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In brief 

Enacted on August 11, 2015, and effective for tax years beginning after December 31, 2014, H.B. 49 

provides a factor presence nexus standard for the business privilege tax, income taxes, and the financial 

institution excise tax when, in any taxable year, a taxpayer’s in-state property exceeds $50,000; its in-

state payroll exceeds $50,000; its in-state sales exceeds $500,000; or twenty-five percent of its total 

property, payroll, and sales are attributed to Alabama. These amounts may be adjusted annually based 

on changes in the Consumer Price Index.   

 

The takeaway 

The bill as passed is a marked 
improvement over the original 
proposed version that would 
have required taxpayers to 
provide information regarding 
related persons engaged in a 
unitary business, as well as 
apply the factor presence rules 
to hypothetical, unitary 
combined groups.   

When evaluating the impact of 
the legislation on their future 
filing decisions, taxpayers 
should pay attention to two 
things.   

First, the sourcing rules for 
determining whether the bright 
line sales threshold is met may, 
depending upon the 
circumstances, be different than 
statutory apportionment rules 
since the factor presence statute 
provides its own definition of in-
state sales.   

Second, the legislation draws 
into question whether ‘doing 
business’ remains an 
independent requirement (by 
providing that "business entities 
organized outside of the state 
that are doing business in this 

state have substantial nexus" if 
they have factor presence). 

Let’s talk 

If you have any questions 
regarding Alabama’s factor 
presence nexus or its proposed 
unitary reporting, please 
contact: 

Kelly Smith 
Partner, Atlanta 
+1 (678) 419-2412 
kelly.w.smith@us.pwc.com 
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