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Legal Disclaimer

 This presentation is for general information 
purposes only, and should not be used as a 
substitute for consultation with professional 
advisors.

 This presentation is not intended to be used, and it 
cannot be used, for the purpose of avoiding U.S. 
federal, state or local tax penalties.
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Topics Covered

1. Reasons for Changing the Form W-4
2. Overview of the Revised Form W-4
3. What You need to Know When Talking to 

Employees
4. Walk through some Withholding Calculations
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Reasons for Changing 
the Form W-4
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Reasons for Changing the W-4

 Tax Cuts and Jobs Act
• Tax rates were (mostly) reduced
• The standard deduction was essentially doubled (making 

itemizing less likely)
• State and Local Tax Deductions were capped at $10,000 

(making itemizing even less likely)
• The personal exemption was eliminated (this is probably the 

biggest reason for the updated W-4)
• The child tax credit was doubled (From $1,000 to $2,000) and 

the phase out was nearly quadrupled (From 110k to 400k-
married)
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Main Goals of the IRS with the New W-4

 Move away from an allowance system that is tied to 
the personal exemption (which was repealed)

 To provide a more simplistic approach in estimating 
a withholding amount (that’s up for debate)

 Make withholding more accurate
• This could be good and bad – many people rely on a tax refund, 

and redesigning the W-4 to make withholding more accurate 
could drastically reduce refunds by more closely matching 
withholding to actual tax liability.

 Avoid a “doubling up” of the standard 
deduction/child tax credit, etc. – comprehensive 
example of this later
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Overview of the Revised 
Form W-4
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STEP 1: Employee Info

 We now enter the expected filing status 
rather than a marital status (which means 
Head of household is now an option)

 This step is mandatory
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Step 2 – Multiple Jobs or Spouse Works

 If the employee works multiple jobs, or if the 
employee is married and his/her spouse also has 
earnings, there will likely need to be additional 
withholding.
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3 Methods to account for additional wage income

1. Have the employee go to www.irs.gov/W4App
• The link provided will ask the employee a series of 

questions/inputs
• It will walk the employee through their YTD payroll, YTD 

withholding, etc.
• It will also walk the employee through anticipating credits for 

child tax credit, etc.
- Note: this is an IRS tool so it is not quite as simple as turbo 

tax – for example, when the box is checked that the 
employee wants to calculate credits such as the child tax 
credit, they will be bombarded with lots of other credits that 
may not necessarily apply (Foreign Tax Credit, Alternative 
Minimum Tax Credit, etc.)

• The tool will then output the specific changes to the W-4
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2. Use the Multiple Jobs Worksheet included with the 
W-4 (probably everyone’s least favorite method)
• This method uses a worksheet and a chart to calculate a 

weighted average additional withholding amount based on the 
annual salary of the two jobs

• Ultimately it computes the additional withholding amount 
necessary to provide to the employer of the highest paying job.

3 Methods to account for additional wage income 
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3 Methods to account for additional wage income

3. Checking the box
• I am assuming this will be the most common approach for 

those that choose to complete Step 2.
• This does disclose to the employer that there are multiple jobs 

in the household which could cause privacy concerns to 
employees.

• The larger the difference between the pay in the two jobs, the 
larger the over-withholding will be.  This option is pretty 
accurate if both jobs are relatively similar in pay, and the 
employee is taking the standard deduction.  If one job pays 
significantly better than the other, if the checkbox is used at 
both jobs, the employee will be significantly over-withheld.
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Step 3 – Claim Dependents 

 This step accounts for the increased child tax credit 
and credit for other dependents

 The credit phases out at $200,000 single and 
$400,000 joint.  The form is set up such that the 
credit(s) should only be claimed on one W-4 
(whether married or multiple jobs)

 Only one W-4 claiming the credit per tax return in 
order to avoid under withholding
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Step 4 – Other Adjustments
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Step 4 – Other Adjustments

 Line 4a – this is where employees will put other 
sources of income that won’t have withholding.
• Privacy Concerns – employees may not want an employer to 

know that they have additional sources of revenue (side gigs, 
investment income, etc.)

• The tables will only take into account income tax – so if the 
employees additional income on line 4a is from self-employment 
income, any self-employment tax will be unaccounted for

 Line 4b – this is where the employee can plan for 
itemizing deductions, making IRA contributions, and 
accounting for student loan interest deductions.
• There is a worksheet to help compute this line and compare the 

expected deductions to the standard deduction
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Step 5 – Sign Here

 Employee Signature
 This step is also mandatory.  

 Only mandatory steps for a valid W-4 are Step 1 and 
Step 5

 The IRS specifically noted in their announcement 
regarding the release of the Final W-4 that it is not 
accurate to say that steps 2-4 are “optional” – they 
are required if there is an adjustment only
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What do I need to know 
when talking to 

employees?
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Talking to Employees

 What’s the bare minimum that I need to fill out?
• Simply filling out Steps 1 & 5 is the bare minimum, but know that 

the withholding that results will be based on the full standard 
deduction being applied to this wage as well as the tax rates for 
the selected filing status with no other adjustments.  This could 
cause under withholding.

 Does everyone now need to fill out a new W-4 in 
2020?
• No – The IRS is encouraging employers to let employees know 

that the new W-4 is available for the 2020 tax year, but it is not 
mandatory to complete one.  The withholding worksheets allow 
old W-4’s to be used.  All W-4’s submitted in 2020 whether it’s a 
new employee or an employee updating his/her withholding 
must use the new W-4
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Talking to Employees

 Can I ask that every employee fill out a new W-4?
• No – employees can still rely on their 2019 and earlier W-4.  You 

are encouraged to inform employees of the new W-4, but you 
can’t demand they fill out new ones.

 Can employees still claim “Exempt” on their W-4?
• Yes – They will simply write “EXEMPT” above the line 

separating Steps 4 & 5.
 Does writing “Exempt” on the W-4 make an 

employee exempt from tax?
• No – It exempts employees from income tax withholding, but it 

does not exempt them from U.S. Individual Income Tax on those 
earnings.
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Talking to Employees

 What about non-resident aliens?
• If the employee is a non-resident alien, they should write “NRA” 

above the line separating Steps 4 & 5.  This subjects the 
employee to a different income tax withholding regime.

 There are multiple jobs in my household, how do I 
coordinate the W-4’s between those jobs.
• It is a best practice to make the adjustments in Steps 3 & 4 on 

the highest paying job only.
 What is the simplest way to fill out the W-4 so that 

I’m not under withheld, but I don’t have to do a lot of 
math figuring it out.
• If there are two jobs in the household, simply filling out Step 1 & 

5 and checking the box in Step 2 on both W-4’s is likely the 
simplest solution.
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Talking to Employees

 So if I put my name on it and do nothing else, that’s 
the same as an old W-4 claiming zero, right?
• No – a married person who only puts their name on the W-4 and 

signs it, is in the same boat as an old W-4 claiming “Married -3”
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Examples
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Example #1

 Biff and Judy are married with no children.  They 
both earn $50,000 and expect to file a joint tax 
return.

 Biff and Judy always claim the standard deduction 
on their tax return.

 Biff and Judy both submit a 2020 Form W-4 where 
they both simply fill out Step 1, and sign in Step 5.
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Example #1 – Withholding Calc

 Step 1 – Come up with an adjusted wage amount
 Worksheet #1 from the Pub 15-T
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Withholding Table
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Example #1 – Withholding Calc

 Step 2 – Figure the Tentative Withholding Amount
 Worksheet #1 from the Draft Pub 15-T
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Example #1 - Results

 Biff and Judy will both have $2,629 of withholding 
on their combined wages.

 This will be the results of their tax return:
• Adjusted Gross Income – 100,000
• Less :Standard Deduction – (24,800)
• Taxable Income - 75,200
• Tax (from 2020 tables) - 8,629
• Wage withholding - 5,258
• BALANCE DUE - 3,371
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Example #1 – What happened?

 Because neither Biff nor Judy accounted for the 
other’s wages, the withholding tables allowed the 
full standard deduction for both of them.
• $24,800 of erroneous standard deduction times their marginal 

rate = $24,800 * .12 = $2,976
• PLUS – both of their withholdings accounted for the entire 10% 

(lowest) bracket ($19,751 *.02 = $395)
• $2,928 in under withholding from the standard deduction plus 

$395 of under withholding from double dipping in the lower 
marginal bracket = $3,371 (the same amount as the 
underpayment)
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An Old Problem Made Worse

 This scenario is not unique to 2020.  We have 
actually been struggling with this scenario for years.

 However, under the old tax law, the standard 
deduction for a married couple was only $12,000 –
• Incorrectly filled out W-4’s only had withholding missing on 

$12,000 instead of $24,000
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Example #2

 Same scenario except Biff and Judy both check the 
box in Step 2.



Brady, Martz & Associates, P.C.

Example #2 – Calc Adjusted Annual Wage
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Withholding Table
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Example #2 – Calc Adjusted Annual Wage
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Example # 2 - Results

 Biff and Judy will both have $4,315.00 of withholding 
on their combined wages.

 This will be the results of their tax return:
• Adjusted Gross Income – 100,000
• Less :Standard Deduction – (24,800)
• Taxable Income - 75,200
• Tax (from 2020 tables) - 8,629
• Wage withholding - 8,630 
• REFUND - 1
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Example #3 – Judy gets a raise!!

 Biff is still making $50,000, but Judy gets a 
promotion, and her new salary is $250,000.

 They still have the same W-4’s in effect (Married with 
the box checked in Step #2)

 Biff’s withholding will stay the same at $4,315 
annually.

 Judy’s withholding will increase dramatically
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Example # 3 - Results

 Biff will have $4,315 of withholding on his wages 
and Judy will have $57,956 on her wages.

 This will be the results of their tax return:
• Adjusted Gross Income – 300,000
• Less: Standard Deduction – (24,800)
• Taxable Income - 275,200
• Tax (from 2020 tables) - 54,207
• Wage withholding - 62,271  
• REFUND - (8,064)
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Example #4 – Biff gets a raise too

 If we move Biff’s salary up to 200,000, what 
happens?

 We should expect to see the overpayment go down 
when the return is filed as the two wages are getting 
closer together.
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Example # 4 - Results

 Biff will have $41,048 of withholding on his wages 
and Judy will have $57,956 on her wages.

 This will be the results of their tax return:
• Adjusted Gross Income – 450,000
• Less: Standard Deduction – (24,800)
• Taxable Income - 425,200
• Tax (from 2020 tables) - 98,095
• Wage withholding - 99,004 
• REFUND - (909)
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2nd Method in Step #2 – The Worksheet

 A worksheet is provided on page 4 of the W-4
 This method will be more accurate than simply 

checking the box when one of the jobs pays more 
than the other.

 The table will give the employee an additional 
withholding amount required for the higher job in 
order to compensate for the wages of the lower 
paying job.  - This additional withholding amount is 
then put on line 4(c) of the W-4.
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2nd Method in Step #2 – The Worksheet
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 Couple of other notes on the worksheet:
• If the lower paying job is more than $120,000 per year, the chart 

will not work. 
• This could potentially make the withholding much more accurate 

meaning a refund is less likely.  Make sure to communicate this 
to employees as many of them may rely on the refund.

2nd Method in Step #2 – The Worksheet
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Example # 5 – Using the Worksheet

 Using the same facts as Example #3
 Judy has a wage of $250,000 and Biff has a wage of 

$50,000
 Biff is NOT going to check the box because Judy’s 

W-4 (the higher paying job) should cover Biff’s 
additional withholding requirement.

 This time instead of Judy checking the box in step 2, 
she is going to instead indicate an additional 
withholding amount to cover Biff’s wages.
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Judy’s Worksheet



Brady, Martz & Associates, P.C.



Brady, Martz & Associates, P.C.

Judy’s W-4 – Step 4

 $10,390 / 26 payrolls = $399.62
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Example # 5 – Worksheet Results

 Biff will have $2,629.00 of withholding on his wages 
and Judy will have $52,607 on her wages.

 This will be the results of their tax return:
• Adjusted Gross Income – 300,000
• Less: Standard Deduction – (24,800)
• Taxable Income - 275,200
• Tax (from 2020 tables) - 54,207
• Wage withholding - 55,236  
• REFUND - 1,029
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Example #6 – Use the Online Calculator

 The calculator that is online is now active for 2020, 
and it is going to give output based on a 2020 Form 
W-4 – I ran Example #3 through the calculator so 
you could see what it looks like.

 The tool is located at www.irs.gov/w4app

 Click on the link that looks like this:
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Example #5 – Use the online calculator

 The calculator has five steps
1. About You
2. Income & Withholding
3. Adjustments
4. Deductions
5. Tax Credits
6. Results

 As the employee fills out information in each step –
the calculator will pop up new questions based on 
the last answer
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Screen Shots of filled out calculator

 Assumed the same facts as Example #3 (Biff making 
$50,000 – Judy making $250,000 – no kids – joint 
return) – I assumed there were 26 payrolls in 2020 
with only one occurring so far.
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Step #2 – Income and Withholding
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Step #3 – Adjustments
• “Adjustments” are basically deductions that occur before adjusted gross 

income
• This is an example where the IRS assumes the average person’s 

knowledge on tax law is more extensive than it actually is.
• Common “Adjustments” are:

• Student Loan Interest
• IRA contributions 
• Health Savings Account contributions (other than by payroll 

deduction)
• In this case we will select that we don’t have any adjustments
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Step #4 – Deductions
• This section of the tool allows an employee to determine whether or 

not they will be itemizing deductions
• Under the new tax law more than 90% of households will be using 

the standard deduction
• Itemized Deductions Include:

• Medical Expenses (if they are large enough)
• State and Local Taxes (capped at 10,000)
• Mortgage Interest
• Charitable Contributions

• In our example we are using the standard deduction
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Step #5 – Credits
• This is another good example of the IRS assuming the average 

employee knows more about tax law than they probably do.
• The labels on the credits in the tools may lead some employees 

to believe these credits apply and others will confuse:These three 
are unlikely to 
apply – the 
income 
thresholds are 
pretty low and 
the credits are 
pretty small
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Other Features of the Online Tool

 The employee is then given a “slider” where they 
can choose the amount of refund that they would 
like to receive



Brady, Martz & Associates, P.C.



Brady, Martz & Associates, P.C.



Brady, Martz & Associates, P.C.

Output of IRS Tool

 The IRS tool will give the employee the exact W-4 to 
fill out based upon the employee’s inputs and 
desired refund amount.  

 There is even a link below the output for the 
employee/spouse that downloads a W-4 with the 
withholding amount already input in the correct box.
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Important Notes about the IRS Tool

 The tool is focused on the remainder of the year
• If an employee is over withheld and the IRS tool tells the 

employee to reduce their withholding, that would likely only 
apply for the remainder of the year

• If the employee subsequently never adjusts his or her 
withholding in the following January, the employee is very likely 
going to be under withheld the following year
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Topics Covered

1. Deferral of Social Security Tax
2. Employee Retention Credit
3. FFCRA Tax Credits
4. Form 941 – Revised for 2Q20
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Deferral of Social Security Tax
 Tax benefit allows employers to defer paying the 

employer portion of Social Security tax (6.2%).
 Available on wages paid from 3/27/2020 –

12/31/2020.
 ½ of the deferred taxes are due 12/31/21 and the 

other ½ is due 12/31/22.
 Can be combined with tax credits for mandatory sick 

leave and the employee retention credit.
 Available to any business, not just those adversely 

affected by COVID-19.
 Can not be deferred if already paid in.
 Tax still due (just deferred)
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Employee Retention Credit

 Available to businesses who suffer a financial 
downturn due to COVID-19.  Two ways to qualify:
• Full or partial suspension of their operation during any calendar 

quarter because of governmental orders limiting commerce, 
travel or group meetings due to COVID-19, or

• A significant decline in gross receipts, defined as:
- Gross receipts for a calendar quarter in 2020 are less than 

50% of what they were for the same quarter in 2019.
- Once a business qualifies this way, they continue to qualify 

until the quarter in which gross receipts return to more than 
80% of what they were for that quarter in 2019.
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Employee Retention Credit
 Credit is 50% of wages paid to employees (up to 

$10,000 of wages per employee) from 3/13/20 -
12/31/20. Maximum of $5,000 credit per employee.
• Qualified wages includes qualified health plan expenses.
• If your business had less than 100 employees in 2019 you can 

take into account all wages paid to all employees
• If your business had 100 or more employees in 2019 you can 

only use wages paid to employees not “providing services” 
(paying people not working rather than laying them off).  Can 
only count wages up to the amount that the employee would 
have been paid for working an equivalent duration during the 30 
days immediately preceding the period of economic hardship.

• Credit first reduces the 6.2% employer side Social Security Tax 
deposit.  Remaining credit can reduce remaining payroll tax 
deposit.  Any overage can be claimed using Form 7200.
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Employee Retention Credit
 Timing of determination

• 941X can be filed to amend and claim the credit if a company 
doesn’t determine it qualifies until after the quarter or year 
ended (likely to happen).

• Any wages that would qualify from 3/13/20 – 3/31/20 should be 
claimed on 2Q20, not the 1Q20.

 If a business gets a PPP loan it cannot take the Employee 
Retention Credit

 Cannot claim credit for any wages paid under the Families First 
Coronavirus Response Act (can still claim both credits, but not 
for the same wages.

 Employers cannot use the Employee Retention Credit for 
wages in which any credits under the WOTC or Paid Family 
Medical Leave credit will be used.
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FFCRA Tax Credits – Sick Leave
 Businesses with fewer than 500 employees are required to 

provide emergency paid sick leave. Employers receive a 
payroll tax credit for wages paid under this act.
• Sick leave- required to pay up to 80 hours to an employee who 

is unable to work due to quarantine order from feds, state, or 
local gov’t; or are under quarantine order from doctor; having 
COVID-19 symptoms and are seeking a medical diagnosis.  A 
credit of 100% of wages paid, up to $511 per day ($5,110 
total credit) is available.  Required for all employees 
regardless of how long they have worked for you.

• Leave to care for family member with COVID-19 or no child care 
due to school/daycare closures.  A credit of up to 2/3 of the 
employee’s pay, up to $200 per day ($2,000 total) is available.  
Only required for employees who have worked for you more 
than 30 days.
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FFCRA Tax Credits – Emergency Family 
Medical Leave
 Businesses with fewer than 500 employees are required to 

provide emergency family/medical leave. Employers receive a 
payroll tax credit for wages paid under this act.
• Extended leave to care for family member with COVID-19 or no 

child care due to school/daycare closures.  A credit of up to 2/3 
of the employee’s pay, up to $200 per day for 10 weeks 
($10,000 total) is available.  Only required for employees who 
have worked for you more than 30 days.

• Businesses with less than 50 employees would not be required 
to pay 2/3 pay if it would “jeopardize the business’s ability to 
continue.”  However exclusion is not automatic and would need 
to be document their hardship.
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FFCRA Tax Credits

 Tax credits due to FFCRA leave pay can reduce 
payroll tax paid in per payroll.  Excess can be 
refunded on Form 941 or on Form 7200.

 The IRS will provide penalty relief on late payments 
on payroll taxes if employer reasonably expected 
tax credits due to FFRCA or Employee Retention 
Credits and payroll tax payments are underpaid.

 Wages paid that qualify for FFCRA tax credits 
cannot count in total wages submitted for PPP loan 
forgiveness.  
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Form 941 
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Form 941

New
questions
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Form 941

New 
Questions
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Step 1:  For Employers who have ERC or FFCRA Tax Credits ‐ account for employer Social 
Security Tax first on this Worksheet.  Tax credits are technically applied against ER Social 
Security tax as a non‐refundable credit, then remainder as refundable credit.
Worksheet 1 does not account for any deferral of this amount.
Account for any payroll tax credits received for WOTC and R&D tax credits.
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Step 2:  FFCRA Sick and Family Leave Credits‐Wages and health plan expenses 
attributable to qualified sick and family leave will be calculated here.  Credit is total of 
qualifying sick leave wages, health plan expenses AND employer share of Medicare 
taxes.  Reminder:  these wages did NOT have employer share of SS tax calculated on 
them.
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Step 3:  Employee Retention Credit.  Wages and health plan expenses attributable to 
employee retention credit will be calculated here.  Credit is 50% of qualified wages (up 
to $10,000 of wages per employee and qualified health plan expenses.)  Portion 
attributable to SS tax is calculated as non‐refundable whereas remainder may be 
refundable.
Line 3C is where amounts from 1Q20 can be calculated.
What are “health plan expenses” – group health premiums paid by employer that aren’t 
counted as part of the employee’s W‐2 wages. (ER plus EE pre‐tax amounts)
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Form 941 – Items to Note

 An employer can claim both the Employee Retention 
Credit and the credit for wages paid under FFCRA –
but must use different wages toward each credit.
• Example:  An employee receives $10,000 total in 2Q20, all of 

which would qualify for the ERC.  However $2,000 of the wages 
were due to FFCRA (no childcare).
- You would claim $2,000 of wages toward FFCRA and $6,000 

towards the ERC.
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Form 941 – Items to Note

 Wages used for ERC and FFCRA tax credits cannot 
also be used for PPP loan forgiveness calculation.

 Tax deductions for wages paid are reduced by the 
amount of ERC and FFCRA credits received.

 IRS also says no tax deduction for expenses paid 
with forgiven PPP loans as well.
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Questions?  

jacob.franklin@bradymartz.com

harmony.kolling@bradymartz.com


