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Steve has been with Canon Capital since 1999 and has been
practicing in public accounting for over 30 years. He received his
BS in Accounting/Business Management with a minor in
Psychology from Eastern Mennonite University. He is a member of
the AICPA, the PICPA, the National College Advocacy Group and the
AICPA Tax, Personal Financial Planning and the Forensic and
Valuation Services sections. Steve specializes in tax, estates and
trusts, personal financial and college planning services, and
business tax planning. He also has significant experience in
church, non-profit, and private foundation tax areas. In addition to
being a CPA he also holds the Personal Financial Specialist (PFS)
designation, the Chartered Global Management Accountant
(CGMA) and the Certified Specialist in Estate Planning (CSEP)
designation. Steve and his wife reside in Souderton. Steve has
three children and enjoys traveling, playing sports, gardening, and
bicycling.
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Brent joined Canon Capital in 1998 and is responsible for
providing management advisory services, tax and general business
planning, tax preparation, and financial statement preparation and
review services for numerous businesses and their owners. In
addition, he assists the firm directors with scheduling, staff
development, and business development. He earned his Bachelor
of Business Administration degree from Temple University. In
addition to holding his CPA designation he also holds the Certified
Management Accountant (CMA) designation and a Chartered
Global Management Accountant (CGMA) designation. Brent is a
member of the AICPA and the Institute of CMA’s, and is a former
instructor of business development courses at Montgomery
County Community College. He has also served on the Economic
Restructuring Committee for the Souderton/Telford downtown
revitalization efforts and the Stewardship Committee for Keystone
Fellowship. He currently serves as the treasurer of the Indian
Valley Chamber of Commerce. Brent resides in Souderton with his
wife and three children. He enjoys boating, water-skiing, and
working on home improvement projects.



� This explanation and interpretation of the Employee Retention Credit 
and it’s updated version is based upon a best efforts review of the 
legislation by the presenters, and will with 100% certainty be 
inaccurate with respect to one or more items. More will be learned 
when the IRS issues FAQs, new guidance, Revenue Rulings, Revenue 
Procedures, and other pronouncements.

� IRS is currently issuing guidance and forms on: TCJA, SECURE Act, 
CARES Act, and who knows how many different stimulus checks.

� CPA’s all-time highest guidance, “If it seems too good to be true, it 
probably is”
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� 2020 Employee Retention Credit
◦ Eligibility and definitions

◦ Interaction with PPP loans

◦ Examples

� 2021 Employee Retention Credit
◦ Changes from 2020 rules

◦ Changes of Eligibility Requirements

◦ Changes to Qualified Wages

� How to claim the credit
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� Aggregation rules for related employers (related 
employers counted as one employer)

� Special Rules for employers over 100 full-time 
employees 
◦ Full time is 30 hours of service a week, or 130 hours in a 

month

� Special Rules for employers over 500 full-time 
employees

� Special Rules for employers that started business 
in 2019 or 2020

� Attribution rules and pay to related individuals
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� For 2020 - a credit of 50% of qualified wages, 
including employer costs of net group insurance 
plans, up to $10,000 per employee for the year
◦ Max credit is then $5K per employee
◦ Wages paid on or after March 13, 2020
◦ Employers would need to qualify each individual quarter 

in 2020
� The 10K in wages can be paid over different quarters
◦ Related party compensation is excluded from qualified 

wages (see appendix)

� The credit is non-public and not “needs based” 
as opposed to the PPP program

� You do not have to submit anything to the IRS to 
prove eligibility
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� Employers of any size engaged in a trade or 
business, including non-profits, were eligible if:
◦ Business operations were/are fully or partially 

suspended due to a government order (federal, state, or 
local) OROROROR

◦ Business has a greater than 50% decline in gross receipts 
in a calendar quarter in 2020 compared to the same 
quarter in 2019 

� Reduction does not have to be COVID related ANDANDANDAND

◦ The employer DID NOTDID NOTDID NOTDID NOT take a PPP loan

� This was the death blow and why you didn’t hear much of 
the ERC before now.

◦ Use your tax reporting method of accounting to measure 
receipts
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� If an employer qualified through a government 
order, only wages paid in the period of time the 
order was in effect can be used for credit 
purposes.

� If an employer qualified through the decline in 
gross receipts, the employer remained eligible 
for each successive quarter in 2020 until gross 
receipts exceeded 80% of gross receipts in the 
same quarter in 2019
◦ Inherently – if you qualified for any quarter in 2020, you 

had at least two quarters.
◦ After qualifying in the previous quarter, if receipts 

exceed 80% in the second or third quarter, you can not 
“again” qualify in third or fourth quarters
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� As of the passage of Consolidate 
Appropriations Act (CAA, 5,500+ pages) on 
December 27, 2020, you can now have a PPP 
loan AND get a ERC credit, not only for 2021 
– but retroactive for 2020.

� We are waiting on guidance because there 
was none prior to 12/27 because they 
couldn’t co-exist

11



� Orders, proclamations, or decrees from the 
Federal government, or any State or local 
government are considered “orders from an 
appropriate governmental authority” if they limit 
commerce, travel, or group meetings due to 
COVID-19 in a manner that affects an employer’s 
operation of its trade or business, including 
orders that limit hours of operation and, if they 
are from a State or local government, they are 
from a State or local government that has 
jurisdiction over the employer’s operations.
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� City Mayor requires all non-essential 
businesses to close

� State emergency proclamation that residents 
must shelter in place, other than those 
working for essential businesses

� Local officials order an imposing curfew that 
affects operating hours

� Health department mandating workplace 
closure for cleaning or disinfecting
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� A partial suspension
◦ Not a demand concept – thus the lack of customers 

due to an order does not qualify
◦ Teleworking is not a suspension 
◦ Operations must not be able to be continued “in 

manner comparable to operations before COVID”
◦ Modifications to operations must have more than a 

nominal effect on business operations
◦ Voluntary actions do not count

� Aggregated group – just that, if one business 
in the group is suspended, all the business in 
the group are then eligible.
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� Local officials impose a curfew that impacts the 
operating hours of a business for a specified period
◦ Business would qualify for the period

� Company is open for business, but the customers are 
under a stay-at-home order.
◦ The company would not qualify for the suspension, but may 

have a significant decline in gross receipts

� Restaurant has closed it’s in-person dining due to an 
order, but is permitted to provide take-out
◦ Restaurant qualifies for partial suspension.

� A law firm is closed due to a government order, but 
the employees are teleworking.
◦ The law firm would not qualify for a full or partial 

suspension
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� Gross Receipts are:
◦ Total Sales (net of returns and allowances)

◦ Plus: Investment income, interest, dividends, rent, 
royalties, annuities, and gains in assets sold

� (Think anything taxable)

◦ Non-profits would include contributions, gifts, 
grants, and dues

� Do not include loans, PPP forgiveness, 
possibly other non-taxable income

� This slide is not all-inclusive
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Jan Jan Jan Jan –––– MarchMarchMarchMarch April April April April –––– JuneJuneJuneJune July July July July –––– SeptSeptSeptSept Oct Oct Oct Oct ---- DecDecDecDec

2019 400,000 500,000 580,000 550,000

2020 360,000 200,000 500,000 247,500

90% 40% 86% 45%
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� The significant decline in gross receipts begins 
on 4/1/20 and ends on 9/30/20 (10/1) since the 
third quarter exceeded 80%.  The second and 
third quarter wages are eligible for the ERC

� The business CAN NOT qualify again for the 
fourth quarter (however, the fourth quarter can 
be relevant for the first quarter of 2021 test)



� A restaurant has been shut down, or operating at 
limited capacity from March 19 to June 1

� All wages paid are qualified (that is, no families 
first or other government reimbursements)

� The restaurant has under 100 FT employees

� The restaurant did not have a significant decline 
in gross receipts for the second, third, or fourth 
quarter of 2020 (but they did for the first)

� As a result, wages paid from March 13 to June 30 
will qualify for the ERC (call it 15 weeks)
◦ Have to watch whywhywhywhy you qualify
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EEEEEEEE Weekly Weekly Weekly Weekly 
PayPayPayPay

HealthHealthHealthHealth
InsuranceInsuranceInsuranceInsurance

PerPerPerPer
WeekWeekWeekWeek

Total Total Total Total 
PayPayPayPay
PerPerPerPer

WeekWeekWeekWeek

Total Total Total Total 
Pay Pay Pay Pay 

For 15For 15For 15For 15
WeeksWeeksWeeksWeeks

Limit of Limit of Limit of Limit of 
$10,000 for$10,000 for$10,000 for$10,000 for

All All All All QtrsQtrsQtrsQtrs

Credit Credit Credit Credit 
At At At At 

50%50%50%50%

Al $1,500 $150 $1,650 $24,750 $10,000 $5,000

Brad $200 0 $200 $3,000 $3,000 $1,500

Chris $750 0 $750 $11,250 $10,000 $5,000

Debi $80 0 $80 $1,200 $1,200 $600

Total $2,680 $40,200 $24,200 $12,100
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� This business may have received a PPP loan of approx. 
$29K. The 24-week period would have approx. $64K in 
wages ($2,680*24).  Of the $64K wages, $24K gets 
allocated to the ERC which still leaves wages of $40K for 
PPP forgiveness of $29K



EEEEEEEE Weekly Weekly Weekly Weekly 
PayPayPayPay

HealthHealthHealthHealth
InsuranceInsuranceInsuranceInsurance

PerPerPerPer
WeekWeekWeekWeek

Total Total Total Total 
PayPayPayPay
PerPerPerPer

WeekWeekWeekWeek

Total Total Total Total 
Pay Pay Pay Pay 

For 26For 26For 26For 26
WeeksWeeksWeeksWeeks

Limit of Limit of Limit of Limit of 
$10,000 for$10,000 for$10,000 for$10,000 for

All All All All QtrsQtrsQtrsQtrs

Credit Credit Credit Credit 
At At At At 

50%50%50%50%

Chris $500 0 $500 $13,000 $10,000 $5,000

Debi $600 250 $850 $22,100 $10,000 $5,000

Total $1,350 $35,100 $20,000 $10,000
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� Same facts as example 1, except employees 
above and significant decline in gross receipts for 
second quarter vs. being shut down

� A lot of part-timers will increase the credit 
proportionately to payroll



� The order of priority is:
◦ Families First wages
◦ ERC wages
◦ PPP wages

� The same wages can not be used for any two of 
the three.
◦ You may want to consider taking less PPP2 if you qualify 

for both ERC and PPP in 2021 – especially with lower 
paid part-time employees that all the wages will go 
towards the ERC.  Or, consider waiting for PPP2 so that 
the 24 week period goes well after 6/30 when the ERC 
runs out.

� You can make an election to have wages apply to 
PPP first vs. ERC
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� Many banks (through no fault of their own) urged 
their customers to include only wages on the 
forgiveness application.

� Many employers reported ALL their wages on the 
forgiveness application
◦ $500K loan with 800+K in wages reported for 

forgiveness, no other eligible expenses like rent, 
utilities, etc.

� Right now, the employer can not claim the ERC 
for any wages reported on the application, even if 
in excess of the amount needed for forgiveness
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� The AICPA is currently strongly advocating 
that those employers should be able to use 
the excess wages reported on the application 
and wages equivalent to the non-payroll 
costs that could have been reported on the 
application
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� PPP borrowers can claim the credit in 2020 AND 
2021

� 2020 does not preclude claiming the credit in 
2021 on the same employees

� Credit is extended through June 30, 2021

� Qualified wages per employee increased from 
$10K for the year to $10K per quarter!!!

� Credit in increased from 50% of wages to 70%!!!

� Significant decline in gross receipts based on 
20% versus 50% of 2019 gross receipts!!!

� The 30-day look-back period that limits qualified 
wages is eliminated
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� 2020
◦ Employers of any size, including tax-exempt 

organizations, but not government entities

� 2021
◦ Employers of any size, including tax-exempt 

organizations, colleges, universities, hospitals and 
medical care providers (urgent care, 
“instrumentality” of government)

◦ PPP Loan recipients
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� 2020
◦ Decline of at least 50% of gross receipts comparing a 

2020 calendar quarter to the same 2019 quarter
◦ Credit ends in quarter in which gross receipts reach 80% 

comparing a 2020 calendar quarter to the same 2019 
quarter

� 2021
◦ Decline of at least 20% of gross receipts
� Compare a 2021 calendar quarter to the same 2019 quarter 

OROROROR
� Compare the preceding calendar quarter to the same 2019 

quarter

� For example, the first quarter of 2021 can qualify based on 
the comparison of the 4th quarter 2020 with 2019
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� 2020
◦ $10K annual limit of qualified wages per employee

◦ Credit rate of 50% of qualified wages

◦ Special rules apply, not presented here

� 2021
◦ $10K per quarter limit of qualified wages per 

employee

◦ Credit rate of 70% of qualified wages

◦ Special rules apply
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� A business has been shut down, or operating 
at limited capacity for three weeks from 
February 1, 2021 to February 22, 2021

� All wages paid are qualified 

� The business has under 500 FT employees

� The business did not have a significant 
decline in gross receipts for the fourth 
quarter of 2020

� Only the wages paid from February 1 to 
February 22 will qualify for the ERC 
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EEEEEEEE Weekly Weekly Weekly Weekly 
PayPayPayPay

HealthHealthHealthHealth
InsuranceInsuranceInsuranceInsurance

PerPerPerPer
WeekWeekWeekWeek

Total Total Total Total 
PayPayPayPay
PerPerPerPer

WeekWeekWeekWeek

Total Total Total Total 
Pay Pay Pay Pay 

For 3For 3For 3For 3
WeeksWeeksWeeksWeeks

Limit of Limit of Limit of Limit of 
$$$$10,000 10,000 10,000 10,000 forforforfor

QtrQtrQtrQtr

Credit Credit Credit Credit 
At At At At 

70%70%70%70%

Al $1,500 $150 $1,650 $4,950 $4,950 $3,465

Brad $200 0 $200 $600 $600 $420

Chris $750 0 $750 $2,250 $2,250 $1,575

Debi $80 0 $80 $240 $240 $168

Total $2,680 $8,040 $5,628
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� This business may be eligible for the second 
round of PPP funding later in the year and none 
of the wages will affect the PPP forgiveness



� A business has suffered a significant decline 
of gross receipts for the second quarter of 
2020 of 60%, the third quarter of 2020 of 
32% and the fourth quarter of 2020 of 22%.
◦ The business has under 100 FT employees

◦ The business has four employees who the business 
claimed $5,000 credits for each employee through 
2020.

� The business elects to use the decline of over 
20% in the fourth quarter of 2020 to make 
the first quarter of 2021 eligible.
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EEEEEEEE Weekly Weekly Weekly Weekly 
PayPayPayPay

HealthHealthHealthHealth
InsuranceInsuranceInsuranceInsurance

PerPerPerPer
WeekWeekWeekWeek

Total Total Total Total 
PayPayPayPay
PerPerPerPer

WeekWeekWeekWeek

Total Total Total Total 
Pay Pay Pay Pay 

For 13For 13For 13For 13
WeeksWeeksWeeksWeeks

Limit of Limit of Limit of Limit of 
$10,000 for$10,000 for$10,000 for$10,000 for

QtrQtrQtrQtr

Credit Credit Credit Credit 
At At At At 

70%70%70%70%

Al $2,025 $325 $2,350 $30,550 $10,000 $7,000

Brad $2,885 $460 $3,345 $43,485 $10,000 $7,000

Chris $1,440 $275 $1,715 $22,295 $10,000 $7,000

Debi $645 0 $645 $8,385 $8,385 $4,193

Total $8,055 $104,715 $38,385 $25,193
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� If the first quarter remains over a 20% decrease from 2019 gross receipts, the 
business can claim the same credit $25,193 for the employees for the second 
quarter of 2021, thus resulting in total credits of $55,386 from April 1, 2019 to 
June 30, 2021 (if the business uses the first quarter of 2021 to make the second 
quarter 2021 eligible.

� There are questions on the elections to use the prior quarters
� Remaining wages not used for ERC ($66,330) can be used for PPP forgiveness
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� Option 1 –
reduce your 
federal payroll 
tax deposits
◦ Then claim the 

credit on form 941 
when filed for 
quarter
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� Option 1 –
reduce your 
federal payroll 
tax deposits
◦ Then claim the 

credit on form 941 
when filed for 
quarter
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� Option 2 – File 
for an advance 
refund on form 
7200
◦ Then true up on 

form 941 when 
filed for quarter
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� If the business has a PPP loan
◦ The law allowed you to run the full adjustment for the year 

through the original fourth quarter 941

� If the business does not have a PPP loan, you must 
amend 941 filings for individual quarters
◦ You should amend the individual 941 returns since that’s 

where the credit should have been claimed in the first place
� The first quarter amended amount can be reported on the 

second quarter 941
◦ If you did not include health insurance on the PPP 

application, you can use those costs for the ERC, that is, 
ERC can be on health costs only, thus if you carried 
employee’s health insurance while they were laid off for a 
period of time

� Amended 941s are generally due three years after the 
original due date.
◦ Keep records for four years
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� It’s a reduction of wages and should be 
netted as such

� By having wage reductions, the business 
taxable income will be inherently higher

� Consider filing for the ERC credits and 
extending the business return for cash flow 
purposes.  You’ll then have the cash to pay 
the taxes
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� CAN NOT file your business (or personal) tax return 
until the ERC for 2020 is calculated
◦ 2015 syndrome all over again………
◦ CPA and Payroll service have to work together, CPA being 

the quarterback………
◦ YOU THE BUSINESS OWNER YOU THE BUSINESS OWNER YOU THE BUSINESS OWNER YOU THE BUSINESS OWNER are going to have to make the 

representations of being fully or partially shut down and 
why you qualify
◦ Have to do at least an evaluation of ERC/PPP interaction

� Legislation Passed Yesterday for PA
◦ PPP Loan forgiveness is non-taxable
◦ SBA 7(a) payments currently taxable for PA?
◦ Other states may, or may not, conform

� Next round of stimulus and new tax law package
◦ Due dates?
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� IRS Announcement
◦ https://www.irs.gov/forms-pubs/didnt-get-requested-ppp-loan-

forgiveness-you-can-claim-the-employee-retention-credit-for-2020-on-
the-4th-quarter-form-941

� IRS FAQs
◦ https://www.irs.gov/newsroom/faqs-employee-retention-credit-under-

the-cares-act

� Form Instructions
◦ 941- https://www.irs.gov/pub/irs-pdf/i941.pdf

◦ 7200 - https://www.irs.gov/pub/irs-pdf/i7200.pdf
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Vicki joined Canon Capital in August,
1999 and is responsible for overseeing 
the daily operations of Payroll Services. 
Vicki has an Associate’s Degree in 
Accounting from Montgomery County 
Community College and has earned 
the Certified Payroll Professional 
designation. She is a member of the 
national American Payroll Association 
as well the Lehigh Valley Chapter, 
where she served as Secretary from 
2006-2013. Vicki resides in 
Sassamansville with her husband and 
son and enjoys crafts, reading, and 
kayaking in her free time.
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� Which related employers are aggregated and treated as a single 
employer for purposes of the Employee Retention Credit?

� For purposes of determining an employer's eligibility for and the amount of the Employee Retention Credit, all entities 
that are treated as a single employer under section 52(a) or (b) of the Internal Revenue Code (the "Code") or section 
414(m) or (o) of the Code are considered one employer for purposes of the Employee Retention Credit. The section 52(a) 
and (b) aggregation rules generally apply to determine when related entities are treated as a single employer for 
purposes of the application of tax credits available to an employer under section 51 of the Code, as well as for other Code 
provisions. The section 414(m) and (o) rules generally apply to determine when related entities, including affiliated 
service groups, are treated as a single employer for purposes of retirement and other employee benefit rules under the 
Code, as well as for other Code provisions.

� Under the section 52 rules, corporate taxpayers may be required to aggregate as a parent-subsidiary controlled group, a 
brother-sister controlled group, or a combined group of corporations. Section 52(a) of the Code describes a parent-
subsidiary controlled group of corporations, generally, as one or more chains of corporations where the common parent 
corporation owns more than 50 percent of the total combined voting power of all classes of stock entitled to vote, or 
more than 50 percent of the value of all classes of stock of each corporation. A brother-sister controlled group of 
corporations, generally, is two or more corporations where: (1) five or fewer persons who are individuals, estates, or 
trusts own at least 80 percent of the total combined voting power of all classes of stock entitled to vote, or the total value 
of shares of all classes of stock of each corporation; and (2) the same five or fewer persons, taking into account 
ownership only to the extent that it is identical with respect to each corporation, own more than 50 percent of the total 
voting power of all classes of stock entitled to vote, or total value of shares of all classes of stock of each corporation. A 
combined group of corporations is three or more corporations, each of which is a member of either a parent-subsidiary 
or a brother-sister controlled group, and at least one of which is both the common parent of a parent-subsidiary 
controlled group and also a member of a brother-sister controlled group.

� The section 52(b) aggregation rules apply to partnerships, trusts, estates, or sole proprietorships in trades or businesses 
under common control. Under this rule, entities are considered a single employer if they are under common control 
applying rules similar to the parent-subsidiary or brother-sister controlled group rules or the rules for a combined group 
of corporations.

� Under section 414(m) of the Code, an "affiliated service group" is treated as a single employer based on rules related to 
the performance of services by one entity for another or by one entity in association with another for third parties, even if
the entity does not have sufficient ownership or control of the other entity to form a controlled group.
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Are wages paid by an employer to employees who are related 
individuals considered qualified wages?
No. Wages paid to related individuals, as defined by section 51(i)(1) of the Internal Revenue Code 
(the "Code"), 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.

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 
percent 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 percent 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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