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Business Privilege Tax (1/2) IM"

In Alabama, the Business Privilege Tax is a tax imposed on most business entities that operate in the state. The tax rate is based on the
ability to pay and is determined by the entity’s federal taxable income apportioned to Alabama. The rate rages from USD 0.25 to USD
1.75 for each USD 1,000 of net worth in Alabama.

The minimum privilege tax is USD 100; plus, the USD 10 Secretary of State annual report fee for corporations. The maximum privilege tax
is USD 15,000. The maximum privilege tax for financial institutions and insurance companies is USD 3,000,000 for each tax yeatr.
Most business entities are subject to the Business Privilege Tax, including corporations, limited liability companies (LLCs), partnerships,
limited partnerships, and professional associations.

Taxable Income (USD) ‘ Tax rate / Percentage (USD)
Lessthan 1l 0.25 per 1,000
At least 1 but less than 200,000 1.00 per 1,000
At least 200,000 but less than 500,000 1.25 per 1,000
At least 500,000 but less than 2,500,000 1.50 per 1,000
At least 2,500,000 1.75 per 1,000
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Business Privilege Tax (2/2) N 2K Rivisors

Businesses subject to the Business Privilege Tax are required to file an annual tax return. The
return should include information on the business's net worth, as well as any additional
required information based on the entity type. The Alabama Department of Revenue provides
specific forms for filing the Business Privilege Tax return, such as Form BPT-IN for
corporations and LLCs.

Form BPT-IN: It requires newly organized corporations, limited liability entities, and disregarded entities
to file an initial Business Privilege Tax Return and to pay the business privilege tax reported on the
return within two and one-half months after date of qualification. Corporations, limited liability entities,
and disregarded entities organized outside of Alabama, but qualifying with the Alabama Secretary of
State to do business in Alabama, must file an Initial Business Privilege Tax Return and pay the business
privilege tax reported on the return within two and one-half months after date of qualification. \
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The due date for filing the Business Privilege Tax return in the state is typically on or before the
\ \l / 15th day of the 4th month following the close of the business's fiscal year. If the due date falls
on a weekend or holiday, the deadline is extended to the next business day.
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Corporate Income Tax “'
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All corporations doing business in Alabama or deriving income from Alabama sources
are generally required to file a corporate income tax return. This includes both C
corporations and S corporations.

The return must be filed annually. The corporate income tax rate in Alabama is a flat
rate of 6.5% on net taxable income.

Corporation Form Due Date
C corporation 20C 15 April
S corporation 20 S with Schedule K-1 15 March

Estimated tax payments:

Corporations in Alabama shall be required to make estimated tax payments if their
expected tax liability exceeds USD 500.

Estimated tax payments are typically due in four installments throughout the year, with
due dates falling on the 15 day of the 4t, 6th, 9t" and 12" months of the tax year.
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Non - Corporate Income Tax

S Corporation, Partnership LLCs, and LLPs in Alabama are pass-through entities for income
tax purposes. This means that the income, deductions, and credits of these entities flow
through to the members, or partners, who report them on their individual income tax returns.
The tax rate in Alabama is a flat rate of 6.5% on net taxable income.

S corporation 40 with schedule K1 15 April

Partnership LLC and LLP 65 with schedule K1 15 April

The individual shareholders are responsible for paying taxes on their share of the

S Corporation's/ Partnerships/ LLC’s income at their personal income tax rates. They may also
be subject to other applicable taxes, such as self-employment taxes, depending on their
specific circumstances.

Taxpayers in Alabama may be required to make estimated tax payments if their expected tax
liability exceeds USD 500. Estimated tax payments are typically due in four installments
throughout the year, with due dates falling on the 15" day of the 4, 6th, 9t and 12" months
of the tax year. Form 40 ES needs to be filed for estimated tax payments.
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Penalty and Interest

Late Payment Penalty

If you file your Alabama
income tax return on time
but fail to pay the full
amount of tax owed by the
due date, the penalty is 1%
of the unpaid tax for each
month or part of a month the
payment is late, up to a
maximum penalty of 25% of
the unpaid tax.

Late Filing Penalty

If you fail to file your
Alabama income tax
return by the due date,
the penalty is 5% of the
tax due for each month
or part of a month the
return is late, up to a
maximum penalty of
25% of the tax due.
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Interest on Late Payment

Interest is charged on the
unpaid tax amount from
the original due date until
the tax is paid in full. The
interest rate is set by the
Alabama Department of
Revenue and is generally
based on the federal
short-term rate plus 3%.

The penalty for failure to timely file the Alabama Business Privilege Tax Return by the due date is 10% of the tax or USD 50,
whichever is higher. The penalty for failure to timely pay the amount of tax due on an Alabama Business Privilege Tax Return is
1% of the amount of tax shown due on the return for each month in which the tax is unpaid. The same shall not exceed 25% of the

amount shown due in the return.
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Upcoming Series el

M2K Advisors

Please find below the list of completed alerts from the series. In case you have missed the previous alerts, click on the hyperlink for the completed
alerts to refer the same.
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Delaware
New Jersey
California
Alabama
Alaska
Arizona
Arkansas
Colorado
Connecticut
Columbia
Florida
Georgia
Hawaii
Idaho
Illinois
Indiana
lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Mexico
New York
North Carolina

North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

In case you have downloaded the alert via LinkedIn, the
links might not work, refer our website for the same -
https://lwww.m2kadvisors.com/

E\ %N\

N &



https://bit.ly/delawaretaxus2
https://bit.ly/newjerseyus3
https://bit.ly/californiaustax4
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THANK YOU

USA Chennai - India
M2K Advisors Inc M2K Advisors LLP
16192 Costal Highway, :
: Singapore 7th Floor, Briley One,
Lewes, County of Sussex, ! No. 30/ 64 Ethiraj Salai
Delaware - 19958 M2K Advisors Pte Ltd : 4
Hyderabad - India The Octagon, HEROLE (_Ehennal 2 690 g UAE - Dubai
M2K Advisors LLP 105 Cecil Street, #13-02 Lapiliatugicia o o
Manjeera Trinity Corporate Singapore 069534

701 C Aspin Commercial
Tower, Sheikh Zayed Road,
Trade Center First, Dubai

PO Box - 50810

JNTU Road, Plot No S2,
Telangana- 500072
Hyderabad

For any queries, reach us at:
support@m2kadvisors.com
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This deck is intended for general guidance only and hence should not be considered as an advice or opinion. We do not accept any responsibility for loss occasioned to any
person acting or refraining from action as a result of any material in this deck. On any specific matter, reference should be made to the appropriate advisor.


https://www.m2kadvisors.com/
https://www.facebook.com/M2kadvisors
https://www.linkedin.com/company/m2k-advisors/mycompany/
https://www.instagram.com/m2k_advisors/
https://www.youtube.com/channel/UCnc_RsTmJc8RfhMEHm1rW4g
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