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Small businesses were severely affected by the COVID-19 pandemic. To 
facilitate the impact of the pandemic on small businesses, the Employ-
ee Retention Credit, also known as the ERC, has been introduced.  
 
Once you know you are eligible for the ERC, the next question is: how 
to calculate the Employee Retention Credit? The simple answer to this 
question is the Employee Retention Credit Worksheet 2021. 
 
ERC Worksheet 2021 was created by the IRS to assist companies in cal-
culating the tax credits for which they are qualified. The worksheet is not 
required by the IRS to be attached to Form 941. It’s just a calculator to 
help you calculate your ERC while filling out Form 941 for 2021. 
 
How is Employee Retention Credit 2021 Calculated? 
 
The Employee Retention Credit (ERC) was designed by the federal gov-
ernment to help small businesses cope with the financial impact of the 
COVID-19 pandemic. Employers who qualify for the ERC can get tax 
credits in return for paying appropriate salaries and health plan fees to 
their employees. 
 
But how much can you anticipate claiming qualified wages if you’ve de-
termined that you’re eligible for ERC? Fortunately, we have this simple 
ERC Calculator to assist you in determining the credit amount you can 
expect. 
 
Calculating your ERC for 2020: 
 
Let’s begin with the year 2020 of business solutions providers as well as 
business solutions companies. 

AN ULTIMATE GUIDE TO  
EMPLOYEE RETENTION CREDIT 

WORKSHEET 2021

2

https://www.disasterloanadvisors.com/how-to-determine-eligibility-for-the-employee-retention-credit-erc


Qualified salaries and expenditures for 2020 are capped at $10,000 
per employee for the year, with a credit of up to 50% of that amount, 
allowing you to claim up to $5,000 in credits per employee. 

●	 Make your way to the Calculator.

●	
●	 Use this calculator to figure out how much federal income tax your 

employer should deduct from your paycheck. This is what is known 
as tax withholding. View the impact of your withholding on your 
refund, take-home pay, and tax liability.

How Does It Work? 
 
This tool may be used to:

●	 Calculate the amount of federal income tax you’ll be withholding.

●	
●	 See how the amount withheld affects your refund, take-home pay, 

or tax liability.
●	
●	 Choose an amount for projected withholding that works for you.

The information you submit determines the accuracy of the results. 
 
What Do You Require? 
 
Prepare the following:

●	 Pay Stubs from every position (spouse too)

●	
●	 Other sources of income (side jobs, self-employment, investments, 

etc.)
●	
●	 Last year’s tax return
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After determining eligibility, go to the ERC Credit Calculation section 
and begin inputting qualifying salaries and health-plan expenditures. 
Wages that qualify for ERC are subject to the following restrictions: 
 
a) Earnings paid with PPP or EIDL are not considered qualifying wages 
for business tax filers. 
 
b) Wages paid to employees who are connected to the majority owner 
as well as governmental authority are not considered qualified wages 
and advance payment as well as advance credits. 
 
c) Qualified ERC earnings cannot include wages for purpose and eco-
nomic hardship that have previously been claimed for the Work Oppor-
tunity Tax Credit (WOTC), COVID-19 Eligible businesses, or any other tax 
credit. 
 
Is There a Worksheet for the Employee Retention Credit? 
 
Worksheet 1 should be familiar to every employer who submits the 
Quarterly Employment Tax Form with the IRS. Worksheet 1 should be 
used for qualifying earnings for claiming credits under the CARES Act 
and the Employee Retention Credit in the second quarter of 2020 and 
beyond.  Worksheet 1 will help you calculate the COVID-19 tax credit 
as follows:

●	 Credit for sick time
●	 Credit for family leave

You may discover which refundable payroll tax credit is or is nonre-
fundable by filling out this worksheet.

●	 Calculate the non-refundable amounts of sick and family leave 
credit for the time taken before April 1, 2021. 

●	 For computing the employee retention credit, step 3 of Worksheet 
1 has been separated into Worksheet 2.
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How Do You Accomplish Worksheet 1?

Form 941 worksheet 1 is divided into three sections. You should under-
stand how you paid your staff during the reporting quarter before start-
ing Worksheet 1. To establish the refundable and non-refundable com-
ponents of these tax credits, fill out the appropriate worksheet sections.

Worksheet 1 was created by the IRS to assist employers in calculating 
the tax credits to which they are entitled. Worksheet 1 is not required by 
the IRS to be attached to Form 941. It’s just a calculator to help you with 
your 2021 Form 941 computations.

Employee Retention Credit Worksheet 2021

Due to the COVID-19 pandemic, companies in the United States have 
had to make various changes to Form 941, Employer’s Quarterly Feder-
al Tax Return. If you’re an employer planning to apply for COVID-19 tax 
credits, you should be familiar with Form 941 Worksheets and when to 
use them.

Worksheet 4 was introduced to the Form 941 instructions last quarter, 
but it was not required for the second quarter of 2021 since it is only re-
quired for the third and fourth quarters of 2021 to compute the Employ-
ee Retention Credit. 

Worksheet 4 will take the place of Worksheet 2 and will compute all 
qualifying salaries earned after June 30, 2021.

Worksheet 4 will be unfamiliar to employers submitting Form 941 for the 
third quarter. Employers will compute the ERC using Worksheet 4 for 
the forthcoming third-quarter reporting; it applies to any eligible wages 
earned after June 30, 2021.

Learn more about How to Apply for Employee Retention Credit.
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Here’s a quick rundown of Worksheet 4 and how to use it effectively.

●	 Whether or not you claim credit for eligible sick and family leave 
earnings will influence how you fill out line 1a and the rest of the 
worksheet’s first step. You have two possibilities for finishing this 
line:

●	
●	 If you’re claiming credit for eligible sick and family leave this quar-

ter, skip to step 2 and enter the value from Worksheet 3, step 1, line 
1f.

●	
●	 Before moving on to step 2, complete each line of step 1 (1b-1g) 

if you are not claiming credit for qualifying sick and family leave 
earnings.

After determining the employer portion of Medicare tax, go to step 2 of 
the worksheet to compute the employee retention credit. It is crucial 
that you know which tax year and quarter you are submitting since this 
will determine which form you will need to submit.

Worksheet for Employee Retention Credit in 2021

Form 941 has undergone several revisions as a result of COVID-19. The 
CARES Act’s tax reduction for companies is primarily responsible for this. 
This allows you to claim the employee retention credit, as well as tax 
credits for sick and family, leave earnings.

Worksheet 1 was intended to make it easier for employers to compute 
their refundable and non-refundable tax credits. The first portion of 941 
worksheets 1 deals with the reduction in the employer’s contribution of 
social security tax for the quarter. 

The form’s second component covers credits for sick and family leave 
wages, while the third section assists companies in calculating the em-
ployee retention credit.
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If the credit exceeds the employer’s entire Social Security or Medicare li-
ability in any calendar quarter, the excess is reimbursed to the employer, 
whether before or after June 30, 2021. The amounts of these credits will 
be reconciled on the company’s Form 941 at the end of the quarter.

Employers who requested and received a sophisticated ERTC payment 
for wages earned in the fourth quarter of 2021 must repay the advance 
by the due date for the relevant work tax return for the fourth quarter 
of 2021. If payments are not paid according to these certain restrictions, 
fines may be incurred.

PEO clients who had their work tax contributions reduced or received 
advance payments by submitting Form 7200 must repay these funds 
through their PEO accounts.

ERC had more possibilities in 2021. Unlike in 2020, when ERC is deter-
mined as a whole for the year, in 2021, ERC is calculated independent-
ly for each quarter. Qualified salaries and costs are capped at $10,000 
each quarter in 2021, with a credit of up to 70% of those wages/expens-
es available.

Check out this Comprehensive Guide on Employee Retention Tax Credit 
Updates.

Do I Qualify for the Employee Retention Credit in 2021?

This is when things become complicated. The regulations are intricate. 
They are different in 2020 and 2021.

In 2019, how many full-time employees did you have on average?

Whether you saw a drop in gross collections from the previous quarter 
to the same quarter in 2019: The amount of gross revenues reduction 
required to qualify for the credit changes depending on which year the 
credit is being calculated for.
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Whether you were completely or partially turned off during that time 
because the requirements are complicated.

Rules for Employee Retention Tax Credit Qualification:

To be eligible for 2021, you must have one of the following:

●	 Experiencing a 20% drop in gross revenues (i.e., gross receipts were 
less than 80% of prior) in the calendar quarter of 2021 compared to 
the same quarter in 2019.

●	
●	 During any calendar quarter of 2020, your business was entirely or 

partially suspended by government orders.

Is Employee Retention Credit Extended Through 2021? 

ERTC has been extended to encompass the third and fourth quarters of 
2021, utilizing the same regulations as the previous quarters in 2021, as 
of March 2021. 

In addition, the March guideline added several new regulations of social 
security for Severely Financially Distressed Businesses, Recovery Start-
up Businesses, and eligible employers.

To add to the confusion, Congress’s Infrastructure Bill of November 2021 
eliminated the ERTC credit for all except Recovery Startup Businesses in 
Q4 2021.

No fines or late fees will be applied if the underpayment is corrected 
by the end of the year for firms that had already begun decreasing their 
payroll taxes withheld in the hopes of qualifying for this credit.

You’ll need to file a revised 941 with your payroll firm to claim the ERTC 
retroactively for 2020.
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You have two choices for 2021:

●	 Claim the credit when you file Form 941 each quarter OR

●	
●	 Fill out Form 7200, which allows you to collect the money ahead of 

time by calculating your eligibility. This may be a useful alternative 
for firms in need of cash flow to assist support payroll.

Employee Retention Credit Example 

Because of three major improvements in the Consolidated Appropria-
tions Act of 2021, millions of small-business entrepreneurs are now eligi-
ble for the employee retention credit (ERC):

The ERC and the Paycheck Protection Program loans were available, 
although not on the same salary.

This new rule took effect in 2020. For 2021, the new law includes an up-
graded ERC. The previously strengthened 2021 ERC was prolonged for 
another six months, to December 31, 2021, by the latest law, the Ameri-
can Rescue Plan Act of 2021 (ARPA).

The ERC is a significant event. It has the potential to put tens of thou-
sands of dollars in your pocket to assist cover the expense of paying 
personnel during the COVID-19 pandemic. 

If you run your company as a corporation and earn a W-2 for the work 
you conduct, your W-2 wages are eligible for the ERC.

The only drawback to this tax credit is that determining your eligibility 
and calculating your tax credit might be complicated. You assess your 
eligibility, compute your credit amount, and submit your claim for pay-
ment.
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Scenario:

In the year 2021, you run your dental office as a company. You own the 
entire company. You paid the following salary to your employees in 
the first quarter of 2021:

●	 You: $30,000
●	 1st employee: $10,000
●	 Employee 2 is paid $12,000.
●	 Employee 3 is paid $15,000 per month.

Your three workers are not related to you. In addition, you pay $500 per 
month on behalf of each employee for group health insurance. This perk 
is tax-free for the employees. 
 
For the entire first quarter of 2021, your state has COVID-19 business lim-
itations in effect. However, because your dental practice is a necessary 
business, it was not harmed by the governmental orders. 
 
Over the last three years, you’ve had the equivalent total revenues in 
the first quarter:

●	 2019: $250,000
●	 2020: $240,000
●	 2021: $195,000

Eligibility:  
 
To begin, establish if your first quarter qualifies for the employee reten-
tion credit by fulfilling any of the following criteria.

●	 Your business was fully or partially suspended due to government 
orders

●	
●	 The decline in gross receipts
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Despite government orders, your company continues to operate despite 
suspended operations. 
 
In order to determine if the gross receipts have declined from 2019 to 
2021, you compare your 2019 gross receipts to your 2021 gross receipts. 
If your gross receipts in 2021 are less than 80% of your gross receipts in 
2019, you are eligible for the program. 
 
Qualified Wages: 
 
An eligible business can credit up to $10,000 in qualifying salaries per 
employee for each quarter in 2021. 
 
Employers with less than 500 full-time employees in 2019 can use the 
gross receipts decline to claim all wages given to all employees during 
the 2021 quarter. An important thing to note here is that while the earn-
ings of business owners and their spouses are normally eligible for the 
credit, the wages of most relatives of more than 50% of owners are not. 
 
Check out What Wages Qualify for the Employee Retention Credit. 
 
Amount of Credit: 
 
The credit rate for the quarters of 2021 is 70%. For the first quarter of 
2021, your ERC is $28,000, or 70% of $40,000. 
 
Because your company had 500 or fewer full-time workers in 2019, 
you must pick one of the following choices to claim the credit for the 
2021 quarters:

●	 Deduct the amount of your expected credit from your payroll tax 
contributions.

●	
●	 Request an advance refund using Form 7200 if your expected 

credit is more than your payroll tax contributions.
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Effects of Tax Returns

ERC.15 earnings cannot be deducted as taxable earnings. The credit re-
sulted in an increase of $28,000 in your net business income in 2021.

This is not a financial concern. You get the tax credit, which is a dol-
lar-for-dollar decrease in your payroll, but you don’t get the tax deduc-
tion for the tax credit money you keep.

Employee Retention Credit 2021 Qualifications

The CARES Act’s Employee Retention Credit encouraged employers to 
retain their staff on the job. There are two methods to qualify, although 
the requirements shift from 2020 to 2021.

In 2020, you can qualify by demonstrating that your sales decreased by 
more than 50% in any calendar quarter as compared to the same quarter 
in 2019.

Alternatively, you may have been completely or partially shut down as 
a result of a mandatory order from a federal or local government body 
rather than for voluntary reasons. If the business qualifies through a re-
duction in gross receipts, the credit will be given for the full quarter and 
the next quarter until the drop in gross receipts is less than 20%.

If you qualify through a mandatory closure, you can only use employee 
pay earned during the shutdown, which is computed by the number of 
days rather than the quarter. You may be eligible for the Employee Re-
tention Credit in 2021 if you can demonstrate a 20% decline in revenue in 
any calendar quarter compared to the same quarter in 2019.

The alternate qualifying approach is the same as in 2020, and it is based 
on whether you were shut down completely or partially due to a man-
datory order from a federal, state, or municipal government body rather 
than for voluntary reasons.
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Exclusions from revenue - Please keep in mind that any CARES Act 
funds received by your firm will not be included in your gross receipts. 
This covers PPP Loans, EIDL Loans, Employee per quarter, subsidies for 
defunct venues, and other debt forgiveness initiatives under the CARES 
Act.

Conclusion and Summary on an Ultimate Guide to ERC Worksheet 
2021

In Conclusion, the ERC Worksheet 2021 is a calculator tool for calculat-
ing the credit amount under the Employee Retention Credit. The calcu-
lator can be easily used by eligible small and medium-sized businesses, 
for calculating the ERC effectively and efficiently. 

Schedule Your Employee Retention Credit Consultation 
to see what amount of employee retention tax credit your 
company qualifies for.
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Disaster Loan Advisors™ can assist your business with the complex 
and confusing Employee Retention Tax Credit (ERTC) and Employee 
Retention Credit (ERC) program.

Depending on eligibility, business owners and companies can receive 
up to $26,000 per employee based on the number of W2 employees 
you had on the payroll in 2020 and 2021.

The ERC / ERTC Program is a valuable tax credit you can claim. This 
is money you have already paid to the IRS in payroll taxes for your W-2 
employees.

Done correctly, these tax credits or cash refunds can be retroactively 
claimed for up to 3 years.

EMPLOYEE RETENTION TAX 
CREDIT (ERC / ERTC) HELP: 
CLAIM UP TO A $26,000
REFUND PER EMPLOYEE
FOR YOUR BUSINESS
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It’s encouraged that business owners obtain professional assistance in 
going through the complex 941-X amended filing process to help your 
company maximize the full value of the ERC / ERTC program.

4/15/24 is the Deadline to Amend the 2020 Tax Year.
4/15/25 is the Deadline to Amend the 2021 Tax Year.

As seen on…

Schedule Your Employee Retention Credit Consultation 
to see what amount of employee retention tax credit your 
company qualifies for.
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SCHEDULE YOUR FREE
CONSULTATION CALL NOW

PHONE: 
877-463-9777 toll-free
702-997-1222 main

CORPORATE MAILING ADDRESS:
Disaster Loan Advisors™ (DLA)
a 7 Figure PR™ Brand Company
9030 W Sahara Ave # 400
Las Vegas, Nevada 89117

EMAIL + WEBSITE:
support@disasterloanadvisors.com
DisasterLoanAdvisors.com

https://www.DisasterLoanAdvisors.com/contact
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