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ACE Seminars – frequent flier miles

• April 2020 – Revised 2Q Form 941 for FFCRA and ERC

• October 2020 – Revised 3Q Form 941 for employee 6.2% deferral

• April 2021 – ERC and PPP revisited, with 2020 Form 941-X

• July 2021 – Form 941 (June revision for 2Q, 3Q and 4Q)
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Covid relief on Form 941 – Year 1 (2020)

• Families First Coronavirus Response Act (March 2020)

– FFCRA sick and family leave credits

• CARES Act (March 2020)

– Employee Retention Credit

– Deferral of 6.2% employer’s share of Social Security 
through the end of 2020
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Covid relief on Form 941 – Year 2 (2021)

• Taxpayer Certainty and Disaster Tax Relief Act (Dec 2020)

– Extended FFCRA through 1Q

– Extended and expanded ERC through 1Q and 2Q

• American Rescue Plan Act of 2021 (March 2021)

– Revised and expanded sick & family leave for 2Q and 3Q

– ERC for wages paid in 3Q and 4Q

– New COBRA Assistance Credit 2Q and 3Q
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Three health insurance provisions of ARPA

• Retroactive to 2020:  People who received advance payments of the premium tax credit 
were not required to pay it back, regardless of their 2020 income

• COBRA Premium Assistance Credit for April 1 through September 30, 2021

• Starting July 1, 2021:  Anyone who was approved for unemployment benefits or who 
actually received benefits at any point in 2021 is eligible for $0 premium on a silver 
Marketplace plan

– The no-cost coverage is available through the end of 2021

– There are no income limits on this coverage, just the unemployment requirement 

– The August 15 deadline applies to enrollments for this free coverage, the same as the other 
Marketplace Special Enrollment deadline.
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COBRA premium assistance

• The ARPA provides for COBRA premium assistance to help assistance-
eligible individuals continue their health benefits

• The premium assistance is also available for continuation coverage under 
certain state laws (mini-COBRA)

• Assistance-eligible individuals are not required to pay their COBRA 
continuation coverage premiums

• The premium assistance applies to periods of health coverage  April 1 
through September 30, 2021

• An employer or plan paying the COBRA premiums may claim a refundable 
credit against Medicare Tax for 100% of the amount of the premium 
assistance
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COBRA – General Overview

• The Consolidated Omnibus Budget Reconciliation Act of 1985 (COBRA) mandates 
an insurance program which gives some employees the ability to continue health 
insurance coverage after leaving employment 

• COBRA does not apply to businesses with fewer than 20 employees, but the 
majority of states have stepped in with state health insurance continuation laws, 
sometimes called "mini-COBRA" laws, which apply in these cases.

• COBRA imposes an excise tax upon employers whose health plan fails to satisfy 
applicable DOL rules
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COBRA – Overview continued

• Among the "qualifying events" for COBRA are loss of coverage due to 
1. Death of the covered employee 

2. Loss of eligibility due to voluntary or involuntary termination or a reduction in hours 
as a result of resignation, discharge, layoff, strike or lockout, medical leave, or 
slowdown in business operations (but not discharge for "gross misconduct“)

3. Divorce or legal separation that terminates the ex-spouse's eligibility for benefits 

4. A dependent child reaching the age at which he or she is no longer covered

o Under Affordable Care Act, generally end of the year in which child turns 26

• COBRA allows for coverage for up to 18 months in most cases
• COBRA does not apply if coverage is lost because the employer has terminated the 

plan altogether or because the employer has gone out of business
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Assistance-eligible Individuals

• Individuals may be eligible for premium assistance if they are 
eligible for and elect COBRA continuation coverage because 
of their own or a family member’s reduction in hours or an 
involuntary termination of employment

• Premium assistance is generally available for continuation 
coverage under the Federal COBRA provisions, as well as for 
group health insurance coverage under comparable state 
continuation coverage (“mini-COBRA”) laws

• Assistance is for coverage April 1 through September 30, 2021

Assistance-eligible Individuals

• If an individual originally declined to take COBRA continuation 
coverage, or elected COBRA and later discontinued it, he or she may 
have another opportunity to elect COBRA continuation coverage and 
receive the premium assistance, so long as the original maximum 
period for COBRA eligibility has not yet expired

• DOL FAQ’s about COBRA Premium Assistance

• https://www.dol.gov/sites/dolgov/files/EBSA/about-ebsa/our-
activities/resource-center/faqs/cobra-premium-assistance-under-
arp.pd
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Assistance-eligible Individuals

• All assistance-eligible individuals covered under the same 
COBRA plan are counted as one individual

• Premium assistance is excludible from the recipient’s gross 
income 

• If the AEI pays all or part of any COBRA premium that is eligible 
for premium assistance, the individual must be reimbursed no 
later than 60 days after the date that the individual elects 
assistance-eligible COBRA coverage
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Assistance-eligible Individuals

An assistance-eligible individual is a COBRA qualified beneficiary who is 
eligible for COBRA continuation coverage during the period from April 1 
through September 30, 2021 by reason of a qualifying event that is a 
reduction in hours such as —

– Reduced hours due to change in a business’s hours of operations

– A change from full-time to part-time status

– Taking of a temporary leave of absence

– An individual’s participation in a lawful labor strike

as long as the individual remains an employee at the time that hours are 
reduced) or an involuntary termination of employment (not including a 
voluntary termination) occurs; and elects COBRA continuation coverage
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Assistance-eligible Individuals

• The assistance-eligible individual will not receive a payment of the premium 
assistance

• Instead, assistance-eligible individuals do not have to pay any of the 
COBRA premium for the period of coverage from April 1, 2021 through 
September 30, 2021

• The premium is reimbursed directly to the employer, plan administrator, or 
insurance company through a 100% COBRA premium assistance credit

• In general, individuals who are eligible for COBRA continuation coverage 
have 60 days after the date that they initially receive their COBRA election 
notice to elect COBRA continuation coverage
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Assistance-eligible Individuals

• An individual is not eligible for the premium assistance if he or she is  
eligible for other group health coverage, such as through a new 
employer’s plan or a spouse’s plan, or if the individual is eligible for 
Medicare

• If the individual was covered by an employment-based group health 
plan on the last day of employment or reduction in hours causing a 
loss of coverage, the plan or issuer should provide the insured and his 
or her beneficiaries with a notice of eligibility to elect COBRA 
continuation coverage
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FFCRA sick and family leave
• In 2020, employers with fewer than 500 employees were required to provide sick 

and family leave to employees with qualifying needs related to the coronavirus: 

– Up to 2 weeks of paid sick leave (EPSLA)

– Up to 10 weeks of family and medical leave (EFMLEA)

• DOL enforced this requirement, including that the employee must be allowed to 
return to work at the end of the leave

• For 2021, employer may optionally provide sick and family leave

• For 2Q and 3Q 2021, ARPA expanded sick and family leave qualifying conditions 
expanded to include a day off to get vaccinated, and days off if experiencing side 
effects.
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Emergency Paid Sick Leave
Under Emergency Paid Sick Leave Act employee receives their regular pay rate for 80 
hours over a two-week period subject to a maximum of $511 per day (up to $5,110 
total) if at least one of the following three conditions applies:

1. The employee is subject to a federal, state, or local quarantine or isolation 
order related to Covid-19

2. The employee has been advised by a health care provider to self-quarantine 
due to concerns related to Covid-19

3. The employee is experiencing symptoms of Covid-19 and is seeking a medical 
diagnosis as to whether he or she has Covid-19
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Emergency Paid Sick Leave, continued
If condition 4, 5 or 6 applies, employee receives two-thirds of their regular pay rate 
up to a maximum $200 per day (up to $2,000 total) in sick leave for 80 hours over a 
two-week period: 

4. The employee is caring for an individual who is subject to an order as 
described in (1) or has been advised as described in (2) on the previous slide

5. The employee is caring for their child if the school or place of care has been 
closed or the childcare provider of such child is unavailable due to Covid-19

6. The employee is experiencing any other substantially similar condition 
specified by the secretary of health and human services in consultation with 
the Secretaries of Treasury and Labor
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Emergency Paid Family Leave
• Employee may receive up to 12 weeks of paid family leave where employee is unable to 

work or telecommute because:

– The employee is caring for their son or daughter whose school or place of care is closed due to the 
Covid-19 emergency, 

– The childcare provider of the employee’s child is unavailable due to the Covid-19 emergency

• The first 10 days of the employee’s leave may consist of unpaid leave, or this period has 
been covered under the 2 weeks of FFCRA paid sick leave

• The rate of pay for paid family leave is capped at two-thirds of the regular pay rate up to 
$200 per day or $10,000 in the aggregate
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Sick and family leave employer credit
• The sick leave credit is capped at $511/day for qualifying events 1-3 and 

$200/day for qualifying events 4-6

• The family leave credit is capped at $200/day

• Employer credits also includes allocable qualified health plan expenses, and 
employer portion of Medicare tax

• For all of 2020 and 1Q 2021:

– Employer is not subject to the employer portion of Social Security tax for Covid-19 related 
sick and family leave wages

• For 2Q and 3Q 2021:

– Employer pays Social Security tax as usual, but gets a credit for this portion as well
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ARP Reset Maximums for Sick Pay and Family 
Leave Pay Credits

• The ARP reset the maximum paid sick leave and family leave 
payments employers can provide to their employees

• If an employer claimed the maximum credit for an employee for wages 
it paid to the employee from April 1, 2020, through March 31, 2021, a 
new opportunity to qualify for the credit will exist for wages the 
employer paid to that same employee from April 1, 2021, through 
September 30, 2021

• Family leave is no longer subject to the first two weeks being unpaid, 
so that the maximum amount of the payroll tax credit for family leave 
increased from $10,000 to $12,000 per employee
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Qualifying Circumstances Relating to Paid Sick 
Leave Expanded Through September 30, 2021

Employee eligibility for paid sick leave and family leave was expanded to 
include the following:

– Employee seeking or awaiting the results of a test for or a diagnosis of 
COVID-19 because they were exposed to COVID-19 or the employer requested 
the test or diagnosis

– Employee obtaining the COVID-19 vaccine

– Employee recovering from any injury or condition related to immunization
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Qualifying Circumstances Relating to Paid Sick 
Leave Expanded Through September 30, 2021
• The FFCRA provided that family leave was only available because 

of childcare concerns related to COVID-19

• The ARP expanded the reasons that qualified to include all those 
available under paid sick leave:

– Subject to quarantine order

– Experiencing COVID-19 symptoms and seeking medical diagnosis

– Caring for someone subject to a COVID-19 quarantine order or advised to 
quarantine

– Any of the new qualifying reasons relating to testing and vaccinations
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Reporting Paid Sick Leave and Family Leave –
Notice 2020-54

• The IRS requires an employer to report the qualified sick and family 
leave payments it made to employees in box 14 of Form W-2 or in a 
separate statement 

• Employers must separately state:

1. The total amount of qualified sick leave wages paid because the employee was 
quarantined or diagnosed with COVID-19

2. The total amount of qualified sick leave wages paid because the employee was 
caring for someone sick with COVID-19

3. The total amount of qualified family leave wages paid

23

IRS recommended language for W-2

• Included in Box 14, if applicable, are amounts paid to you as qualified sick leave wages or qualified 
family leave wages under the Families First Coronavirus Response Act. Specifically, up to three types 
of paid qualified sick leave wages or qualified family leave wages are reported in Box 14:

• Sick leave wages subject to the $511 per day limit because of care you required;

• Sick leave wages subject to the $200 per day limit because of care you provided to another; and

• Emergency family leave wages.

• If you have self-employment income in addition to wages paid by your employer, and you intend to 
claim any qualified sick leave or qualified family leave equivalent credits, you must report the qualified 
sick leave or qualified family leave wages on Form 7202, Credits for Sick Leave and Family Leave for 
Certain Self-Employed Individuals, included with your income tax return and reduce (but not below 
zero) any qualified sick leave or qualified family leave equivalent credits by the amount of these 
qualified leave wages. If you have self-employment income, you should refer to the instructions for your 
individual income tax return for more information
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Relief Act ERC changes 2021

• ERC extended through 1Q and 2Q 2021 by Relief Act, 
and then 3Q and 4Q by ARPA

• 70% credit against up to $10,000 in wages per 
employee per quarter

• Substantial reduction in gross receipts means 
greater than 20% from the same calendar quarter in 
2019 (or 2020 if no comparable 2019 quarter)

• Option to test gross receipts on immediately 
preceding quarter

 e.g. 4Q 2020 as compared to 4Q 2019 can be the measure 
for 1Q 2021
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Taxpayers can claim both PPP loan forgiveness 
and the ERC

• The Relief Act retroactively eliminated the CARES Act rule that 
businesses could not both receive a PPP loan and claim the ERC, 
though the business cannot count the same wages for PPP loan 
forgiveness and the ERC

• Notice 2021-20 provides guidance on how employers can elect 
out of claiming the ERC so that the wages can count towards PPP 
loan forgiveness 
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Small versus Large Employer – 2021

• Relief Act expanded the definition of “small 
employer” from 100 or fewer full‐time employees 
(2020) to 500 or fewer full‐time employees (2021)

• Headcount is measured as number of employees 
working 30 hours per week or more in 2019

• Aggregation rules apply among related entities

• For eligible small employer, all wages are qualifying 
wages

• For eligible large employer, qualifying wages are only 
wages paid while the employee is not providing 
services
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Eligible Employer

• The ERC is available only to an eligible employer, 
which is any employer carrying on a trade or 
business during calendar year 2021, and, with 
respect to any calendar quarter, for which: 

(1) the operation of the trade or business carried on 
during calendar year 2021 was fully or partially 
suspended 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, or 

(2) such calendar quarter is within the period in which 
the employer had a significant decline in gross receipts
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Measuring a decline in gross receipts for 2021

• For 2021, the benchmark for a decline in gross 
receipts continues to be the comparable quarter in 
2019

• If the employer was not in existence as of the 
beginning of the same calendar quarter in 2019, 
then CARES Act is applied by substituting “2020” 
for “2019” 

• Accordingly, if an employer was not in existence 
as of the beginning of 1Q 2019, that employer 
generally determines whether the decline in gross 
receipts test is met in 1Q 2021 by comparing its 
gross receipts for the quarter to its gross receipts 
in 1Q 2020 29

Definition of qualified wages

• Qualified wages are wages and compensation paid by an eligible 
employer to employees after 3/12/2020 and before 1/1/2021

• Qualified wages include the eligible employer’s qualified health plan 
expenses that are properly allocable to the wages

• The definition of qualified wages depends, in part, on the average 
number of full-time employees employed by the eligible employer 
during 2019
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Definition of qualified wages
• If the eligible employer averaged 100 or fewer full-time employees in 

2019 (last year), qualified wages are the wages paid to any employee
during any period of economic hardship

• If the eligible employer averaged more than 100 full-time employees in 
2019, qualified wages are the wages paid to an employee for time that 
the employee is not providing services due to either 

1) A full or partial suspension of operations by order of a governmental authority 
due to Covid-19, or 

2) A significant decline in gross receipts
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Wages paid to related individuals

• The CARES Act also provides that rules similar to the 
rules of §51(i)(1) (Work Opportunity Credit) apply for 
purposes of the ERC

• Wages paid to “related individuals” within the meaning of 
§51(i)(1) may not be taken into account for determining 
the ERC

• Similarly, the CARES Act provides that an employee will 
not be included for purposes of computing the ERC for 
any period that an employer is allowed a Work 
Opportunity Credit under §51 with respect to that 
employee for that period 
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Wages paid to related individuals – FAQ 59

59. Are wages paid by an employer to employees who are related 

individuals considered qualified wages?

No. Wages paid to related individuals, as defined by IRC §51(i)(1), are not 

taken into account for purposes of the Employee Retention Credit. A 

related individual is any employee who has of any of the following 

relationships to the employee's employer who is an individual:

• A child or a descendant of a child

• A brother, sister, stepbrother, or stepsister

• The father or mother, or an ancestor of either

• A stepfather or stepmother

• A niece or nephew

• An aunt or uncle

• A son‐in‐law, daughter‐in‐law, father‐in‐law, mother‐in‐law, brother‐in‐

law, or sister‐in‐law
33

FAQ 59 - continued

• In addition, if the Eligible Employer is a corporation, then a related 

individual is any person that bears a relationship described above with an 

individual owning, directly or indirectly, more than 50% in value of the 

outstanding stock of the corporation

• If the Eligible Employer is an entity other than a corporation, then a related 

individual is any person that bears a relationship described above with an 

individual owning, directly or indirectly, more than 50% of the capital and 

profits interests in the entity

• If the Eligible Employer is an estate or trust, then a related individual 

includes a grantor, beneficiary, or fiduciary of the estate or trust, or any 

person that bears a relationship described above with an individual who is 

a grantor, beneficiary, or fiduciary of the estate or trust
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AICPA letter to IRS Commission Charles Rettig, 
February 25, 2021 – Recommendation #2

Clarify whether wages paid to S corporation owners 
(regardless of the ownership percentage), and their actively 
employed spouses qualify for the ERC if all other 
requirements of the credit are met…. FAQ 59 states that 
wages paid by an employer to employees who are related 
individuals as defined in IRC §51(i)(1) are not considered 
qualified wages. Section 51(i)(1) references §267(c). While 
§51(i)(1)(A) does not include spouses, the interplay 
between §51(i)(1)(A) and §267(c) is unclear.  Specific 
guidance stating whether wages paid to S corporation 
owners and their actively employed spouses [count as 
qualifying wages for ERC] will remove the substantial 
amount of confusion our members have on this issue
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ARPA ERC changes for 3Q and 4Q

• Previously a provision of the CARES Act, ERC will now be now codified 
as IRC §3134 for 3Q and 4Q 

• The credit continues as 70% of qualified wages up to $10,000 per 
employee per quarter

• Refundable credit against 1.45% employer share of Medicare tax 
instead of 6.2% of Social Security
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ARPA ERC changes for 3Q and 4Q

• APRA adds “recovery startup business” as an additional category of 
eligible employers

• A recovery startup business is a business established after February 
15, 2020, with annual gross receipts of $1 million or less

• A recovery startup business is eligible for ERC even if it does not 
otherwise meet the general ERC requirements

• However, the amount of ERC available to a recovery startup business 
is limited to $50,000 per quarter
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ARPA ERC changes for 3Q and 4Q – guidance 
forthcoming in Notice 2021- ___

• IRC §3134 applies the ERC against taxes imposed under §3111(b), i.e. 
employer’s share of Medicare taxes

• Section 3134 modifies the definition of qualified wages for “severely 
financially distressed employers” defined as a 90% drop in gross 
receipts

• “Recovery start-up business” is a newly qualifying category in addition 
to government-ordered suspension of operations and decline in gross 
receipts
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Recovery Start-up Business
• ARPA expanded ERC for companies that have recently started a new 

trade or business, and those that will do so before the end of 2021

• To be eligible for the Recovery Startup provision, the taxpayer must 
meet these two criteria:

1. The business must have average annual gross receipts of no more 
than $1 million over the 3-year period from 2018 through 2020

2. The taxpayer began a new trade or business after February 15, 
2020
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Definition:  New Trade or Business

• “New trade or business” can be an entirely new company, or it can be a 
new trade, product, or service offering within an existing business.

• At minimum, a business must:

1. Enter into and carry on a new activity with a good-faith intention to 
earn a profit; and 

2. Engage in the new activity on a regular and continuous basis
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Definition:  New Trade or Business

• If a taxpayer started a new activity within an existing business, 
answering two or more of these questions in the affirmative will provide 
additional support for such a claim:

– Are there separate records or bank accounts for this activity?

– Is the activity performed in a a separate facility or location?

– Is the activity performed by different employees?

– Does the activity have a different name or brand?

– Does the activity have a different website or marketing strategy that supports it?

– Does the activity target different customers?

– Does the activity require the owner to invest in different assets or hire new 
employees to perform it?
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Coordinating ERC and FFCRA credits
• The same wages cannot be counted for the sick leave or 

family leave credits and the employee retention credit

– For 2Q, reduce FFCRA wages by amount used for ERC

– For 3Q, reduce ERC wages by amount used for FFCRA
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Prepayment of refundable Covid relief credits

• Employer should first reduce federal employment tax deposits for 
wages paid in the same calendar quarter by the maximum allowable 
amount.  Withheld deposits may include:

– Employee’s federal income tax withholding

– Employee share of FICA

– Employer payroll taxes

• If anticipated credits exceed unremitted deposits for that quarter, 
employer can file Form 7200, Advance Payment of Employer Credits 
Due to Covid-19, to claim an advance refund
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IRS Notice 2021-24

Notice 2021-24 affords penalty relief for deposits of employment taxes 
reduced in anticipation of the following credits:

• FFCRA sick and family leave credits for wages paid January 1 thru March 31, 
2021

• Sick and family leave credits for wages paid April 1 thru September 30, 2021

• Employee retention credit for wages paid January 1 thru June 30, 2021

• Employee retention credit for wages paid July 1 thru December 31, 2021

• Credit for COBRA continuation coverage premiums paid on behalf of assistance-
eligible individuals for coverage during April 1 thru September 30, 2021
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Form 7200 – Advance Payment of Employer 
Credits Due to Covid-19

• Form 7200 may be filed any time, and multiple times, during the 
quarter between Form 941 filings

• An employer who files Form 7200 will need to reconcile advance credit 
and payroll tax remittances with the credits claimed on Form 941
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Form 941 Worksheets
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Sick and Family Leave Credit
Worksheet 1 – Credit for Qualified Sick and Family Leave Wages for Leave Taken Before April 1, 2021

• FFCRA as extended by CAA

• Credit against employer share of social security tax

Worksheet 3 – Credit for Qualified Sick and Family Leave Wages for Leave After March 31, 2021

• Renewed under ARPA for 2Q and 3Q and expanded to include vaccination and any side effects

• Credit against employer share of Medicare tax
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Employee Retention Credit
Worksheet 2 – Employee Retention Credit for the Second Quarter of 2021 Only 

• Guidance for 1Q and 2Q was Notice 2021‐23

• 70% Credit against employer share of social security tax

Worksheet 4 – Employee Retention Credit for Third and Fourth Quarters of 2021 Only

• Guidance for 3Q and 4Q will be forthcoming, Notice 2021‐___

• 70% Credit against employer share of Medicare tax

• New category:  “recovery startup business” can claim up to $50,000 per quarter 3Q & 4Q 
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COBRA Premium Assistance Credit

Worksheet 5 – COBRA Premium Assistance Credit

• 100% of COBRA premiums paid for assistance eligible former employee

• Premiums April 1 through September 30

• Credit against employer share of Medicare tax
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Example 1 – Randy’s Lumberyard 2Q
In 2Q 2021, Randy’s Lumberyard struggled to deal with an unexpected lumber shortage as 

our country emerged from the Covid pandemic.  Revenue was down to less than 80% 

compared to 2Q 2019.  Already, Randy had reduced his workforce from 10 employees to 

eight.  To make sure his remaining workforce stayed healthy, Randy offered paid time off 

for employees to get vaccinated, and additional days off for employees experiencing 

vaccination side effects.  Four employees took one day off.  

Each of Randy’s employees makes $50,000 per year ($12,500 per quarter; $192 per work 

day), plus pre‐tax company‐sponsored group health insurance of $12,000 per year ($33 per 

calendar day)
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Example 1 – Randy’s Lumberyard 2Q (cont.)
The two employees who were laid off earlier in the year went on COBRA paid out‐of‐

pocket cost their premiums of $1,000 per month through March 31.  For the period April 1 

through September 30, both qualify as “assistance eligible individuals” for purposes of 

COBRA premium assistance, so the company paid their COBRA premiums.

Randy will claim these three credits on his 2Q Form 1041:

 Employee Retention Credit under Relief Act (Worksheet 2)

 Sick and Family Leave Credit under ARPA (Worksheet 3)

 COBRA Premium Assistance Credit  under ARPA (Worksheet 5)
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Example 1 – 2Q Form 941 math
Per person

No. of 
people Total

Wages Per quarter 12,500  8  100,000 

ERTC wages max 10,000  8  80,000  Unreduced by FFCRA credits*

x70% 56,000  ERC Credit ‐ Wksht 2

Sick leave wages Per day 192  4  768 

Employer's  so sec 48 

Employer's Medicare 11 

Sick leave health ins Per day 33  4  132 

959  Total possible sick leave credit

‐ Reduced by any overlap with ERC wages

959  Sick leave Credit ‐ Wksht 3

COBRA Per quarter 3,000  2  6,000  COBRA Credit ‐ Wksht 5
62,959  Total Credits

7,650  Nonrefundable
55,309  Refundable
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Worksheet 2 – Employee Retention Credit

53

Worksheet 2 – Employee Retention Credit
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Worksheet 3 – Sick and Family Leave
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Worksheet 5 – COBRA premium credit
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Worksheet 5 – COBRA premium credit
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Example 2 – Randy’s Lumberyard 3Q
Randy had the exact same facts in 3Q, including that the other four of his eight remaining 

employees got their Covid shot.  However, this time Randy filed Form 7200 during the 

quarter for advance payment of the three refundable credits.  The advance payment is 

reconciled on Form 941.

The 3Q credit calculations on Form 941 differ from 2Q, because of legislative changes 

under ARPA.  Instead of non‐refundable and refundable credits against the employer share 

of social security tax, ERC is now calculated as a credit against the employer share of 

Medicare tax (using Worksheet 4 instead of Worksheet 2); and coordination between 

FFCRA and ERC credits changes.  
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Example 2 – 3Q Form 941 math
Per person

No. of 
people Total

Wages Per quarter 12,500  8  100,000 

Less FFCRA wages (768)

Available wages 99,232  Reduced by any overlap with FFCRA wages*
ERTC wages max 10,000  8  80,000 

x70% 56,000  ERC Credit ‐ Wksht 2

Sick leave wages Per day 192  4  768 

Employer's  so sec 48 

Employer's Medicare 11 

Sick leave health ins Per day 33  4  132 

959  Sick leave Credit ‐ Wksht 3

Unreduced by ERC on sick leave wages*

COBRA Per quarter 3,000  2  6,000  COBRA Credit ‐ Wksht 5
62,959  Total Credits

1,450  Nonrefundable
61,509  Refundable
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Example 2 – Form 7200
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Form 7200
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Form 7200
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Worksheet 3 – Sick and Family Leave
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Worksheet 4 – Employee Retention Credit
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Worksheet 4 – Employee Retention Credit
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Worksheet 5 – COBRA premium credit

73

74



75

76



77

78



THE END
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