The employee retention tax credit (ERTC) is a broad based refundable tax credit designed to encourage employers to keep employees on their payroll. The credit is 50-70% of up to $10,000 in wages
paid by an employer whose business is fully or partially suspended because of COVID-19 OR
whose gross receipts declined by more than 20-50% depending on the year. Eligible employers
can get immediate access to the credit by reducing employment tax deposits they are otherwise require to make when they file their form 941.
This diagram was created for illustration purposes only. Please consult a CPA about your specific situation.

The qualifications differ between 2020 and 2021. You must determine first if you are an eligible business:

Were gross receipts for at least one
quarter in 2020 less than 50% of gross
receipts for the same quarter in 2019?

ELIGIBLE

yes

due to decline in
gross receipts

NO
Was the business fully or partially
suspended by a governmental authority
during any calendar quarter of 2020?

ELIGIBLE

yes

due to government
suspension

NO
NOT ELIGIBLE

ELIGIBLE

due to decline in
gross receipts

Were average 2019 full-time
employees greater than 100?

yes

Were employees furloughed with pay

NO

(i.e. not working but still receiving pay,
including healthcare costs)?

yes

wages paid to
employees while they were NOT
working, are eligible for ERTC.

NO
NO WAGES QUALIFY

All wages paid to employees
(working or not) are eligible for the ERTC
(Except wages paid with PPP funds)

ELIGIBLE

due to government
suspension

Were average 2019 full-time
employees greater than 100?

yes

NO

During the time you were shut down,
qualified wages paid to all employees
(working or not) are eligible

During the time you were shut down,
qualified wages paid to all employees who
were not working, are eligible

NOTE: Eligible wages are those subject to Social Security tax and can be increased by any healthcare costs paid by the employer.
Wages paid using ppp funds should be excluded from any calculations.
Qualifying wages during 2020 are capped at $10,000 per year per employee and credited at a rate of 50%

The qualifications differ between 2020 and 2021. You must determine first if you are an eligible business:
This diagram was created for illustration purposes only. Please consult a CPA about your specific situation.

Were gross receipts in Q1 or Q2 in 2021 less than
80% of gross receipts for the same calendar
quarter in 2019?

ELIGIBLE

yes

due to decline in
gross receipts

OR
Were gross receipts for the immediately preceding
quarter less than 80% of gross receipts for the
corresponding calendar quarter in the calendar
year 2019? (i.e. - Q1 2021 compared to Q4 2019)

NO
Was the business fully or partially suspended by a
governmental authority during any calendar
quarter of 2021?

yes

ELIGIBLE

due to government
suspension

NO
NOT ELIGIBLE

ELIGIBLE

due to decline in
gross receipts

Were average 2019 full-time
employees greater than 500?

yes

Were employees furloughed with pay

NO

(i.e. not working but still receiving pay,
including healthcare costs)?

yes

wages paid to
employees while they were NOT
working, are eligible for ERTC.

NO
NO WAGES QUALIFY

All wages paid to employees
(working or not) are eligible for the ERTC
(Except wages paid with PPP funds)

ELIGIBLE

due to government
suspension

Were average 2019 full-time
employees greater than 500?

yes

NO

During the time you were shut down,
qualified wages paid to all employees
(working or not) are eligible

During the time you were shut down,
qualified wages paid to all employees who
were not working, are eligible

NOTE: Eligible wages are those subject to Social Security tax and can be increased by any healthcare costs paid by the employer.
Wages paid using ppp funds should be excluded from any calculations.
Qualifying wages during 2021 are capped at $10,000 per year per employee and credited at a rate of 70%

