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FI NAL ORDER

A Prelimnary Oder was entered in this case on April 7, 1995
setting out the facts and issues in dispute. The facts set out iIn
the Prelimnary Order are adopted and nade a part of this Fina
O der.

As stated in the Prelimnary Oder, the issue is whether
certain indebtedness owed by the Taxpayer to a related corporation
shoul d be included as "capital" pursuant to Code of Ala. 1975, 840-
14-41(b). That issue turns on whether the indebtedness is "long-
term', and thus includable in capital under 840-14-41(b)(3), or
"short-terni, in which case it should not be included as capital.

The Departnent included the indebtedness as |ong-term because
it was entered on the Taxpayer's bal ance sheet under the heading
"Mortgages and Notes Payable - LT".

The Taxpayer's attorney offered an affidavit froman enpl oyee
of the Taxpayer's corporate grandparent explaining that the
i ndebt edness was an open account payable on demand, i.e. short-
term However, the Departnent properly objected to the affidavit
because the enployee was not present to be cross-exam ned. The

Taxpayer presented no other evidence rebutting its bal ance sheet



designation of the indebtedness as |ong-term

The above considered, the Departnment properly treated the
i ndebt edness as capital under 840-14-41(b)(3). The fina
assessnent is accordingly upheld, and judgnent is entered agai nst
Victoria Secret Stores, Inc. in the anmpunt of $6,171.60, plus
applicable interest.

This Final Order nay be appealed to circuit court within 30
days pursuant to Code of Ala. 1975, 840-2A-9(9Q).

Entered June 28, 1995.

Bl LL THOMPSON
Chi ef Adm nistrative Law Judge



