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Chapter 810-2-8

1. The taxable income used to determine the tax ra
for the privilege tax shall be the federal taxable
net operating loss and special deductions. This in
apportioned in accordance with §40-27-1, Code of Al

Revenue

te
income before
come shall be
a. 1975 , and

the accompanying rules. Deductions shall not be al
federal income tax or the Alabama net operating los
computing an income category for purposes of determ
rate for the privilege tax. C corporations filing

an Alabama consolidated group shall determine taxab
the privilege tax on a separate company basis.

2. Corporations granted permission by the Alabama
Department of Revenue to use separate accounting to
Alabama taxable income shall compute the income bas
Internal Revenue Service Form 1120. The taxable in
the deductions for the net operating loss and speci
shall be used to determine the income category for
determining the rate for the privilege tax.

3. Corporations granted permission by the Alabama
Department of Revenue to use any other alternative
apportion income shall use these methods to determi
taxable income used to compute the tax rate for the
tax.

(b)

1. The taxable income used to determine the tax ra
for the privilege tax shall be the federal ordinary
(loss) from trade or business activities plus any i
income or applicable deductions passed through to t
shareholders that were determined pursuant to 26 U.
This income shall be apportioned in accordance with
Code of Ala. 1975
not be allowed for the federal income tax or the Al
operating loss in computing an income category for
determining the rate for the privilege tax.

S Corporations.

2. S Corporations granted permission by the Alabam
Department of Revenue to use separate accounting to
Alabama taxable income shall compute the income bas
Internal Revenue Service Form 1120S. Any Alabama i
expenses passed through to the shareholders shall b
subtracted from the Alabama taxable income to arriv
taxable income used to determine the rate for the p
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Revenue Chapter 810-2-8

3. S Corporations granted permission by the Alabam a
Department of Revenue to use any other alternative methods to
apportion income shall use these methods to determi ne the
taxable income used to compute the tax rate for the privilege
tax.

(©) Limited Liability Entities.

1. The taxable income used to determine the tax ra te
for the privilege tax shall be the federal ordinary income or
(loss) from trade or business activities plus any i tems of
income or expenses passed through to the shareholde rs that were
determined pursuant to 26 U. S. C. 8702. This inco me shall be
apportioned in accordance with 840-27-1, Code of Al a. 1975 ,and
the accompanying rules.

2. Limited Liability Entities granted permission b y
the Alabama Department of Revenue to use separate a ccounting to
determine Alabama taxable income shall compute the income based
on Internal Revenue Service Form 1065. Any Alabama income or
expenses passed through to the shareholders shall b e added to or
subtracted from Alabama taxable income to arrive at the taxable
income used to determine the rate for the privilege tax.

3. Limited Liability Entities granted permission b y
the Alabama Department of Revenue to use any other alternative
methods to apportion income shall use these methods to determine
the taxable income used to compute the tax rate for the
privilege tax.

(d) Real Estate Investment Trusts.

1. The taxable income used to determine the tax ra te
for the privilege tax shall be the federal income b efore the net
operating loss deduction, the total deduction for d ividends
paid, and the 26 U. S. C. 8857(b)(2)(E) deduction. This income
shall be apportioned in accordance with 840-27-1, C ode of Ala.

1975, and the accompanying rules.

2. Real Estate Investment Trusts granted permissio n
by the Alabama Department of Revenue to use separat e accounting
to determine Alabama taxable income, shall compute the income

based on Internal Revenue Service Form 1120-REIT.

3. Real Estate Investment Trusts granted permissio n
by the Alabama Department of Revenue to use any oth er
alternative methods to apportion income shall use t hese methods

Supp. 6/30/11 2-8-3



Chapter 810-2-8

to determine the taxable income used to compute the
the privilege tax.

(e) Disregarded Entities.

1. The taxable income used to determine the tax ra
for the privilege tax shall be the federal ordinary
(loss) from trade or business activities plus any i
income or expenses passed through to the shareholde
determined pursuant to 26 U. S. C. 81361 0r 26 U. S
This income shall be apportioned in accordance with
Code of Ala. 1975 , and the accompanying rules.

2. Disregarded Entities granted permission by the
Alabama Department of Revenue to use separate accou
determine Alabama taxable income, shall compute the
on either Internal Revenue Service Form 1065 or For
ever is applicable. Any Alabama income or expenses
through to the shareholders shall be added to or su
Alabama taxable income to arrive at the taxable inc
determine the rate for the privilege tax.

3. Disregarded Entities granted permission by the
Alabama Department of Revenue to use any other alte
methods to income shall use these methods to determ
taxable income used to compute the tax rate for the
tax.

() Financial Institutions.

1. For Financial Institutions filing as C
corporations with the Internal Revenue Service, the
income used to determine the tax rate for the privi
shall be the federal taxable income before net oper
and special deductions. For Financial Institutions
Corporations with the Internal Revenue Service, the
income used to determine the tax rate for the privi
shall be the federal ordinary income or (loss) from
business activities plus any items of income or exp
through to the shareholders that were determined pu
U. S. C. 81366. This income shall be apportioned i
with Chapter 16, Title 40, Code of Ala. 1975
accompanying rules. Deductions shall not be allowe
federal income tax or the Alabama net operating los
computing an income category for purposes of determ
rate for the privilege tax. Financial Institutions
members of an Alabama consolidated group shall dete
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Revenue

income for the privilege tax on a separate company
(Note: Financial Institutions are subject to the F
Institution Excise Tax in Alabama and may not file
C or S Corporation.)

2. Financial Institutions given permission by the
Alabama Department of Revenue to use separate accou
determine Alabama taxable income shall compute the
on either the Internal Revenue Service Form 1120 or
which ever is applicable. For Financial Institutio
S Corporations with the Internal Revenue Service, a
income or expenses passed through to the shareholde
added to or subtracted from Alabama taxable income
the taxable income used to determine the rate for t
tax.

3. Financial Institutions granted permission by th
Alabama Department of Revenue to use any other alte
methods to apportion income shall use these methods
the taxable income used to compute the tax rate for
privilege tax.

(9) Insurance Companies. For U. S. Life Insurance
Company filing Internal Revenue Service Form 1120-L
taxable income shall be total taxable income less t
received deduction and the operations loss deductio
Property and Casualty Insurance Companies filing In
Revenue Service Form 1120-PC, federal taxable incom
taxable income less the dividend received deduction
operating loss deduction. This income shall be app
accordance with Title 27, Code of Ala. 1975
insurance companies.

Author:  Voncile Catledge

Statutory Authority:
amended.

History: New Rule:
August 30, 2000.

Code of Ala. 1975

Filed July 26, 2000, effective

810-2-8-.02
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The Privilege Tax

taxpayers engaged in multistate operations will det

Determination Of The Apportionment Fact ors For
(2) For tax years beginning after December 31, 199 9,
ermine the
orth as

Apportionment Factors used to compute Alabama net w
follows:
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Chapter 810-2-8 Revenue

(@) C Corporations, S Corporations, Limited Liabil ity
Entities, Real Estate Investment Trusts, and Disreg arded
Entities engaged in multistate operations shall app ortion net
worth computed under §40-14A-23, Code of Ala. 1975 ,in
accordance with 840-27-1, Code of Ala. 1975 , and the
accompanying rules. During the determination perio d, the
factors used to determine Alabama net worth shall b e computed in

the same manner as prescribed for purposes of the income tax
levied by Chapter 18, Title 40, Code of Ala. 1975

(b) Financial Institutions shall apportion net wor th
computed under 840-14A-23 in accordance with Chapte r 16, Title
40, Code of Ala. 1975 , and the accompanying rules. During the
determination period, the factors used to determine Alabama net
worth shall be computed in the same manner as presc ribed for

purposes of the financial institution excise tax.

(©) Insurance companies subject to the insurance
premium tax levied by Chapter 4A of Title 27, Code of Ala. 1975 ,
shall apportion income based on the ratio of the in surer's
Alabama premium income to its nationwide total dire ct premiums.
The information used to determine this ratio is ref lected on
Schedule T of the insurer's annual statement filed with the
insurance commissioner for the immediate preceding tax year.
Author:  Voncile Catledge
Statutory Authority: Code of Ala. 1975 , 8840-2A-7(a)(5),
40-14A-1.
History: New Rule: Filed July 26, 2000, effective

August 30, 2000.

810-2-8-.03 Executive Of Privilege Tax Return . Apad
preparer may execute and file the business privileg e tax return,
extension request, and the annual report, if a powe r of attorney
is on file, or is filed simultaneously with the ret urn, etc.,
authorizing this action. Otherwise, the return, et c. must be
executed by one of the officers specified in Sectio n

40-18-39(e), Code of Ala. 1975
Author: Michael E. Mason

Statutory Authority: Code of Ala. 1975 , 8840-2A-7(a)(b),
40-14A-26.

History: New Rule: Filed March 20, 2001, effective

April 24, 2001.

Supp. 6/30/11 2-8-6



Revenue Chapter 810-2-8

810-2-8-.04 Business Privilege Tax — Transition Rul es From A

Calendar Year Basis To A Fiscal Year Basis

(2) Scope. This rule is issued pursuant to Sectio n
40-2A-7(a)(b), Code of Ala 1975 , to provide guidance to business
entities subject to the Business Privilege Tax to t ransition
from a calendar year tax basis to a fiscal year tax basis and
provide for the computation of a tax obligation whe n an

accounting period change is made.

(2) Definitions. The following terms have the
meanings ascribed to them for purposes of this rule

(a) Business Privilege Tax . The tax levied by
Section 40-14A-22, Code of Ala. 1975

(b) Calendar Year Tax Period . The period from
January 1 of each year through December 31 of that year.
(©) Fiscal Year Tax Period . Any 365 consecutive day

period other than a calendar year tax period.

(d) Determination Period . A taxpayer’s taxable
period that precedes the taxpayer’s current taxable period.
(d) Determination Date . The date upon which the

Business Privilege Tax accrues.

3) Applicability of Taxing Statutes.

(@) Pursuant to Section 40-14A-2(b), for taxable
years 2000 and 2001, all taxpayers subject to the t ax levied in
Section 40-14A-22, shall have a determination date of January 1
following the determination period. For all taxabl e years
ending after December 31, 2000, the determination d ate shall be
the first day of the taxable year following the det ermination
period.

(b) If the taxpayer has a change of accounting
period, that change shall follow the rules provided in Section

40-18-30(a), Code of Ala. 1975
Author: Michael E. Mason

Statutory Authority: Code of Ala. 1975 , 8840-2A-7(a)(5),
40-14A-1, 40-14A-2, 40-14A-22, 40-18-30(a).

History: New Rule: Filed March 20, 2001, effective

April 24, 2001.

Supp. 6/30/11 2-8-7



Chapter 810-2-8 Revenue

810-2-8-.05 Election To File As A Family Limited Li ability
Entity .

(1) Any entity qualifying to elect status as an
Electing Family Limited Liability Entity as defined by
840-14A-1(h), Code of Ala. 1975 , must file with the Department
of Revenue an annual election to be taxed as a fami ly limited
liability entity for the taxable year represented b y the

Business Privilege Tax return.

(2) The election must be attached to the Business
Privilege Tax return and filed on or before the due date of the
return (including extensions).

3) The election must be made on forms prescribed by
the Department, and must contain the following:

(a) Name and FEIN of the taxpayer;

(b) A statement that the profits and capital
interests of the entity were calculated using the c onstructive
ownership rules of 26 U.S.C. 8318, without regard t o the 50%
limitation contained in 26 U.S.C. 8318(a)(2)(C) and 26 U.S.C.
§318(a)(3)(C);

(c) Indication whether the entity meets the gross
receipts test, the assets test, or both, by complet ing the
Electing Family Limited Liability Election Form in its entirety;
and

(d) Signature of the taxpayer or authorized
representative.

4) Electing Family Limited Liability Entity statu S
will be disallowed if the election is not filed in a timely
manner, does not contain the required information, or is not
properly signed by the taxpayer or authorized repre sentative.
Authors:  Tamera P. Bruton, Ann F. Winborne, Richard H.

Henninger

Statutory Authority: Code of Ala. 1975 , 8840-2A-7(a)(5),
40-14A-1(h).

History: New Rule: Filed December 15, 2004, effective

January 19, 2005.

Supp. 6/30/11 2-8-8



Revenue

810-2-8-.06 Extension Of Time For Filing Of Busines

Chapter 810-2-8

Privilege Tax Returns

(2) Corporations are required to file an Alabama
Business Privilege Tax (“BPT”) return no later than
half months after the beginning of a taxpayer’s tax
Generally, all other taxpayers must file no later t
a half months after the beginning of the taxpayer’s
year.

(2) Notwithstanding the requirement in (1) above,
taxpayer required to file a BPT return will be gran
automatic six-month extension of time for filing th

3) However, in no event shall a taxpayer extend t
original due date to pay the tax. An extension of
to file the return pursuant to this section is not
of time for payment of tax. The amount of tax due
on or before the due date of the return without reg
extension to file the return.

(@) Payment of the tax shall be made via the paper
Payment Voucher or by Electronic Funds Transfer (EF
payment must be made via EFT if the payment exceeds
Please refer to Regulations 810-13-1-.01 and 810-13

(b) Underpayment of tax penalties plus any applica
interest will be imposed as provided by law without
any extension granted under this section.

4) An entity that fails to file the required retu
by the extended due date may not be granted an auto
extension the following (ensuing) year, but may be
request the extension in writing. If a written req
required, the request must be made to the Commissio
Revenue or to his designee, and must explain the re
request and the reason for failing to timely file t
the previous year. The request also must state tha
has no outstanding debts owed to the Department.
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Authors:  Ann F. Winborne, CPA, Richard H. Henninger
Statutory Authority: Code of Ala. 1975 , 8840-2A-7(a)(5),
40-14A-25.

History: New Rule: Filed November 26, 2008; effective

December 31, 2008.
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810-2-8-.07

on or after January 1, 2009, and business privilege

Revenue
Definition Of Homeowners Association Fo r Purposes

Of Administering The Alabama Business Privilege Tax Law .

(2) For purposes of administering the Alabama
business privilege tax law levied by 840-14A-22, Co de of Ala.
1975, effective with business privilege taxable years b eginning

tax

determination periods beginning on or after January 1, 2008:

(@) Entities which are formed by restrictive coven ant

or a declaration of restrictions by the owners of r

in a defined area which are united as a nonprofit a
improve or maintain the area's quality will be pres
exempt from the Alabama business privilege tax as “
associations” referred to in 840-14A-43, Code of Al

eal property
ssociation to
umed to be
homeowners
a. 1975

(b) The not-for-profit corporations referred to as
“property owners’ associations” in 840-14A-22, Code

of Ala.

1975, will be treated as “homeowners associations,” as
to in 840-14A-43, and will be exempt from the Alaba
privilege tax.

(c) A unit owners’ association organized under the
Alabama Uniform Condominium Act will be treated as
association in accordance with §40-14A-43, if the a
a nonprofit entity.

(d) For-profit entities are not presumed to be
homeowners associations for purposes of the Alabam
privilege tax exemption provided for in 840-14A-43,

1975.

referred
ma business

a homeowners
ssociation is

a business
Code of Ala.

Authors:  Voncile Catledge, Ed Cutter

Statutory Authority: Code of Ala. 1975 , 8840-2A-7(a)(5),
40-14A-22, 40-14A-43.

History: New Rule:  Filed August 20, 2009, effective

September 24, 2009.

810-2-8-.09 Business Privilege Tax Filing Requireme

nts For

Disregarded Entities And Owners Of Disregarded Enti

ties

(2) Scope . This regulation provides guidance
concerning the Alabama business privilege tax filin

Supp. 6/30/11 2-8-10
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requirements for certain disregarded entities and t
the disregarded entities.

Chapter 810-2-8

he owners of

ot

to

(2) Net Worth Computation of Disregarded Entities
Section 40-14A-23, Code of Ala. 1975 , establishes the net worth
computation for business entities subject to the Al abama
business privilege tax. In accordance with the sec tion, the net
worth computations of a disregarded entity differ b ased upon
whether the owner of the disregarded entity is subj ect to the
Alabama business privilege tax. See Section 40-14A -1, Code of
Ala. 1975 |, for a definition of “disregarded entity.”

€) Disregarded Entity Net Worth Computation if th
Owner of the Disregarded Entity is Subject to the A labama
Business Privilege Tax . The net worth of the disregarded entity
shall be zero, and the items that would enter into determining
the net worth of the disregarded entity shall be us edin
computing the net worth of the owner of the disrega rded entity.

1. Both the disregarded entity and the disregarded
entity’s owner would be required to file an Alabama business
privilege tax return.

2. The disregarded entity must disclose the owner’
name and Federal Employer Identification Number (FE IN) as
required by the Alabama business privilege tax form .

(b) Disregarded Entity Net Worth Computation if th
Owner of the Disregarded Entity Is Not Subject to t he Alabama
Business Privilege Tax . The net worth of the disregarded entity
shall be equal to the amount of the disregarded ent ity’s assets
less its liabilities.

1. Since, the owner of the disregarded entity is n
subject to the Alabama business privilege tax, the owner would
not be required to file an Alabama business privile ge tax
return.

2. Disregarded entity owners that are not subject
the Alabama business privilege tax include, but are not limited
to: resident individual taxpayers; nonresident ind ividual
taxpayers; general partnerships; and, foreign busin ess entities
not doing business in the state of Alabama and not registered
with the Alabama Secretary of State’s Office to do business in

the state of Alabama.

Supp. 6/30/11 2-8-11
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3. The disregarded entity must disclose the owner’ S
name and FEIN as required by the Alabama business p rivilege tax
form. A statement must be attached to the business privilege
tax return explaining why the owner is not subject to the

Alabama business privilege tax.
Authors:  Brenda J. Russ, Cathy McCary

Authority: Code of Ala. 1975 , 8840-2A-7(a)(5), 40-14A-22,
40-14A-23,
History: New Rule: Filed February 23, 2011; effective

March 30, 2011.

810-2-8-.10 Business Privilege Tax Filing Requireme nts,
Clarifications and Explanations .

(2) Scope . This regulation provides guidance
concerning the general filing requirements for taxp ayers subject

to the Alabama business privilege tax.

(a) Section 40-14A-22, Code of Ala. 1975 , levies the
annual Alabama business privilege tax on every corp oration,
limited liability entity, and disregarded entity do ing business
in Alabama, or organized, incorporated, qualified o r registered

under the laws of Alabama.

1. The terms “corporation”, “limited liability
entity,” and “disregarded entity” are defined in Se ction
40-14A-1, Code of Ala. 1975

2. “Business entity” when used in this regulation
means corporations, limited liability entities, and disregarded
entities, as defined in Section 40-14A-1, Code of A la. 1975

3. “Qualified or registered” refers to the
registration of a foreign business entity with the Alabama
Secretary of State’s Office to do business in the s tate of
Alabama, in accordance with the requirements of Tit le 10, Code
of Ala. 1975

4. “Doing business in Alabama” is not defined in t he

Alabama Business Privilege Tax Act of 1999

(2) Foreign Business Entities . All foreign business
entities which have qualified or registered with th e Alabama
Secretary of State’s Office are subject to the Alab ama business

privilege tax filing requirements.

Supp. 6/30/11 2-8-12
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(@) A foreign business entity is subject to the

Chapter 810-2-8

filing requirement until the earlier of the date th e entity
ceases to be in legal existence, or, the date the e ntity cancels
or withdraws its registration with the Alabama Secr etary of
State’s Office.

(b) A foreign business entity is subject to the
filing requirement for a business privilege taxable year
regardless of the level of business activity conduc ted in the
State of Alabama during the related determination p eriod, even
if the entity was dormant during the related determ ination
period. See Section 40-14A-1, Code of Ala. 1975 , fora
definition of the terms “taxable year” and “determi nation
period.”

3) Business Entities Created in the State of
Alabama . All business entities created in the state of Ala bama
have an Alabama business privilege tax filing requi rement for a
business privilege taxable year so long as the enti ty isin
legal existence, regardless of the level of busines S activity
conducted in the State of Alabama during the relate d
determination period. See Section 40-14A-1, Code of Ala. 1975

for a definition of the terms “taxable year” and “d
period.”

(4) Guidance for Determining if a Foreign Business

etermination

Entity is Doing Business in Alabama for Purposes of

the Alabama

Business Privilege Tax Law

€)) General Rule
property located in Alabama is considered doing bus
state of Alabama, and is considered to be subject t
business privilege tax.

1. While it is possible for the mere passive
ownership of Alabama property to not rise to the le
business in Alabama, most instances of Alabama prop
ownership by a foreign business entity will be cons
business and will subject the business entity to th
business privilege tax.

2. The following are specific examples of property
ownership by a foreign business entity that would c
entity to be considered doing business in the state

Supp. 6/30/11 2-8-13
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Chapter 810-2-8

I The property owned is considered to be an item
inventory in the hands of the business entity or in
a related business entity.

i. The property is being held with a profit motiv

Iii. The property owned is real estate located in
Alabama and the real estate is being leased.

\2 The property owned is personal property and th
personal property is being leased.
(b) The facts and the circumstances of each case m

be considered in order to determine if a foreign bu
is doing business in the state of Alabama. Factst
considered include but are not limited to: the busi
of the business entity in its state of origin; the
activities of the business entity in other states;
activities performed in the state of Alabama; the p
in the state of Alabama; and, whether a profit moti
the ownership of property in the state of Alabama.

()

In addition to the general rule described in

Revenue

of
the hands of

ust
siness entity
o be
ness purpose
business
the
roperty owned
ve exists for

subparagraph (a), a foreign business entity is cons idered to be
doing business in the state of Alabama for business privilege
tax purposes, if in the state of Alabama the foreig n business
entity:

1. conducts a trade or business;

2. engages in commerce of any kind;

3. renders professional services;

4. conducts the business of insurance subject to t he
regulatory authority of the Alabama Insurance Commi ssioner, as
specified in Section 27-2-27, Code of Ala. 1975 ; or,

5. conducts the business of a financial institutio n,
as defined in Section 40-16-1, Code of Ala. 1975

(d) Having an Ownership Interest in a Business Ent ity
Conducting a Trade or Business in the State of Alab ama Ifa
business entity is doing business in the state of A labama, and
the owner of the business entity is a foreign busin ess entity
that has no other contact with the state of Alabama other than
its passive ownership interest in the business enti ty, then,

Supp. 6/30/11 2-8-14
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generally, the owner of the business entity is not
doing business in the state of Alabama and is not ¢
have a business privilege tax filing requirement.

1. However, if the foreign business entity describ
as the owner in subparagraph (d) routinely manages
day-to-day operations of the business entity that i
business in the state of Alabama, then the owner, t
business entity, can be deemed as doing business in
Alabama and would have a business privilege tax fil
requirement.

(5) The Alabama business privilege tax filing
requirements are independent of the Alabama income
requirements stated in Chapter 18, Title 40, Code o

Chapter 810-2-8

considered
onsidered to

the

s doing

he foreign
the state of

ing

tax filing
f Ala. 1975

(a) The Alabama business privilege tax filing
requirement for foreign business entities is based
the entity is qualified or registered under the law
or is doing business in Alabama.

(b) The Alabama income tax levy found in Section
40-18-2, Code of Ala. 1975
entity “doing business in Alabama or deriving incom
sources within Alabama, including income from prope
in Alabama” or “receiving income from property owne
transacted in Alabama.”

(c) A foreign business entity can have an Alabama
income tax filing requirement, but not have an Alab

upon whether
s of Alabama

, is based upon the foreign business

e from
rty located
d or business

ama business

privilege tax filing requirement for the same tax p eriod. An
example of this might be a foreign business entity that derives
income from its ownership interest in a business en tity
conducting a trade or business in the state of Alab ama, but
which has no other contacts with the state of Alaba ma.

(d) A foreign business entity can have an Alabama
business privilege tax filing requirement, but not have an
Alabama income tax filing requirement for the same tax period.

1. Protected Activities Under Public Law 86-272 .
Alabama Department of Revenue Regulation Number 810-27-1-4-.19,
Public Law 86-272 Exemption from Income Tax , provides an
exemption from Alabama income tax for foreign busin ess entities
that perform only certain protected activities in t he state of
Alabama. The protected activities are specified in the
regulation, but those activities could be construed as doing
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business in the state of Alabama for Alabama busine ss privilege
tax purposes.

2. Financial Institutions . A foreign business
entity that meets the definition of “financial inst itution”
stated in Section 40-16-1, Code of Ala. 1975 , Is subject to the
Alabama financial institutions excise tax, but is e xempt from
the Alabama income tax. A foreign business entity doing
business in the state of Alabama as a financial ins titution is
subject to the Alabama business privilege tax filin g

requirement.

3. Foreign Business Entities Subject to the Alabam a
Insurance Premiums Tax . A foreign business entity that is an
insurance company upon which the statutes of Alabam a imposes a
tax upon its premium income is exempt from the Alab ama income
tax, in accordance with Section 27-4A-6, Code of Al a.1975 . A
foreign business entity doing business in Alabama a san
insurance company subject to the Alabama insurance premiums tax
is subject to the Alabama business privilege tax fi ling

requirement.
Authors:  Brenda J. Russ, Cathy McCary

Statutory Authority: Code of Ala. 1975 , 8840-2A-7(a)(5),
40-14A-22.
History: New Rule: Filed February 23, 2011, effective

March 30, 2011.

810-2-8-.11 Issuance Of A Certificate Of Good Stand ing For
The Alabama Business Privilege Tax

(2) Scope. This rule provides guidance about the
request for and issuance of the certificate of good standing
allowed by 840-2A-10, Code of Ala. 1975 , concerning the filing
and payment compliance of a business entity with th e Alabama
business privilege tax filing and payment requireme nts of
Chapter 14A, Title 40, Code of Ala. 1975 , The Alabama Business
Privilege and Corporate Shares Act of 1999.

(2) Section 40-14A-22, Code of Ala. 1975 , levies an
annual privilege tax on every corporation, limited liability
entity, and disregarded entity doing business in Al abama, or
organized, incorporated, qualified, or registered u nder the laws
of Alabama.
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(@) When the term, “business entity,” is used in t
rule, it has the same meaning as is used for the te rm
“taxpayer,” in Chapter 14A, Title 40, Code of Ala. 1975.

(b) See Section 40-14A-1, Code of Ala. 1975 , for the
definitions of “corporation,” “limited liability en tity,”
“disregarded entity,” and “taxpayer.”

3) Section 40-14A-43, Code of Ala. 1975 , exempts
certain nonprofit entities from the Alabama busines S privilege
tax. The section refers to the entities described in 26 U.S.C.
8501(a) as being exempt from the tax. Also, the se ction
specifically identifies additional nonprofit entiti es that are

exempt from the tax.

(a)
810-2-8-.07, Definition of Homeowners Association f
of Administering the Alabama Business Privilege Tax
clarification of the exempt nature of homeowners as

(4) Section 40-2A-10, Code of Ala. 1975

See Alabama Department of Revenue Rule Number

or Purposes
Law, for a
sociations.

, as a general

rule, prohibits the disclosure of tax returns and t
information, without the written permission or appr
taxpayer. As one of the exceptions to the general
rule, the section allows the Commissioner of Revenu
her delegate to disclose in writing, to any person
such a request, the status of compliance of busines
subject to the Alabama business privilege tax.

€) The Department will issue a certificate of goo
standing to a requesting person with respect to a b
entity if the business entity is subject to the Ala
privilege tax; has filed all tax returns required u
14A, Title 40, Code of Ala. 1975
taxes, penalties, and interest shown payable on tho
as those returns may have been adjusted by the Alab
Department of Revenue.

1. A certificate of good standing cannot be issued
for any entity identified as exempt from the Alabam
privilege tax in 840-14A-43, Code of Ala. 1975

2. A certificate of good standing cannot be issued
for any person not subject to the Alabama business
tax, such as individuals and general partnerships.
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(b) Fee for Requesting a Certificate of Good
Standing. The fee for requesting a certificate of
for a business entity is $10 for each request.

1. The fee for requesting a certificate of good
standing is nonrefundable.

(©) Departmental Research of a Certificate of Good
Standing Request. Upon receiving a certificate of
request for a business entity and full payment of t
fee, the Alabama Department of Revenue will researc
business privilege tax payment and return records,
business entity name exactly as stated on the certi
good standing request, in order to determine ifa c
good standing can be issued.

(d) Issuance of a Certificate of Good Standing or
Notice that a Certificate of Good Standing Cannot B
the business entity for which a certificate of good
requested is subject to the business privilege tax,
all required business privilege tax returns, and ha
full amount shown due on those returns, as those re
have been adjusted by the Alabama Department of Rev
certificate of good standing will be issued. Otherw
will be issued stating that a certificate of good s
cannot be issued at this time for the business enti
in the request.

1. Certificate of Good Standing.

® The certificate of good standing will state th
name of the business entity as stated on the certif
standing request, the issuance date, and, that the
entity is in compliance with the Alabama business p
payment and return requirements of Chapter 14A, Tit

of Ala. 1975 , as of the issuance date of the certificate of goo
standing.
(i) The certificate of good standing will state t

it is valid for sixty days from the date of issuanc
the document will only be available for retrieval f
Department’s on-line delivery system for a limited
days.

2. Notice that a Certificate of Good Standing Cann
be Issued. The notice that a certificate of good s
cannot be issued will state: the name of the busin

Supp. 6/30/11 2-8-18
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provided on the certificate of good standing reques
issuance date; that any further discussions between
Department and the certificate of good standing req
the business privilege tax filing and payment compl
business entity are prohibited by §40-2A-10, Code o
and, will provide the telephone number, fax number,
address of the Department contact concerning the no
notice will encourage the requestor to have the bus
contact the Alabama Department of Revenue if additi
information is required to resolve the certificate
standing request.

M If the request for a certificate of good stand
is made during the business privilege taxable year
business entity, but after the original due date fo
business privilege tax return for the taxable year,
business privilege tax payment is shown on the busi
privilege tax payment records of the Department, th
will be issued stating that a certificate of good s
cannot be issued at this time. See Section 40-14A-1
Ala. 1975 | for the definition of “taxable year.”

(i) If the request for a certificate of good stan
is made during the business privilege taxable year
business entity, but after the extended due date fo
business privilege tax return for the taxable year,
business privilege tax return is shown on the busin
tax return records of the Department, then a notice
issued stating that a certificate of good standing
issued at this time.

(i) If a request for a certificate of good stand
is made for a business entity, and the business pri
records of the Department indicate that a return wa
for a taxable year or that the business privilege t
any penalties and interest, has not been paid for a
year, then a notice will be issued stating that a ¢
good standing cannot be issued at this time.

(5) Resolution of a Notice that a Certificate of G

Standing Cannot be Issued.

€) If the Department has issued a notice that a

certificate of good standing cannot be issued for a
entity, in order to comply with the disclosure proh

840-2A-10, Code of Ala. 1975
inform the requestor of the existence or nonexisten

Supp. 6/30/11 2-8-19
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return or any payment, or of any return information
payment information, without the written permission
business entity.

(b) In order for a Departmental employee to discus
the business entity’s business privilege tax return
compliance with the requestor of the certificate of
standing after the Department has issued a notice t
certificate of good standing cannot be issued, the
must provide the employee with written permission f
business entity to allow the Department to disclose
business privilege tax return and payment informati
business entity to the requestor.

1. Alabama Form 8821A, Tax Information
Authorization, can be used to provide the Departmen
required written permission. If the form is used t
required written permission, then “Business Privile
should be entered in the Type of Tax column; “Certi
Good Standing” should be entered in the Tax Form Nu
and, “All Applicable” should be entered in the Year
Period(s) column. The completed form can be faxed
Department contact person, in order to expedite the
of the certificate of good standing request.

(c) A Departmental employee can inform the request

of a certificate of good standing, or anyone, of an
available on the Alabama Secretary of State’s websi

a business entity. Information on the Alabama Secr
State’s website is public information, including th
annual report information, which indicates the date
corporate annual report was processed by the Alabam
of Revenue.

(d) A Departmental employee may discuss the busine

privilege tax filing and payment compliance of a bu
with the business entity’s owner or officer, once t
Departmental employee is satisfied that the busines
owner or officer is authentic, having substantiated
ownership of the business entity with information i
Departmental records or with public information — s
information from the Alabama Secretary of State’s O
having substantiated the officer’s authority throug
Departmental or public records.

1. Once the authenticity of the business entity
owner or officer has been established, a Department
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may discuss the business privilege tax filing and p ayment
compliance with anyone the business entity owner of officer
verbally approves, in order to expedite the resolut ion of the

certificate of good standing request.

(e) A Departmental employee may discuss the busine SS
privilege tax filing and payment compliance of a bu siness entity
with an employee of the business entity, once the D epartmental
employee is satisfied that the business entity empl oyee is
authentic and has the authority of the business ent ity to
discuss the business privilege tax filing and payme nt compliance

of the business entity.

1. The Departmental employee may wish to
substantiate the information provided by the busine Ss entity’s
employee with information recorded in Departmental records,
after obtaining, from the business entity employee: the
employee’s full name and title; the reason for requ esting the
information; and, such additional information as th e taxpayer
identification number of the business entity, the b usiness
privilege tax account number of the business entity , the account
sign-on identification number of the business entit y, the
account access code of the business entity, and doc ument
identification numbers from Departmental correspond ence or

billings mailed to the business entity.

() If Departmental records indicate that the
business entity has authorized the Department to di scuss any
item on the business privilege tax return for a tax able year
with the paid preparer of the return, the Departmen tal employee
may discuss the return and the related payment with any employee
of the paid preparer, upon determining that the pai d preparer

employee is authentic.

(9) If, the Department issues a notice that a
certificate of good standing cannot be issued, and within five
business days of the issuance date of the notice, i nformation,
returns, or payments are provided to the Department which will
cause the business entity to be in compliance with the business
privilege tax filing and payment requirements, then a
certificate of good standing may be issued, at no a dditional
fee. Otherwise, a new certificate of good standing request must
be submitted with the required payment, if a certif icate of good

standing is needed for the business entity.

Authors:  Brenda J. Russ and Cathy McCary, CPA

Statutory Authority: Code of Ala. 1975 , 88 40-2A-7(a)(5), 40-
2A-10.

Supp. 6/30/11 2-8-21



Chapter 810-2-8 Revenue

History: New Rule: Filed May 25, 2011; effective
June 29, 2011.
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Form BPT-E - Family Limited Liability Entity Elec tion Form

See Master Code for Copy of form
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Authors: Tamera P. Bruton, Ann F. Winborne, Richard H.

Henninger

Statutory Authority: Code of Ala. 1975 , 8840-2A-7(a)(5),
40-14A-1(h).

History: New Form (BPT-E (10/04)): Filed December 15, 2004,

effective January 19, 2005.
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