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American Rescue Plan Act of 2021
• $1.9 trillion stimulus package signed into law March 11, 

2021
• Extends ERC through December 31, 2021
• Expanded eligibility
• Clarified exclusions when applying for other credits 

and/or stimulus money
• Added five-year statute of limitations for the IRS to 

assess a deficiency for claiming the credit



Employee Retention Credit for 2021
• Credit against employer share of Social Security tax equal to 70% of 

qualified wages paid to employees between January 1, 2021 and 
December 31, 2021

• Qualified wages are capped at $10,000 per employee per quarter
• Maximum credit per employee per quarter is $7,000 and $28,000 per 

year
• Eligible costs include employer paid health insurance costs
• File for credit on Form 941 – Employer’s Quarterly Federal Tax 

Return
• Can claim the credit even if you received a PPP loan

– Cannot use the same wages to apply for PPP loan forgiveness AND the 
credit – NO DOUBLE DIPPING!



Am I Eligible for the Credit in 2021?
Two ways to qualify

• Business operations are either 
fully or partially suspended due 
to a COVID-19 government 
mandated order 
– Qualified wages begin when the 

government order is put in place
– Qualified wages end when 

government order is lifted

• Gross receipts in a calendar 
quarter are less than 80% of 
gross receipts in the same 
calendar quarter of 2019
– Qualified wages begin the first day 

of the first quarter that you become 
eligible 

– Qualified wages end on the last day 
of the eligible quarter

– Can be eligible for multiple quarters



Updates from American Rescue Plan Act
• Recovery Startup Businesses (RSB) are eligible to take 

the credit
– Started business on or after February 15, 2020
– Had no more than $1,000,000 in average annual gross 

receipts over the prior three years
– Not otherwise eligible for the credit due to a government 

mandated order or meeting the gross receipts test
– Deemed eligible to receive credit in 3rd and 4th quarter 2021 

only (since ARPA is effective for dates July 1-December 31, 
2021)

– Maximum credit of $50,000 per quarter



Large Employer vs. Small Employer
• Employer that averaged more 

than 500 full-time employees 
in 2019
– Qualified wages are those paid 

to employees that are not 
providing services because 
operations were fully or partially 
suspended or due to meeting 
the gross receipts decline test

• Employer that averaged fewer 
than 500 full-time employees 
in 2019
– Qualified wages are wages paid 

to all employees when 
operations are partially or fully 
suspended or gross receipts 
decline test is met

Full-time employee for purposes of ERC means an employee 
who worked an average of at least 30 hours per week or 130 
hours per month



How Do I Claim the Credit?
• Can reduce employment tax deposits by the amount of the 

anticipated credit prior to filing Form 941
• Small employers may request advance payment of the 

credit on Form 7200 – Advance of Employer Credits Due to 
COVID-19, after reducing deposits

• If deposits were not reduced during the quarter, may apply 
the credit to the next quarter when filing Form 941

• May request a refund of the credit when filing Form 941



Form 941



Worksheet 1, Step 1 – 941 Instructions



Worksheet 1, Step 3 – 941 Instructions



Form 7200



How to Prepare
• Determine if you meet one of the two qualifying tests for 2021

• Determine which wages can be used for the credit
– Wages paid under FFCRA are not eligible
– Wages used for PPP loan received in 2021 (first or second draw) are not 

eligible
– Wages covered by a Shuttered Venue Operator Grant or Restaurant 

Revitalization Fund Grant
– Wages used to obtain any of the following credits are not eligible:

• Credit for increasing research activities
• Indian employment credit
• Employer wage credit for employees who are active-duty
• Work opportunity tax credit
• Empowerment zone employment credit



How to Prepare
• Complete Worksheet 1 from Form 941 Instructions (keep for 

your records)

• Provide qualified wages and health plan expenses allocable 
to the credit to your payroll provider PRIOR to filing Form 941

• Let payroll provider know if you would like to apply payments 
to the next return or if you would like to request a refund



Resources
• COVID-19 Resource Center 

https://www.wegnercpas.com/wegner-resources/covid-19/
• IRS
https://www.irs.gov/newsroom/faqs-employee-retention-credit-
under-the-cares-act   
https://www.irs.gov/newsroom/new-law-extends-covid-tax-credit-for-
employers-who-keep-workers-on-payroll

https://www.wegnercpas.com/wegner-resources/covid-19/
https://www.irs.gov/newsroom/faqs-employee-retention-credit-under-the-cares-act
https://www.irs.gov/newsroom/new-law-extends-covid-tax-credit-for-employers-who-keep-workers-on-payroll
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