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TRANSMITTAL SHEET FOR
NOTICE OF INTENDED ACTION
Caontrol __810 Department or Agency REVENUE

Rule Nos._ $10-3.24-.01

Rule Title;  Gross income of Corporations

___New, ____Amend; XX___Repeal Adopt by Refarence

Would the absence of the proposed rule
significantly harm or endanger the public
health, welfare, or safety? No

Is there a reasonable relationship between
the state's police power and the protection
of the public health, safety, or welfare? Yes

Is there another, less restrictive method
of ragulation available that could
adequately protect the public? No

Does the proposed rule have the effect

of directly or indirectly increasing the

costs of any goods or services involved

and, if 50, to what degres? No

Is the increase in cost, if any, more

harmful to the public than the harm that

might result from the absence of the

proposed rule? N/A

Are all facets of the rulemaking process

designed solely for the purpose of, and so

they have, as their primary effect, the

protection of the public? Yes
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Does the proposed rule have any economic
impatt? Mo

If the proposed rule has an economic impact, the proposed rule is required to Ee accompanied by a fiscal
note prepared in accordance with subsection {fy of Section 41-22-23, Code of Alabama 1975
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Cartification of Authorized Official

[ certify that the attached proposed rule has been proposed in full compliance with fhe requirements of
Chapter 22, Title 41, Code of Alabama 1975 and that it conforms to all applicable filing requirements of
the Administrative Procedure Division of the Legistative Reference Service.

Signature of certifying officer @ (e el
Date /: z »Qj §
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APA-B
10/96
ECONOMIC IMPACT STATEMENT
FOR APA RULE
{Section 41-22-23(f))

Control No.__ 810 Department or Agency REVENUE

Rule No:  810-3-34-.01

Rule Title:  (Gross Income of Corporations

New Amend A Repeal Adopt by Reference
{ ¥} This rule has no economic impact.
OYYES This rule has an economic impact, as explained below:
1. NEED/EXPECTED BENEFIT OF RULE:
2. COSTS/BENEFITS OF RULE AND WHY RULE 1S THE MOST EFFECTIVE,

EFFICIENT, AND FEASIBLE MEANS FOR ALLOCATING RESOQURCES
AND ACHIEVING THE STATED PURPOSE:

3. EFFECT OF THIS RULE ON COMPETITION:

4. EFFECT OF THIS RULE ON COST OF LIVING AND DOING BUSINESS IN
THE GEOGRAPHICAL AREA WHERE THE RULE IS TO BE
IMPLEMENTED:

5. EFFECT OF THIS RULE ON EMPLOYMENT IN THE GEQGRAPHICAL

AREA HERE THE RULE 1S TO BE IMPLEMENTED:

6. SOURCE OF REVENUE TO BE USED FOR IMPLEMENTING AND
ENFORCING THIS RULE:

7. THE SHORT-TERM/LONG-TERM ECONOMIC IMPACT OF THIS RULE ON
AFFECTED PERSONS, INCLUDING ANALYSIS OF PERBONS WHO WILL
BEAR THE COSTS AND THOSE WHO WILL BENEFIT FROM THE RULE:

8. UNCERTAINTIES ASSOCIATED WITH THE ESTIMATED BENEFITS AND
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10.

1.

BURDENS OF THE RULE, INCLUDING QUALITATIVE/QUANTITATIVE
BENEFITS AND BURDEN COMPARISON:

THE EFEECT OF THIS RULE ON THE ENVIRONMENT AND PUBLIC
HEALTH:

DETRIMENTAL EFFECT ON THE ENVIRONMENT AND PUBLIC HEALTH
IF THE RULE IS NOT IMPLEMENTED:

OTHER COMMENTS:




APA-2
11796
ALABAMA DEPARTMENT OF REVENUE
Individual and Corporate Tax Division

NOTICE OF INTENDED ACTION

RULENOG, & TTTLE

£10-3-35..01 Federal Income Tax Deduction

INTENDED ACTION: Repeal and New rule

SUBSTANCE OF PROPOSED ACTION: The department proposes to repeal the above rule
and replace it with a new rule to provide a simplification of the Federal Income Tax Deduction

(FIT) and to allow Alternative Minimum Tax (AMT) to be deducted as well based on a ALJ
ruling.

RULE NO, & TITLE

810-3-34-,01 Gross Income of Corporations

INTENDED ACTION:  Repeal rule

SUBSTANCE OF PROPOSED ACTION: The department proposes to repeal the above rule
due to it being obsolete.

TIME., PLACE, MANNER OF PRESENTING VIEWS: A public hearing will be held at
1:30 p.m. on Tharsday, April 7, 2016, Room 1203, First Floor, Gordon Persons Building,
located at 50 N Ripley Street, Montgomery, Alabama. Copies of the rule(s) can be obtained at
hitp://revenue.alabama,gov/analysis/upcoming-rule-hearings.cfin

All interested parties may present their views in writing to the Secretary of the Alabama
Department of Revenue, Room 4131, Gordon Persons Building, 50 N Ripley Street,
Montgomery, Alabama 36132 at any time following publication of the notice up until the

conclusion of the hearing. Interested parties may also appear at the hearing to present their
views,

FINAL DATE FOR COMMENT AND COMPLETION OF NOTICK:
Thursday, April 7, 2016

CONTACT PERSON AT AGENCY:
Timothy Sanders

Alabama Department of Revenue

4131 Gordon Persons Building
Montgomery, Alabama 36132




Michael D. Gamble, Secretary
Alabama Department of Revenue
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810-3-34-.01 Gross Income of Corporations. (REPEAL)

(1)  The gross income of a corporation which files or is required to file a
separate return and is subject to tax in this state and another state is computed
pursuant to §40-18-14, Code of Alabama 1975, and classified as either business
or nonbusiness income pursuant to §40-27-1. Rules pursuant to these sections
should be consulted in determining the gross income of a corporation. For a
discussion of corporations subject fo the tax, see Rule 810-3-2-.02.

(2) The gross income of a corporation subject to the tax imposed by
§40-18-31, and which has elected to file an Alabama consolidated income tax
return, is computed pursuant fo §40-18-14 and classified as either business or
nonbusiness income pursuant to §§40-27-1 and 40-18-39. Rules pursuant to
these sections should be consulied in determining the gross income of a
corporation.

(3)  The gross income of a corporation which files or is required to file a
separate return and is subject to tax only in this state is computed pursuant to
§40-18-14, For a discussion of corporations subject to the tax, see Rule 810-3-
2-.02.

(4) Mutual marine insurance companies shall include in gross income
the gross premiums collected less amounts paid for re-insurance.

(5) Gross income does include deemed dividends from a Domestic
International Sales Corporation (DISC) in the same mannier as required by LR.C.
§ 995, except for deemed dividends from an ‘interest charge DISC" after
December 31, 1984,

(a) For shareholders of a DISC prior to and including December 31,
1984, gross income of the shareholder for the tax year which includes December
31, 1984, also includes the amounts of income deferred into the DISC which
have not been previously taxed either as deemed dividends or as actual
distributions.

1. In the case of a foreign corporation, the amount to be included in
Alabama taxable income for the tax year which includes December 31, 1984, will
be the sum of the results of:

(i) the amount of income deferred into the DISC each year which was
not previously taxed -

(if) multiplied by the apportionment factor for each such year.

(6)  For tax years beginning before January 1, 1985, if a corporation
adopts a plan of complete liquidation, and within the 12-month period beginning
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on the date of the adoption of such plan, all of the assets of the corporation are
distributed in complete liquidation, less assets retained to meet claims, no gain or
loss shall be recognized to the corporation from the sale or exchange by it of
property within the twelve-month petiod. The taxable year must end after
January 1, 1976.

(@)  The 12-month period shall begin on the date of the adoption of the
plan and no extension of such period can be granted. The date of adoption of
the plan of liquidation is the date on which oceurs the first step in the plan, but
not later than the date of adoption of the resolution by the shareholders
authorizing the distribution of the corporate assets in redemption of all the stock
pursuant to which the corporation is liquidated. Unusual sales of property might
be a factor in determining the date of adoption of the plan.

(b)  All assets (less assets retained to meet claims), both tangible and
intangible, must be distributed within the 12-month period. If assets are held to
meet claims, they must be specifically set apart and must be reasonable in
amount.

(¢)  For the purposes of this regulation only the term “property” does
not include:

1. Inventories, or other property, held by the corporation primarily for
sale to customers in the ordinary course of its business. However, if this property
is sold to one person in one fransaction, the ptoperty and any installment
obligations acquired in the sale do meet the definition of "property.”

2. Instaliment obligations acquired in the sale of inventories or other
property.
3 Installment obligations acquired from the sale of property other than

described in subparagraphs 1. and 2. and acquired before the adoption of the
plan of liquidation,

(d) Provided the other conditions of this section are met, sales or
exchanges which occur on or after the date on which the plan of compiete
liquidation is adopted and within the 12-month period thereafter are subject to the

provisions of such section. The date on which a sale occurs depends primarily

upon the intent of the parties to be gathered from the terms of the contract and
the surrounding circumstances. In ascertaining whether a sale or exchange
occurs on or after the date on which the plan of complete liquidation is adopted,
the fact that negotiations for sale may have been commenced, either by the
corporation or its shareholders, or both, shall be disregarded. Ordinarily, a sale
has not occurred when a contract to sell has been entered info but title and
possession of the property have not been transferred and the obligation of the
seller to sell or the buyer to buy is conditional.
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() it is not necessary that only one distribution be made to each
stockholder, partial distributions may be made so long as they are made within
the twelve-month period and total the complete amount to be distributed.

(7}  For tax years beginning after December 31, 1984, gross income
does not include gains or losses which are not recognized under the provisions
of § 40-18-8.

Author: Verlon R. Frost
Authority:  §§ 40-2A-7(a)(5) and 40-18-57, Code of Alabama 1975.
History: Adopted September 30, 1982.
Amended: Filed October 26, 1988, effective December 2, 1088.
Amended: Filed February 1, 2000, effective March 7, 2000.




