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Large operating company (Exemption #21)

An entity qualifies for this exemption if all six of the following criteria apply:

1.   The entity employs more than 20 full time employees, 
when applying the meaning of full-time employee 
provided in 26 CFR 54.4980H-1(a) and 54.4980H-3.  
In general, “full-time employee” means, with respect 
to a calendar month, an employee who is employed an 
average of at least 30 hours of service per week with 
an employer.

 Yes   No

2.   More than 20 full-time employees of the entity are 
employed in the “United States,” as that term is defined 
in 31 CFR 1010.100(hhh).

 Yes   No

3.   The entity has an operating presence at a physical 
office within the United States.  “Operating presence at 
a physical office within the United States” means that 
an entity regularly conducts its business at a physical 
location in the United States that the entity owns or 
leases and that is physically distinct from the place of 
business of any other unaffiliated entity.

 Yes   No

4.   The entity entity filed a Federal income tax or 
information return in the United States for the previous 
year demonstrating more than $5,000,000 in gross 
receipts or sales.  If the entity is part of an affiliated 
group of corporations within the meaning of 26 U.S.C. 
1504, refer to the consolidated return for such group.

 Yes   No

5.   The entity reported this greater-than-$5,000,000 amount 
as gross receipts or sales (net of returns and allowances) 
on the entity’s IRS Form 1120, consolidated IRS Form 
1120, IRS Form 1120-S, IRS Form 1065, or other 
applicable IRS form.

 Yes   No

6.   When gross receipts or sales from sources outside the 
United States, as determined under Federal income 
tax principle, are excluded from the entity’s amount of 
gross receipts or sales, the amount remains greater than 
$5,000,000.

 Yes   No


