LATHAM&WATKINS:

CARES ACT RETENTION TAX CREDIT: A visual aide for an
employer’s eligibility to take tax credits for retaining employees

During the calendar quarter:

(1) Was your business fully or partially
suspended due to a COVID-19
governmental order limiting commerce,
travel, or group meetings?
or

(2) Did your business experience a significant
decline in gross receipts (i.e., revenue)?!

Not Eligible

for Credit

Yes

A\ 4

Have you or a member of your controlled Yes

group? received a Paycheck Protection
Program loan under the CARES Act?

Not Eligible

for Credit

No

Did you average
100 full-time
equivalent
employees or
fewer in 20193?

Yes No

You may receive a credit against employer-side
Social Security taxes equal to 50% of all qualifying
wages plus qualified health plan expenses

paid to employees in the quarter (between March
12, 2020 and December 31, 2020)

(up to $10,000% in qualifying wages per employee)
(i.e., a maximum credit of up to $5,000 per
employee)

You may receive a credit against employer-side
Social Security taxes equal to 50% of all qualifying
wages plus qualified health plan expenses

paid to employees not for services in the quarter
(between March 12, 2020 and December 31,2020)
(up to $10,000% in qualifying wages per employee)
(i.e., a maximum credit of up to $5,000 per
employee)

Notes

1 Significant Decline: experience a year-over-year (comparing 2020 to 2019 equivalent calendar quarters) reduction in gross receipts

of at least 50%. Eligibility based on a reduction in gross receipts will continue during the effective period of the credit until such

quarter as gross receipts exceed 80% year-over-year.

2 Eligibility for the Retention Tax Credit is determined based on all entities within a controlled group (using 50% ownership test) and

treats all parent, subsidiary and brother-sister entities as if they were all one employer.

3 Full time equivalent employees (as determined under the Affordable Care Act) includes part-time employees by converting the total

number of hours of service worked by part-time employees into full-time equivalents. Formula is generally total hours divided by

120.

4The same $10,000 in wages cannot be considered for both the Employee Retention Tax Credit and any tax credits under the

Families First Coronavirus Response Act. No double dipping.
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