
Of all the CARES act provisions, the Employee Retention Cred-
it (ERC) is one of the least understood. The credit, intended 
to repay employers who continued to pay employees during 
the pandemic, has changed over time. The latest IRS update 

to qualify.

qualify under the Gross Receipts or Operations Impact tests 

that are colleges or universities, or whose principal function is 
-

recipients could not receive credit. This was changed retroac-

employers must 
demonstrate at least a 20% reduction in gross receipts to qualify for the credit. An employer 
meets this test if their gross receipts for the quarter they are claiming the credit for are less 
than 80% of their gross receipts for the same calendar quarter of 2019.
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same calendar quarter in 2019, then the same 2020 calendar 

current quarter with gross receipts from the same quarter in 2019, 
employers can elect to use an alternative quarter to calculate 

calendar quarter prior to the quarter they are claiming the credit 
for to the same calendar quarter in 2019 to determine if there is a 

Example of using 2020 gross receipts: 

-

-

ERC under the general comparison rule.
Note: 

Q1 $115,000 $95,000 $95,000

Q2 $120,000 $90,000 $85,000

Q3 $90,000

Q4 $82,000 

“A governmental order that results in a reduction in an employ -

-

company has to show a more than nominal (greater than 10%) 

are required to demonstrate that sales and hours were a�ected 
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