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810-3-35.1-.01 Carryforward O Net Operating Losses For Corporations -

CGener al .

(1) In addition to the deductions allowed to
corporations by 840-18-35, a deduction is also allowed for net
operating |l osses carried forward fromany year which began after
Decenber 31, 1983.

(2) The term "net operating | oss"” nmeans the excess of
deductions (other than the net operating |oss carryforward)
all oned by Chapter 18, Title 40, Code of Ala. 1975, over the
gr oss i ncone.

(3)(a) For any tax year that begins after
Decenber 31, 1983, but before January 1, 1985, the | oss nay be
carried forward for a maxi mum of five (5) years or unti
exhausted. For all tax years beginning after Decenber 31, 1984,
| osses may be carried forward for a maxi mum of fifteen (15) years
or until exhausted. A loss nust be carried first to the earliest
year in which the corporation has net inconme (determ ned w thout
taking into account the | oss carryforward). The excess, if any,
may then be carried forward to the next earliest year, in
succession, in which the corporation has net income. Any years
in which the corporation had elected to be an Al abama S
corporation are included within the maxi num carryforward
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l[imtation of five or fifteen years, as well as any "year" of
| ess than twel ve nonths (as outlined in subparagraph (b) bel ow).

(b) The term "year"” includes a period of |ess than
twel ve nonths (short-year) resulting froma change in accounting
period pursuant to 840-18-30. Thus, a short-year |oss may be
carried to a succeeding full year, or a full year |oss nmay be
utilized in a short-year

(4) The loss for any year is to be conputed under the
| aw applicable to that year.

(5) In computing the amount of a net operating |oss
avail able for carryforward, certain adjustnents nust be taken
into account.

(a) Due to the limtation on the charitable
contributions deduction of 840-18-35(10), contributions may not
formpart of a net operating |loss carryforward. For tax years
begi nning on or after January 1, 1985, excess contributions may
be carried forward for a maxi rum of five years. See Rule
810- 3-35-.01(1)(q9) 2.

(b) The net operating loss will be increased by the
anount of any federal income tax accrued (or reduced by the
amount of any refund) attributed to the corporation for the |oss
year.

(c) The anount avail able for carryforward nust be
reduced by the anpunt of any | oss deduction which was avail abl e
for use, even if not actually used. No adjustnent will be
requi red under this subparagraph for years in which the
corporation had in effect an election to be an Al abama S
cor poration.

(6)(a) For tax years begi nning before January 1, 1990,
t he maxi nrum anmount of net operating |oss carryforward whi ch nmay
be utilized in any year is $600,000. The excess, if any, my
continue to be carried forward not to exceed the tine limtations
i n paragraph (3) above. The net operating | oss deduction
utilized cannot create a net operating loss - that is, the
result, after subtracting the net operating |loss carryforward
cannot be | ess than zero.

(b) For tax years beginning after Decenber 31, 1989,
the $600,000 limtation for subparagraph (a) no | onger applies.
(7) EXAMPLE
I ncome 1, 000, 000 4, 000, 000 3, 500, 000
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Expenses (except

contributions) 2,400, 400 2, 000, 000 2, 400, 000
Contri butions 100, 000 100, 000 100, 000
Total s (1, 500, 000) 1, 900, 000 1, 000, 000
Contri butions
adj ust nent 100, 000 - 0- - 0-

I ncone before Federal

Tax Deducti on (1, 400, 000) 1,900,000 1, 000, 000
Federal Tax

(Deduct i on/

Ref und) 400, 000 (500, 000) (300, 000)

Taxabl e | ncone/
(Net Operating

Loss) (1, 000, 000) 1, 400, 000 700, 000

Net Operating

Loss

Carryforward 1, 000, 000 (600, 000) (400, 000)

Net Taxabl e

I ncome - 0- 800, 000 300, 000
(8) A net operating |loss carryforward deduction may

only be utilized by the corporation which incurred the loss. A
corporation, resulting froma reorganization will be considered
to have incurred the | osses not utilized by the parties to a
reorgani zation in a transaction described in sections 1., 2., 5.
and 6. of Rule 810-3-80.04(l)(a). The limtations on the maxi num
carryforward period and the ordering rules for multiple |osses in
paragraph (3) above, will be applied to the carryforwards after
the reorgani zation as if the reorgani zati on had not taken pl ace.
The limtation on the maxi nrum anount of net operating | osses

whi ch may be deducted in a taxable year in paragraph (6) above
will be applied to the total of all carryforwards resulting from
a reorgani zation.

(9) In the case of an acquiring corporation subject to
the rules of 26 U.S.C. 8381, or in the case of a new | oss
corporation within the nmeaning of 26 U. S.C. 8382, or in the case
of the recognized built-in gains of a gain corporation within the
meani ng of U S.C. 8384, only such net operating | osses as are
al l onabl e in accordance with said U S.C. 88381, 382, and 384
shall be allowed as a deduction under this section. This
par agraph shall be applied before the limtations in this
precedi ng exanpl e are appli ed.
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(10) A net operating loss fromany year in which the
corporation had elected to be an Al abana S corporation may not be
carried forward. See Rule 810-3-168-.01.

Aut hor: Voncile Catledge, Individual and Corporate Tax Division
Statutory Authority: Code of Ala. 1975, 840-18-35.1.

H story: Adopted Septenber 30, 1982. Anended: Filed

May 15, 1992. Anended: Filed February 1, 2000; effective

March 7, 2000.

810-3-35.1-.02 Carryforward O Net Operating Losses For
Cor porati ons Apportioning And Al | ocating | ncone.

(1) (a) For corporations apportioning and all ocating
i ncone to Al abama, the anobunt of a net operating |oss to be
attributed to Alabama will be conputed in the manner provided in
840- 18-33, Code of Ala. 1975, and nodified as provided in the
Mul tistate Tax Conpact, Chapter 27, Title 40, Code of Ala. 1975.

(b) In other words, a corporation apportioning and
all ocating inconme to Alabana will have a net operating | oss
attributed to Alabama if the sumof the following itens is |ess
t han zero

1. the inconme (or |oss) apportioned to Al abamma,
2. the income (or loss) allocated to Al abama,
3. any deductions allocated to Al abama (such as

pol lution control capital expenditures),

4. any federal inconme tax attributed to the
corporation which is apportioned to Al abama incone (this usually
will be -0- because the federal tax apportionnent factor wll
have -0- as either the numerator, the denom nator or both), and

5. any overpayment of federal income tax previously
taken as a deduction in Al abama returns for prior periods which
is attributable to the taxpayer for the | oss year.

(2) For a corporation apportioning and allocating
incone, the net operating loss attributed to Al abama will be
treated as allocated to Alabama in the year utilized. That is,

i ncome (including the deduction for charitable contributions and
the federal income tax deduction) for the year of utilization
will first be conputed as provided in 8840-18-33 and 40-27-1, and
the net operating | oss deduction then will be subtracted to
determ ne taxabl e incone.
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Aut hor: Voncile Catledge, Individual and Corporate Tax Division
Statutory Authority: Code of Ala. 1975, 840-18-35.1.

H story: Adopted January 28, 1987. Anended: June 17, 1988;
filed July 27, 1988. Anended: Filed February 1, 2000; effective
March 7, 2000.

810-3-35.1-.03 Carryforward O Net Operating Losses For
Corporations Filing Consolidated Returns. (Repeal ed)

Aut hor: Voncil e Catl edge

Statutory Authority: Code of Ala. 1975, 8840-2A-7(a)(5),
40- 18-57, as anended.

H story: New Rule: Filed February 1, 2000, effective
March 7, 2000. Amended: Filed June 6, 2001, effective
July 11, 2001. Anended: Filed October 15, 2010; effective
Novenber 19, 2010.
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