
Determining whether employer can claim credit for employee during 3rd or 4th calendar quarter of 2021
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During the calendar quarter, were the employer’s operations either fully or partially 
suspended under government order limiting commerce, travel, or group meetings (for 
commercial, social, religious, or other purposes) due to COVID-19?

Did the employer pay the wages in question 
to the employee after June 30, 2021, and 
before January 1, 2022?

Did the employer use those wages to claim the research credit, Indian 
employment credit, military differential wage payment credit, family  
& medical leave credit, work opportunity credit, empowerment 
zone credit, paid sick leave credit, or paid family leave credit?

Did employer average over 500 full-time employees (FTEs) in 2019 
(2020 if employer did not exist in 2019)? (“full-time” = employee 
averaged at least 30 hours/week) 

Was the employee any of the following?
·  relative or dependent of employer
·  owner of over 50% in value of employer’s stock
·  owner of over 50% of capital and profits interests in employer

OTHER KEY FACTS:

• Refundable employee retention credit 
is claimed against employer’s portion of 
Medicare tax on wages. 

• Credit = 70% of qualified wages paid in 
calendar quarter, limited to $10,000 in 
qualified wages per employee per quarter. 
Maximum credit = $7,000 per employee per 
quarter.

• For Recovery Startup Business: Total credit 
allowed limited to $50,000 per quarter.

• Limited advance payment of credit is 
available only to employer that averaged 500 
or fewer FTEs in 2019 (in 2020 if employer did 
not exist in 2019).

Is the employer a recovery startup business?

Employee Retention Credit 
allowed for wages paid to 
employee for time employee  
is NOT providing services due 
to the employer’s suspended 
operations or decline  
in gross receipts  
described above.

Employee Retention Credit 
allowed for wages paid to 
employee—whether or not 
employee was providing 
services—due to the employer’s 
suspended operations or  
decline in gross receipts  
described above.

Employee Retention Credit 
allowed for wages paid 
to employee in the  
calendar quarter.

Employee Retention Credit 
allowed for wages paid 
to employee in the  
calendar quarter.

Were the employer’s gross receipts for the calendar 
quarter less than 80% of gross receipts for the 
same 2019 calendar quarter (or for the same 2020 
calendar quarter if the employer did not exist at 
the beginning of the same 2019 calendar quarter)?

Is the employer a “recovery startup business”? 
Requirements:
1. Began carrying on trade or business after  

Feb. 15, 2020, and
2. Average annual gross receipts of $1,000,000 or 

less for 3-tax-year period ending with tax year 
preceding calendar quarter for which credit is 
determined

YES YES NOIs the employer a 
governmental employer?

Is the governmental employer an exempt 501(c)
(1) organization, a public college or university, or a 
public medical or hospital care provider? 

Was the employee paid wages for NOT providing services due to 
the employer’s suspended operations or decline in gross receipts 
described above?

Is the employer a “severely financially distressed employer” (i.e., 
gross receipts for calendar quarter less than 10% of gross receipts 
for same 2019 calendar quarter (or same 2020 calendar quarter if 
employer did not exist at beginning of same 2019 calendar quarter))?

Was the employer carrying on 
a trade or business during the 
calendar quarter?
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Determining whether employer can claim credit for employee during 2nd or 3rd calendar quarter of 2021
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Has the employer claimed an exemption 
from providing paid sick or family leave 
under U.S. Dept. of Labor rules? For details, 
see https://www.dol.gov/agencies/whd/
pandemic/ffcra-questions.

Did employer have less than 500 full-time and part-
time employees in the U.S. (includes any state, District 
of Columbia, or U.S. territory or possession) when the 
employee was to go on leave? For details, see https://www.
dol.gov/agencies/whd/pandemic/ffcra-questions.

Is the employer the federal 
government?

Is the federal governmental 
employer an exempt 501(c)(1) 
organization?

YES
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Did the employee take the 
leave at any point during the 
period April 1, 2021, through 
September 30, 2021?

· is subject to a federal, state, or local quarantine or isolation 
order related to COVID-19;

· has been advised by a health care provider to self-quarantine 
due to COVID-19 concerns;

· is experiencing COVID-19 symptoms and seeking a medical 
diagnosis;

• is seeking or waiting for results of a COVID-19 diagnostic test 
or medical diagnosis and has been exposed to COVID-19, or the 
employee’s employer has requested the test or diagnosis; or

• is obtaining a COVID-19 vaccination or recovering from any 
related injury, disability, illness, or condition

· is caring for an individual who (i) is subject to a federal, state, 
or local quarantine or isolation order related to COVID-19, 
or (ii) has been advised by a health care provider to self-
quarantine due to COVID-19 concerns;

· is caring for a son or daughter if the child’s school or place of 
care has been closed, or the child care provider is unavailable, 
due to COVID-19 precautions; or

· is experiencing any other substantially similar condition 
specified by the U.S. Dept. of Health and Human Services

· must care for a son or daughter under age 18, whose school 
or place of care has been closed, or whose care provider is 
unavailable, due to a public health emergency declared for 
COVID-19;

· is not working for any reason for paid sick leave;
· is seeking or waiting for results of a COVID-19 diagnostic test or 

medical diagnosis and has been exposed to COVID-19, or the 
employee’s employer has requested the test or diagnosis; or

· is obtaining a COVID-19 vaccination or recovering from any 
related injury, disability, illness, or condition

What is the reason for the employee’s leave?

Employee cannot work or telework because he or she:

Employee cannot work or telework because he or she: 

Paid Sick Leave  
Credit allowed 
for up to $511/day  
($5,110 total for  
up to 10 days per 
employee)

Paid Sick Leave  
Credit allowed 
for up to $200/day 
($2,000 total for 
up to 10 days per 
employee)

Paid Family Leave 
Credit allowed 
for up to $200/day 
($12,000 total for  
up to 12 weeks  
per employee)

NO  Paid Sick Leave Credit or Paid Family Leave Credit 
Special rule applies for employers of “health care 
providers” and “emergency responders”. For details, 
see https://www.irs.gov/newsroom/covid-19-related-
tax-credits-what-is-an-eligible-employer-faqs#what-
eligible-employer

OTHER KEY FACTS:

• Refundable paid leave credits are claimed 
against employer’s portion of Medicare tax 
on leave wages.

• Employer’s gross income is increased by  
paid leave credit amounts allowed.

• Credits are increased by allocable health 
plan expenses and certain collectively 
bargained benefits, and employer’s portion 
of Social Security tax and Medicare tax 
imposed on leave wages.

• Credits are decreased by portion of research 
credit or Section 2301 employee retention 
credit attributable to leave wages.

• Wages used for one paid leave credit cannot 
be used for the other paid leave credit, or for 
the Indian employment, military differential 
wage payment, family and medical leave, 
work opportunity, or IRC 3134 employee 
retention credits.

• Advance payment of credits is available.

OTHER KEY FACTS:

Key Facts & FiguresCOVID-19 American Rescue Plan Act: Paid Sick and Family Leave Credits
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