Employer Credit
for Paid Family
and Medical Leave

Updated for Working Families Tax Cuts (WFTC)

IRC Section 45S provides a federal tax credit for eligible employers that provide paid family
and medical leave to qualifying employees.

The credit is available for tax years beginning after December 31, 2017.
Enhancements made for tax years beginning after December 31, 2025.

'-'-' The WFTC makes the credit permanent
(1)

Employee Eligibility

The WFTC expands employee eligibility.
Key updates include:

Eligibility
E To be eligible for the credit, an employer must

have a written policy in place that provides:

e At least two weeks of paid family and medical e Employers may elect to qualify employees
leave annually to full-time employees (prorated after 6 months of service (instead of one year.)

for part-time employees).
P ployees) ¢ Rules for part-time employees and the

e Pay for family and medical leave that is at calculation of compensation have been
least 50 percent of the wages normally paid to updated and broadened.
the employee.

Credit Options Credit Amount
‘ Employers may elect either: lg The credit equals 12.5% to 25% of
& qualifying paid family and medical leave
¢ A credit based on qualifying paid family and wages or qualifying insurance or premiums.

medical leave wages.

OR 12.5%-25%

¢ A credit based on qualifying paid family and of qualifying amounts
medical leave insurance premiums
(if requirements are met).

Limits
Generally, for tax years beginning in 2025, the employee’s compensation from the employer must be
$87,000 or less for the paid leave to qualify for the credit (indexed for inflation).

For additional information, visit Employer Credit for Paid Family and Medical Leave Frequently Asked
Questions at IRS.gov/45sfags.
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