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B.E.S.T. Webinar Series
Housekeeping Reminders
Everyone’s lines were muted when entering the meeting. This is to prevent
background noises from interrupting the presentations. Only the host is able to
unmute someone.
Click on the Layout button to set your preferred viewing option.

Q&A

If you would like to ask a question about the presentation, please use the Q&A box
to send a question to all panelists (not to a particular presenter). We will respond
to your question during the Q&A Session near the end of the presentation.
At the conclusion of the webinar, a short evaluation survey will open on your
screen. Your feedback is important to us, so thank you in advance for responding
to the survey.
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Disclaimer
The information in this presentation is intended to be an
overview. It is not a comprehensive explanation of all aspects of
the subject matter, does not represent legal advice, and is not
legally binding on the department. Information regarding taxes
and tax administration changes frequently and should always be
confirmed through a tax professional.
Please refer to the Alabama Department of Revenue website at
revenue.alabama.gov for additional information.
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Purpose of this Webinar
To inform Alabama taxpayers of the requirements and
guidelines for filing business income taxes in Alabama. This
presentation will:
• Define business entity types
• Provide income filing requirements for each
business entity type
• Discuss estimated taxes
• Review penalties and interest due
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Business Entity Types
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Business Entities Types and
Tax Reporting
Entity Taxed As
Sole Proprietor

•
•

One owner
Not a separate taxable entity

Tax Reporting
•
•

Partnership

•
•

Two or more owners/partners
Income/loss passes through to
owners/partners

•
•
•

S Corporation

•
•

No tax at entity level (see Form 20S for
exceptions)
Income/loss passes through to
owners/shareholders

•
•
•

C Corporation
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•

Taxed at entity level

•

Due Dates

For an individual income is reported on the Alabama
Form 40, with the required attachments.
Income and Expenses reported on Federal Schedule
C, Form 40 Schedule E, or Federal Schedule F

No later than the corresponding
Federal Income Tax Return as
required to be filed, as provided
under federal law.

Partnership income reported on Form 65, with the
required attachments.
Partner’s share of Income/Loss reported on
Schedule K-1
Amount from K-1 is reported on Form 40 Schedule E

No later than the corresponding
Federal Income Tax Return as
required to be filed, as provided
under federal law.

Income reported on Form 20S, with the required
attachments.
Partner’s share of Income/Loss reported on
Schedule K-1
Amount from K-1 is reported on Form 40 Schedule E

No later than the corresponding
Federal Income Tax Return as
required to be filed, as provided
under federal law.

Income reported on Form 20C, with the required
attachments.

No later than the corresponding
Federal Income Tax Return as
required to be filed, as provided
under federal law.

Sole Proprietor
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Sole Proprietor
• A single owner or single member LLC is a sole proprietor by
default.
• A sole proprietorship is not a separate taxable entity.
• A sole proprietorship files an Alabama Form 40, with the
required attachments including Federal Schedule C or C-EZ,
Form 40 Schedule E, or Federal Schedule F (See the form
instructions.)
• The Alabama income tax return is due no later than the
corresponding federal income tax return as required to be
filed under federal law.
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Sole Proprietor
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Sole Proprietor
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Partnership
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Partnership
A partnership is the relationship existing between two or more
persons, who join to carry on a trade or business.
Each person contributes money, property, labor, or skill, and
expects to share in the profits and losses of the business.
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Partnership
• Income/loss of the partnership is reported on Alabama Form 65,
with the required attachments. (See the form instructions.)
• Each partner’s share of income/loss is filed on the Schedule K-.
Each partner then reports their K-1 amount on their own
Alabama Form 40 Schedule E.
• Note: Married couples may file as a sole proprietor if filing
Married Filing Joint Return.
• This informational return is due no later than the corresponding
federal return, as required to be filed under federal law.
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Types of Partnership
There are four types of partnerships:
• General Partnership
• Limited Liability Company (LLC)
• Limited Partnership (LP)
• Limited Liability Partnership (LLP)
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General Partnership
In a General Partnership, each partner has unlimited
personal liability.
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Limited Liability Company (LLC)
An LLC protects the owner from personal liability and all
profits/losses are passed through to your personal income
without facing corporate taxes.
Depending on the elections made by the LLC and the number of
members, the IRS will treat an LLC as either a corporation,
partnership, or as part of the LLC owner’s tax return (a
“disregarded entity”).
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Limited Partnership (LP)
An LP has one general partner with unlimited liability and all
other partners have limited liability.
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Limited Liability Partnership (LLP)
In an LLP, every owner has limited liability and is protected from
the actions of the other partners.
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Partnership
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Schedule K-1 to be filed with
Form 65 for Partnerships
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S Corporation
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S Corporation
An S corporation (S Corp) passes income, losses, deductions,
and credits through to their shareholders, who report the flowthrough of income and losses.
This allows an S Corp to avoid double taxation on the corporate
income.
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S Corporation
• S corporations are pass-through entities because the
income/loss passes through to the shareholders.
• Each partner’s share of income/loss is filed on the Schedule K1. Each partner then reports their K-1 income/loss on their own
Alabama Form 40 Schedule E.
• The income/loss is reported on Alabama Form 20S, with the
required attachments. (See the form instructions.)
• Form 20S is due no later than the corresponding federal return,
as required to be filed under federal law.
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S Corporation
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Schedule K-1 to be filed with
Form 20S for S Corporations

Schedule K-1 to be filed with Form 20S for S Corporations
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C Corporation
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C Corporation
A C corporation is an entity that is separate from its owners. It
can make a profit, be taxed, and can be held liable. This structure
is independent of its shareholders.
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C Corporation
• C corporations are taxed at the entity level.
• Income is reported on Alabama Form 20C, with the required
attachments. (See the form instructions.)
• Form 20C is due no later than the corresponding federal return
as required to be filed under federal law.
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C Corporation
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Entity Classification
Election
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Entity Classification Election
• Entities such as LLC’s will need to choose how they want to be
treated for tax purposes.
• An entity uses Federal Form 8832 or Federal Form 2553 to elect
how it will be classified for federal tax purposes.
• If a domestic entity election is not made, it will default to either a
partnership (two or more members) or a disregarded entity separate
from its owner (single owner).
• The state of Alabama will follow the federal entity classification
election.
• These forms can be found on the IRS website irs.gov.
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Important Notice
Effective January 1, 2021, and thereafter, a taxpayer can file as
an electing pass-through entity.
For more information on electing pass-through entities, see
https://revenue.alabama.gov/individual-corporate/electing-passthrough-entities/
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Estimated Taxes
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What is Estimated Tax?
Estimated tax is a quarterly payment of taxes due based on the
filer’s reported earned income for the current period.
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Estimated Taxes
Individual/Pass-Through Entities
General rule: In most cases, you must pay Alabama estimated taxes
for the current year if both of the following apply:
1.You expect to owe at least $500 in Alabama income tax for the
current year, after subtracting withholding and credits and
2.You expect your withholding plus your credits to be less than the
smaller of:
• 90% of the tax to be shown on your current year tax return, or
• 100% of the tax shown on your previous year’s tax return
For Individual - See Form 2210AL
For Pass-Through Entity - See Form 2220AL
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Estimated Taxes
Individual/Pass-Through Entities
Estimated taxes may be paid in full (by January 15) or in equal
installments on or before:
• April 15
• June 15
• September 15
• January 15
Failure to file estimated taxes by the due dates may result in an
estimated tax penalty.
See https://revenue.alabama.gov/individual-corporate/electing-pass-through-entities/ for electing passthrough entity guidance.
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Estimated Taxes - Corporations
• A corporation that has an Alabama income tax liability in excess
of $500 must pay estimated tax.
• The required installments shall be 25% of the required annual
payment.
• The required annual payment generally means:
 The lesser of 100% of the tax shown on the return for
taxable year, or
 100% of the tax shown on the return of the corporation for
the preceding taxable year.
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Estimated Taxes - Corporations
Payment due dates:
• 1st payment is due by the 15th day of the 4th month of the
taxable year.
• 2nd payment is due by the 15th day of the 6th month of the
taxable year.
• 3rd payment is due by the 15th day of the 9th month of the
taxable year.
• 4th payment is due by the 15th day of the 12th month of the
taxable year.
See Form 2220AL - Underpayment of Estimated Taxes by Corporations.
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Penalties and
Interest Due
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Penalties
• Failure to Timely File Penalty
10% of tax due or $50; whichever is greater
• Failure to Timely Pay Penalty
 1% of tax due per month; maximum 25% (e.g., income tax returns)
 Flat rate of 10% of tax due for monthly and quarterly returns (e.g.,
sales, lodgings, or rental tax returns)
• Negligence Penalty (intentional disregard for rules and/or regulations)
5% of tax due
• Fraud Penalty (to purposely deceive)
50% of tax due
40

Interest Due
• If the tax is not timely paid, interest is also due and by law
cannot be waived.
• The rate of interest changes because it is the same rate as
established by the U.S. Secretary of the Treasury under the
authority of 26 U.S. Code § 6621.
• Current interest rates can be viewed at:
https://revenue.alabama.gov/assessments/quarterly-interestrates/
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Helpful Links on
ALDOR’s Website

42

revenue.alabama.gov
43

Under “Services”, click on “Income Tax”
44
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From the homepage (revenue.alabama.gov), click on “Forms”
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www.revenue.alabama.gov/forms
*To find a particular form, add as much
information as possible in the filters
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Alabama Department of Revenue
Taxpayer Service Centers
The Alabama Department of Revenue has nine Taxpayer Service
Centers located throughout the state to assist you. Contact
information for the service centers can be found at:
https://www.revenue.alabama.gov/help-center/
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Taxpayer Service Centers
The Alabama Department of Revenue has nine Taxpayer Service
Centers located throughout the State to assist you. Contact
information for the Service Centers can be found at:
https://revenue.alabama.gov/taxpayer-service-centers/
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Alabama Department of Revenue
Contact Numbers
•
•
•
•
•
•
•
•
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334-242-1170, Option #1 –
334-242-1170, Option #7 –
334-242-1170, Option #6 –
334-242-1170, Option #8 –
334-242-1170, Option #6 –
334-242-1189 –
334-242-1584 –
334-242-1490 –

Individual Income Tax
Withholding Tax
Corporate Tax
Business Privilege Tax
Pass-Through Entity
Certificate of Compliance
Business Registration
Sales and Use Tax

Other Helpful
Resources
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Internal Revenue Service
• www.irs.gov/
• IRS Forms: 1-800-829-3676
• IRS Assistance: 1-800-8291040
• FEIN: Submit Federal Form
SS4 by mail or fax; or go to
www.irs.gov/ and search for
EIN online
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Internal Revenue Service - Resources
 IRS Small Business & Self-Employed Tax Center – The links on
this webpage provide important information for all small
businesses and self-employed individuals.
 Publication 5557 - A Guide to Starting a Small Business
 Publication 4591 - Small Business Federal Tax Responsibilities
 Publication 583 - Starting a Business and Keeping Records
 Publication 334 - Tax Guide for Small Businesses
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Internal Revenue Service - Resources
The IRS has a series of Small Business Tax Workshops available
online that are free and contain useful federal tax information for
new business owners and employers. The topics include:
•
•
•
•
•
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Federal Taxes and Your New Business
Schedule C and Other Small Business Taxes
Business Use of Your Home
Federal Taxes When Hiring Employees or Independent Contractors
Managing Payroll to Withhold the Correct Amount of Tax

Thank you for being
ALDOR’s B.E.S.T.!
B.E.S.T. Webinar presentations can be found at
https://www.revenue.alabama.gov/b-e-s-t
/webinar-series-schedule/
Also available are B.E.S.T. Learning Modules at
https://www.revenue.alabama.gov/b-e-s-t
/watch-learning-modules-online/
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Questions?
Please use the Q&A feature in Webex to ask
the presenter questions or
email Carol.Murphy@revenue.alabama.gov after the webinar.
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