
philadelphia business income and receipts
tax
philadelphia business income and receipts tax is a crucial aspect for enterprises operating
within the city, impacting their financial operations significantly. This tax, often referred to as BIRT
(Business Income and Receipts Tax), is levied on businesses for the privilege of doing business in
Philadelphia. Understanding this tax is essential for business owners to ensure compliance and
effective financial planning. This article delves into the details of the Philadelphia business income
and receipts tax, covering its structure, how it is calculated, who is subject to it, and the filing
process. It aims to equip business owners with the necessary knowledge to navigate this important
aspect of their operations efficiently.
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Overview of Philadelphia Business Income and Receipts
Tax
The Philadelphia Business Income and Receipts Tax is a tax imposed on businesses that operate
within the city. The BIRT is designed to generate revenue for local government services while
regulating business activities within Philadelphia. This tax consists of two main components: the
business income tax and the gross receipts tax. The business income tax applies to the net income of
a business, while the gross receipts tax is based on the total revenue generated by the business,
irrespective of expenses.

This dual structure makes the BIRT a unique tax system compared to other cities, where businesses
often face a single type of tax. Understanding the nuances of the BIRT is essential for any business
owner looking to thrive in Philadelphia’s competitive market.



Understanding the Tax Structure
The Philadelphia business income and receipts tax consists of two distinct parts that together form
the total tax liability for businesses operating in the city. The two components are the business
income tax and the gross receipts tax.

Business Income Tax
The business income tax is calculated based on the net income that a business generates. This
includes income from various sources, such as sales, services, and investments. The current rate for
the business income tax is 6.25%, which is applied to the net income figure after allowable
deductions are taken into account.

Gross Receipts Tax
In contrast, the gross receipts tax is levied on the total revenue received by the business, without
any deductions for expenses. The rate for the gross receipts tax varies depending on the type of
business activity. For example, the rate for retail businesses is lower than that for service-based
businesses. Understanding the different rates and the nature of your business is crucial for accurate
tax planning.

Who is Subject to the BIRT?
Any business entity that operates, is registered, or has a physical presence in Philadelphia is subject
to the business income and receipts tax. This includes a wide range of entities, from small sole
proprietorships to large corporations. Additionally, partnerships and limited liability companies
(LLCs) are also liable for the BIRT if they meet the operational criteria.

It is important to note that even businesses that are headquartered outside of Philadelphia but have
a branch or engage in business activities within the city limits are required to comply with BIRT
regulations. This broad application ensures that all businesses benefiting from the local economy
contribute to the city's revenue.

Calculation of the Business Income and Receipts Tax
The calculation of the Philadelphia business income and receipts tax involves several steps, which
can vary based on the specific situation of the business. Here’s a breakdown of how to calculate the
tax:

Determine Gross Receipts: Calculate the total revenue generated by the business during the1.
tax year.

Calculate Net Income: Subtract allowable business expenses from the gross receipts to arrive2.
at the net income.

Apply Tax Rates: Use the appropriate rates for both the business income tax (6.25%) and the3.
applicable gross receipts tax rate based on the type of business.



Sum Total Tax Liability: Add the amounts calculated from both components to find the total4.
BIRT owed.

This structured approach ensures that businesses can accurately determine their tax obligations
while remaining compliant with Philadelphia's regulations.

Filing Requirements and Deadlines
Filing the Philadelphia business income and receipts tax is an annual requirement for all businesses
subject to the BIRT. The filing process typically begins with registering your business with the city's
Department of Revenue, if not already done. The deadline for filing is generally set for April 15th of
each year, coinciding with the traditional tax season.

Businesses are expected to file their tax returns using the forms provided by the Philadelphia
Department of Revenue. It is essential to maintain accurate and complete records to support the
figures reported on the tax return.

Common Exemptions and Deductions
Understanding exemptions and deductions available under the Philadelphia business income and
receipts tax can significantly impact a business's tax liability. Some common exemptions include:

Nonprofit Organizations: Many nonprofit entities may be exempt from BIRT.

Small Businesses: Businesses with gross receipts below a certain threshold may qualify for
reduced rates or exemptions.

Specific Industries: Certain industries may have tailored exemptions based on their
operational nature.

Additionally, businesses can typically deduct various expenses from their gross receipts when
calculating net income, including operational costs, employee salaries, and other necessary
expenditures. Familiarizing oneself with these exemptions and deductions can lead to substantial tax
savings.

Implications of Non-Compliance
Failing to comply with Philadelphia's business income and receipts tax regulations can lead to
several serious consequences. Businesses that do not file their tax returns on time may face
penalties and interest on unpaid taxes, which can accumulate quickly. The city has strict
enforcement measures in place, and persistent non-compliance can result in legal actions, including
liens against business assets.

Moreover, maintaining good standing with the city’s tax requirements is essential for securing
permits and licenses necessary for operating a business. Therefore, understanding and adhering to



BIRT regulations is critical for long-term business sustainability in Philadelphia.

Support and Resources for Businesses
The Philadelphia Department of Revenue provides various resources to assist businesses in
understanding and complying with the business income and receipts tax. Businesses can access
online guides, tax calculators, and workshops aimed at educating business owners about their tax
responsibilities.

Additionally, consulting with tax professionals who specialize in Philadelphia taxes can help navigate
the complexities of the BIRT and ensure compliance. Utilizing these resources can empower
business owners to manage their tax obligations effectively and focus on growing their enterprises.

Q: What is the Philadelphia Business Income and Receipts
Tax?
A: The Philadelphia Business Income and Receipts Tax is a tax imposed on businesses operating
within Philadelphia, consisting of a business income tax on net income and a gross receipts tax on
total revenue.

Q: Who is liable for the BIRT?
A: Any business entity that operates or is registered in Philadelphia, including corporations,
partnerships, and LLCs, is subject to the BIRT.

Q: How is the BIRT calculated?
A: The BIRT is calculated by determining gross receipts, calculating net income, applying the
appropriate tax rates for both components, and summing the total tax liability.

Q: What are the filing deadlines for the BIRT?
A: The filing deadline for the Philadelphia business income and receipts tax is typically April 15th of
each year.

Q: Are there exemptions available for the BIRT?
A: Yes, certain businesses, such as nonprofit organizations and small businesses with income below
specified thresholds, may qualify for exemptions or reduced rates.



Q: What happens if a business fails to comply with BIRT
regulations?
A: Non-compliance can lead to penalties, interest on unpaid taxes, legal actions, and difficulties in
securing necessary business permits and licenses.

Q: Where can business owners find resources for
understanding the BIRT?
A: The Philadelphia Department of Revenue offers online guides, workshops, and tax calculators to
assist business owners in understanding and complying with the BIRT.

Q: Can businesses deduct expenses when calculating the
BIRT?
A: Yes, businesses can deduct various operational expenses, employee salaries, and other necessary
expenditures from their gross receipts when calculating net income for the BIRT.

Q: Is it necessary to consult a tax professional for BIRT
compliance?
A: While it is not mandatory, consulting a tax professional with expertise in Philadelphia taxes can
help ensure compliance and optimize tax strategies.

Q: What is the current rate for the business income tax
component of the BIRT?
A: The business income tax rate for Philadelphia is currently set at 6.25% on net income.
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2018-03-08 미국 세법 연구 시리즈 1 한국인을 위한 미국 연방 소득세법의 이해 I. 소득(Income)이란 1 1. 총소득(GROSS INCOME) 1 가. 총소
득 산정을 위한 기본 원리 1 나. 총소득(Gross Income)의 개념 1 다. 실현(Realization) 3 라. 소득의 계산(Computation of Income) 4
1) 비현금 소득(Non-Cash Income)과 구별되는 현금(Cash). 4 2) 염가매수(Bargain Purchases) 4 마. 제3자(3rd Party)에 대한 지급
(Payment) 5 바. 권리의 행사(Claim of Right) 5 사. 불법원천으로부터의 소득(Income from Illegal Source) 6 아. 차용
금(Borrowed Money) 6 자. 세금혜택 포함 원칙(Tax Benefit-Inclusion Rule) 6 2. 총소득의 구체적인 항목(Specific Item) 8 가.
부부이혼부양금(Alimony) 또는 별거유지 지급금(Seperate Maintenance Payment) 8 1) 이혼 또는 별거 증서(Divorce or
Separation Instrument) 8 2) 위 원칙을 뒤집을 수 있는 선택권(Option to Reverse the Rule) 8 3) 과다한 초기 부담금의 설
정(Excessive Front-End Loading) 9 4) 미성년 자녀(Child)의 부양을 위한 지급금(양육비. Payment for Support) 9 나. 약정 정기금
(Annuities) 10 다. 미성년 자녀의 용역(Services of a Child) 10 1) 미성년 자녀의 용역에 대한 지급금으로서 미성년 자녀의 소득에 포함된
것(Payments for Child's Services Included in Child's Income) 10 2) 비교(미성년 자녀 세금(Kiddie Tax)). 10 라. 상
금(Prizes)이나 수여금(Awards)은 포함 가능 11 1) 예외. - 인식 수여금(Recognition Awards) 11 2) 예외 - 근로자 성과 수여
금(Employee Achievement Awards) 12 마. 근로자를 위한 비적립 단체 생명보험(Group Term Life Insurance Purchased
for Employees) 12 1) 핵심 근로자(Key Employees)에 대해서는 예외를 적용하지 않음 12 2) 비교 - 통상적인 종신 보험(Ordinary Life
Insurance) 13 바. 이연 급여 보상금(Deferred Compensation) 13 1) 법정 계약(Statutory Plans). - 적격 근로자 연금, 주식 매수 및
인센티브 주식선택약정(Qualified Employee Pension, Stock Purchase, and Incentive Stock Option Plans) 13 가) 근
로자를 위한 저축 인센티브 조화 계약(Savings Incentive Match Plan for Employees) - 단순 은퇴 계좌(SIMPLE Retirement
Accounts) 14 나) 근로자 주식 매수선택 약정(Employee Stock Options) 15 (1) 인센티브 주식매수선택약정(Incentive Stock
Options) 15 (2) 근로자 주식매수 약정(Employee Stock Purchase Plan) 15 2) 비적격 약정(Nonqualifying Plans) 16 사.
부채의 취소(Cancellation of Indebtedness) 17 1) 부채의 취소 또는 면제에 의한 이익(Gain from Cancellation or Discharge
of a Debt) 17 2) 과세에 대한 예외(Exceptions to Taxability) 17 아. 주주에 대한 배분(Distributions to Shareholders) 18
3. 비과세(EXCLUSIONS) 19 가. 종신보험(Life Insurance) 19 1) 이전(Transfer) 19 2) 특정 가속 사망 혜택(Certain
Accelerated Death Benefits) 19 나. 상속(Inheritances) 20 다. 증여(Gifts) 20 라. 사채에 대한 이자(Interest on Bonds)



21 마. 손해배상의 회복(Recovery of Damages) 21 1) 개인적 신체적 상해 또는 투병(Personal Physical Injury or Sickness)
21 2) 사업상의 손실의 회복(Business Recoveries) 22 3) 징벌적 손해배상(Punitive Damages) 22 바. 건강보험 또는 사고로 인한 손해배상
보험의 수령금(Receipts from Health and Accident Insurance) 23 1) 납세의무자가 납부한 보험료(Premiums) 23 2) 고용주가 지
급한 보험료(Premiums) 23 사. 종전에 공제된 금액의 회수(Recovery of Previously Deducted Amounts) - 조세혜택배제원칙(Tax
Benefit Exclusion Rule) 23 아. 주된 거주지의 매도로 인한 소득(Gain from Sale of Principal Residence) 24 자. 임차인이 임대
인의 재산을 개량하여 증식한 경우(Improvements by Lessee on Lessor's Property) 25 1) 임대료에 갈음하여 개량이 이루어진 경
우(Improvements Made in Lieu of Rent) 25 2) 개량이 임대료에 갈음하여 이루어지지 않은 경우(Improvements Not in Lieu of
Rent) 25 차. 교육비용(Educational Expenses) 26 1) 장학금(Scholarships) 26 2) 교육보조프로그램(Educational
Assistance Programs) 27 3) 교육저축계좌(Education Savings Accounts) 27 하. 자본에 대한 불입(Contributions to
Capital) 28 거. 식대와 숙박비(Meals and Lodging) 28 너. 주택 보험, 생활비(Home Insurance, Living Expenses) 28 더.
사회보장혜택(Social Security Benefits) 29 1) 비교 - 실업보상(Unemployment Compensation) 29 러. 일부 근로자 추가혜
택(Certain Employee Fringe Benefits) 30 I) 추가적인 비용부담이 없는 서비스(No-additional-cost services) 30 II) 적격 근
로자 할인(Qualified employee discounts) 30 III) 근로조건 추가혜택(Working condition fringes) 30 IV) 최저 추가혜택(De
minimis fringes) 31 V) 적격 교통수단 추가혜택(Qualified transportation fringes) 31 VI) 적격 이사비용 보전(Qualified
moving expense reimbursement) 31 VII) 적격 은퇴계획서비스(Qualified retirement planning services) 32 VIII)
적격 군부대 재배치 및 폐쇄 추가혜택(Qualified military base realignment and closure fringes) 32 IX) 고용주가 근로자에게 제공한
특정 교육보조프로그램(educational assistance programs) 32 X) 고용주가 근로자에게 제공한 비영리 교육기관(nonprofit educational
institutions)의 교육비 감액 프로그램(tuition reduction programs) 32 XI) 일부 피부양자 또는 자녀 양육 보조 프로그램(dependent- or
child-care assistance programs) 33 II. 공제(Deductions)와 면제(Exemptions) 34 A. 일반 34 1. 개인(Individuals)
34 2. 법인(Corporations) 35 B. 조정 총소득(ADJUSTED GROSS INCOME) 36 1. 비근로자 거래 또는 사업공
제(Nonemployee Trade or Business Deductions) 41 가. 통상적이고 필수적인 비용(Ordinary and Necessary
Expenses) 41 1) 초과 근로자 급여보상(Excessive Employee Remuneration) 42 2) 기타 공제불가 비용(Other
Nondeductible Expenses) 43 3) 개인적 거주지의 사업상 사용(Business Use of Personal Residence) 43 가) 사업상 사용에서
발생한 소득에 국한한 공제(Deductions Limited to Income Derived from Business Use) 44 나. 사업 이자(Business
Interest) 46 다. 세금(Taxes) 46 라. 사업과 관련한(Related to Business) 사업손실(Business Losses) 또는 우발손실(Casualty
Losses) 46 마. 악성부채(Bad Debts) 47 바. 감가상각[Depreciation. 자본비용회수(Capital Cost Recovery)] 47 1) 상식적인 공
제는 공제가능(May Deduct Reasonable Allowance) 47 2) 유체동산과 부동산에 대한 비용회수기간(Cost Recovery Periods for
Tangible Personal Property and Real Property) 48 3) 특정 감가상각대상 자산을 비용화하기로 선택하는 경우(Election to
Expense Certain Depreciable Assets) 49 4) 영업권 및 기타 무형자산(Goodwill and Other Intangible Assets) 50
2. 근로자를 위한 거래 또는 사업공제(Trade or Business Deductions of Employees) 52 3. 자본손실(Capital Losses) 53 가. 무
가치 증권(Worthless Securities) 53 나. 비사업용 악성채권(Nonbusiness Bad Debts) 53 4. 임대료와 사용료로 귀속될 수 있는 공
제(Deductions Attributable to Rents and Royalties) 54 가. 휴가주택(Vacation Homes) 54 5. 자영업자의 공
제(Deductions of Self-Employed Individuals) 57 6. 이사비용 공제(Moving Expense Deduction) 58 가. 50마일 이
사(Fifty-Mile Move) 58 나. 39주 체류(Thirty-Nine-Week Stay) 58 7. 교육관련 비용[적격 교육관련 차입
금(Education-Related Expenses-Qualified Education Loan)] 60 8. 기타 공제(Other Deductions) 61 C. 과세가능소득
(과세표준. TAXABLE INCOME) 62 1. 항목별 공제(Itemized Deductions) 63 가. 이자(Interest) 63 1) 투자를 매수하며 부담한 이자
(Interest Incurred in Purchasing Investments) 63 가) 면세 증권(Tax-Exempt Securities) 63 나) 선급이자(Prepaid
Interest) 63 2) 저당이자(Mortgage Interest) 63 3) 개인적(비사업용) 이자(Personal Interest) 64 나. 세금(Taxes) 64 다. 비
사업용 손실(Nonbusiness Losses) 65 1) 우발손실과 도난손실(Casualty and Theft Losses) 65 가) 손실 금액(Amount of
Loss) 66 나) 급작스러워야(Suddenness) 67 2) 도박손실(Wagering Losses) 67 3) 수익을 얻기 위해 이루어진 거래에서의 손실(Loss on
Transaction Entered into for Profit) 67 4) 개인적(비사업용) 사용자산의 매도로 인한 손실(Loss on Sale of Personal Use
Assets) 68 라. 자선단체 기부(Charitable Contributions) 68 1) 최대 공제가능 한도(Maximum Allowable Deduction) 68
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