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WHAT IS THE ERC?

The Employee Retention Credit
(ERC) is part of the CARES ACt,
which was originally passed in 2020
to allow employers who have been
affected by Covid-19 regulations to
receive payroll tax credits up to
$26,000 for each employee. As
originally laid out, the ERC was not
ucrative for most businesses, but
nas been upgraded so that many
now qualify. Businesses that have
already taken advantage of PPP may
still qualify for ERC, as long as the
wages paid with PPP aren't used to
calculate the ERC.
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With updates to the Employee Retention Credit,
employers can now receive significantly more for
each employee:

e In 2020, employers could receive $5000 for
each employee, in total for businesses with up
to 100 employees.

g Starting in 2021, employers could receive
$7,000 for each employee per quarter, up to
three quarters ($21,000 for each employeel), for
businesses with up to 500 employees.

The ERC is a fully refundable tax credit that is
available to businesses and non-profits, and is based
on qualifying wages. It is not a loan or a grant.

Businesses that qualify will receive a check directly
from the IRS.




WHO QUALIFIES FOR THE ERC?

Revenue Drop:

Gross receipts in a 2020
calendar quarter are below 50%
of gross receipts when
compared to same quarter in
2019.

Gross receipts in a 2021
calendar quarter have seen a
20% drop compared to the

same quarter in 2019.

Mandated Shutdown:

Trade or business that was fully or
partially shutdown, or had to
reduce business hours or
occupancy due to a government
order.

Example
A restaurant with indoor and
takeout operations pre-Covid
mandated to reduce occupancy
could still qualify, even if overall
revenue increased due to curbside
pickups, delivery, and takeout sales
while indoor dining suffered

Recovery Startup Business:
Business that started after
February 16, 2020 are
automatically approved for
$50,000 per quarter (max 2
quarters) as long as annual gross

receipts do not exceed $1 million.
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OUR ERC CLIENTS INCLUDE:
RESTAURANTS
LAW FIRMS
DENTISTS
DOCTORS
CONTRACTORS
PHARMACIES
TRAVEL AGENCIES
NON-PROFITS
CAR DEALERSHIPS
GYMS
RETAIL STORES
MANUFACTURERS
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COMMON MISCONCEPTION:

"OUR BUSINESS FLOURISHED DURING THE PANDEMIC. OUR SALES
WERE UP YEAR OVER YEAR. I DON'T THINK WE QUALIFY FOR THIS
PROGRAM’’

ERC QUALIFICATION DOES NOT ONLY DEPEND UPON A
COMPANY'S REDUCTION IN GROSS RECEIPTS DURING THE
PANDEMIC. ANOTHER WAY TO QUALIFY FOR THE CREDIT IS TO
DEMONSTRATE THAT A BUSINESS SEGMENT THAT WAS GREATER
THAN 10% OF THE WHOLE COMPANY WAS MORE THAN 10%
ADVERSELY AFFECTED BY THE VARIOUS GOVERNMENT COVID
SHUT DOWN LAWS LIMITING BUSINESSES AND PARTIALLY
SUSPENDING OPERATIONS. MANY COMPANIES FLOURISHED IN ONE
SECTOR OF THEIR BUSINESS, WHICH DROVE THEIR OVERALL GROSS
RECEIPTS UP, BUT WERE HURT IN ANOTHER SECTOR. WE LIKE TO
ASK CLIENTS "GIVE US YOUR INDOOR DINING EQUIVALENT" WHEN
REFERRING TO A RESTAURANT THAT FLOURISHED DURING COVID
TIMES DUE TO CURBSIDE PICKUPS AND DELIVERY SALES, BUT THEIR
INDOOR DINING SUFFERED DUE TO THE CAPACITY SHUT DOWN
LAWS.
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COMMON MISCONCEPTION:

"‘LIKE SOME OF THE OTHER GOVERNMENT INCENTIVE PROGRAMS, IT'S TOO LATE, WE
MISSED THE DEADLINE.

NOT TRUE. THE STATUTE OF LIMITATIONS TO CLAIM EMPLOYEE RETENTION CREDITS FOR
APPLICABLE QUARTERS IN 2020 BEGIN TO EXPIRE IN JULY 2023, AND IN APRIL 2024 FOR

APPLICABLE QUARTERS IN 2021.
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COMMON MISCONCEPTION:

"WE RECEIVED PPP FUNDS. IT'S MY UNDERSTANDING THAT WE CAN'T ALSO CLAIM THE
EMPLOYEE RETENTION CREDIT.

THE CARES ACT WAS AMENDED ALLOWING PPP RECIPIENTS TO ALSO TAKE ADVANTAGE OF THE ERC
PROGRAM. FOR SUCH COMPANIES, IT IS TRUE THAT WE CANNOT USE THE SAME WAGES THAT WERE
PAID WITH THEIR FORGIVEN PPP LOANS TO CALCULATE THEIR ERCS. HOWEVER, THERE ARE
TYPICALLY PLENTY OF EXCESS WAGES DURING THE QUALIFYING QUARTERS WITH PPP INTERPLAY
TO GENERATE ROBUST ERCS IN THOSE QUARTERS.




YOUR BUSINESS COULD QUALIFY FOR
THE EMPLOYEE RETENTION CREDIT

If your business qualifies for the ERC, the IRS will send a check directly to you, and
you can claim the credit retroactively. This is a great opportunity to get an influx of
cash for your business! Abedian + Totlian can assist your company in getting the
ERC; give us a call to learn more and to see if your business qualifies.

(818)243 3455
abedianandtotlian(@aandtcpas.com
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