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*The aggregated group rules affect all aspects of the ERC and may help, or hinder, an employer when determining 

eligibility and the amount of the credit.*

Q-1. Do aggregation rules apply for the ERC? 


A-1. Yes. 



Q-2. What is the purpose of aggregation rules? 


A-2. 	Aggregation rules may require certain taxpayers to aggregate as a parent-subsidiary controlled group, a brother-

sister controlled group, or a combined group under common control. 



Q-3. Why do aggregation rules matter for ERC purposes?


A-3. 	All entities that are aggregated and treated as a single employer under IRC §52(a), §52(b), §414(m), or §414(o) must 

be treated as a single employer for ERC purposes. 



Q-4. 	How are the aggregation rules applicable in the ERC context? 


A-4. 	The aggregation rules are applicable in the ERC context for 

determiningÓ

Å Whether the employer’s trade or business was fully or partially 

suspended by pandemic-related governmental order

Å Whether the employer has a significant decline in gross receiptsØ

Å The number of full-time employeesØ

Å If all members in an aggregated group are precluded from claiming 

the ERC due to any member’s receipt of PPP



Q-5. Which rules apply to aggregate corporate taxpayers in the 

context of controlled groups? 


A-5. IRC §52(a), in conjunction with IRC §1563, are applicable to
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controlled groups of corporations. Under these rules, corporate 

taxpayers may be required to aggregate as a parent-subsidiary 

controlled group, a brother-sister controlled group, or a 

combined group of corporations.



Q-6. What is a “common parent”?


A-6. A “common parent” is the corporation owning 80% or 

more of the voting power or value of at least one other 

corporate group member. IRC §52(a)(1) modifies this definition, 

reducing the percentage rate to “more than 50%.”



Q-7. What is a “parent-subsidiary controlled group”?


A-7.   A “parent-subsidiary controlled group” is one or more 

chains of corporations which are connected through stock 

ownership with a common parent corporation if group 

members, in the aggregateL

P own (directly or constructively) stock possessing more than 

50% of the total combined voting power, orl

P More than 50% of the total value of each of the 

corporations. 



Q-8.  What is a “brother-sister controlled group”?


A-8. Two or more corporations are deemed a “brother-sister 

controlled group” if five or fewer individuals, estates, or trusts 

own (directly or constructively)L

P at least 80% of the total combined voting power of all stock 

classes entitled to vote or at least 80% of each corporation’s 

total value; anf

P stock possessing more than 50% of the total combined 

voting power of all stock classes entitled to vote or more 

than 50% of each corporation’s total value, accounting for 

each such person’s stock ownership only to the extent that 

their stock ownership is identical with respect to each 

corporation).

Q-9. What happens if a corporation is a component 

member of two or more brother-sister controlled 

groups?


A-9. A corporation may be treated as a component member 

of only one controlled group for any taxable year. The 

corporation may choose the group in which it will be a 

component member by including on or with its return a 

statement titled “STATEMENT TO ELECT CONTROLLED 

GROUP PURSUANT TO §1.1563-1(c)(2).”


If no election is filed, the IRS will determine the group in 

which the component corporation is to be included. 



Q-10. What constitutes a “combined group of 

corporations”?


A-10. A combined group of corporations is three or more 

corporations each of which is a member of either a parent-

subsidiary controlled group or a brother-sister controlled 

group, and one or more of the corporations is both:l

P the common parent of a parent-subsidiary controlled 

group, anf

P a member of a brother-sister controlled group.



Q-11. What if a trade or business is not incorporated?


A-11.	IRS §52(b) aggregation rules apply to entities which 

are not incorporated (i.e., partnerships, trusts, estates, sole 

proprietorships). Such entities will also be treated as a 

single employer if they are under “common control.” 

Applying rules analogous to the IRS §52(a) rules described 

above, the entities will be treated as under “common 

control” if they are determined to be members of a parent-

subsidiary group, a brother-sister group, or a combined 

group. 
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