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Gross receipts are the total sums collected from all sources throughout 
the organization’s yearly accounting period, minus any charges or ex-
penses. 

There can be many reasons for calculating gross receipts for Employ-
ee Retention Credit. Additionally, businesses should understand what 
should and should not be included in gross receipts for Employee Re-
tention Credit.

Furthermore, understanding the process of calculating gross receipts 
for ERC would also help save time for businesses.

What are Gross Receipts?

Gross receipts are the total amounts received by an eligible employer 
or organization from all sources during the annual financial statements 
period, less any expenses or even other deductible items. Consult your 
state or city to be sure you understand what gross receipts are in your 
area.

Here are a few common reasons why gross receipts must be  
calculated:

● Tax on gross receipts.
● Loans for businesses.
● Personal earnings.
● Partial suspension.
● Determination and qualifications for small businesses.

GROSS RECEIPTS FOR  
EMPLOYEE RETENTION CREDIT
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Gross receipts tax is a tax on gross receipts that some firms in certain 
states are required to pay. You must look at your entire gross receipts for 
the period to determine how much tax you owe.

Businesses are usually subject to a gross revenues tax in social security. 
In addition to corporate income taxes, some governments levy a gross 
receipts tax. The gross receipts tax varies from one state to the next.

What is Included in Gross Receipts?

Gross receipts are defined as all income received or accumulated (in 
line with the entity’s accounting system) from any source, including 
product or service sales, interest, dividends, rents, royalties, fees, or 
commissions, fewer returns, and allowances.

Receipts are generally defined as “total income” (or “gross income” in 
the case of a sole proprietorship, independent contractor, or self-em-
ployed individual) plus “cost of products sold,” excluding net capital 
gains or losses, as defined and reported on IRS tax return forms.

● Taxes collected for and remitted to a taxing authority are included 
in gross receipts(such as sales or other taxes collected from cus-
tomers and excluding taxes levied on the concern or its employ-
ees).

● 
● Proceeds from transactions between a concern and its domestic or 

foreign affiliates.
● 
● Amounts collected for another by a travel agent, real estate agent, 

advertising agent, conference management service provider, 
freight management service provider, and freight management 
service provider. Other expenses, such as subcontractor fees, re-
imbursements for purchases made at the request of a customer, 
investment income, and employee-based expenditures like payroll 
taxes, are not allowed to be omitted from gross receipts.
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What are Gross Receipts for Employee Retention Credit? 
 
Even if the employer discovers a large decline in gross revenues in 2020 
after January 1, 2021, the corporation is allowed to claim the Employee 
Retention Credit on qualified salaries given in 2020. 
 
The employer can claim the advance payment credit by filing Form 941-
X, Adjusted Company’s Quarterly Us Tax Return, or Request for Rebate 
wages for the purpose of reflecting changes in its tax liabilities. The 
revenue process establishes a safe harbor that permits firms to remove 
these grants and forgiveness amounts from gross receipts for the sole 
purpose of calculating ERC eligibility for distressed employers. 
 
Employee turnover, or the loss of organizational talent over time, is a 
major problem for most businesses. In 2019, about 42 million Americans 
willingly quit their employment. If present trends persist, more than one-
third of employees will leave their jobs willingly by 2023. 
 
Check out Everything to Know About Employee Retention Credit – ERC 
Example.

What is Included in Gross Receipts for the Employee Retention  
Credit? 
 
The entire gross receipts from all participants of the aggregation group 
are included in an employer’s gross receipts. Wages eligible for the ERC 
are half of the qualifying salary paid to employees by qualified business-
es as employees per quarter in a subsequent quarter. Qualifying wages 
include the employer’s qualified health plan costs that are appropriately 
allocated to the wages. 
 
What Counts As Gross Receipts for Employee Retention Credit? 
 
Gross receipts are all revenue, regardless of form, received or accumu-
lated from any source, such as product or service sales, interest, divi-
dends, rents, royalties, fees, or commissions, fewer returns, and allow-
ances. 
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Section 171.103 of the Tax Code defines Gross Receipts for an Employ-
ee Retention credit and describes what counts as gross receipts for 
Employee Retention Credit:

● Every sale of tangible property to a buyer.

● 
● Every service done, with the exception of receipts collected from 

servicing debts backed by real property, that is in this area of the 
actual property.

● 
● Every rental property.
● 
● Employment tax returns.
● 
● The use of an invention, copyright, logo, franchise, or license in this 

state.
● 
● Every transaction of real estate in this state, including royalties from 

oil, gas, and other mineral holdings.
● 
● Other transactions.

An organization generally does not have more than $5,000 in yearly 
gross receipts for the purposes of the gross receipts test if the organi-
zation received gross receipts of $7,500 or less during its first tax year, a 
total of $12,000 or less in gross receipts during its first two years, and a 
total of $15,000 or less in gross receipts during the immediately preced-
ing two years plus the current year if the organization has been in exis-
tence for at least three years. 

What is Not Included When Calculating Gross Receipts for the  
Employee Retention Credit?

PPP loans and Shuttered Venue Operator Grants (SVOG) are not includ-
ed in gross receipts under the Tax Relief Act of 2020. 
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Restaurant Revitalization Fund (RRF) subsidies are likewise not includ-
ed in Gross receipts under the American Rescue Plan (ARP) Act of 2021. 
Many people were concerned, however, that these goods were includ-
ed in gross receipts as tax-free income. 
 
In Rev. Proc. 2021-33, it is stated that these funds are normally included 
in total receipts. However, when evaluating gross receipts for ERC eligi-
bility, a Safe Harbor is offered that allows all three loans to be excluded. 
 
How Do You Calculate Gross Receipts for Employee Retention Credit? 
 
You might use an accounting system to organize your records and re-
ports for convenient access to simplify your bookkeeping.

You calculate your gross receipts by:

● Choose a time period to measure, such as annual gross receipts 
and wages per employee.

● 
● Decide whether your company uses cash or accrual accounting to 

determine when sales and income are recognized in your books.
● Gross receipts are calculated by adding all products and services 

sold throughout the period.
● 
● Only add up sales where you delivered the goods or finished the 

services within the period while using accrual accounting.
● 
● Only include sales when you have received payment in cash-basis 

accounting.

Total qualifying salaries and related health insurance premiums for each 
quarter must be computed and removed from your payment on Form 
941, Employer’s Monthly Federal Taxable Income, to claim the new Em-
ployee Retention Credit. Check out All About Employee Retention Credit 
Taxable Income.
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What is the Gross Receipts Test for the Employee Retention Credit? 
 
Gross receipts tests are the gross revenue requirements to be fulfilled 
for the Employee Retention Credit. Several negative elements of the 
Code are exempted for taxpayers who fulfill the gross revenue require-
ment under IRC Section 448(c).  
 
The gross revenue test is satisfied if a taxpayer’s average annual gross 
receipts for the three taxable years immediately before that taxable year 
did not exceed $25 million, adjusted for inflation. 
 
The Internal Revenue Service (IRS) has updated revenue procedures 
that might affect whether or not a taxpayer fulfills the gross receipts test. 
 
Learn more about Employee Retention Credit IRS FAQs. 
 
What is a Significant Decline in Gross Receipts for the Employee  
Retention Credit? 
 
If a Qualified Employer’s gross receipts have dropped dramatically, they 
may be eligible for the Employee Retention Credit.

An employer’s gross receipts are determined to have declined signifi-
cantly between the first calendar quarter of 2020 and the first calendar 
quarter soon following the quarter in which total revenues were higher 
by over 80% of total revenue for the same calendar month in 2019. 
 
If gross sales fall below that level, the employer must also consider 
whether the business’s 2020 quarterly gross receipts were greater than 
80% as of the same calendar quarter in 2019. 
 
If this is the case, the considerable drop in gross receipts came to an 
end in the first calendar quarter after the first calendar quarter in which 
an employer’s quarterly gross sales in 2020 exceed 80% of the same 
calendar quarter in 2019, or in the first calendar quarter of 2021. 
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Even if the employer discovers a large decline in gross revenues in 2020 
after January 1, 2021, the corporation is allowed to claim the Employee 
Retention Credit on qualified salaries given in 2020 in the 3rd quarter as 
well as the 4th quarter.

COVID-19 is not required to be the cause of a large drop in gross re-
ceipts under the CARES Act. The IRS should have access to the docu-
ments for at least four years

How are Gross Receipts Used for the Employee Retention Credit?

Gross receipts are used for the Employee Retention Credit for the en-
tire amount of all cash and property receipts before any deductions for 
costs or other deductible items.

Gross revenues, unlike gross sales, include everything that is not linked 
to an entity’s typical economic activity, such as tax refunds, gifts, interest 
and dividend income, and so on.

Discounts and price modifications are not included in gross revenues. 
Instead of a corporate income tax or payroll taxes, several states and 
local tax authorities levy taxes on gross revenues. 

What are Gross Receipts for a For-Profit Entity for the Employee  
Retention Credit?

For the purposes of the Employee Retention Credit, “gross receipts” for 
an employer that is not a tax-exempt employer have the same definition 
as it does under Internal Revenue Code section 448(c).

“Gross receipts” refers to all sales and all monies received for services 
throughout the taxable year, as defined by the section 448(c) rules. 
Gross revenues also include income from investments, as well as in-
come from unrelated sources for loan forgiveness applications.
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What are Gross Receipts for a Not-For-Profit Entity for the Employee 
Retention Credit?

In general, gross receipts for a non-profit organization may be described 
as the total amount of money received in a fiscal year from all sources 
before any expenditures are deducted. 

How are Gross Receipts Determined Under Section 448 (C)?

The aggregation standards in section 448(c)(2) are used to assess 
whether the gross receipts test in section 448(c) is fulfilled. The aggre-
gation rules aggregate gross revenues if many taxpayers are catego-
rized as a single company under the controlled organizational norms of 
sections 52(a) or 52(b), the periodic suspension, the related service com-
pany rules of section 414(m), or the regulations of section 414(n) (o).

These guidelines are intended to prohibit taxpayers from evading the 
gross revenues test under section 448(c) by separating their business 
into many linked businesses that might potentially fulfill the gross re-
ceipts test.

In theory, only corporations, including partnerships with C corporation 
partners 4, are subject to the section 448(c) gross revenues test; yet, 
for the small business deduction, all persons are subject to the section 
448(c) federal income test.

Gross Receipts for Employee Retention Credit 2021

What defines a “significant decline in gross revenues” between the 2020 
ERC and the 2021 ERC differs. 

A significant reduction in gross sales in 2020 is the moment when:

● Starts with the first calendar quarter of 2020, with gross receipts 
less than half of the previous calendar quarter.
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● Ends with a calendar quarterly after the first quarter in which gross 
receipts surpassed 80% of gross receipts in the previous calendar 
quarterly.

If total revenues for the relevant calendar quarter in 2021 were much 
less than 80% of total revenue for the corresponding calendar quarter in 
2019, gross revenues for the 2021 ERC were severely reduced.

Employers can also choose to establish their eligibility for the 2021 ERC 
by comparing their gross revenues for the previous calendar quarter to 
the same quarter in 2019.

Employee Retention Credit 2021 Gross Receipts Definition

Gross receipts for an employer other than a tax-exempt organization 
for purposes of the Employee Retention Credit have the same meaning 
as when used under section 448(c) of the Internal Revenue Code (the 
“Code”). 

“Gross receipts” is defined under the section 448(c) rules as total sales 
(net of refunds and allowances) and all amounts obtained for services 
throughout the taxable year. Gross receipts also include any income 
from investments, as well as money from unrelated or outside sources.

Gross receipts consist of

● Investment revenue of the company;

● 
● The total amount of donations, gifts, grants, and other comparable 

sums received; and
● 
● The total amount received from members or connected organiza-

tions as dues or assessments.
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Specific regulation for “severely financially troubled employers” was de-
veloped under the Rescue Plan, and it only applies to eligible earnings 
received in the third and fourth quarters of 2021. 

Large businesses that meet the definition of a seriously financially dis-
tressed firm can consider all earnings provided to employees as quali-
fying wages, not only payments paid to employees who do not supply 
services.

Conclusion and Summary Related to Gross Receipts for Employee 
Retention Credit

Gross receipts are the total sums received by your firm from all sources 
throughout the tax year, minus the cost of goods sold and deductible 
costs.

Gross receipts are reported on Schedule C of your IRS Form 1040 if you 
conduct your business as a sole proprietorship or a single-member Lim-
ited Liability Company (LLC).

At this point, you should know what to include and what NOT to include 
in gross receipts.

 

Schedule Your Employee Retention Credit Consultation 
to see what amount of employee retention tax credit your 
company qualifies for.
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Disaster Loan Advisors™ can assist your business with the complex 
and confusing Employee Retention Tax Credit (ERTC) and Employee 
Retention Credit (ERC) program.

Depending on eligibility, business owners and companies can receive 
up to $26,000 per employee based on the number of W2 employees 
you had on the payroll in 2020 and 2021.

The ERC / ERTC Program is a valuable tax credit you can claim. This 
is money you have already paid to the IRS in payroll taxes for your W-2 
employees.

Done correctly, these tax credits or cash refunds can be retroactively 
claimed for up to 3 years.

EMPLOYEE RETENTION TAX 
CREDIT (ERC / ERTC) HELP: 
CLAIM UP TO A $26,000
REFUND PER EMPLOYEE
FOR YOUR BUSINESS
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It’s encouraged that business owners obtain professional assistance in 
going through the complex 941-X amended filing process to help your 
company maximize the full value of the ERC / ERTC program.

4/15/24 is the Deadline to Amend the 2020 Tax Year.
4/15/25 is the Deadline to Amend the 2021 Tax Year.

As seen on…

Schedule Your Employee Retention Credit Consultation 
to see what amount of employee retention tax credit your 
company qualifies for.
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SCHEDULE YOUR FREE
CONSULTATION CALL NOW

PHONE: 
877-463-9777 toll-free
702-997-1222 main

CORPORATE MAILING ADDRESS:
Disaster Loan Advisors™ (DLA)
a 7 Figure PR™ Brand Company
9030 W Sahara Ave # 400
Las Vegas, Nevada 89117

EMAIL + WEBSITE:
support@disasterloanadvisors.com
DisasterLoanAdvisors.com

https://www.DisasterLoanAdvisors.com/contact
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