FFCRA TAX CREDIT SUMMARY
•

The FFCRA provides small and midsize employers refundable tax credits that reimburse them,
dollar-for-dollar, for the cost of providing paid sick and family leave wages to their employees
for leave related to COVID-19.

•

The FFCRA covers the costs of this paid leave by providing small businesses with refundable
tax credits. Certain self-employed individuals in similar circumstances are entitled to similar
credits.

•

Eligible Employers may claim tax credits for qualified leave wages paid to employees on leave
due to paid sick leave or expanded family and medical leave for reasons related to COVID-19
for leave taken beginning on April 1, 2020 and ending on December 31, 2020. Eligible
Employers will claim the credits on their federal employment tax returns (e.g., Form 941,
Employer's Quarterly Federal Tax Return), but they can benefit more quickly from the credits
by reducing their federal employment tax deposits. If there are insufficient federal employment
taxes to cover the amount of the credits, an Eligible Employer may request an advance payment
of the credits from the IRS by submitting a Form 7200, Advance Payment of Employer Credits
Due to COVID-19. The IRS expects to begin processing these requests during April 2020.

•

Eligible Employers claiming the credits for qualified leave wages (and allocable qualified health
plan expenses and the Eligible Employer’s share of Medicare taxes), must retain records and
documentation related to and supporting each employee’s leave to substantiate the claim for the
credits, and retain the Forms 941, Employer's Quarterly Federal Tax Return, and 7200, Advance
of Employer Credits Due To COVID-19, and any other applicable filings made to the IRS
requesting the credit.

•

The credits covers 100 percent of up to ten days of the qualified sick leave wages and up to ten
weeks of the qualified family leave wages (and any qualified health plan expenses allocable to
those wages) that an Eligible Employer paid during a calendar quarter, plus the amount of the
Eligible Employer’s share of Medicare taxes imposed on those wages. Qualified sick leave and
qualified family leave under the FFCRA are in addition to employees’ preexisting leave
entitlements. See the Department of Labor's Families First Coronavirus Response Act:
Questions and Answers for rules regarding required FFCRA paid sick leave and expanded
family and medical leave and other leave entitlements. Eligible Employers may only claim a
credit for qualified leave wages.

•

Example: An Eligible Employer pays $10,000 in qualified sick leave wages and qualified family
leave wages in Q2 2020. It does not owe the employer’s share of social security tax on the
$10,000, but it will owe $145 for the employer’s share of Medicare tax. Its credits equal
$10,145, which include the $10,000 in qualified leave wages plus $145 for the Eligible
Employer’s share of Medicare tax (this example does not include any qualified health plan
expenses allocable to the qualified leave wages). This amount may be applied against any
federal employment taxes that Eligible Employer is liable for on any wages paid in Q2 2020.
Any excess over the federal employment tax liabilities is refunded in accord with normal
procedures. Eligible Employer must still withhold the employee’s share of social security and
Medicare taxes on the qualified leave wages paid.
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