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IRS Provides New Refundable Payroll Tax 

Credits for Small Employers 
 

The IRS has provided two new refundable payroll tax credits1 for small and midsize employers, 

designed to immediately and fully reimburse them, for the cost of providing Coronavirus-related leave 

to their employees. This relief has been provided under the Families First Coronavirus Response Act 

(the Act), signed by President Trump on March 18, 2020.  

 

The purpose of the Act is to help the United States combat and defeat COVID-19 by giving all 

American businesses with fewer than 500 employees’ funds to provide employees with paid leave, 

either for the employee’s own health needs or to care for family members.  Eligible employers will be 

able to claim these credits based on qualifying leave they provide employees between the date the law 

goes into effect (April 1, 2020) and December 31, 2020. 

 

The key takeaways of the Act: 
 

Paid Sick Leave for Workers: For COVID-19 related reasons, qualifying employees can receive up to 

80 hours of paid sick leave and expanded paid childcare leave when employees’ children’s schools are 

closed or childcare providers are unavailable. 

 

Complete Coverage: Eligible employers can receive 100-percent reimbursement for paid leave 

pursuant to the Act.  Additionally, health insurance costs are also be included in the credit, employers 

would face no payroll tax liability for any portion of tax they are normally required to pay, and self-

employed individuals can receive an equivalent credit as well. 

 

Fast Funds: Since this is a payroll related issue reimbursement is expected to be quick and easy to 

obtain with an immediate dollar-for-dollar tax offset against payroll taxes provided.  

 

Easing Compliance: Labor would be issuing a temporary 30-day non-enforcement period under which, 

labor would not bring an enforcement action against any employer for violations of the Act so long as 

the employer has acted reasonably and in good faith. Labor would instead focus on compliance 

assistance during the 30-day period. 

 

The IRS has requested taxpayers to visit Coronavirus Tax Relief for more information about tax credits 

and other relief. Finally, the IRS would post information regarding the process to receive an advance 

payment of the credit by next week. 
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DISCLAIMER 
 
This material is presented with the understanding that the author is providing basic information only and assumes no liability whatsoever in 
connection with its use. Tax laws are constantly changing, are subject to differing interpretations, and the facts and circumstances in any 
particular situation may not be the same as those presented here. Therefore, we urge you to do additional research and make sure that you are 
fully informed and knowledgeable before using the information contained herein. 
 
To ensure compliance with Treasury Regulations (31 CFR Part 10, §10.35), we are required to inform you that any tax advice contained in any 
correspondence or other communication from us is not intended or written by us to be used, and cannot be used by you or anyone else, for the 
purpose of avoiding penalties imposed by the Internal Revenue Code. 
 
 

 

https://www.irs.gov/coronavirus
https://www.irs.gov/newsroom/treasury-irs-and-labor-announce-plan-to-implement-coronavirus-related-paid-leave-for-workers-and-tax-credits-for-small-and-midsize-businesses-to-swiftly-recover-the-cost-of-providing-coronavirus

