FFCRA Federal
Contractors Guide
AS OF APRIL 30, 2020

I. Overview
The Families First Coronavirus Response Act (FFCRA) requires employers with less than 500
employees to provide up to 80 hours of paid sick leave for full-time employees who are subject
to any of the following qualifying reasons:
1. Complying with a federal, state, or local quarantine or isolation order related to COVID-19
2. Advised by a health care provider to self-quarantine due to COVID-19 concerns
3. Experiencing COVID-19 symptoms and seeking medical diagnosis
4. Caring for an individual subject to a federal, state, or local quarantine or isolation order or
advised by a health care provider to self-quarantine due to COVID-19 concerns
5. Caring for the employee’s child if the child’s school or place of care is closed or the child’s
care provider is unavailable due to public health emergency
6. Experiencing any other substantially similar condition specified by the Secretary of
Health and Human Services in consultation with the Secretary of the Treasury and the
Secretary of Labor.
The sick leave must be paid at the employee’s regular rate for qualifying reasons one through
three (above) and at two-thirds the employee’s regular rate for qualifying reasons four through
six (above). Part-time employees are eligible for a pro rata pay. The total required sick leave is
capped at $511 per day or $5,110 per employee for reasons one through three and $200 per day
up to $2,000 for reasons three through four. This emergency sick leave does not replace any
other sick leave offered by the company and will expire after December 31, 2020.
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THE FFCRA ALSO EXPANDS THE FAMILY MEDICAL LEAVE ACT (FMLA), AS
SUMMARIZED BELOW:
•

FMLA now applies to employers with less than 500 employees.

•

Employees only need to be employed for 30 days to be eligible for FMLA leave.

•

The Secretary of Labor can exempt businesses with less than 50 employees if compliance
would jeopardize the viability of the business. The process to obtain an exemption has not
been established.

•

Employers of healthcare workers or emergency responders can exempt such employees at
the employer’s election.

•

Only the first 10 days of FMLA leave will be unpaid, though employees may use other
accrued PTO during the 10-day period.

•

After the 10-day period, the employee must be paid at two-thirds their regular rate for the
employee’s regular hours, up to a ceiling of $200 a day and $10,000 aggregate per employee.

•

Employers with at least 25 employees must offer job-protected leave. Under certain
circumstances, employers with less than 25 employees are not required to provide jobprotected leave if the employee’s position no longer exists due to the pandemic.

The government will utilize tax credits to reimburse businesses for the paid sick leave granted,
as a result of the FFCRA. The FFCRA will expire on December 21, 2020.
The Department of Labor has issued a news release with more information on how to
implement the FFCRA at your business.
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II. Accounting
Emergency sick leave is distinct from the employer’s normal PTO and will ultimately lead to tax
credits. Therefore, it needs to be accounted for separately.
The first recommended step is to establish at least four new leave accounts in your system to
track for tax credits, as described below:

LIMITATIONS

EFFECTIVE
UNTIL

This is for qualified
employees that are ill or
under quarantine (#1-3)

Maximum of $511/day
($5,110 total)

12/31/20

This is for qualified
employees having to take
care of family member of
child (#4-6)

Must receive two-thirds
of their regular rate, up
to a maximum of $200
per day ($2,000 total)

12/31/20

LIMITATIONS

EFFECTIVE
UNTIL

FMLA-N

Under Family Medical
Leave Act (FMLA) –
Employee can choose 80
hours leave without pay or
use existing accrued leave

Leave without pay $0

12/31/20

FMLA-Y

Under FMLA – after the
first two weeks employee
is eligible for up to 400
hours of paid leave subject
to pay cap

Maximum at $200/day
for 10 weeks ($10,000
total)

12/31/20

PAY TYPE

E.G. PAY CODE PER EMPLOYEE

Sick Leave

Sick-EE

Sick Leave

Sick-FM

PAY TYPE

E.G. PAY CODE PER EMPLOYEE

FMLA

FMLA

RECOMMENDED TIPS:
•

Instruct your employees to record their time to the appropriate charge code on their
timesheet to facilitate the correct calculation of their pay.

•

Check with your payroll provider to cap the maximum costs allowed to pay. There may be a need
to establish additional leave codes for part-time employees who receive reduced benefits.
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III. Tax Credits
Eligible employers who pay qualifying sick or child care leave will be compensated, retaining
payroll taxes equal to the amount of qualifying sick and child care leave that they expect to pay.
This includes federal income taxes and the employee and employer’s share of Social Security
and Medicare taxes, with respect to all employees. According to the IRS Information Release
(IR 2020-57), if the payroll taxes are not sufficient to cover the cost of qualified sick and child
care leave paid, employers will be able file a request for an accelerated payment from the IRS.
Processing times are expected to be two weeks or less.

EXAMPLES (PROVIDED BY IR 2020-57)
If an eligible employer paid $5,000 in sick leave and is otherwise required to deposit $8,000 in
payroll taxes, including taxes withheld from all of their employees, the employer could use up to
$5,000 of the $8,000 of taxes they were going to deposit for making qualified leave payments.
The employer would only be required under the law to deposit the remaining $3,000 on their
next regular deposit date.
If an eligible employer paid $10,000 in sick leave and was required to deposit $8,000 in taxes,
the employer could use the entire $8,000 of taxes in order to make qualified leave payments
and file a request for an accelerated credit for the remaining $2,000 (Form 7200 - Advance
Payment of Employer Credits Due to COVID-19).

INTERPLAY WITH CARES ACT TAX PROVISIONS
The same wages for which an employer receives FFCRA payroll credits are not eligible for the
Employee Retention Tax Credit as provided by the CARES Act.
FFCRA tax credits do not impact Paycheck Protection Program (PPP) loan eligibility. However,
the payroll costs eligible for potential loan forgiveness will be economically reduced by the
wages associated with allowed FFCRA tax credits.
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IV. FFCRA and Service Contract Labor Standards
(SCLS)
Federal contracts with SCLS (formerly Service Contract Act SCA) covered employees must pay
particular attention to contracts and labor categories. FFCRA leave payments may also trigger a
requirement for health and welfare (H&W) benefits for SCA-covered employees.

If wage determination
(WD) incorporated
into a contract is
odd-numbered, this
requires H&W on
all hours paid.

If WD incorporated
into a contract is
even-numbered, this
requires H&W on
all hours worked
(excluding sick leave).

H&W benefits are not required

H&W benefits are required

If the wage determination (WD) incorporated into the contract is odd numbered, health and
welfare benefits are required on all hours paid. If the WD incorporated into the contract is even
numbered, health and welfare benefits are required on all hours worked. This slight difference
in working can have a huge impact and cause issues with Department of Labor audits in the
future if not reviewed closely.
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V. Treatment on federal negotiated contracts
The Federal Acquisition Regulations (FAR) govern procurement practices on federal contracts,
including costs allowable on federal contracts. FAR part 31, Contract Cost Principle and
Procedures, contains cost principles and procedures for all contracts entered into by
negotiations under FAR Part 15, Contracts by Negotiation (basically, contracts outside
commercial item acquisition) specifically addresses credits when determining the composition
of total cost. FAR 31.201-1 (a), specifically addresses credits when determining the composition
of total cost, Composition of total cost reads:

(a) The total cost, including standard costs properly adjusted for applicable variances, of a
contract is the sum of the direct and indirect costs allocable to the contract, incurred or to
be incurred, plus any allocable cost of money pursuant to 31.205-10, less any allocable
credits.
Credits are further defined in FAR Part 31.201-5, Credits:

The applicable portion of any income, rebate, allowance, or other credit relating to any
allowable cost and received by or accruing to the contractor shall be credited to the
Government either as a cost reduction or by cash refund.
Tax credits shall be recorded as a cost reduction to leave expense.
The cost reduction shall be recorded in the cost pool in which the cost was originally charged,
typically fringe. We recommend the establishment of an additional general ledger account in the
fringe pool that shall be a contra account to the FMLA leave (thus a “credit” balance).

RECOMMENDED TIPS:
•

Update the leave policy to include leave under FFCRA

•

Ensure sufficient level of documentation to support the leave cost and type of leave taken
(qualification). Contractors should require certifications from employees and retain these
certifications for audits of federal contracts.

•

Track the leave in detail, follow the general accounting instructions described in Section II
and establish four new “leave” accounts.

•

Account for credits separately as a “contra” account in the fringe pool, thus another
additional account for the general ledger.

•

Ensure to include the credit as a reduction of fringe costs claimed on federal contracts.

•

Monitor the impact of the leave cost and credit application impacts on indirect rates.

•

Adjust provisional billing rates when there is a known “material change” for the period.
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Federal Contractor Example
FEDERAL CONTRACTOR EXAMPLE (BASED OFF IR 2020-57)
If an eligible employer paid $5,000 in sick leave and is otherwise required to deposit $8,000 in
payroll taxes, including taxes withheld from all of their employees, the employer could use up to
$5,000 of the $8,000 of taxes they were going to deposit for making qualified leave payments.
The employer would only be required under the law to deposit the remaining $3,000 on their
next regular deposit date.

FRINGE IF THE EMPLOYEE HAD NOT USED THE LEAVE
Fringe Pool (total benefits offered to all employees
statutory and discretionary)			

$

32,000.00

Fringe Base (total labor, less fringe labor)			

$

100,000.00

Fringe Rate					
32.00%

FRINGE IF THE EMPLOYEE USES THE LEAVE AND IT IS FULLY RECOVERED
Fringe Pool (total benefits offered to all employees
statutory and discretionary			

$

32,000.00

Leave labor			
$
5,000.00
Payroll tax credit			

$

(5,000.00}

Adjusted Fringe Pool				

$

32,000.00

Fringe Base (total labor, less fringe labor)			

$

100,000.00

Labor now charged as leave		

$

(5,000.00)

Adjusted Fringe Base				

$

95,000.00

Fringe Rate					
33.68%

FFCRA FEDERAL CONTRACTORS GUIDE | 8

Contact Our Team
Aronson LLC provides a comprehensive platform of assurance, tax, and consulting solutions to
today’s most active industry sectors and successful individuals.
For more than 55 years, we have purposefully expanded our service offerings and deepened
our industry specialties to better serve the needs of our clients, people, and community. From
startup to exit, we help our clients maximize opportunity, minimize risk, and unlock their full
potential.

NICOLE MITCHELL
Partner, Government
Contract Services Group
nmitchell@aronsonllc.com
301.222.8231

MIKE MUSCATELLO
Partner, Government
Contract Services Group
jmuscatello@aronsonllc.com
301.231.6277

TOM CHRISTIANA
Partner, Tax Services Group
tchristiana@aronsonllc.com
240.364.2624
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