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Alabama Financial Institution Excise Tax law, rules, forms and instructions are available
on the Alabama Department of Revenue’s website at www.revenue.alabama.gov.

What’s New for 2019

Financial Institution Excise Tax Reform Act of 2019. Act 2019-284 provides for
an estimated payment system; an alternate distribution formula to payment the coun-
ties and municipalities on a quarterly basis as opposed to a yearly basis.

Taxpayers granted the authority to use the ACH Credit payment method are re-
sponsible for coordinating with their financial institutions to ensure that ACH Credit
estimate payments are timely and properly initiated. To be considered timely paid pur-
suant to Section 41-1-20, Code of Alabama 1975, effective October 1, 2008, the pay-
ment must be immediately available to the State on or before the first banking day
following the due date of payment.

ACH Debit payment made using My Alabama Taxes (MAT) must have a Sign On
ID and Access Code to login to the Alabama Department of Revenue (ADOR) Pa-
perless Filing & Payment System.

Visit our Web site at www.revenue. alabama.gov for additional information.

Schedule A - Distribution Schedule that reported in detail the percentage of tax-
payers’ total business in the state conducted in each municipality and county is no
longer required for Forms ET-1, ET-1C and ET-8.

Claiming a Business Credit. Beginning with 2019, some business credits are re-
quired to be submitted through My Alabama Taxes (MAT) at www.myalaba-
mataxes.alabama.gov. For these credits, log in to the taxpayer’'s MAT account, click
on the link for the Financial Institution Excise (FIE) Tax account, under the “l Want To”
section select “Submit a Credit Claim.” Choose the credit being claimed from the drop-
down menu, complete the submission with the taxpayer’s information, and attach the
supporting documentation or certificate. If you do not have a MAT account or the MAT
Online Registration Card with the account information needed to set up a MAT ac-
count, please contact the Business Income Tax Section at 334-242-1200 to request
this information.

Schedule EC, Alabama Department of Revenue Business Credits. The Alabama
Department of Revenue requires the use of Schedule EC, Business Credits, when
claiming business tax credits. The schedule allows taxpayers to compute the total
amount of tax credits allowable. Credits must be used/applied in the order in which
they appear on the Schedule BC. Separate tables appear on Schedule EC to capture
current year carryforwards and prior year credit carryforwards. Schedule EC calculates
the total amount of credits available to offset the current year total tax liability allo-
cated to the General Fund. This schedule must be submitted with the return to re-
ceive credit(s). See Schedule EC instructions for additional information.

Schedule EC submitted to compute the total amount of tax credits is no longer re-
quired when filing Form ET-8.

Factor Presence Nexus Standard Thresholds Updated. For tax years begin-
ning January 1, 2019, factor presence thresholds are adjusted as follows:

+ $54,000 of property

+ $54,000 of payroll

+  $538,000 of sales

«  Or 25% of total property, total payroll or total sales.

Alabama Act 2015-505 established a factor presence standard for business activity
in the state to determine nexus for business income tax, business privilege tax and fi-
nancial institution excise tax. While this legislation initially provided threshold amounts
of $50,000 of property, $50,000 of payroll and $500,000 of sales, it stipulated that
such threshold amounts should be adjusted periodically consistent with the Consumer
Price Index.

General Information for Financial Institutions
Filing a Consolidated Return

Alabama Form ET-1C must be filed by taxpayers meeting the definition of finan-
cial institutions (as defined in Section 40-16-1, Code of Alabama 1975) that have prop-

erly elected to file a consolidated financial institutions excise tax return.

Form ET-1C is an annual return due on April 15th of each excise tax year. The fi-
nancial institution excise tax is payable on or before April 15th of the excise tax year.
The Alabama taxable income, computed and reported on the form, is for the last tax-
able year of the financial institution ended prior to April 1 of the excise tax year.

EXAMPLE: The 2020 Alabama Form ET-1C is due on April 15, 2020. If April 15
falls on a Saturday, Sunday, or state holiday, the return and payment will be due the
following business day. Payment of the tax liability shown on the 2020 Form ET-1C
allows the taxpayer to engage in the business of being a financial institution in the
State of Alabama for the 2020 calendar year. If the taxpayer is a calendar year tax-
payer, the Alabama taxable income computed and shown due on the 2020 Form ET-
1C is based on the operations of the 2019 calendar year.

In order for the qualified corporate group to be able to file a consolidated return,
the financial institution members must meet the definition of a financial institution found
in Section 40-16-1 of the Code of Alabama 1975. The members must also meet the
ownership requirement and filing requirement specified in Section 40-16-3, Code of
Alabama 1975.

Annual Consolidated Filing Election and Fee

In order for a financial institution excise group to file a consolidated financial in-
stitution excise return, the parent of the group must meet the ownership and filing re-
quirements, specified in Section 40-16-3, Code of Alabama and timely file a
consolidated election. Financial institutions that file federal Form 1120S (U.S. Income
Tax Return for an S Corporation) are not required to file Alabama Form ET-1C nor
are they required to make a consolidated election for Alabama purposes. Alabama
treats an S Corporation and its qualified subchapter S subsidiaries as one entity. Form
ET-1 should be filed instead of Form ET-1C. The parent of the group must remit a
$6000 consolidated filing fee by April 15 of the excise tax year. This required fee must
be remitted electronically. Please visit our website at www.revenue alabama.gov and
select E Services.

Extension to file Alabama Form ET-1C

Alabama Form ET-8, Application for Extension of Time for Filing Alabama Finan-
cial Institution Excise Return, may be used to request an extension for either 3 months
or 6 months. If requesting a three (3) month extension, 50% of the estimated tax due
must be remitted with the extension request on or before April 15th. The balance plus
interest must be remitted with the return when filed on or before July 15th. If request-
ing a six (6) month extension, the entire estimated tax due must be remitted with the
extension request by April 15th. The return will be due on or before October 15th.
Taxpayers who request extension of time to file Alabama Form ET-1C are re-
quired to remit Alabama ET-8 electronically and any payments of $750 or more
electronically.

NOTE: The Alabama parent should remit Form ET-8 on behalf of all of the compa-
nies included in the consolidated election.

Estimate/Extension/Information Requirements

Estimated Tax Payment. A financial institution that has an Alabama income tax
liability in excess of $500 must pay estimated tax. The first payment is due by the
15th day of the 4th month of the taxable year. The 2nd, 3rd, and 4th payments are due
by the 15th day of the 6th, 9th, and 12 months, respectively.

The amount of required installments shall be 25 percent of the required annual
payment. Required annual payment generally means the lesser of a) 100 percent of
the tax shown on the return of the corporation for the taxable year, or b) 100 percent
of the tax shown on the return of the corporation for the preceding taxable year. The
prior period exception shall not apply if the preceding taxable year was not a taxable
year of 12 months or the financial institution did not file a return for such preceding tax-



able year showing a liability for tax.

Estimated tax payments not paid by each quarterly due date will be subject to
in-terest on the underpayment — determined by applying the underpayment rate
estab-lished by 26 U.S.C. §6621 (as provided by Alabama Code Section 40-18-80.1)
to the underpayment for the period of underpayment. In addition, the 10% penalty
provided for in Alabama Code Section 40-2A-11 applies to estimated tax payments not
paid by the quarterly due date.

Remit estimated tax and extension payments using Form FIE-V if the pay-
ment is less than $750. Payments over $750 must be remitted electron-ically.
Form FIE-V is not required if the payment is made electronically. To obtain Form
FIE-V visit our website at www.revenue.alabama.gov.

Payment of Tax

The total amount of the excise tax liability for the period is due on or before the un-
extended due date of the return. If the return is to be filed under extension, any liabil-
ity due should be remitted no later than the original due date of the return.

Section 41-1-20 requires electronic payments for all single business tax payments
of $750 or more. Substantial penalties will be assessed for noncompliance. Non-
electronic payments must be remitted with Form FIE-V. DO NOT MAIL FORM FIE-
V IF THE PAYMENT IS REMITTED ELECTRONICALLY.

Electronic Payment Options available:

My Alabama Taxes (MAT) — Taxpayers who have an account with the Alabama
Department of Revenue may register and make electronic payments using MAT. Visit
the Department’s website at www.revenue.alabama.gov (click the MAT icon on the
home page).

ACH Credit - Taxpayers making electronic payments via ACH Credit must be
pre-approved by ADOR. To register, complete and submit Form EFT: 001 entitled
EFT Authorization Agreement Form. Visit our website at www.revenue.alabama.gov
for additional information.

Technical assistance with making a payment using ACH Credit, call the toll
free hotline (1-877-256-2447) from 8:00 a.m. through 5:00 p.m. (Central Stan-
dard Time)

Make check or money order payable to: Alabama Department of Revenue

Preparation Instructions

Taxpayers filing consolidated financial institution excise tax returns will submit
completed proforma Forms ET-1 for each of the separate companies included in the
consolidated excise group. A proforma Form ET-1 is a completed Form ET-1 with fil-
ing status 4 checked. In addition to a proforma Form ET-1, the Alabama parent will
complete Form ET-1C. Form ET-1C was designed to summarize the separate com-
pany information from each of the proforma Form ET-1 returns for each of the mem-
bers of the consolidated excise group. All financial information for the group will be
summarized on the Form ET-1C. Tax due for the group will be computed on Form ET-
1C. Petitions for refund for the consolidated group will also be requested using the
Form ET-1C. Any tax payments for the consolidated group should be made by the Al-
abama parent and claimed on Form ET-1C.

NOTE: For line by line instructions for proforma Form ET-1, please see the instruc-
tions for Form ET-1. These instructions will only provide line by line instructions for the
Form ET-1C.

REQUIRED ATTACHMENTS. For the Consolidated Financial Institution Excise
Tax return to be considered complete, a complete signed copy of the applicable
federal income tax return must be attached. Failure to attach the complete fed-
eral return and supporting schedules may result in the imposition of delinquent
and/or frivolous return penalties. A complete federal return includes consolidated
income spreadsheets, consolidated balance sheets, consolidated Schedules M-1, M-
2, M-3, Schedule UTP, as well as supporting schedules for each of these items bro-
ken down by each separate company included in the consolidated federal group.

If the parent of the consolidated excise group incurs a current year loss, a com-
putation of the parent company loss allocation must be included as an attachment to
the consolidated excise tax return. The parent company loss allocation must be made
in accordance with Alabama Excise Tax Rule 810-9-1-.01(4)(j)2.

At the top, left-hand corner of page 1 check all applicable boxes if filing an initial
final, amended return or address change. NOTE: Amended return filings should pro-

vide a detailed explanation for filing amended return, supporting documentation to
validate amended changes, and computation of additional amount due or refund due.
Amended proforma Form ET-1 retums-filing status 4 must be included in order for the
amended Form ET-1C to be considered complete.

At the top, right-hand corner of page 1 check the appropriate box indicating a cal-
endar-year, fiscal-year, or short-year return. Fill in the blanks indicating the beginning
and ending dates of the tax period if the return is for a fiscal year or a short year.

In the top, center block of page 1 enter the taxpayer’s federal business code num-
ber, its federal employer identification number (FEIN), and its name and mailing ad-
dress (with complete zip code). Below the address enter the state of incorporation,
date of incorporation, the date the taxpayer qualified to do business in Alabama, and
the nature of business being conducted in Alabama.

If this corporation is included in a consolidated federal income tax return, check
the block, and enter the name and FEIN of the common parent corporation.

If a notification of final IRS change is attached to the return, check the box.

If the taxpayer is filing an Alabama Business Privilege Tax return, check the box
and enter the FEIN used on the Form CPT (business privilege tax return). If the tax-
payer does not file for business privilege tax purposes, do not check the box, leave
the FEIN field blank, and attach a statement to the return explaining why the taxpayer
does not file.

Filing Status. Form ET-1C will always be marked filing status 4, Alabama Con-
solidated Return. All members of the consolidated excise group should include com-
pleted Form ET-1 returns marked filing status 4, Proforma Return.

LINE 1. Alabama Taxable Income. Enter the sum from line 31 of each of the pro-
forma Form(s) ET-1 for each member of the consolidated excise group on line 1 of
Form ET-1C.

LINE 2. Financial Institution Excise Tax. Enter the amount of tax due for the
consolidated excise group by multiplying line 1 by 6.5%, as specified in Section 40-
16-4, Code of Alabama 1975.

LINE 3a. Credits (Schedule EC). Enter the sum from Schedule EC of the pro-
forma returns included in the consolidated excise group. Allowable tax credits cannot
reduce the excise tax liability below zero.

LINE 3b. Estimated payments. Enter the amount of estimated tax payments made
during the year.

LINE 3c. Extension Payments (ET-8). Enter the amount of any tax remitted as
an extension payment with Form ET-8.

LINE 3d. Composite Payment. Enter the amount of composite payments made
on this line. Make sure to include the Name and FEIN of the entity making the pay-
ment in the space provided. (Attach schedule of payments if multiple payments were
made).

LINE 3e. Payments prior to adjustment. This line is only to be used if a tax-
payer is filing an AMENDED RETURN. The amount shown should be any payments
made with the original return and/or any payments made because of adjustments to
the return by the Alabama Department of Revenue.

LINE 3f. Total Credits and Payments. Enter the total credits and payments
claimed on lines 3a through 3e.

Line 4a. Credit to 2020 estimated tax. Enter the amount of the overpayment to
be applied to next year’s estimated tax.

Line 4b. Penalty Due. Enter the sum of penalty boxes (late payment estimate
penalty and other penalty).

Late payment estimate. Estimated tax payments not paid by each quarterly due
date will be sub-ject to an underpayment penalty — determined by applying the un-
derpayment rate es-tablished by 26 U.S.C. §6621 (as provided by Alabama Code
Section 40-18-80.1) to the underpayment for the period of underpayment. In addition,
the 10% penalty pro-vided for in Alabama Code Section 40-2A-11 applies to esti-
mated tax payments not paid by the quarterly due date.

Other (Penalty on Tax). Enter the total amount of the penalty for failure to timely
file the return and the penalty for failure to timely pay the tax shown due on the return,
as specified in Section 40-2A-11, Code of Alabama 1975. The penalty for failure to
timely file an Alabama Financial Institution Excise Tax return by the due date is 10%
of the tax shown due with the return or $50, whichever is greater. The penalty for fail-
ure to timely pay the amount of tax shown due on an Alabama Form ET-1C is equal
to 1% of the amount of tax shown due on the return for each month the tax is unpaid
- not to exceed 25% of the amount shown due on the return.

Line 4c. Interest Due. Interest from April 15 to Date of Payment. Enter the



sum of interest boxes (estimate interest and interest on tax).

Estimate Interest. Estimated tax payments not paid by each quarterly due
date will be subject to interest on the underpayment — de-termined by applying the
underpayment rate established by 26 U.S.C. §6621 (as pro-vided by Alabama
Code Section 40-18-80.1) to the underpayment for the period of underpayment.

Interest on Tax. Enter the amount of interest due on the amount of any tax due
remitted after April 15. Compute the interest using IRS rates from April 15 of the
excise tax year until the date of payment. The Alabama interest rate is the same
as provided for in IRC Section 6621.

Line 4d. Total reductions. Enter the total reductions claimed on lines 4a
through 4c.

Line 5. Total amount due/(refund). Enter the amount of tax due or the
amount to be refunded. Refunds should be entered as a negative or in parenthe-
sis.

ELECTRONIC PAYMENT INDICATOR. Check the box if the payment shown
due on this return was made electronically. Payments of $750 or more must be
made electronically.

SIGNATURE. The Alabama Form ET-1C must be signed by an authorized of-
ficer of the corporation. Enter the date signed and the title of the person whose sig-
nature is affixed.

PAID PREPARER AUTHORIZATION. Above the return signature area is a
check box which will be used to authorize the Alabama Department of Revenue
to discuss the Alabama Form ET-1C and attachments with the paid preparer —
who is identified in the Paid Preparer’s Use Only Section of the return. To repre-
sent the taxpayer before the Alabama Department of Revenue for tax mat-
ters related to the return, this box must be checked.

PAID PREPARER INFORMATION. Anyone who is paid to prepare the Ala-
bama Form ET-1C must sign and provide the information requested in the Paid
Preparer’s Use Only Section of the Form ET-1C. The signature may be made by
hand, by rubber stamp, by mechanical device, or a computer software program.
Paid preparers must provide the taxpayer with a copy of the prepared return. Enter
the taxpayer’s representative to contact for information concerning the return along
with the contact person’s email address and telephone number. If the paid preparer

will represent the taxpayer for tax matters related to the return, the authorization
box on the return must be checked in addition to being notated in this section.

Mail Consolidated Returns and Payments to:

Alabama Department of Revenue
Individual and Corporate Tax Division
Financial Institution Excise Unit

P.O. Box 327437

Montgomery, AL 36132-7437
Telephone (334) 242-1200

Any questions concerning the preparation of the Alabama Form ET-1C should
be directed to the Financial Institution Excise Unit at (334) 242-1200.

Alabama Financial Institution Excise Tax law, rules, forms and instructions are
available on the Alabama Department of Revenue's website at
www.revenue.alabama.gov.

SCHEDULE AS - AFFILIATIONS SCHEDULE. Page 2 of Form ET-1C must
be completed for every member of the consolidated excise group. If the consoli-
dated group has more members than page 2 provides for, attach additional copies
of page 2, as needed. Column A should list the name of the common Alabama par-
ent, then the names of each of the subsidiaries included in the consolidated excise
group. The common parent of the financial institutions excise group does not nec-
essarily have to be the same group parent reported for federal income tax pur-
poses. Column B should list the federal employer identification number (FEIN) of
the company in column A. In column C, list the tax year end (MM/DD/YYYY) for
each company included in Schedule AS. In column D, indicate if the taxpayer filed
a separate company Alabama return for the previous tax year. If the taxpayer was
part of a consolidated group with the same parent, indicate by marking the NO box.
In column E, indicate if the company is new to the federal consolidated group, and
in column F, indicate if the company files a business privilege tax return.

For each corporation listed on Schedule AS, a proforma Form ET-1 should be
included as part of the consolidated filing for the consolidated excise group. In ad-
dition, the parent of the consolidated excise group must complete Form ET-1C.
Failure to provide this information will result in rejection of the consolidated re-
turn.




