
Which of My Employees Should Be Included? 
In general, all employees who perform services for you during the tax year are taken into account in determining your 
FTEs, average annual wages, and premiums paid. Rules that apply to certain types of employees are discussed 
below. 

Excluded employees. The following individuals are not considered employees for purposes of this credit. Do not 
count hours and wages of these employees and premiums paid for them when you estimate your credit.  

• The owner of a sole proprietorship.  
• A partner in a partnership. 
• A shareholder who owns (after applying the section 318 constructive ownership rules) more than 2% of an S 

corporation. 
• A shareholder who owns (after applying the section 318 constructive ownership rules) more than 5% of the 

outstanding stock or stock possessing more than 5% of the total combined voting power of all stock of a 
corporation that is not an S corporation. 

• A person who owns more than 5% of the capital or profits interest in any other business that is not a 
corporation. 

• Family members  or a member of the household who is not a family member but qualifies as a dependent on 
the individual income tax return of a person listed above. Family members include a child (or descendant of 
a child), a sibling or stepsibling, a parent (or ancestor of a parent), a stepparent, a niece or nephew, an aunt 
or uncle, or a son-in-law, daughter-in-law, father-in-law, mother-in-law, brother-in-law, or sister-in-law. A 
spouse is also considered a family member for this purpose. 
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