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810-2-8-.01   Taxable Income for Determining the Applicable Privilege Tax Rate. 
        
 
 (1)  For tax years beginning after December  31, 1999, the taxable 
income used to com pute the tax rate for the Alabam a Business Privilege Tax 
shall be determined as follows: 
 
 (a)  C Corporations.  
 
 1. The taxable incom e used to determine the tax rate for the privilege tax 
shall be the federal taxable income  before net operati ng loss and special 
deductions. This income shall be apportioned in accordance with §40-27-1, Code 
of Alabama 1975, and the accompanying rule s.  Deductions shall not be allowed 
for the federal incom e tax or the Al abama net operating loss in computing an 
income category for purposes of determini ng the ra te for the privilege tax.  C 
corporations filing as members of an Alabama consolidated group shall 
determine taxable income for the privilege tax on a separate company basis. 
 
 2.  Corporations granted permissi on by the Alab ama Department of 
Revenue to use separate accounting to determine Alabama taxable income shall 
compute the income based on Internal Revenue Service Form 1120. The taxable 
income before the deductions for the net  operating loss and special deduction 
shall be used to determine the income ca tegory for purposes of determining the 
rate for the privilege tax. 
 
 3.  Corporations granted permissi on by the Alab ama 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. 
 
 (b)  S Corporations.   
 
 1. The taxable incom e used to determine the tax rate for the privilege tax 
shall be the federal ordinary inc ome or (l oss) from trade or business activities  
plus any items of income or applic able deductions passed through to the 
shareholders that were determined pursuant to 26 U. S. C. §1366. This inc ome 
shalI be apportioned in acco rdance with §40-27-1, Co de of Alabama 1975,  and 
the accompanying rules. Deductions shall not be allowed for th e federal income 
tax or the Alabama net operating loss in computing an income category for 
purposes of determining the rate for the privilege tax. 
 
 2.  S Corporations granted permission by the Alabam a Department of 
Revenue to use separate accounting to determine Alabama taxable income shall 
compute the income based on the Internal Revenue Service Form 1120S.  Any 
Alabama income or expenses passed through to the shareholders shall be added 



to or subtracted from the Alabama taxable income to arrive at the taxable income 
used to determine the rate for the privilege tax. 
 
 3.  S Corporations granted permission by the Alabam a Department of 
Revenue to use any other alternative me thods to apportion income shall use 
these methods to determine the taxable income used to compute the tax rate for 
the privilege tax. 
 
 (c)  Limited Liability Entities.    
 
 1.   The taxable income used to determine the tax rate for the privilege t ax 
shall be the federal ordinary inc ome or (l oss) from trade or business activities  
plus any items of inc ome or expenses passed through to the s hareholders that 
were determined pursuant to 26 U. S. C. §702. This income shall be apportioned 
in accordance with §40-27-1, Code of  Alabama 1975, and the accompanying 
rules. 
 
 2.  Limited Liability Entities  granted permis sion by the Alabama 
Department of Revenue to us e separate accounting to determine Alabama 
taxable income shall compute the inco me based on Internal Revenue Se rvice 
Form 1065. Any Alabama income or expenses passed through to the 
shareholders shall be added to or subtra cted from Alabama taxable incom e to 
arrive at the taxable income used to determine the rate for the privilege tax. 
 
 3.  Limited Liability Entities  granted permis sion by the Alabama 
Department of Revenue to us e any othe r alternative methods to apportion 
income shall use these methods to det ermine the taxable inc ome used to 
compute the tax rate for the privilege tax. 
 
 (d)  Real Estate Investment Trusts.    
 
  1.  The taxable income used to determine the tax rate for the privilege tax 
shall be the federal income  before the net operating loss ded uction, the total  
deduction for dividends paid, and the 26 U. S. C. §857(b)(2)(E) deduction. T his 
income shall be apportioned in accordance with §40- 27-1, Code of Alabama 
1975, and the accompanying rules. 
 
 2.  Real Estate Investment Trusts granted permission by the Alabama 
Department of Revenue to us e separate accounting to determine Alabama 
taxable income, shall compute the inco me based on Internal Revenue Service 
Form 1120-REIT. 
 
 3.  Real Estate Investment Trusts granted permission by the Alabama 
Department of Revenue to us e any othe r alternative methods to apportion 
income shall use these methods to det ermine the taxable inc ome used to 
compute the tax rate for the privilege tax. 



 
 (e)  Disregarded Entities.     
 
 1. The taxable incom e used to determine the tax rate for the privilege tax 
shall be the federal ordinary inc ome or (l oss) from trade or business activities  
plus any items of inc ome or expenses passed through to the s hareholders that 
were determined pursuant to 26 U. S. C. §1361 or 26 U. S. C. §61. This inc ome 
shall be apportioned in accordance with §40-27-1, Code of  Alabama 1975,  and 
the accompanying rules. 
 
 2. Disregarded Entities granted permission by the Alabama 
Department of Revenue to us e separate accounting to determine Alabama 
taxable income, shall compute the income based on either Internal Rev enue 
Service Form 1065 or Form 1120S which ever is applic able. Any Alabama 
income or expenses passed through to  the shareholders shall be added to or 
subtracted from Alabama taxable income to arrive at the taxable income used to 
determine the rate for the privilege tax. 
 
 3.  Disregarded Entities granted permission by the Alabama 
Department of Revenue to use any other alternative methods to income shall use 
these methods to determine the taxable income used to compute the tax rate for 
the privilege tax. 
 
 (f)  Financial Institutions.    
 
 1. For Financia l Institutions filin g as C corporations  with the Internal 
Revenue Service, the taxable income used to determine the tax rate for the 
privilege tax shall be the federal tax able income before net operating loss and 
special deductions. F or Financial Institutions filing as S Corporations wit h the 
Internal Revenue Service, the taxable inco me used to determine the tax rat e for 
the privilege tax shall be the federal ordi nary income or (loss)  from trade or 
business activities plus any items of in come or expenses passe d through to the 
shareholders that were determined pursuant to 26 U. S. C. §1366. This inc ome 
shall be apportioned in accordance with Ch apter 16, Title 40,  Code of Alabama 
1975, and the accompanying ru les.  Deductions shall not be allowed for the 
federal income tax or the Alabama net operating loss in computing an income 
category for purposes of determining the ra te for the privilege tax.  Financial 
Institutions filing as members of an Alabama consolidated group shall determine 
taxable income for the privilege tax on a separate company  basis.  (Note: 
Financial Institutions are subject to t he Financial Institution Excise T ax in 
Alabama and may not file as an Alabama C or S Corporation.) 
 
 2.  Financial Institutions given permission by the Alabama Department 
of Revenue to use s eparate accounting to determine Alabam a taxable income 
shall compute the income based on either  the Internal Revenue Service Form 
1120 or Form 1120S which ever  is applicable.  For Financia l Institutions filing as 



S Corporations with the Internal Rev enue Service, any Alabama incom e or 
expenses passed thr ough to the shareholders s hall be added t o or subtracted 
from Alabama taxable income to arrive at the taxable income used to determine 
the rate for the privilege tax. 
 
 3.  Financial Institutions granted permission by the Alabama 
Department of Revenue to us e any othe r alternative methods to apportion 
income shall use these methods to det ermine the taxable inc ome used to 
compute the tax rate for the privilege tax. 
 
 (g)  Insurance Companies.  For U.  S. Life Insurance Co mpany filing 
Internal Revenue Ser vice Form 1120-L, federal taxable income shall be tota l 
taxable income less the dividends received deduction and the operations  loss 
deduction. For U. S. Property  and Casualty Insurance Companies filing Internal 
Revenue Service Form 1120-PC, federal taxable income shall be taxable income 
less the dividend received dedu ction and the net operat ing loss deduction. This 
income shall be apportioned in accordance with Title 27, Code of Alabama 1975, 
relating to insurance companies. 
 
Author:  Voncile Catledge  
Authority:  Section 40-2A-7(a)(5),  Code of Alabama 1975, as amended.  
History: New rule: Filed July 26, 2000, effective August 30, 2000. 



810-2-8-.02 Determination of the Apportionment Factors for the Privilege Tax.  
  
 (1) For tax years beginning after December 31, 1999, taxpayers 
engaged in multistate operations will determine the Apportionment Factors used 
to compute Alabama net worth as follows: 
 
 (a) C Corporations, S Corporations, Limited Liability Entities, Real 
Estate Investment Trusts, and Disregarded Entities engaged in multistate 
operations shall apportion net worth computed under §40-14A-23, Code of 
Alabama 1975, in accordance with §40-27-1, Code of Alabama 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 
prescribed for purposes of the income tax levied by Chapter 18, Title 40, Code of 
Alabama 1975. 
 
 (b) Financial Institutions shall apportion net worth computed under 
§40-14A-23 in accordance with Chapter 16, Title 40, Code of Alabama 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 
prescribed for purposes of the financial institution excise tax. 
 
 (c) Insurance companies subject to the insurance premium tax levied 
by Chapter 4A of Title 27, Code of Alabama 1975, shall apportion income based 
on the ratio of the insurer's Alabama premium income to its nationwide total 
direct premiums. The information used to determine this ratio is reflected on 
Schedule T of the insurer's annual statement filed with the insurance 
commissioner for the immediate preceding tax year. 
 
 
Author: Voncile Catledge 
Authority: §§ 40-2A-7(a)(5) and 40-14A-1, Code of Alabama 1975 
History: New rule: Filed July 26, 2000, effective August 30, 2000. 
 



810-2-8-.03     Execution of Privilege Tax Return.     A paid preparer may execute 
and file the business  privilege t ax return, extension request, and the annual 
report, if a power of attorney is on file, or is filed simultaneously with the return, 
etc., authorizing this action.  Otherwise, the return, etc. must be executed by  one 
of the officers specified in Section 40-18-39(e), Code of Alabama 1975. 
 
Author: Michael E. Mason 
Authority: Sections 40-2A-7(a)(5) and 40-14A-26, Code of Alabama 1975 
History: New rule: Filed March 20, 2001, effective April 24, 2001. 
 



810-2-8-.04 Business Privilege Tax - Transition Rules  from a C alendar Year 
Basis To a Fiscal Year Basis.  
 
 
 (1) Scope.   This rule is issued purs uant to Section 40-2A-7(a)(5), 
Code of Alabama 1975, to provide guidanc e to business entities subject to the 
Business Privilege Tax to transition from a calendar year tax basis to a fiscal year 
tax basis and provide for the computation of a tax obli gation when an accounting 
period change is made. 
 
 (2) Definitions.  The following ter ms have t he meanings ascribed to 
them for purposes of this rule: 
 
 (a) Business Privilege T ax.  The tax levied by Section 40-14A-22, 
Code of Alabama 1975. 
 
 (b) Calendar Year Tax Period.  The period from January 1 of each year 
through December 31 of that year. 
 
 (c) Fiscal Year Tax Period.  Any 365 consecutive day period other than 
a calendar year tax period. 
 
 (d) Determination Period.  A taxpay er’s taxable period that precedes 
the taxpayer’s current taxable period. 
 
 (e) Determination Date.  The date upon which the Bu siness Privilege 
Tax accrues. 
 
 (3) Applicability of Taxing Statutes. 
 
 (a) Pursuant to Section 40-14A-2(b), for taxable years 2000 and 2001,  
all taxpayers subject to the tax levi ed in Section 40-14A-22, shall have a 
determination date of January 1 following  the determination period.  For all 
taxable years ending after December 31,  2000, the determinat ion date shall be 
the first day of the taxable year following the determination 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 Alabama 1975. 
 
 
Author: Michael E. Mason  
Authority: Sections 40-2A-7(a)(5) and 40-14A-1, 40- 14A-2, 40-14A-22 and 

40-18- 30(a), Code of Alabama 1975. 
History: New rule: Filed March 20, 2001, effective April 24, 2001. 



810-2-8-.05   Election to File as a Family Limited Liability Entity.   
 
 
 (1) Any entity qualifying to elect status as an Electing Family Limited Liability  
Entity as defined by § 40-14A-1(h), Code of Alabama 1975, must file with the  
Department of Revenue an annual election to be taxed as a fa mily limited liability entity 
for the taxable year represented by 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 constructive ownership rules of  26 U.S.C. §318, without  regard to the 50%  
limitation contained in 26 U.S.C. §318(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 completing the Electing Family Limi ted Liability Election Form in its entirety; 
and 
 
 (d) Signature of the taxpayer or authorized representative. 
 
 (4)   Electing Family Limited Liability Entity status will be disallowed if the election 
is not filed in a timely manner, does not c ontain the required information, or is not 
properly signed by the taxpayer or authorized representative.    
 
 
Authors: Tamera P. Bruton, Ann F. Winborne, and Richard H. Henninger 
Authority: §§40-2A-7(a)(5) and 40-14A-1(h) Code of Alabama 1975 
History: New Rule:  Filed December 15, 2004, effective January 19, 2005. 



APPENDIX A – CHAPTER 810-2-8 
 

Attachment – 810-2-8-.05 
 
 
Authority: Sections 40-2A-7(a)(5) and 40-14A-1(h), Code of Alabama 1975 
History: Form BPT-E (10/04) Family Limited Liability Entity Election Form 
 Filed:  December 15, 2004, effective January 19, 2005. 



810-2-8-.06 Extension of Time for Filing of Business Privilege Tax Returns.   
 
  

 (1)  Corporations are required to file an Alabama Business Privilege Tax 
(“BPT”) return no later than two and a half mont hs after the beginning of a taxpayer’s 
taxable year.  Generally, all other taxpayer s must file no later than three and a half  
months after the beginning of the taxpayer’s taxable year. 
 
 (2) Notwithstanding the requirement in (1) above, any taxpayer required to file 
a BPT return will be  granted a n automatic si x month extension of time for filing  the 
return.    
 
 (3) However, in no event shall a taxpay er extend the original due date to pa y 
the tax.  An extension of time granted to file the return pursuant to this section is not an 
extension of time for payment of tax.  The amount of tax due must be paid on or before 
the due date of the return without regard to the extension to file the return.   
  

(a) Payment of the tax shall be made via the paper Payment Voucher 
or by Electronic Funds Transfer (EFT).  However, payment must be made via EFT if the 
payment exceeds $750.  Please refer to Regulations 810-13-1-.01 and 810-13-1-.03. 
 
 (b) Underpayment of tax penalties pl us any applicable interest will be 
imposed as provided by law without regard to any extension granted under this section.        
 

(4) An entity that fails to file the required return by the extended due date may 
not be granted an automatic extension the following (ensuing) year, but may be required 
to request the extension in writing.   If a written request is  required, the request must be 
made to the Commissioner of Revenue or to hi s designee, and must explain the reason 
for the request and the reason for failing to timely  file the return in the previous yea r.  
The request also must stat e that the entity has no outstandin g debts o wed to the  
Department. 
 
 
Author:  Ann F. Winborne, CPA, and Richard H. Henninger 
Authority:  Sections 40-2A-7(a)(5) and 40-14A-25, Code of Alabama 1975 
History: New rule:  Filed November 26, 2008, effective December 31, 2008.  



810-2-8-.07 Definition of Homeowners Association for Purposes of        
            Administering the Alabama Business Privilege Tax Law.   
 
 
 (1)   For purposes of administering the Alabama business  privilege tax l aw 
levied by §40-14A-22, Code of Alabama 1975, effective wit h business privilege taxable 
years beginning on or after January 1, 20 09, and business privil ege tax determination 
periods beginning on or after January 1, 2008:   
  
 (a)   Entities which are formed by restrictive covenant or a declaration of 
restrictions by the owners of real property   in a defined area which are united as a 
nonprofit association to impr ove or maintain the area's quality will be presumed to be 
exempt from the Alabama business privilege tax as “homeowners associations” referred 
to in §40-14A-43, Code of Alabama 1975.  
  
 (b)  The not-for-profit corporations  referred to as “property owners’ 
associations” in §40-14A-22,  Code of Alabama 1975, will be treat ed as “homeowners 
associations,” as referred to in §40-14A-4 3, and will be exem pt from the Alabama 
business privilege tax. 
  
 (c)  A unit owners’ as sociation organized under the Alabama Unifor m 
Condominium Act will be treated as a homeowner s association in accordance with §40-
14A-43, if the association is a nonprofit entity. 
   
 (d)  For-profit entities are not pres umed to be hom eowners associations for 
purposes  of the Alabama business privileg e tax exemption provided for in §40-14A-43, 
Code of Alabama 1975.  
 
 
Authors:   Voncile Catledge and Ed Cutter  
Authority:  §§ 40-2A-7(a)(5), 40-14A-22 and 40-14A-43, Code of Alabama 1975  
History: New rule:  Filed August 20, 2009, effective September 24, 2009. 
      
 
 



810-2-8-.09   Business Privilege Tax Filing Requirements for Disregarded Entities and 
Owners of Disregarded Entities.   

(1)   Scope.  This regulat ion provides guidance concerning the Alabama 
business privilege tax filing requirements for certain disregarded entities and the owners 
of the disregarded entities. 

(2)   Net Worth Computation of Disregarded Entities.  Section 40-14A-23, Code 
of Alabama, 1975, establishes the net worth computation for business entities subject to 
the Alabama business privilege tax.  In accordance with the sect ion, the net worth 
computations of a disregar ded entity differ based upon w hether the owner of the 
disregarded entity is subject to the Alabam a business privilege tax.  See Section 40-
14A-1, Code of Alabama, 1975, for a definition of “disregarded entity.”   

(a)   Disregarded Entity Net Worth Computation if the Owner of the 
Disregarded Entity is Subject to the Alabam a Business Privilege Tax.  The net worth of 
the disregarded entity shall be ze ro, and the items that would enter into determining the 
net worth of the disregarded entity shall be used in computing t he net w orth of the 
owner of the disregarded 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 di sclose the owner’s name and Federal 
Employer Identification Number (FEIN) as required by  the Alabama business privilege 
tax form. 

(b)   Disregarded Entity Net Worth Computation if the Owner of the 
Disregarded Entity Is  Not Subject to the Alabama Business Priv ilege Tax.  The net 
worth of the disregarded entity shall be equal to the amoun t of the disregarded entity’s  
assets less its liabilities.   

1.  Since, the owner of t he disregarded entity is not subject to the Alabama 
business privilege tax, the owner would no t be required to file an Alabama busines s 
privilege tax return. 

2.   Disregarded entity ow ners that are not subject to the Alabama business  
privilege tax inc lude, but are not limited to: resident individual taxpayers; nonresiden t 
individual taxpayers; general partnerships; and, foreign bus iness 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.  

3.   The disregarded entity must di sclose the owner’s name and FEIN as  
required by the Alabama business privilege tax form.  A stat ement must be attached t o 



the business privilege tax return explaining why the owner is not subject to the Alabama 
business privilege tax. 

Authors:   Brenda J. Russ and Cathy McCary 
Authority:   Sections 40-2A-7(a)(5), 40-14A-22, and 40-14A-23, Code of Alabama 

1975 
History: New rule:  Filed February 23, 2011, effective March 30, 2011. 



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

(1)   Scope.  T his regulation provid es guidance concerning the gene ral filing 
requirements for taxpayers subject to the Alabama business privilege tax. 

(a)   Section 40-14A-22, Code of Alabama, 1975, levi es the annual Alabam a 
business privilege tax on every corporation, limited liability entity, and disregarded entity 
doing business in Alabama, or organized, incorporated, qualified or registered under the 
laws of Alabama.   

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

2.   “Business entity” when used in t his regulation means corporations, limited 
liability entities, and disregarde d entities, as defined  in Sectio n 40-14A-1, Code o f 
Alabama, 1975.   

3.   “Qualified or registered” refers to the registration of a foreign business  
entity with the Alabama Secret ary of State’s Office to do business in the state of 
Alabama, in accordance with the requirements of Title 10, Code of Alabama, 1975. 

4.   “Doing business in Alabama” is  not defined in the Alabama Busines s 
Privilege Tax Act of 1999. 

(2)   Foreign Business Entities.  All foreign business entities which hav e 
qualified or registered with t he Alabama Secretary of  State’s Office are subject to the 
Alabama business privilege tax filing requirements.  

(a)  A foreign business entity is subject to the filing requirement until the earlier 
of the date the entity ceases to  be in legal exist ence, or, the date the entity  cancels or 
withdraws its registration with the Alabama Secretary of State’s Office.   

(b)  A foreign business entity is subject to the filing requirement for a business 
privilege taxable year regardless of the leve l of business activity conducted in the State 
of Alabama during the related determination period, even if the entity was dormant 
during the related determination period.  See Section 40-14A-1, Code of Alabam a, 
1975, for a definition of the terms “taxable year” and “determination period.”   

(3)   Business Entities Cr eated in the State of Alabama. All busines s entities 
created in the state of Al abama have an Alabama business privilege tax filing 
requirement for a business priv ilege taxable year so long as  the entity is in lega l 
existence, regardless of the level of business activity conducted in the State of Alabama 
during the related determination period. See Section 40-14A-1, Code of Alabama, 1975, 
for a definition of the terms “taxable year” and “determination period.”   



(4)   Guidance for Determining if a F oreign Business Entity  is Doing Busines s 
in Alabama for Purposes of the Alabama Business Privilege Tax Law. 

(a)   General Rule. A foreign bus iness entity owning property located in 
Alabama is considered doing business in the state of Alabama, and is considered to be 
subject to the Alabama business privilege tax.  

1.   While it is possible for the mere passive ownership of Alabama property to 
not rise to the level of doing business in Alabama, most  instances of Alabama property 
ownership by a foreign bus iness entity will be considered doing business and will 
subject the business entity to the Alabama business privilege tax.   

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

i.  The property owned is considered to be an item of inv entory in the hands 
of the business entity or in the hands of a related business entity.   

ii.  The property is being held with a profit motive. 

iii.  The property owned is real estate lo cated in Alabama and the re al estate 
is being leased.   

iv.  The property owned is personal property and the personal pr operty is 
being leased. 

(b)   The facts and the circumstances of each case must be considered in 
order to determine if a foreign business entity is doing business in the state of Alabama.   
Facts to be considered inc lude but are no t limited to: the business purpose of the 
business entity in its state of origin; the business activities of the business entity in other 
states; the activities performed in the stat e of Alabama; the proper ty owned in the state 
of Alabama; and, whether a profit motive exists for the ownership of property in the state 
of Alabama.   

(c)   In addition to the general rule  described in subparagraph (a), a foreign 
business entity is considered to be doing bu siness in the state of Alabama for business  
privilege tax purposes, if in the state of Alabama the foreign 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 the regulatory authority of 
the Alabama Insurance Commissioner, as s pecified in Section 27-2-27, Code of  
Alabama, 1975; or, 

5.   conducts the business of a financial institution, as defined in Section 40-
16-1, Code of Alabama, 1975.      

(d)  Having an Ownership Interest in  a Business Entity Conducting a T rade or 
Business in the State of Alabam a.  If a bus iness entity is doing business in t he state of 
Alabama, and the owner of  the business entity is a forei gn business entity that has no 
other contact with the state of  Alabama other than its passive ownership int erest in the 
business entity, then, generally, the owner of the business entity is not considered doing 
business in the state of Al abama and is not considered to  have a business privilege tax 
filing requirement.   

1.  However, if the foreign busi ness entity described as  the owner in 
subparagraph (d) routinely  manages the day-to-day operati ons of the business entity  
that is doing busines s in t he state of Alabama, then t he owner, the foreign business  
entity, can be deemed as doing business in the state of Alabama and would have a 
business privilege tax filing requirement.     

(5)   The Alabama business privilege tax filing requirements are independent of 
the Alabama income tax fili ng requirements stated in Chap ter 18, Title 40, Code of 
Alabama, 1975.   

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

(b)   The Alabama income tax levy found in Section 40-18-2, Code of Alabama, 
1975, is based upon the foreign business entity  “doing business in Alabama or deriving 
income from sources within Alabama, including inc ome from property located in 
Alabama” or “receiving income from pro perty owned or business transacted in 
Alabama.” 

(c)   A foreign business  entity can have an Alabama income tax filing 
requirement, but not have an Alabama business privilege tax filing requirement for the 
same tax period.  An example of this mi ght be a foreign bus iness entity that derives 
income from its ownership interest in a business entity conducting a trade or business in 
the state of Alabama, but which has no other contacts with the state of Alabama.  



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

1.  Protected Activities Under Pub lic Law 86-272. Alabama Department of  
Revenue Regulation Number  810-27-1-4-.19, Public Law  86-272 Exemption from 
Income Tax, provides  an exem ption from Alabama income tax for foreign business  
entities that perform only certai n protected activities  in t he state of Alabama.  The 
protected activities are spec ified in the regulation,  but those activities  could be 
construed as doing business in the state of Alabama for Alabama business privilege tax 
purposes.  

2.   Financial Institutions.  A foreign business entity that meets the definition of 
“financial institution” stated in Section 40-16-1, Code of Alabama, 1975, is subject to the 
Alabama financial institutions excise tax, but is exempt from the Alabama income tax.  A 
foreign business entity doing business in the state of Alabama as a financial institution 
is subject to the Alabama business privilege tax filing requirement.  

3.   Foreign Business Entities Subj ect to the Alabama Insurance Premiums 
Tax.  A foreign business entity that is an insurance company upon which the statutes of 
Alabama imposes a tax upon its  premium income is exempt from the Alabama income 
tax, in accordance with Section 27-4A-6, Code of Alabama, 1975.  A foreign busines s 
entity doing business  in Alab ama as an insurance company  subject to the Alabama 
insurance premiums tax is  subject to the Alabama business privilege tax filin g 
requirement.  
 
Authors:   Brenda J. Russ and Cathy McCary 
Authority:  Sections 40-2A-7(a)(5) and 40-14A-22, Code of Alabama 1975 
History: New rule:  Filed February 23, 2011, effective March 30, 2011. 



810-2-8-.11   Issuance of a Certificate of Good Standing for the Alabama Business 

Privilege Tax.   (REPEALED) 
  

  

   

Authors:    Neal Hearn, Brenda J. Russ and Cathy McCary  

Authority:    Sections 40-2A-7(a)(5) and 40-2A-10, Code of Alabama 1975 

History:  New rule:  Filed May 25, 2011, effective June 29, 2011.  

    Repealed:  Filed December 9, 2015, effective January 13, 2016. 

  



810-2-8-.12   Requirements for the Alabama Electronic Business Privilege Tax Return.  

 (1) A complete Alabama electronic business privilege tax return will consist of 
data and supporting binary documents (such as .pdf documents) transmitted 
electronically.  A complete Alabama electronic return must contain the same  
information as a comparable paper Alabama business privilege tax return. 

 (2) Corporations that electronically file their Alabama business privilege tax 
return must also pay their tax liability electronically.      

 (3) The transmission date of an Alabama business privilege tax return will be 
used to determine timely filing of an electronic return in the same manner that the 
postmarked date is used to determine timely filing of a paper Alabama business 
privilege tax return.  An electronic return will be considered timely if the accepted 
transmission date is by the due date or within the automatic six month extension period 
of Rule 810-2-8-.06.  No electronic extension request in this circumstance is necessary.   

 (4) This rule applies to and allows business privilege tax returns to be 
electronically filed through the Alabama Department of Revenue's Internet-based 
electronic filing program or the Alabama Business Modernized e-filing Program (MeF) or 
their successors and as they may exist from time to time.  Rules 810-2-8-.13 through 
810-2-8-.15 apply to returns that are transmitted through the Alabama Business 
Modernized e-filing Program (MeF). 

Authors:    Melissa Gillis and Veronica Jennings 
Authority:  Sections 40-2A-7(a)(5) and 40-30-5, Code of Alabama 1975 
History:     New rule:  Filed April 9, 2013, effective May 14, 2013. 

 

 



 

810-2-8-.13  Requirements for the Business Privilege Tax Declaration for Electronic 
Filing.   

 (1) SCOPE - This regulation defines the information required for the business 
privilege tax declaration for electronic filing through the Alabama Business Modernized 
e-filing Program (MeF). 

 (2) Definitions. 

 (a) Electronic Return Originator (ERO), is defined as a firm, organization or 
individual that deals directly with the taxpayer, prepares tax returns for electronic filing 
or collects prepared tax returns to electronically file the returns.  Because the electronic 
filing process is a joint program between the IRS and the Alabama Department of 
Revenue, an ERO must be approved by the Internal Revenue Service to qualify for this 
program. 

 (b) Electronic Return Preparer is defined as a firm, organization, or person 
that prepares tax returns including filing declarations, for taxpayers who intend to have 
their returns electronically prepared. 

 (c) AL8453-B, is defined as a document used to satisfy signature 
requirements for electronically filed business privilege tax returns submitted to the State 
of Alabama by an Electronic Return Originator (ERO). 

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

 (3) The Business Privilege Tax Declaration for Electronic Filing requires the 
following information: 

 (a)  The Business Entity/Company name.  

           (b)  The Business Entity/Company Federal Employer Identification Number. 

           (c)  The Business Entity/Company Business Privilege Account Number. 

           (d)  The Business Entity/Company address. 

           (e)  The net annual report fee due reported by the electronic return. 

           (f)  The total Business Privilege Tax Due reported by the electronic return. 

           (g)  The amount of refund reported by the electronic return. 

           (h)  The amount due reported by the electronic return. 



 

           (i)  The amount of payment remitted electronically. 

            (j)  The signature of an officer/partner of the Business Entity/Company, their 
title and date of the signature. 

            (k)  The signature of the electronic return originator and date of the signature. 

            (l)  An indication whether the electronic return originator is self-employed. 

            (m)  The firm name of the electronic return originator. 

            (n)  The address, including the zip code, of the electronic return originator.  

            (o)  The federal employer identification number of the electronic return 
originator. 

            (p)  If the paid preparer is different from the electronic return originator, the 
following information is required: 

                 1.  The signature of the paid preparer and date of the signature. 

                 2.  An indication whether the paid preparer is self-employed.  

                 3.  The firm name of the paid preparer. 

                 4. The address, including the zip code, of the paid preparer. 

 (2)  The signatures of the officer/partner, the electronic return originator, and 
the paid preparer (if the paid preparer is different from the electronic return originator) 
must be affixed to the Alabama Form AL8453-B – Business Privilege Tax Declaration 
for Electronic Filing before the return is electronically transmitted. 

 (a)  Members of the firm or designated employees may sign for the electronic 
return originator.  

 (b)  If the taxpayer is unable to obtain the paid preparer’s signature on the 
Alabama Form AL8453-B, in lieu of the paid preparer’s signature the electronic return 
originator may attach to the Alabama Form AL8453-B a copy of the appropriate pages 
of the paper return with the paid preparer’s signature.  

 (c)  Electronic return originators and electronic return preparers are prohibited 
from allowing taxpayers to sign blank Alabama Forms AL8453-B.                

 (3)  The completed and signed Alabama Form AL8453-B will serve as the 
filing declaration for the electronic Business Privilege Tax Return. 



 

 (4)  The completed and signed Alabama Form AL8453-B must be retained by 
the electronic return originator for a period of three years from the due date of the return 
or three years from the date the return was filed, whichever is later. The electronic 
return originator will provide the Department with the original Alabama Form AL8453-B 
within five business days of receiving a written request for the documents from the 
Department.        

Authors:    Melissa Gillis  
Authority:  Sections 40-2A-7(a)(5) and 40-30-5, Code of Alabama 1975 
History:     New rule:  Filed April 9, 2013, effective May 14, 2013. 

 

 



 

810-2-8-.14  Requirements for Electronic Filing Software.    

 (1) SCOPE - This regulation explains the requirements for software vendors 
to obtain approval to provide software that allows business privilege tax returns to be 
electronically filed through the Alabama Business Modernized E-File program. 

 (2) Definitions. 

 (a) XML Schema - A single file or collection of files that describe the structure 
of an XML instance document along with rules for data content and semantics such as 
what fields an element can contain, which sub elements it can contain and how many 
items can be present.  It can also describe the type and values that can be placed into 
each element or attribute. 

 (b) XML instance document - The actual return data defined by the XML 
Schema.  This document is validated against the XML schema to ensure the contents 
and structures are correct. 

 (c) Business Rules - A document that defines the criteria that needs to be met 
for a return to be accepted. 

 (d) Software Developer - A firm, organization or individual that develops 
software for formatting electronic tax return information according to Alabama schemas, 
business rules and specifications and/or transmits electronic returns directly to the 
Internal Revenue Service (IRS). 

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

 (f) Alabama Business Modernized e-file Program (MeF) - A joint program 
with the Internal Revenue Service (IRS) that uses a web based system to allow 
electronic filing of corporate, partnership and business privilege tax returns through 
approved electronic filing software.  All electronic filing software must meet the 
requirements of this regulation as well as any other legal requirements. 

         (3) XML Schemas (record layouts), specifications and business rules for a 
complete Alabama electronic business privilege tax return are issued annually by the 
Department in the Alabama Business Modernized E-file Program: Software Developers 
and Transmitters Guidelines and Schemas (Publication AL4164).            

         (4)   Software developers are required to obtain prior approval from the 
Department by submitting for testing sample Alabama electronic business privilege tax 
returns prepared by and transmitted by their software products. 



 

        (5)  Alabama electronic business privilege tax returns received by the 
Department which are prepared by software which has not completed the Department’s 
software developer testing and which has not been approved by the Department will be 
rejected by the Department. Paper Alabama business privilege tax returns must then be 
submitted by the taxpayers.     

Author:      Melissa Gillis and Veronica Jennings 
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810-2-8-.15   Acceptance into the Alabama Electronic Filing Program, Monitoring, and 
Revocation of Acceptance into the Program.   

  (1)     Electronic return originators and transmitters accepted by and in 
good standing with the Federal Electronic Filing Program are automatically 
accepted into the Alabama Electronic Filing Program. 
 
         (2)     Electronic return originators and transmitters accepted into the 
Alabama Electronic Filing Program serve as agents of the Alabama Department 
of Revenue, and must comply with the requirements of the program as stated in 
the Alabama Business Modernized E-file Program: Software Developers and 
Transmitters Guidelines and Schemas (Publication AL4164).  
 
         (3)    The Alabama Department of Revenue will conduct random 
monitoring visits with Electronic Return Originators and Transmitters to verify that 
the requirements of the Alabama Electronic Filing Program are being met.          
 
         (4)    The Alabama Department of Revenue reserves the right to revoke 
the acceptance of an electronic return originator or transmitter for cause. Failure 
to comply with the guidelines set forth in the Alabama Business Modernized E-
file Program: Software Developers and Transmitters Guidelines and Schemas 
(Publication AL4164) is considered just cause.  
 
 (5)  Any of the following can result in the revocation of an electronic 
return originator’s or transmitter’s acceptance into the program: 
 
 (a)  Conviction of a criminal offense under the revenue laws of any 
state or of any offense involving dishonesty, or breach of trust. 
 
            (b)   Failure to file timely and accurate tax returns, both personal and 
business. 
 
            (c)      Failure to pay personal tax liabilities or business tax liabilities. 
 
           (d)     Failure or refusal to effect corrective action as required by the 
Alabama Department of Revenue.  
 
           (e)     Other facts or conduct of a disreputable nature that would reflect 
adversely on the Alabama Electronic Filing Program. 
 
            (f)      Unethical practices in return preparation. 
             
 (g)     Suspension by IRS. 
 



Author:      Melissa Gillis and Veronica Jennings 
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810-2-8-.16   Alabama Requirements for Mandatory E-File of Business Privilege Tax Returns. 

(1) Scope – This rule explains the electronic filing mandate requirements for 
Business Privilege Tax returns prepared by Financial Institution Groups. 

(2)  Definitions. 

(a) “Original Business Privilege Tax Return” is any return that is required, to be filed         
with respect to the tax imposed as defined by Section 40-14A-22, Code of Alabama 1975.   

(b)  “Acceptable Business Privilege Tax return” means, for the purposes of the   
mandatory Business Privilege Tax filing program, any original Business Privilege Tax return that 
is authorized by the Department to be filed solely using electronic technology as defined in 
Section 40-30-3(2), Code of Alabama 1975 and Rule 810-2-8-.12(4). 

(c)  “Financial Institution Group” as defined in Section 40-14A-22(f), Code of 
Alabama  1975. 

(d)  “Financial Institution” as defined in Section 40-16-1, Code of Alabama 1975. 

(e)  “Fiscal Year”.  The annual period used by a taxpayer to determine its federal 
income tax, financial institution excise tax, or report its financial results. 

(f)  “Taxable Year” is the fiscal year used by the taxpayer to file returns required 
under the income tax levied by Chapter 18 or the financial institution excise tax levied by 
Chapter 16, or, in the case of an insurance company subject to the premium tax levied by 
Chapter 4A of Title 27, the calendar year. 

(g)  “Determination Period” is the taxpayer's taxable year that precedes the taxpayer's  
current taxable year. 

(3)  Financial Institution Group Mandate. 

(a) For determination periods beginning on and after January 1, 2015, Financial  
Institution groups are mandated to electronically file all Alabama original business privilege tax 
returns for that calendar year and all subsequent tax years. 

 (b)  Paragraph (3)(a) of this rule may not be interpreted to require electronic filing of  
acceptable Business Privilege Tax returns that are required to be filed before January 1, 2016. 

Author: Michaelyn Adams, Veronica Jennings 
Authority: Sections 40-2A-7(a)(5), 40-14A-25(b), 40-14A-22, 40-16-1 and 40-
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