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Coronavirus (COVID-19) – Small-Business Exemptions from Coronavirus 
Paid Leave Law 

Issue Date: April 2, 2020 

 

The Families First Coronavirus Response Act (FFCRA) includes provisions requiring certain employers 
to provide their employees with paid sick leave or expanded family and medical leave for specified 
reasons related to COVID-19. To help offset the expense to such businesses, tax credits will be 
available to mid-sized employers (500 employees and fewer) if they provide their workers with paid 
leave through the pandemic. At the same time, the law also exempts smaller companies from some of 
these provisions. Here’s the guidance from the Department of Labor: 

 

1. When does the small business exemption apply to exclude a small business from the 
provisions of the Emergency Paid Sick Leave Act and Emergency Family and Medical Leave 
Expansion Act? 
 
An employer, including a religious or nonprofit organization, with fewer than 50 employees (small 
business) is exempt from providing (a) paid sick leave due to school or place of care closures or 
child care provider unavailability for COVID-19 related reasons and (b) expanded family and 
medical leave due to school or place of care closures or child care provider unavailability for 
COVID-19 related reasons when doing so would jeopardize the viability of the small business as a 
going concern. A small business may claim this exemption if an authorized officer of the business 
has determined that: 

1. The provision of paid sick leave or expanded family and medical leave would result in the small 
business’s expenses and financial obligations exceeding available business revenues and cause 
the small business to cease operating at a minimal capacity;   

2. The absence of the employee or employees requesting paid sick leave or expanded family and 
medical leave would entail a substantial risk to the financial health or operational capabilities 
of the small business because of their specialized skills, knowledge of the business, or 
responsibilities; or   

3. There are not sufficient workers who are able, willing, and qualified, and who will be available 
at the time and place needed, to perform the labor or services provided by the employee or 
employees requesting paid sick leave or expanded family and medical leave, and these labor or 
services are needed for the small business to operate at a minimal capacity. 
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2. If I am a small business with fewer than 50 employees, am I exempt from the requirements to 

provide paid sick leave or expanded family and medical leave? 
 
A small business is exempt from certain paid sick leave and expanded family and medical leave 
requirements if providing an employee such leave would jeopardize the viability of the business as 
a going concern. This means a small business is exempt from mandated paid sick leave or 
expanded family and medical leave requirements only if the: 

• employer employs fewer than 50 employees; 
• leave is requested because the child’s school or place of care is closed, or child care provider is 

unavailable, due to COVID-19 related reasons; and 

 

Note: Employers with fewer than 50 employees, even those that claim the above exemption(s), would 
not be exempt from providing paid sick time for other reasons. Those reasons include paid sick time 
taken by an employee who: 

• is subject to a state, local or federal quarantine; 
• has been advised by a health care provider to self-quarantine; 
• is experiencing symptoms of COVID-19 and seeking a medical diagnosis, 
• is providing care for an individual subject to a federal, state or local quarantine or isolation; or 
• is dealing with a “substantially similar condition.” 

 

IRS FAQ: COVID-19-Related Tax Credits for Required Paid Leave Provided by Small and 
Midsize Businesses FAQs 

 

While every effort has been taken in compiling this information to ensure that its contents are totally accurate, 
neither the publisher nor the author can accept liability for any inaccuracies or changed circumstances of any 
information herein or for the consequences of any reliance placed upon it. This publication is distributed on the 
understanding that the publisher is not engaged in rendering legal or accounting advice or services.  
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