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Would the abssnc€ of the proposed rule
significantly harm or endang8r the public
health, welfara, or safaty?

ls there a reasonabla relationship betwe€n
the stale's polico power and the protection
of tho public health, safety, or welfars?

ls there another, lsss restrictlve method of
regulation available that could adequatoly
protect ths publlc?

Does the proposed rule havs ths effecl of
dirsc{y or indireclly lncrsasing ths costs of
any goods or services involved and, if so,
to what dsgroe?

ls tho increaso in cost, if any, more harmful
lo tho public than th6 harm that result from
tha absence ol lhe proposad rula?

Ar€ all tho fac€ts of the rulemaking procsss
dasigned solely for the purpose of, and so
they have, as their primary eff€ct, tho
protecllon of the public?

Does the proposed rula relala to or offect any matter of
lltigation which tha agency is a party to conceming the
subisct matter of tho purposed rule?

Doss the pmposed ruls have any economic
impact?
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ALABAMA DEPARTMENT OF REVENUE
Income Tax Administration

RULE NO. & TITLE
810-9-r -.06 Financial Institutions Federal Income Tax (FIT) Deduction

NewINTENDED ACTION

SUBSTANCE OF Pursuant to the Financial Excise Tax Reform Acl20l9-284, this rulc is being
promulgated to provide guidancc on the deduction of Federal [ncome Taxes
(FI'f) paid or accrued during the taxable year in accordance with the
taxpayer's method of accounting uscd in computing taxable income.

PROPOSED ACTION:

TIME PLACE MANNER OF PRESENTING VIEWS: A public hearing will be conducted at

01:30 PM on Tuesday, December 07,2021via web-conference. To participate in the upcoming web-
conference public hearing please contact the Tax Policy and Governmental Affairs Division at
Taxpolicy@revenue.alabama.gov or 334-242-1380 to obtain the appropriate sign-in information for a
specific public hearing date. Copies of the rule(s) can bc obtained at

http://rvww. revenue.alabama. gov/tax-pol icyl.

All interested parties may present their views in writing to the Secr€tary of the Alabama Department
ofRevenue, Room 4131, Gordon Persons Building,50 N Ripley Stre€t, Montgomery, Alabama
36132 at any time following publication ofthe notice up until the conclusion ofthe hearing. Interestcd
parties may also may present thcir views during the web-conlbrence.

FINAL DATE FOR COMMENT AND COMPLETION OF NOTICE:
Tuesday, December 07 ,2021

CONTACT PERSON AT AGENCY:
Meagan Barrctt

Alabama Department of Revenue
4131 Gordon Persons Building
Montgomery, Alabama 36132
(334) 242-1380

/414^,t*tVrrA,Zl
Mary Martin Mitchell, Secretary
Alabama Department of Revenue

NOTICE OF INTENDED ACTION



810-9-1-.06 Financial lnstitutions Federal lncome Tax (FlI Deduction (NEW
RULE)

(1) Financial lnstitutions may deduct Federal lncome Tax (FlT) paid or
accrued during the taxable year in accordance with the taxpaye/s method of accounting
used in computing taxable income.

(a) Cash Basis Taxoayer. A cash basis taxpayer must deduct federal income
tax in the year paid.

1. For a cash basis taxpayer that does not file as a member of a federal
consolidated income tax return and who apportions and/or allocates income within and
outside this state: The amount of FIT attributabl€ to this state is determined by
multiplying the FIT times a fraction, of which the numerator is the taxpaye/s income
apportioned and/or allocated to this state, and the denominator is the taxpayer's total
income earned both within and outside ttris state, computed under applicable Alabama
law. The taxpayer is entitled to a federal income tax deduction, even if the taxpayer
earned a net operating loss for the trax period, if actual federal income tax payments
were made during the tax period.

2. For a cash basis taxpayer that files as a member of a federal consolidated
income tax return: The laxpayer must apportion the consolidated FIT only among the
members of the group that individually report positive federal taxable income. Each
member is apportioned a share of the consolidated FIT based on a ftaction, the
numerator of which is the membefs positive federal taxable income and the
denominator of which is the sum total federal taxable income of all members separately
reporting positive federal taxable income.

(b) Accrual Basis Taxpaver. An accrual basis taxpayer must deduct federal
income tax in the year for which the tax is accrued.

1. The amount of the FIT accrued for a tax period included but is not limited
to adjustments for:

i. Refundable and nonrefundable credits.

ii. Specialdeductions.

iii. Net operating loss (NOL) deduction.

iv. Alternative Minimum Tax (AMT) and Minimum Tax Credit (MTC).

v. Similaradjustments.
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2. lf the tax is not contested, that is, in the absence of some objective act of
protest, affirmative evidence of protest, or afiirmative evidence of denial of liability by
the taxpayer.

3. lf the tax is contested it must be accrued and subsequently paid and
deducted during the year in which the liability becomes fixed and certain, but in no case
laler than the date the lax was actually paid.

4. For an accrual basis taxpayer that does not file as a member of a federal
consolidated income tax return and who apportions and/or allocates income within and
outside this state: The amount of FIT attributable to this state is determined by
multiplying the FIT times a fraction, of which the numerator is the taxpaye/s income
apportioned and/or allocated to this state, and the denominator is the taxpayer's total
income earned both within and outside state, computed under applicable Alabama law.
To the extent a net loss is allocated and/or apportioned to this state (the numerator of
the fraction is negative), no FIT will be attributed to this state.

i. Example: Company A is an Alabama taxpayer who apportions a
percentage of its income within and outside this state. Company A had Federal Taxable
lncome of $200,000 and $40,000 in FIT for the tax year. Company A's income
apportioned to this state is $50,000. Company 'A' is apportioned 25% or $10,000 of the
net federal income tax liability. ($50,000/$200,000 = 25o/o ' $40,000 = $10,000).

5. For an accrual basis taxpayer that files as a member of a federal
consolidated income tax return: The taxpayer must apportion the consolidated FIT
liability only among the members of the group that individually report positive federal
taxable income. Each member is apportioned a share of the consolidated FIT based on
a fraction, the numerator of which is the member's positive federal taxable income and
the denominator of which is the sum total federal taxable income of all members
separately reporting positive federal taxable income.

i. Example: Company A, Company B, and Company C file as parl of a
consolidated income tax return for federal income tax purposes. Company A is the only
member of the affiliated group that files a financial institution excise tax return in this
state. The companies have Federal Taxable lncomes of $'t 50,000, $50,000, and
$100,000 (totaling $300,000), respectively. The affiliated group accrued and
subsequently paid $60,000 in net federal income tax during this tax year. Company A is
apporlioned 50% or $30,000 of the federal income tax liability of the group.
($1s0,000/$300,000 = 50o/o '60,000 = $30,000).

ii. Example: Company A, Company B, and Company C file as part of a
consolidated income tax return for federal income tax purposes. Company A is the only
member of the affiliated group that files a financial institution excise tax return in this
state. The companies have Federal Taxable lncomes of $150,000, -$25,000, and
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$350,000 (positive entities totaling $500,000), respectively. The afiiliated group accrued
and subsequently paid $150,000 in federal income tax during this tax year. Company A
is apportioned 30o/o or $45,000 of the federal income tax liability of the group.
($150,000/$500,000 = 30% '$150,000 = $45,000).

6. AMT and MTC must be apportioned only among the members of the
group that individually report positive alternative minimum taxable income (AMTI) or
MTC income. The apportioned amount is determined by multiplying AMT or MTC as
accrued and subsequently paid by the federal consolidated group, times a fraction. The
numerator of which is the taxpayer's positive AMT income or MTC and the denominator
is the aggregate amount of positive AMTI or MTC of the component memberc of such
group. ln no case must the c{mulative MTC attributed to a taxpayer exceed the
cumulative AMT attributed to a taxpayer.

i. Example: Company A, Company B, and Company C filed a consolidated
income tax return for federal income tax purposes. The following federal consolidated
group paid no regular income tax during the tax year but paid $75,000 in AMT.
Company A, Company B, and Company C computed AMTI of $,l50,000, $125,000 and
$100,000 (totaling $375,000), respectively. Company A is apportioned 40% or $30,000
of the AMT liability of the group (150,000/375,000 = 40o/o ' $75,000 = $30,000).

7. To the extent the consolidated FIT liability for the tax period is zero or the
federal consolidated group earned a net operating loss for the tax period, the Alabama
taxpayer will be apportioned no FIT liability even if the AL laxpayer separately computed
positive federal taxable income for the tax period.

Author:
Authority
Hlstory:

Lessie Hallum
$$ aG2A-7(a)(5) and 40-16-1.2, Code ofAla. 1975.
New Rule: Filed October 20, 2021i effective

i. Example: Company A, Company B, and Company C file as part of a
consolidated income tax return for federal income tax purposes. Company A is the only
member of the consolidated group that files an income tax return in this state. The
companies have Federal Taxable lncomes of$150,000, -$25,000, and $350,000,
respectively. The consolidated group earned a -$225,000 net loss and paid $0 in FIT for
this tax year. Even though Company A eamed positive taxable income, no FIT was due
on a consolidated basis to be apportioned to Company A and Company A will receive
no FIT deduction for the tax period.
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