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Gene has been in public accounting for over 30
years
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* Tax strategies, tax incentives and entitlements

* Business consulting and litigation support




tmae® (11l

Technology & Manufacturin

Paul Wilkin, CPA - Manager

Paul has been in public accounting for over 30
years

Specialties:

* Small to medium-sized businesses,
established companies, and start-ups
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Employee Retention Credit (ERC) — Purpose and Availability

e The ERCis a refundable payroll tax credit aimed at assisting employers keeping
their employees employed through COVID-19.

e The ERC was originally enacted in the CARES Act. It applies to qualified wages
paid after 3/12/20 and before 1/1/21.

e The Consolidated Appropriations Act (“CAA”) expanded the credit to the first two
qguarters of 2021.

e The American Rescue Plan Act (“ARPA”) extended the credit all the way through
the end of 2021.
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Employee Retention Credit - Amount

e For 2020:

» 50% of qualified wages paid to the employee, plus the cost to continue providing health
benefits to the employee.

» Maximum credit is $10,000 in qualified wages x 50% tax credit rate = $5,000 for whole year.

e For 2021:

» 70% of qualified wages paid to the employee, plus the cost to continue providing health
benefits to the employee.

» Maximum credit is $10,000 in qualified wages x 70% tax credit rate = $7,000 per quarter.

» Maximum potential credit for 2021 is $28,000 per employee.
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Employee Retention Credit - Eligibility

e Business operations that are either fully or partially suspended by a COVID-19
governmental order, OR

e For 2020: Gross receipts for any quarter are less than 50% of gross receipts for
the same quarter in 2019.

e For 2021: Gross receipts for a quarter in 2021 are less than 80% of gross receipts
for the same quarter in 2019. Employer may also choose to compare the
immediately preceding quarter to the same quarter in 2019.

e Eligibility continues until the quarter following the quarter where gross receipts
exceed 80% of gross receipts for the same quarter in 2019.
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Partially Suspended

e Facts and circumstances test.
e Non-essential businesses may have been required to suspend operations.

e Even an essential business may qualify if more than a nominal portion of its
business operations (greater than 10% of total gross receipts) are/were
suspended by a governmental order.

e Can include if suppliers were not able to make deliveries of critical goods or
materials due to governmental order causing them to suspend operations.

e Does not include customers not purchasing products or services.



Employee Retention Credit — tma e® l{'(l
Governmental Order

e Federal government or any state or local government.

e Must limit commerce, travel or group meetings (for commercial, social, religious
or other purposes) due to COVID-19.

e Must relate to suspension of operations of trade or business.

e Statements from a government official, including comments made during press
conferences or media interviews, do not rise to the level of a governmental order

for purposes of ERC.
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Employee Retention Credit — “Qualified Wages’

e If due to suspension of operations, only wages paid during the period of
suspended operations are qualified.

e If due to gross receipts test, there is a large employer threshold:

For 2020 — 100 employees
For 2021 — 500 employees
If over the threshold, then only wages paid to employees who are not working are qualified wages.

If under or at the threshold, then all wages paid are qualified wages.
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For 2021, all affiliated companies with more than 50% common ownership are aggregated in
determining the 500 employee limit.
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Employee Retention Credit - Eligibility

e Coordination with PPP:

>
>
>

Major change made by CAA.
Previously, companies that received PPP were not eligible for the credit.

CAA changed this, so that now a company can receive PPP and also take the
credit.

Change is retroactive to 2020, so some companies may want to consider
amending their payroll tax returns.

Wages counted toward PPP spending cannot be counted for ERC.

Essentially, if you have more payroll costs than needed for PPP, you may want
to consider also taking the ERC.
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Employee Retention Credit - Eligibility

e Coordination with PPP:

» For 2021, consider holding off applying for PPP or using funds right away.
» Keep PPP funds in a segregated account for easy identification.
>

For PPP forgiveness take advantage of the expanded covered and eligible use
of PPP funds for non-payroll costs. Keep in mind that at least 60% of your PPP

forgiveness must be used for payroll costs.



Employee Retention Credit —
Considerations
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Credit creates taxable income, by reducing deductible wage expense.
ERC is claimed on Form 941. If the amount of the credit exceeds the tax deposit

for any payroll, the company can use Form 7200 to get an advance payment from

the IRS.

Company can file 941-X to amend 2020 payroll tax returns to recover the credit.
e Coordination with your payroll provider is essential.
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Employee Retention Credit — Claiming on Payroll Tax Returns
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For a detailed tool that you can use to track your costs, plan
your spending and calculate your ERC, contact us.
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ACCOUNTANTS
CONSULTANTS
ADVISORS




Thank you for attending! === &=

Questions?

Gene Barinholtz, CPA Paul Wilkin, CPA
gbarinholtz@krdcpas.com pwilkin@krdcpas.com
847-278-4347 847-278-4374




