE TO COVID-19

THE QUALIFIED WAGES ARE THE ACTUAL WAGES ONLY INCURRED DURING THE PERIOD OF 
SUSPENSION

IF DURING A QUARTER WITH A SIGNIFICANT DECLINE IN GROSS RECEIPTS

THE QUALIFIED WAGES ARE WAGES INCURRED DURING THE APPLICABLE QUARTER

UP TO $10,000 OF WAGES PER EMPLOYEE PER QUARTER

MAXIMUM CREDIT PER EMPLOYEE IS $7,000 FOR EACH QUARTER

MAXIMUM CREDIT PER EMPLOYEE IS $21,000 FOR ALL 2021 (FOR 1ST, 2ND & 3RD QUARTERS IN 2021)
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2021: QUALIFIED WAGES INCLUDE

12/10/2021

THE DEFINITION OF QUALIFIED WAGES ALSO DEPENDS ON HOW MANY EMPLOYEES AN ELIGIBLE EMPLOYER HAS

IF AN EMPLOYER AVERAGED MORE THAN 500 FULL-TIME EMPLOYEES DURING 2019, QUALIFIED WAGES ARE 
GENERALLY THOSE WAGES, INCLUDING CERTAIN HEALTH CARE COSTS, (UP TO $10,000 PER EMPLOYEE) PAID TO 
EMPLOYEES THAT ARE NOT PROVIDING SERVICES BECAUSE OPERATIONS WERE SUSPENDED OR DUE TO THE 
DECLINE IN GROSS RECEIPTS. THE PROVISION THAT THESE EMPLOYERS CAN ONLY COUNT WAGES UP TO THE 
AMOUNT THAT THE EMPLOYEE WOULD HAVE BEEN PAID FOR WORKING AN EQUIVALENT DURATION DURING 
THE 30 DAYS IMMEDIATELY PRECEDING THE PERIOD OF ECONOMIC HARDSHIP IS REMOVED FOR 2021. (SEE 
EXCEPTION IN IRS NOTICE 2021-49 RELATED TO AN EMPLOYER CONSIDERED A “SEVERELY FINANCIALLY 
DISTRESSED EMPLOYER.”  THIS EMPLOYER CAN FOLLOW THE RULES OF THE 500 OR FEWER EMPLOYEES BELOW)

IF AN EMPLOYER AVERAGED 500 OR FEWER FULL-TIME EMPLOYEES DURING 2019, QUALIFIED WAGES ARE THOSE 
WAGES, INCLUDING HEALTH CARE COSTS, (UP TO $10,000 PER EMPLOYEE) PAID TO ANY EMPLOYEE DURING 
THE PERIOD OPERATIONS WERE SUSPENDED OR THE PERIOD OF THE DECLINE IN GROSS RECEIPTS, REGARDLESS 
OF WHETHER OR NOT ITS EMPLOYEES ARE PROVIDING SERVICES.

FOR BOTH EMPLOYER SIZES, HEALTH PLAN EXPENSES ARE INCLUDED PAID BY THE EMPLOYER THAT IS EXCLUDED 
FROM THE EMPLOYEES GROSS INCOME AND ALLOCATED PRO RATA TO THE EMPLOYEE
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2021: SIGNIFICANT DECLINE IN GROSS RECEIPTS

12/10/2021

A SIGNIFICANT DECLINE IS 20%
THERE IS NO QUARTER BEGINNING OR ENDING PROVISIONS

THE QUARTER MUST SIMPLY QUALIFY

A decline in gross receipts in a calendar quarter in 2021 where the gross receipts of that calendar quarter are 
less than 80% of the gross receipts in the same calendar quarter in 2019

Employers that did not exist in 2019 can use the corresponding quarter in 2020 to measure the decline in their 
gross receipts 

The 2021 rules for the “alternative” election apply using the immediately preceding quarter.
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LOOK AT THE BOTTOM OF THE EXCEL WORKSHEET TO
SEE ALL FOUR (4) WORKSHEETS



2021 EMPLOYEE RETENTION TAX CREDIT CALCULATION
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2021 EMPLOYEE RETENTION TAX CREDIT CALCULATION
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NOW, HOW TO GET 2021
EMPLOYEE RETENTION TAX “CREDIT” (MONEY)

IN 2021 FOR 2021

12/10/2021

1. REPORT THE ERTC [CREDIT] ON FORM 941 
ANY OVERPAYMENT ON FORM 941, YOU ALWAYS HAVE 2 OPTIONS

APPLY TO NEXT RETURN (FORM 941) OR REQUEST “SEND A REFUND”
IF AN EMPLOYER QUALIFIED IN 3RD QUARTER 2021, BUT THE WAGES WERE PAID IN 4TH

QUARTER, THE CREDIT WOULD BE REPORTED IN 4TH QUARTER??????

OR

2. FILE FOR 941-X & REQUEST “CLAIM” FOR REFUND OR APPLY CREDIT TO NEXT RETURN

UNDER CURRENT CONDITIONS, IT IS RECOMMENDED YOU “APPLY THE CREDIT TO NEXT RETURN”
NOTE:  FOR 1ST 2ND & 3RD QUARTERS 2021, THE ONLY OPTION NOW WOULD BE FILING FORM 941x
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GROSS RECEIPTS 
TESTS
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SEE SEMINAR WEBPAGE FOR GROSS RECEIPTS TEST ANALYSIS EXCEL SPREADSHEET
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12/10/2021
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AGGREGATION
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IRS NOTICE 2021-20
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50% OR MORE
COMMON
OWNERSHIP

RESTAURANT

LAW PRACTICE

S-CORPORATION

C-CORPORATION PARTNERSHIP

LLC, INC.
PC, PLLC

ETC.

SCHEDULE C
SOLE PROP

SCHEDULE F
FARM/RANCH

GROUP (ADD)
ALL WAGES

ALL GROSS RECEIPTS
APPLY

ANY GOV’T SHUTDOWN

ONE AFFECTED, ALL AFFECTED

WHOLE GROUP HAS TO BE DOWN
GROSS RECEIPTS

ANY LOCATION

DIFFERENT STATES

SOME ESSENTIAL

TREAT AS ONE

If same employee
In 2 companies

$10,000 max applies
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HOW TO CALCULATE THE “NUMBER OF EMPLOYEES” FOR ERTC PURPOSES



EMPLOYER SIZE BASED ON AVERAGE NUMBER OF
“FULL-TIME EMPLOYEES” EMPLOYED DURING 2019

12/10/2021

THIS IS SAME FOR BOTH 2020 AND 2021 (SEE IRS NOTICE 2021-20 FAQ #31)

• The term "full-time employee" means an employee who, with respect to any calendar month in 2019, had an 
average of at least 30 hours of service per week or 130 hours of service in the month (130 hours of service in a 
month is treated as the monthly equivalent of at least 30 hours of service per week), as determined in 
accordance with section 4980H of the Internal Revenue Code. 

• An employer that operated its business for the entire 2019 calendar year determines the number of its full-
time employees by taking the sum of the number of full-time employees in each calendar month in 2019 
and dividing that number by 12. 

• An employer that started its business operations during 2019 determines the number of its full-time employees 
by taking the sum of the number of full-time employees in each full calendar month in 2019 in which the 
employer operated its business and dividing by that number of months. 

• An employer that started its business operations during 2020 determines the number of its full-time employees 
by taking the sum of the number of full-time employees in each full calendar month in 2020 in which the 
employer operated its business and dividing by that number of months, consistent with the approach 
discussed above for employers that began business operations during 2019.

AGGREGATION RULES APPLY 
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QAULIFYING WAGES INCLUDED DEPENDS ON EMPLOYER SIZE:
2020:  100 & BELOW
2021:  500 & BELOW IRS NOTICE 2021-20 FAQ #30-39

12/10/2021

ALL “GROSS” WAGES ARE INCLUDED

ALL EMPLOYEES ARE INCLUDED

INCLUDES QUALIFYING HEALTH PLAN EXPENSES ALLOCABLE PRO RATA

ESSENTIAL EMPLOYEES ARE NOT SEPARATED FROM NON-ESSENTIAL EMPLOYEES

EMPLOYEES PROVIDING SERVICES ARE NOT SEPARATED FROM EMPLOYEES NOT PROVIDING SERVICES

NO KNOWN EXCLUSION OF INCREASE IN WAGES

ALL WAGES INCLUDED:  HOURLY, NON-EXEMPT SALARIED & EXEMPT SALARIED EMPLOYEES, AS WELL AS PRE-
EXISTING VACATION SICK & OTHER LEAVE POLICY PAID WAGES

WAGES EXCLUDE WAGES USED FOR OTHER TAX CREDITS AND PPP FORGIVENESS, AS WELL AS WAGES EXEMPT 
FROM SOCIAL SECURITY & MEDICARE TAXES AND TO EMPLOYEES RELATED TO THE EMPLOYER (MORE THAN 50% 
OWNERSHIP IS THE THRESHOLD)
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QUALIFYING WAGES INCLUDED DEPENDS ON EMPLOYER SIZE:
2020:  MORE THAN 100 
2021:  MORE THAN 500 IRS NOTICE 2021-20 FAQ #30-39

12/10/2021

ONLY “GROSS” WAGES PAID TO EMPLOYEES THAT DID NOT PROVIDE SERVICES ARE INCLUDED

ALL EMPLOYEES NOT PROVIDING SERVICES ARE INCLUDED

INCLUDES HEALTH PLAN EXPENSES ALLOCATED PRO RATA TO EMPLOYEE’S WAGES INCLUDED

ESSENTIAL & NON-ESSENTIAL EMPLOYEES DOESN’T CHANGE WHAT WAGES ARE INCLUDED

WAGES TO EMPLOYEES PROVIDING SERVICES ARE NOT WAGES INCLUDED

2020: EXCLUDES RAISES, AND ONLY INCLUDES WAGES EQUIVALENT TO 30 DAYS PRIOR, AS WELL AS PRE-
EXISTING VACATION SICK & OTHER LEAVE POLICY AND WAGES USED FOR OTHER TAX CREDITS & PPP 
FORGIVENESS  2021: SAME EXCEPT WAGES ARE NOT LIMITED TO THE EQUIVALENT TO 30 DAYS PRIOR (PER 
IRS NOTICE 2021-23, PAGE 10) ALSO 2021 HAS EXCEPTION IN IRS NOTICE 2021-49 FOR “SEVERELY 
FINANCIALLY DISTRESSED EMPLOYERS”

INCLUDES HOURLY, NON-EXEMPT SALARIED & EXEMPT SALARIED EMPLOYEES
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WHAT ARE YOU DOING WITH HEALTH 
INSURANCE?  WHAT IS THE GOAL?

THE GOAL IS TO INCREASE THE CREDIT:

You are taking the health insurance cost and converting it into 
compensation either by day or hour,

To then add to the payroll compensation of the 
participating employee to arrive at a TOTAL of qualified 
“wages” for ERTC purposes.

The health insurance cost is included in determining the “tax credit.”

You do need to know wages separate from health insurance cost for 
reporting on Form 941. 
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2020: QUALIFIED WAGES INCLUDES
EMPLOYER PAID HEALTH INSURANCE THAT IS EXCLUDED FROM THE

EMPLOYEES GROSS INCOME, ALLOCATED (PRO RATA) TO THE EMPLOYEE

12/10/2021

AS PRESCRIBED BY THE APPROPRIATIONS ACT, SEC. 206 (RETROACTIVE)

Allowance for certain health plan expenses.–

(i) In general.--Such term shall include amounts paid by the eligible employer to 
provide and maintain a group health plan (as defined in section 5000(b)(1) of the 
Internal Revenue Code of 1986), but only to the extent that such amounts are 
excluded from the gross income of employees by reason of section 106(a)of such 
Code. 

(ii) Allocation rules.--For purposes of this section, amounts treated as wages
under clause (i) shall be treated as paid with respect to any employee (and with 
respect to any period) to the extent that such amounts are properly allocable to 
such employee (and to such period) in such manner as the Secretary may prescribe. 
Except as otherwise provided by the Secretary, such allocation shall be treated as 
properly made if made on the basis of being pro rata among periods of coverage.
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HEALTH INSURANCE COSTS
SEE IRS NOTICE 2021-20
Question 41: May a small eligible employer treat its health plan expenses as qualified wages for 
purposes of the employee retention credit? 

Answer 41: A small eligible employer may treat its health plan expenses paid or incurred, after 
March 12, 2020, and before January 1, 2021, with respect to any employee during any period in a 
calendar quarter in which the employer’s business operations are fully or partially suspended due 
to a governmental order or during a calendar quarter in which the employer experiences a 
significant decline in gross receipts as qualified wages, although only $10,000 per employee for all 
calendar quarters can be taken into account for the employee retention credit. 

Small eligible employers may treat health plan expenses allocable to the applicable periods as 
qualified wages even if the employees are not working and the eligible employer does not pay the 
employees any wages for the time they are not working.
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HEALTH INSURANCE COSTS
SEE IRS NOTICE 2021-20
Question 41: May a small eligible employer treat its health plan expenses as qualified wages for 
purposes of the employee retention credit? 

Answer 41: A small eligible employer may treat its health plan expenses paid or incurred, after 
March 12, 2020, and before January 1, 2021, with respect to any employee during any period in a 
calendar quarter in which the employer’s business operations are fully or partially suspended due 
to a governmental order or during a calendar quarter in which the employer experiences a 
significant decline in gross receipts as qualified wages, although only $10,000 per employee for all 
calendar quarters can be taken into account for the employee retention credit. 

Small eligible employers may treat health plan expenses allocable to the applicable periods as 
qualified wages even if the employees are not working and the eligible employer does not pay the 
employees any wages for the time they are not working.  

See FAQ #42 (See full language in Notice 2021-20:  Large eligible employers may not treat as 
qualified wages health plan expenses allocable to the time the employees are providing services.  
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HEALTH INSURANCE COSTS
SEE IRS NOTICE 2021-20
Question 43: For an eligible employer that sponsors more than one plan for its employees (for 
example, both a group health plan and a health flexible spending arrangement (health FSA)), or 
more than one plan covering different employees, how are the qualified health plan expenses for 
each employee determined? 
Answer 43: The qualified health plan expenses are determined separately for each plan. For each 
plan, those expenses are allocated to the employees who participate in that plan. In the case of 
an employee who participates in more than one plan, the allocated expenses of each plan in 
which the employee participates are aggregated for that employee.

IF YOU HAVE AN EMPLOYER SPONSOERED FULLY-INSURED GROUP HEALTH PLAN (NOT AS COMMON)
SEE FAQ #44
Question 44: For an eligible employer that sponsors a fully-insured group health plan, how are the 
qualified health plan expenses of that plan allocated on a pro rata basis?  

Answer 44:  See IRS Notice 2021-20.  



CALCULATING
PAYROLL &

HEALTH INSURANCE
PER EMPLOYEE
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EXCEL 
SPREADSHEET 
PROVIDED
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EXCEL 
SPREADSHEET 
PROVIDED
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EXCEL 
SPREADSHEET 
PROVIDED



FILING 
PAYROLL
TAX FORMS

• FORM 7200
• FORM 941
• FORM 941-X
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BE SURE TO USE THE RIGHT FORM,
FOR THE RIGHT YEAR
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FORM 941 FOR 2020
FORM 941 FOR 2021

FORM 941-X FOR 2020
FORM 941-X FOR 2021

FORM 7200, SEE LATEST FOR 2021
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FILE FORM 7200
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• THIS IS AN “ADVANCE” OF THE CREDIT

• NOW ONLY AVAILABLE IF YOU ARE A “RECOVERY START UP” FOR ERTC PURPOSES

• THIS CANNOT BE FILED AFTER FORM 941 IS FILED FOR THE QUARTER

• THIS IS SIMPLY LISTED THE ERTC “CREDIT” FOR AN ADVANCE OF THE MONEY

• THIS IS FAXED TO THE IRS

• THE IRS SENDS A PAPER CHECK (ONLY)

• ANY ADVANCE REQUESTED ON FORM 7200 MUST BE REPORTED ON THE APPLICABLE FORM 941

• ON FORM 941 THE CREDIT IS CALCULATED, AND THE ADVANCE REDUCES DOWN ANY AVAILABLE 
CREDIT CARRYOVER OR REFUND REPORTED ON FORM 941
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OVERREPORTED MEANS
YOU OVERPAID YOUR
TAXES PREVIOUSLY &
NOW YOU ARE CLAIMING 
A CREDIT TO REDUCE 
DOWN YOUR TAXES DUE

DO NOT PREPARE THIS
IF YOU ARE NOT
FAMILIAR WITH THIS.
THIS IS SLIDE/SEMINAR
IS NOT SHOWING HOW
TO PREPARE FORM 941-X,
BUT ONLY HIGHLIGHTING
SOME AREAS TO PAY
ATTENTION TO.

143

CARRY CREDIT TO
NEXT QUARTER
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BIGGEST CONCERN IN GETTING ERTC
IN WHICH FORM 941 HAS ALREADY BEEN FILED?

HOW LONG DO I HAVE TO GO BACK AND GET MY MONEY (“CREDIT”)?

WHAT?
IF YOU DIDN’T PREVIOUSLY CLAIM THE ERTC,
YOU HAVE 3 YEARS FROM THE DATE THE ORIGINAL FORM 941 
WAS FILED FOR THAT QUARTER
OR
2 YEARS FROM DATE YOU PAID THE TAX REPORTED ON FORM 941,
WHICHEVER IS LATER.

FORM 941 FOR ANY CALENDAR QUARTER IS DUE BY THE END OF THE FOLLOWING MONTH
1ST QUARTER – JAN, FEB, MARCH – FORM 941 DUE APRIL 30TH

2ND QUARTER – APRIL, MAY, JUNE – FORM 941 DUE JULY 31ST

3RD QUARTER – JULY, AUG, SEPT – FORM 941 DUE OCTOBER 31ST

4TH QUARTER – OCT, NOV, DEC – FORM 941 DUE JANUARY 31ST
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TERMINOLOGY

PPP
vs.

ERTC
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“WAGES”
FOR ERTC PURPOSES

INCLUDE
PAYROLL 

PLUS
QUALIFIED HEALTH INSURANCE

(NET OF ANY AMOUNT PAID BY THE 
EMPOLYEE)
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“WAGES”
FOR PPP PURPOSES

INCLUDE
PAYROLL 

PLUS
QUALIFIED HEALTH INSURANCE,
DENTAL & VISION PAID BY THE 

EMPLOYER (NET OF ANY AMOUNT 
PAID BY THE EMPOLYEE) 
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“MAXIMUM WAGES”
FOR ERTC PURPOSES

IS $10,000.*
THIS INCLUDES BOTH

PAYROLL
&

HEALTH INSURANCE

*Per Annual in 2020
*Per Quarter in 2021 (1ST, 2ND & 3RD Only)
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“MAXIMUM WAGES”
FOR PPP PURPOSES

IS $46,154*
PLUS

EMPLOYER PAID
HEALTH, DENTAL & VISION 

INSURANCE**
*$20,833 FOR 5% OR MORE OWNERS

**THESE INSURANCES ARE EXCLUDED FOR 5% OR MORE OWNERS OF S-CORPORATIONS
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ERTC “WAGES”
ARE BASED ON 

QUALIFYING PERIOD

PPP “WAGES”
ARE BASED ON 

COVERED PERIOD
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ERTC “WAGES”
ARE BASED ON 

INCURRED
DURING THE QUALIFYING PERIOD

PPP “WAGES”
ARE BASED ON 

PAID AND INCURRRED
DURING THE QUALIFYING PERIOD
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ERTC WAGES THAT QUALIFY ONLY INCLUDE 
“THE TIME PERIOD” OF QUALIFYING:

1) ONLY during the period of full or partial suspension of operations 
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.  NOT FOR THE ENTIRE 
QUARTER IN WHICH THIS OCURRED.  THE TIME PERIOD IS ONLY 
DURING SUSPENSION.

2) Experience a significant decline in gross receipts during the 
calendar quarter.  QUALIFYING WAGES FOR THE ENTIRE QUARTER.  
THE TIME PERIOD IS THE ENTIRE QUARTER.
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PPP WAGES THAT QUALIFY ONLY INCLUDE 
THE COVERED PERIOD

THE COVERED PERIOD BEGINS WHEN THE PPP FUNDS ARE DISBURSED, AND 
LASTS UP TO 24 WEEKS (168 DAYS).

THIS IS NOT BASED ON A CALENDAR QUARTERS.

THE BEGINNING PERIOD CANNOT BE ALTERED

WAGES INCLUDED ARE PAID AND INCURRED
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BIGGEST
MISCONCEPTION

WHEN 
CALCULATING 

PPP LOAN 
FORGIVENESS

TOGETHER WITH

EMPLOYEE 
RETENTION TAX 

CREDIT



YOU HAVE TO USE UP PPP BEFORE YOU GET ERTC?
WRONG!

NOT CORRECT!

YOU CAN GET BOTH!

KEY:  CAN’T GET BOTH ON THE SAME WAGES
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HOW TO MAXIMIZE 
PPP LOAN FORGIVENESS AND ERTC

ACHIEVING FULL PPP LOAN FORGIVENESS IS MORE ECONOMICALLY VALUABLE 
◦ PPP LOAN FORGIVENESS ONLY REQUIRES 60% BE USED FOR PAYROLL

◦ HOW MUCH RENT, UTILITIES & QUALIFYING INTEREST IS THERE THAT CAN BE INCLUDED IN PPP LOAN FORGIVENESS?
◦ DETERMINE HOW MUCH PAYROLL YOU ACTUALLY NEED TO GET PPP FORGIVENESS. MAXIMUM THAT CAN BE USED FOR PPP LOAN FORGIVENESS IS 40%

◦ QUALIFYING PAYROLL FOR PPP INCLUDES MORE PAYROLL RELATED COSTS
◦ DENTAL & VISION INSURANCE PAID BY THE EMPLOYER, AND STATE UNEMPLOYMENT TAXES

◦ OWNERS WAGES CAN BE INCLUDED IN PPP, INCLUDED RELATED PARTIES
◦ 5% OR MORE OWNERS LIMITED TO MAX $20,833 WAGES. SPOUSES AND RELATED PARTIES NOT LIMITED TO $20,833

◦ PAYROLL COSTS INCLUDES WAGES PLUS EMPLOYER PAID HEALTH, DENTAL & VISION INSURANCE
◦ MAX WAGES PER EMPLOYEE INCLUDED FOR PPP IS $40,154 ($100,000 / 52 WEEKS x 24 WEEKS) WITH EMPLOYER PAID HEALTH, DENTAIL & VISION IN ADDITION
◦ OWNERS OF S CORPORATIONS DO NOT GET TO INCLUDE THE EMPLOYER PAID HEALTH INSURANCE ON THEMSELVES.  ALSO SEE COMPENSATION LIMIT ABOVE ON 5% OR 

MORE OWNERS
◦ ERTC IS $10,000 MAX PER EMPLOYEE WHEN COMBINING WAGES AND EMPLOYER PAID HEALTH INSURANCE

◦ DEFINE YOUR PPP COVERED PERIOD AND YOUR ERTC QUALIFYING PERIOD

◦ IF ERTC PERIOD EXISTS OUTSIDE OF PPP COVERED PERIOD, CAPTURE THOSE WAGES & EMPLOYER PAID HEALTH INSURANCE FOR ERTC

◦ FOR THE PERIOD OF TIME WHERE THE ERTC QUALIFYING PERIOD OVERLAPS THE PPP COVERED PERIOD
◦ FOR EMPLOYEES THAT TYPICALLY MAKE MORE THAN $10,000 IN WAGES (PLUS EMPLOYER PAID HEALTH INSURANCE), WAGES & EMPLOYER PAID HEALTH INSURANCE 

ABOVE $10,000 CAN BE INCLUDED IN PPP LOAN FORGIVENESS
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ERTC vs. PPP
PPP
◦ DOES NOT REDUCE TAX DEDUCTIONS (NOT INCOME)

◦ COVERED PERIOD: 24 WEEKS

◦ $46,154 MAX PER EMPLOYEE

◦ EMPLOYER PAID HEALTH INSURANCE IN ADDITION TO 
$46,154 MAX WAGES PER EMPLOYEE (EXCEPT 5% OR MORE S CORPORATION OWNERS)

◦ $20,833 MAX FOR 5% OR MORE OWNERS

◦ OWNERS INCLUDED

◦ WAGES TO OWNERS RELATIVES CAN BE INCLUDED

◦ FAMILY ATTRIBUTION & 267c RULES DO NOT APPLY

◦ PAYROLL COSTS INCLUDE EMPLOYER PAID VISION/DENTAL

◦ PPP LOAN FORGIVENESS INCLUDES RENT, UTILITIES & 
INTEREST

ERTC
◦ DOES REDUCE PAYROLL TAX DEDUCTIONS (NOT INCOME)

◦ QUAIFYING PERIOD: GOV’T ORDERS or CALENDAR QTR

◦ $10,000 MAX PER EMPLOYEE

◦ EMPLOYER PAID HEALTH INSURANCE IS NOT IN ADDITION 
TO THE $10,000 MAX PER EMPLOYEE 

◦ $10,000 MAX WAGES FOR 50% OR LESS OWNERS

◦ OWNERS OVER 50% EXCLUDED (IRC SECTION 267c RULES APPLY)

◦ WAGES TO OWNERS RELATIVES CANNOT BE INCLUDED 
FOR MORE THAN 50% OWNERS (IRC SECTION 267c RULES APPLY)

◦ IRC SECTION 267c RULES APPLY TO DETERMINE 
CONSTRUCTIVE OWNERSHIP

◦ PAYROLL COSTS DO NOT INCLUDE EMPLOYER PAID 
VISION/DENTAL

◦ ERTC DOES NOT INCLUDE ANYTHING EXCEPT QUALIFED 
WAGES & EMPLOYER PAID HEALTH INSURANCE
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COMMON QUESTIONS WHEN CALCULATING
PPP LOAN FORGIVENESS AND ERTC

◦ CAN WAGES IN THE SAME PAY-PERIOD BE USED FOR BOTH ERTC & PPP?
◦ YES.  THE SAME EXACT WAGES CANNOT.

◦ CAN WAGES TO A SINGLE EMPLOYEE BE USED FOR BOTH ERTC & PPP IN THE SAME PAY-PERIOD?
◦ YES.  BUT NOT THE SAME EXACT WAGES.

◦ WHAT DOES “EXACT WAGES” MEAN WHEN TRYING TO MAXIMIZE PPP LOAN FORGIVENESS & ERTC?
◦ IF WE WERE TO BREAK AN EMPLOYEE’S WAGES DOWN TO TIME IN THE DAY, THE SAME “TIME” CANNOT BE USED FOR BOTH.

◦ EXAMPLE WOULD BE TO BREAK AN EMPLOYEE’S PAY INTO 15 MINUTE INCREMENTS (EVEN IF SALARIED):
◦ FOR AN 8 HOUR WORK-DAY, 6 HOURS & 45 MINUTES COULD BE USED FOR ERTC… AND 1 HOUR & 15 MINUTES COULD BE USED FOR PPP

◦ HEALTH INSURANCE NEED TO FOLLOW HOW WAGES ARE APPLIED TO EITHER?
◦ NO.
◦ ERTC COULD BE NOTHING BUT WAGES FOR A PARTICULAR EMPLOYEE 
◦ AND ALL THE EMPLOYER PAID HEALTH INSURANCE COULD BE USED FOR PPP LOAN FORGIVENESS PURPOSES
◦ THE KEY IS THAT THE HEALTH INSURANCE “AMOUNT” CAN ONLY BE USED FOR ERTC OR PPP.
◦ YES, SOME OF THE HEALTH INSURANCE CAN BE USED FOR ERTC, AND THE OTHER FOR PPP.

◦ WHAT IF WAGES WERE INCURRED IN QUARTER 1, BUT PAID IN QUARTER 2, WHEN DOES IT COUNT FOR ERTC PURPOSES?
◦ WHEN INCURRED.

◦ WHAT IF WAGES WERE INCURRED IN QUARTER 1, BUT PAID IN QUARTER 2, WHEN DOES IT COUNT FOR PPP PURPOSES?
◦ IRRELEVANT BECAUSE FOR PPP IT IS BASED ON THE COVERED PERIOD, NOT BY QUARTER.  FURTHERMORE, IT IS WAGES PAID AND INCURRED.
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MAXIMIZING ERTC OR PPP? WHAT’S BETTER?
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• TYPICALLY, PPP LOAN FORGIVENESS IS MORE VALUABLE 
ECONOMICALLY THAN THE ERTC

• LET’S DO THE MATH, SHALL WE…
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MAXIMIZING ERTC OR PPP? WHAT’S BETTER?
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• PPP LOAN FORGIVENESS IS

• FREE MONEY DOLLAR FOR DOLLAR OF QUALIFYING PAYROLL COSTS

• NOT GROSS INCOME

• DOES NOT REDUCE DEDUCTIONS (WHICH INCREASES THE TAX SAVINGS)
• TAX-FREE INCOME THAT IS TAX-DEDUCTIBLE
• FURTHER INCREASES THE ECONOMIC BENEFIT AS EACH DOLLAR SAVES TAXES AS WELL (AT TAX RATE)

• $10,000 IN QUALIFYING PAYROLL COSTS (EXCLUDING DENTAL, VISION & GROUP LIFE)
• THE BUSINESS DID NOT USE ITS OWN DOLLARS FOR THIS DEDUCTION*

• SAVES UP TO 37% IN FEDERAL TAXES (MORE IF STATE INCOME TAX EXISTS)
• AT 37% TAX RATE, SAVES $3,700 IN TAXES

• ECONOMIC BENEFIT IS $10,000 + $3,700 – 0* = $13,700
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MAXIMIZING ERTC OR PPP? WHAT’S BETTER?
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• ERTC IS
• FREE MONEY BUT ONLY 70% IN 2021 (50% IN 2020) OF EACH DOLLAR OF QUALIFYING PAYROLL COSTS
• NOT GROSS INCOME
• BUT DOES REDUCE DEDUCTIONS

• THE TAX CREDIT REDUCES DOWN THE WAGES DEDUCTION ON THE INCOME TAX RETURN FOR THE BUSINESS

• $10,000 IN QUALIFYING PAYROLL COSTS 

• IN 2021, NET OF $7,000 TAX CREDIT = $3,000 TAX DEDUCTION (AT 37% TAX RATE, SAVES $1,110 IN TAXES)
• BUSINESS HAD TO SPEND A NET $3,000 IN PAYROLL COSTS FROM BUSINESSES OWN MONEY
• COMPARED TO PPP: ECONOMIC BENEFIT IS $7,000 ERTC + $1,110 TAX SAVINGS – $3,000 NET SPENT= $5,110

• NOT COMPARED TO PPP: $7,000 ERTC SAVED BUSINESS $7,000, BUT THE REDUCTION OF EXPENSES COSTS 
$2,590 IN TAX SAVINGS LOST, WHICH NETS THE ERTC TO $4,410 

• IN 2020, NET OF $5,000 TAX CREDIT = $5,000 TAX DEDUCTION (AT 37% TAX RATE, SAVES $1,850 IN TAXES)
• BUSINESS HAD TO SPEND A NET $5,000 IN PAYROLL COSTS FROM BUSINESSES OWN MONEY
• COMPARED TO PPP: ECONOMIC BENEFIT IS $5,000 ERTC + $1,850 TAX SAVINGS – $5,000 NET SPENT = $1,850

• NOT COMPARED TO PPP: $5,000 ERTC SAVED BUSINESS $5,000, BUT THE REDUCTION OF EXPENSES COSTS 
$1,850 IN TAX SAVINGS LOST, WHICH NETS THE ERTC TO $3,150 
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PPP IS MORE ECONOMICALLY VALUABLE
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• BASED ON $10,000

• THE MATH WOULD WORK THE SAME EVEN IF A LARGER OR SMALLER AMOUNT
• BEING A LOWER TAX BRACKET WILL NOT CHANGE THE OVERALL RESULT OF PPP LOAN FORGIVENESS BEING 

MORE VALUABLE FOR THE SIMPLE FACT THAT THE AMOUNT USED FROM FORGIVEN PPP FUNDS DOES NOT 
REDUCE DOWN THE DEDUCTION AND PROVIDES FOR A DEDUCTION IN ADDITION TO THAT FOR A DOUBLE 
BENEFIT

• PPP
• ECONOMIC BENEFIT IS $13,700

• ERTC 

• IN 2021, COMPARED TO PPP: $5,110

• IN 2020, COMPARED TO PPP: $1,850

168



PPP vs. ERTC
ECONOMIC 

VALUE
BECAUSE PPP FUNDS ARE 
NOT MONIES FROM THE 

BUSINESSES FUNDS, AND IT 
CREATES A TAX DEDUCTION, 

THE FINAL ANALYSIS IS…

PPP FUNDS ARE MORE 
VALUABLE THAN THE ERTC

THE ERTC IS STILL VALUABLE, 
FOR ANY AMOUNT ABOVE 
THE PPP FUNDS FORGIVEN

12/10/2021
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FINAL ANALYSIS:  CHOOSING PPP vs. ERTC
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PRESERVE PPP LOAN FORGIVENESS 

OVER MAXIMIZING THE ERTC!

MEANING, IF YOU HAVE CHOOSE WHAT PAYROLL GETS APPLIED TO,

CHOOSE PPP LOAN FORGIVENESS PURPOSES

NOW YOU KNOW THE PRIORITY BETWEEN PPP & THE ERTC
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ERTC INTERACTION WITH PPP 
EITHER ROUND, EITHER DRAW
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REMEMBER WE DID THE FINAL ANALYSIS:  
CHOOSING PPP vs. ERTC
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PRESERVE PPP LOAN FORGIVENESS 

OVER MAXIMIZING THE ERTC!

MEANING, IF YOU HAVE CHOOSE WHAT PAYROLL GETS APPLIED TO,

CHOOSE PPP LOAN FORGIVENESS PURPOSES

NOW YOU KNOW THE PRIORITY BETWEEN PPP & THE ERTC

172



ERTC INTERACTION WITH PPP 
EITHER ROUND, EITHER DRAW

PER THE
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PER THE SBA: EXCLUDE WAGES USED FOR ERTC 
FROM PPP FORGIVENESS PAYROLL COSTS
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FORM 3508-S (PAGE 4) CASH COMPENSATION: “Do not include qualified wages taken into account in 
determining the Employer Retention Credit”

FORM 3508-EZ (PAGE 6) CASH COMPENSATION:  Same language as above

FORM 3508 (PAGE 10) CASH COMPENSATION:  Same language as above

SBA IFR: Paycheck Protection Program (PPP) as Amended by the Economic Aid Act Effective 1/6/21
(PAGES 58-59):  Payroll costs that are qualified wages taken into account in determining the 

Employer Retention Credit are not eligible for loan forgiveness. 
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ERTC INTERACTION WITH PPP 
EITHER ROUND, EITHER DRAW

PER THE

12/10/2021
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PER THE IRS: AFTER THE APPROPRIATIONS ACT

12/10/2021
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IRS RELEASE OF CHANGES (1/22/2021):

“Under section 206(c) of the Taxpayer Certainty and Disaster Tax Relief Act of 2020, an 
employer that is eligible for the employee retention credit (ERC) can claim the ERC even if the 
employer has received a Small Business Interruption Loan under the Paycheck Protection 
Program (PPP). 

The eligible employer can claim the ERC on any qualified wages that are not counted as 
payroll costs in obtaining PPP loan forgiveness. 

Any wages that could count toward eligibility for the ERC or PPP loan forgiveness can be 
applied to either of these two programs, but not both.”
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BEST 
PRACTICE

1. GET ERTC
2. GET PPP 

LOAN 
FORGIVENSS
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BEST PRACTICE:

REPORT TO IRS, 
FILE WITH IRS

& RECEIVE ERTC FROM IRS

THEN FILE FOR
PPP LOAN FORGIVENESS

WITH WAGES NOT USED FOR ERTC

THIS CONFIRMS YOU DID NOT USE
ERTC WAGES FOR PPP WAGES

WHY?
ONCE YOU FILE FOR PPP LOAN FORGIVENESS,
YOU LOCK (FOREVER) THOSE WAGES TO PPP.

WITH THE ERTC,
YOU CAN AMEND WITH THE IRS TO MAKE CORRECTIONS

(BUT NOT AFTER PPP FORGIVENESS, WITH PPP WAGES)
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CONCLUSION:  PPP LOAN FORGIVENESS NOT APPLIED FOR/NOT RECEIVED

BY REPORTING WAGES TO THE IRS FOR ERTC PURPOSES, 
YOU HAVE ELECTED SUCH WAGES OUT OF PPP FORGIVENESS

THIS WOULD REQUIRE ACTUALLY REPORTING SUCH WAGES TO THE IRS
BEFORE FILING FOR FORGIVENESS

FOR MY CLIENTS, 
WE WILL STILL WAIT TO FILE FOR PPP FORGIVENESS 
UNTIL AFTER THE ERTC IS ACTUALLY RECEIVED 

(i.e. APPROVED BY IRS)
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THE MECHANICS OF ERTC w/ PPP (Expanded)
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• DETERMINE TIME PERIODS FOR BOTH
• ERTC QUALIFYING
• PPP COVERED PERIOD (24 WEEKS)

• GATHER PAYROLL RECORDS FOR ALL PERIODS
• LIST EMPLOYEES PAID DURING ANY OF THE TIME PERIODS ABOVE

• IF APPLICABLE, DETERMINE EMPLOYEES THAT AREN’T EMPLOYED DURING BOTH PERIODS
• IDENTIFY OWNERS

• LIST EMPLOYEE’S COMPENSATION
• LIST ANNUALIZED WAGES BY EMPLOYEE
• LIST WAGES PER PAYROLL PERIOD (AVERAGE IF VARIES) BY EMPLOYEE
• LIST WAGES PER DAY BY EMPLOYEE
• LIST WAGES PER HOUR BY EMPLOYEE

• LIST EMPLOYEE’S HEALTH INSURANCE PAID BY THE BUSINESS (NOTE: PPP INCLUDES DENTAL, VISION & GROUP LIFE)
• LIST HEALTH INSURANCE PER MONTH PER EMPLOYEE
• LIST HEALTH INSURANCE PER PAYROLL PERIOD PER EMPLOYEE
• LIST HEALTH INSURANCE PER DAY PER EMPLOYEE

• DETERMINE PPP FORGIVENESS REQUIREMENTS
• DETERMINE 60% OF PPP FOR MINIMUM AMOUNT NEEDED TO ACHIEVE PPP FORGIVENESS
• DETERMINE AMOUNT OF RENT, UTILITIES, INTEREST AND OTHER ALLOWABLE COSTS DURING COVERED PERIOD
• IDENTITY PAYROLL WHEN PAYROLL ACTUALLY “PAID” DURING THE COVERED PERIOD
• IDENTITY EMPLOYEE’S WITH COMPENSATION IN EXCESS OF $46,153 ANNUALLY ($100,000 / 52 WEEKS X 24 WEEKS = $46,154)
• IDENTITY EMPLOYEE’S RELATED HEALTH INSURANCE COSTS (EXCLUDING DENTAL, VISION AND GROUP LIFE)
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THE MECHANICS OF ERTC w/ PPP (Expanded)

12/10/2021www.JJtheCPA.com DO NOT ACT WITHOUT YOUR ADVISER'S ADVICE & RECOMMENDATION [ALL INFORMATIONAL PURPOSES ONLY] SEE DISCLAIMER ON PAGE 3.  THANKS!

• IDENTIFY THE APPLICABLE WAGES & HEALTH INSURANCE
• IDENTIFY WAGES & HEALTH INSURANCE FOR THE ERTC 
• IDENTIFY WAGES & HELATH INSURANCE FOR PPP FORGIVENESS

• NOTE:  PPP PAYROLL COSTS FOR PPP FORGIVENESS ALSO INCLUDE DENTAL, VISION & GROUP LIFE
• DETERMINE THE MINIMUM AMOUNT OF PAYROLL COSTS NEEDED TO ACHIEVE PPP LOAN FORGIVENESS

• 60% OF THE PPP LOAN (ASSUMING AT LEAST 40% IN RENT, UTILITIES, INTEREST & OTHER ALLOWED EXPENSES)

• THE ANALYSIS BEGINS

• FIRST, BECAUSE LESS WAGES QUALIFY FOR ERTC: $10,000 PER EMPLOYEE IN 2020 AND $10,000 PER QUARTER IN 2021
• FIRST IDENTIFY THE WAGES AVAILABLE FOR ERTC PURPOSES

• THE REMAINING IDENTIFIES THE WAGES THAT REMAIN FOR PPP LOAN FORGIVENESS PURPOSES
• DETERMINE IF THIS IS ENOUGH (WITH DENTAL, VISION & GROUP LIFE ADDED) TO ACHIEVE PPP FORGIVENESS
• ENSURE THAT YOU ARE PULLING WAGES FOR THE ERTC PERIOD, NOT THE JUST THE COVERED PERIOD
• ENSURE THAT THE WAGES USED FOR PPP LOAN FORGIVENESS ARE ONLY IN THE COVERED PERIOD

• IF THERE IS NOT ENOUGH WAGES TO MAXIMIZE THE ERTC AND ACHIEVE PPP LOAN FORGIVENESS, GO OPPOSITE 
• IDENTIFY THE WAGES AVAILABLE FOR PPP LOAN FORGIVENESS

• ENSURE YOU ARE ADDING TO PAYROLL COSTS THE DENTAL, VISION & GROUP LIFE COSTS
• ENSURE YOU ARE TAKING INTO ACCOUNT THE OPPORTUNITY OF USING “PAID AND INCURRED”

• THIS MAY PULL PAYROLLS INTO PPP FORGIVENESS OUTSIDE THE TIME FRAME FOR ERTC PURPOSES
• THE REMAINING WAGES IDENTIFY THE WAGES THAT REMAIN FOR ERTC PURPOSES
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JJ, WHAT DID THAT ALL MEAN IN THE PRIOR SLIDE?

1. DETERMINE THE AMOUNT OF PAYROLL COSTS NEEDED TO ACHIEVE FULL PPP LOAN FORGIVENESS

2. CALCULATE WAGES PER EMPLOYEE

3. CALCULATE ERTC TO DETERMINE WAGES USED DURING QUALIFIED PERIOD OF TIME FOR ERTC

4. CALCULATE PPP LOAN FORGIVENESS WITH REMAINING WAGES IN COVERED PERIOD TO DETERMINE IF ENOUGH 
WAGES LEFT TO ACHIEVE FULL-FORGIVENESS

5. IF NOT ENOUGH PAYROLL COSTS TO ACHIEVE FULL PPP FORGIVENESS, STRATEGICALLY PULL WAGES FROM ERTC
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WHY CALCULATE ERTC BEFORE PPP FORGIVENESS?
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WHY CALCULATE ERTC FIRST?  

LESS WAGES ARE POTENTIALLY ELIGIBLE ($10,000 PER EMPLOYEE PER PERIOD ALLOWED)
& IN 2021 POTENTIALLY LESS TIME PERIOD TO USE WAGES (PER QUARTER OR GOV’T SHUTDOWN)

WHY CALCULATE PPP LOAN FORGIVENESS AFTER ERTC? 

MORE WAGES ARE ALLOWED FOR PPP ($100,000 / 52 WEEKS X 24 WEEKS = $46,154)
& OWNERS, SPOUSES & RELATED INDIVIDUALS ARE INCLUDED
& PAYROLL COSTS INCLUDE DENTAL, VISION & GROUP LIFE, AS WELL AS STATE UNEMPLOYMENT TAX
& ONLY 60% OF PPP LOAN FORGIVENESS NEEDS TO BE PAYROLL COSTS

(ASSUMING THERE IS AT LEAST 40% IN RENT, UTILITIES, INTEREST & OTHER ALLOWED EXPENSES

WHAT IF I RUN SHORT ON ACHIEVING FULL PPP LOAN FORGIVENESS?
IF ERTC USES TOO MUCH PAYROLL COSTS, THEN GO BACK AND PULL PAYROLL COSTS FROM ERTC TO APPLY 
TO PPP LOAN FORGIVENESS
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ERTC & PPP LOAN FORGIVENESS
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EMPLOYERS THAT HAVE RECEIVED PPP FORGIVENESS
WE ARE ALLOWED TO GO BACK TO THE PPP LOAN FORGIVENESS APPLICATION AND PULL OUT 
PAYROLL INCLUDED THAT IS IN EXCESS OF PAYROLL COSTS NEEDED TO ACHIEVE PPP LOAN 
FORGIVENESS.   THEREFORE, FOR EXAMPLE:

PPP LOAN WAS $100,000

TO ACHIEVE FULL FORGIVENESS, ONLY 60% IN PAYROLL COSTS IS NEEDED or $60,000

THE BORROWER ALSO LISTED $40,000 IN RENT, UTILITIES & INTEREST

ON THE PPP LOAN FORGIVENESS APPLICATION $180,000 WAS LISTED AS PAYROLL COSTS

BECAUSE ONLY $60,000 WAS REQUIRED TO ACHIEVE FULL FORGIVENESS, THE AMOUNT OF PAYROLL 
COSTS NOT NEEDED TO ACHIEVE FULL PPP LOAN FORGIVENESS CAN BE ELIGIBLE FOR ERTC PURPOSES

THIS DOES NOT REQUIRE AN AMENDED PPP LOAN FORGIVENESS APPLICATION BE FILED (WHICH 
PRESENTLY IS NOT POSSIBLE FOR THESE PURPOSES)
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AGAIN,
WHY CALCULATE ERTC BEFORE PPP FORGIVENESS?
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PPP LOAN FORGIVENESS ALLOWS FOR 

MORE PAYROLL PER EMPLOYEE

EXCLUDES LESS EMPLOYEES

INCLUDES ADDITIONAL EXPENSES IN THE PAYROLL COSTS

60% REQUIREMENT

MORE WAGES ARE ALLOWED FOR PPP ($100,000 / 52 WEEKS X 24 WEEKS = $46,154)
& OWNERS, SPOUSES & RELATED INDIVIDUALS ARE INCLUDED
& PAYROLL COSTS INCLUDE DENTAL, VISION & GROUP LIFE, AS WELL AS STATE UNEMPLOYMENT TAX
& ONLY 60% OF PPP LOAN FORGIVENESS NEEDS TO BE PAYROLL COSTS

(ASSUMING THERE IS AT LEAST 40% IN RENT, UTILITIES, INTEREST & OTHER ALLOWED EXPENSES
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FOR ALL THE INFORMATION ON PPP 
GO TO

www.SBA.gov/PPP

Link on the seminar webpage





CONSOLIDATED APPROPRIATIONS ACT

12/10/2021

Page 4927 SEC. 206. Employee Retention Credit (ERTC)

Page 4929 New provisions related to taking ERTC & receiving PPP (can get both now)

Page 4932 ERTC Retroactive, report in quarter after the enactment date (4th quarter)

Page 4933 SEC. 207. Extension & modification to ERTC 
70% of eligible wages, up to $10,000 per employee, per quarter
Extended to quarters 1 & 2 in 2021 (before 7/1/2021)

CARES ACT &
CONSOLIDATED APPROPRIATIONS ACT

FIND FULL TEXT AT LINK PROVIDED
Pages listed are to the pdf containing the Act, and are the starting page to the section

www.JJtheCPA.com DO NOT ACT WITHOUT YOUR ADVISER'S ADVICE & RECOMMENDATION [ALL INFORMATIONAL PURPOSES ONLY] SEE DISCLAIMER ON PAGE 3.  THANKS!

CARES ACT
Page 67 SEC. 2310

195



12/10/2021

www.JJtheCPA.com DO NOT ACT WITHOUT YOUR ADVISER'S ADVICE & RECOMMENDATION [ALL 
INFORMATIONAL PURPOSES ONLY] SEE DISCLAIMER ON PAGE 3.  THANKS! 196



APPROPRIATIONS CONSOLIDATION ACT
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SEC. 206. CLARIFICATIONS AND TECHNICAL IMPROVEMENTS TO CARES ACT 
EMPLOYEE RETENTION CREDIT.

(b) Modification of Treatment of Health Plan Expenses.--Section 
2301(c) of the CARES Act is amended--

(1) by striking subparagraph (C) of paragraph (3), and
(2) in paragraph (5)--

(A) by striking ``The term'' and inserting the following:
``(A) In general.--The term'', and
(B) by adding at the end the following new 

subparagraph:
``(B) Allowance for certain health plan expenses.--

``(i) In general.--Such term shall include amounts paid by the eligible employer to 
provide and maintain a group health plan (as defined in section 5000(b)(1) of the Internal 
Revenue Code of 1986), but only to the extent that such amounts are excluded from the gross 
income of employees by reason of section 106(a)of such Code.

``(ii) Allocation rules.--For purposes of this section, amounts treated as wages under 
clause (i) shall be treated as paid with respect to any employee (and with respect to 
any period) to the extent that such amounts are properly allocable to such employee (and to 
such period) in such manner as the Secretary may prescribe. Except as otherwise provided by 
the Secretary, such allocation shall be treated as properly made if made on the basis of being 
pro rata among periods of coverage.''.
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SEC. 206. CLARIFICATIONS AND TECHNICAL IMPROVEMENTS TO CARES ACT 
EMPLOYEE RETENTION CREDIT.

(c) Improved Coordination Between Paycheck Protection Program and 
Employee Retention Tax Credit.--

(1) Amendment to paycheck protection program.--Section 7A(a)(12) of the Small Business Act, as redesignated, 
transferred, and amended by the Economic Aid to Hard-Hit Small Businesses, Nonprofits, and Venues Act, is 
amended by adding at the end the following: ``Such payroll costs shall not include qualified wages taken into 
account in determining the credit allowed under section 2301 of the CARES Act or qualified wages taken into 
account in determining the credit allowed under subsection (a) or (d) of section 303 of the Taxpayer Certainty 

and Disaster Relief Act of 2020.''.
(2) Amendments to employee retention tax credit.--

(A) In general.--Section 2301(g) of the CARES Act is amended to read as follows:
``(g) Election to Not Take Certain Wages Into Account.--

``(1) In general.--This section shall not apply to so much of the qualified wages paid by an eligible 
employer as such employer elects (at such time and in such manner as the Secretary may prescribe) to 
not take into account for purposes of this section.
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SEC. 206. CLARIFICATIONS AND TECHNICAL IMPROVEMENTS TO CARES ACT 
EMPLOYEE RETENTION CREDIT.

``(2) Coordination with paycheck protection program.—The Secretary, in consultation with the Administrator of 
the Small Business Administration, shall issue guidance providing that payroll costs paid during the covered 
period shall not fail to be treated as qualified wages under this section by reason of an election under 
paragraph (1) to the extent that a covered loan of the eligible employer is not forgiven by reason of a 
decision under section 7A(g) of the Small Business Act. Terms used in the preceding sentence which are also 
used in section 7A of the Small Business Act shall have the same meaning as When used in such section.''.

(B) Conforming amendments.--
(i) Section 2301 of the CARES Act is amended by striking subsection (j).
(ii) Section 2301(l) of the CARES Act is amended by striking paragraph (3) and by 
redesignating paragraphs (4) and (5) as paragraphs (3) and (4), respectively.
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(a) Extension.--
(1) In general.--Section 2301(m) of the CARES Act is amended by striking ``January 1, 2021'' and inserting 

``July 1, 2021''.
(2) Conforming amendment.--Section 2301(c)(2)(A)(i) of the CARES Act is amended by striking ``during 

calendar year 2020'' and inserting ``during the calendar quarter for which the 
credit is determined under subsection (a)‘’.

(b) Increase in Credit Percentage.--Section 2301(a) of the CARES Act is amended by striking ``50 percent'' and inserting 
``70 percent‘’.

(c) Increase in Per Employee Limitation.--Section 2301(b)(1) of the CARES Act is amended by striking ``for all calendar 
quarters shall not exceed $10,000'' and inserting ``for any calendar quarter shall not exceed $10,000''.
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(d) Modifications to Definition of Eligible Employer.--
(1) Decrease in reduction in gross receipts necessary to Qualify as eligible employer.--

(A) In general.--Section 2301(c)(2)(A)(ii)(II) of the CARES Act is amended to read as follows:
``(II) the gross receipts (within the meaning of section 448(c) of the              

Internal Revenue Code of 1986) of such employer for such calendar quarter are 
less than 80 percent of the gross receipts of such employer for the same 
calendar quarter in calendar year 2019.''.

(B) Application to employers not in existence in 2019.--Section 2301(c)(2)(A) of the CARES Act, as 
amended by subparagraph (A), is amended by adding at the end the following new flush 
sentence:
``With respect to any employer for any calendar quarter, if such employer was not in 
existence as of the beginning of the same calendar quarter in calendar year 2019, clause 
(ii)(II) shall be applied by substituting `2020' for `2019'.‘’. 

(2) Election to determine gross receipts test based on prior quarter.--
(A) In general.--Subparagraph (B) of section 2301(c)(2) of the CARES Act is amended to read as 

follows:
``(B) Election to use alternative quarter.--At the election of the employer--

``(i) subparagraph (A)(ii)(II) shall be applied--
``(I) by substituting `for the immediately preceding calendar quarter' 
for `for such calendar quarter', and
``(II) by substituting `the corresponding calendar quarter in                     
calendar year 2019' for `the same calendar quarter in calendar year 
2019, and

``(ii) the last sentence of subparagraph (A) shall be applied by substituting 
`the corresponding calendar quarter in calendar year 2019' for `the 
same calendar quarter in calendar year 2019'.
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(e) Modification of Determination of Qualified Wages.--
(1) Modification of threshold for treatment as a large employer.--Section 2301(c)(3)(A) of the CARES Act is 

amended by striking ``100'' each place it appears in clauses (i) and (ii) and inserting ``500''.
(2) Elimination of limitation.--Section 2301(c)(3) of the CARES Act is amended--

(A) by striking subparagraph (B), and
(B) by striking ``Such term'' in the second sentence of subparagraph (A) and inserting the 

following:
``(B) Exception.--The term `qualified wages'‘’.

(f) Denial of Double Benefit.--Section 2301(h) of the CARES Act is amended--
(1) by striking paragraphs (1) and (2) and inserting the following:
``(1) Denial of double benefit.--Any wages taken into account in determining the credit allowed under this 

section shall not be taken into account as wages for purposes of sections 41, 45A, 45P, 45S, 51, and 
1396 of the Internal Revenue Code of 1986.''.

(2) by redesignating paragraph (3) as paragraph (2).
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(i) Public Awareness Campaign.--Section 2301 of the CARES Act is 
amended by adding at the end the following new subsection:

``(n) Public Awareness Campaign.--
``(1) In general.--The Secretary shall conduct a public 

awareness campaign, in coordination with the Administrator of 
the Small Business Administration, to provide information 
regarding the availability of the credit allowed under this 
section.

``(2) Outreach.--Under the campaign conducted under 
paragraph (1), the Secretary shall--

``(A) provide to all employers which reported not 
more than 500 employees on the most recently filed 
return of applicable employment taxes a notice about 
the credit allowed under this section and the 
requirements for eligibility to claim the credit, and

``(B) not later than 30 days after the date of the 
enactment of this subsection, provide to all employers 
educational materials relating to the credit allowed 
under this section, including specific materials for 
businesses with not more than 500 employees.''.
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ATTENDANCE FORM
SUBMISSION WITHIN 48 HOURS IS REQUIRED TO OBTAIN 

CPE
Email to help@jjthecpacpe.com

This form proves you attended the course during the live 
presentation

YOU MUST ATTEND DURING THE LIVE PRESENTATION
AND SUBMIT BY EMAIL THIS REQUIRED 

"ATTENDANCE FORM"
WITHIN 48 HOURS TO RECEIVE CPE CREDIT.

YOU WILL NOT RECEIVE CPE CREDIT WITHOUT 
SUBMITTING THIS FORM

AS SEEN ON THE WEBPAGE

mailto:help@jjthecpacpe.com


#JJtheCPA

THANK YOU SO MUCH
FOR ATTENDING!

HOPE TO SEE
YOU AT ANOTHER

ONE SOON!
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