
Large employer: Qualified Wages* =
Only wages/employer health plan 
premiums (plus employee pre-tax 
premiums) paid in quarter for a 
period for which employee did not 
provide services (limited to $10,000 
per employee for each quarter)

Small employer: Qualified Wages* = 
All wages/employer health plan 
premiums (plus employee pre-tax 
premiums) paid in quarter (limited 
to $10,000 per employee for each 
quarter)

ERC = 70% of Qualified Wages*

*The same wages cannot be used as both ERC Qualified Wages and to obtain PPP loan forgiveness.
** Note that for Q3 and Q4 only, additional ERC eligibility opportunities have been added for "recovery  
     startup businesses" and "severely financially distressed employers"; see our full article for details.

Not eligible
for ERC

For 2019, on average, did the 
controlled group have 500 or fewer 
full-time employees (30 hours/
week or 130 hours/month)?

For the 2021 quarter, were any
controlled group members’ operations
fully or partially suspended due to a
government order?

2021 ERC DECISION TREE
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The Employee Retention Credit (ERC) offered relief to certain employers affected by COVID-19 in 2020, in the 
form of a fully refundable federal payroll tax credit. It was later extended to all four quarters of 2021, with
certain changes – most notably the fact that Paycheck Protection Program (PPP) loan recipients can now claim 
these credits, subject to certain restrictions. Use the decision tree below to assess your eligibility and how much 
credit you may be eligible for. For more details or to learn about ERC eligibility for 2020, read our full article 
(www.cohnreznick.com/insights/employee-retention-credit-now-available-to-ppp-recipients).

Any advice contained in this communication, including attachments and enclosures, is not intended as a thorough, in-depth analysis of specific issues. Nor is it 
sufficient to avoid tax-related penalties. This has been prepared for information purposes and general guidance only and does not constitute professional 
advice. You should not act upon the information contained in this publication without obtaining specific professional advice. No representation or warranty 
(express or implied) is made as to the accuracy or completeness of the information contained in this publication, and CohnReznick LLP, its members, employ-
ees and agents accept no liability, and disclaim all responsibility, for the consequences of you or anyone else acting, or refraining to act, in reliance on the 
information contained in this publication or for any decision based on it.
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Were the controlled group's gross 
receipts for the quarter, or for the 
immediately preceding quarter, 
less than 80% of its gross receipts 
for the same quarter in 2019?

www.cohnreznick.com/insights/employee-retention-credit-now-available-to-ppp-recipients

