September 12, 2001


Honorable G. Brian Patterson

Limestone County Revenue Commissioner

200 Washington Street West

Athens, Alabama 35611

Limited Liability Company -- Homestead Exemption 

The property in question, a farm, is now owned by a limited liability company, and as such, the residence, which is also owned by the limited liability company, is not being occupied by the owner and used exclusively as the owner’s single-family dwelling.  Therefore, the homestead exemption is no longer available.

Dear Mr. Patterson:

This opinion of the Attorney General is issued in response to your request.

QUESTION

We have a taxpayer who has changed the deed on his farm (which includes his residence) to a limited liability company name.  We would like to know if he is still eligible to receive his homestead exemption.

FACTS, ANALYSIS, AND CONCLUSION
A limited liability company is a business entity organized and existing pursuant to the “Alabama Limited Liability Company Act,” section 10-12-1, et seq., of the Code of Alabama.

Any estate in real property may be acquired in the name of a limited liability company, and title to any estate so acquired shall vest in the limited liability company itself rather than in the members individually.

All property originally contributed to a limited liability company or sub​sequently acquired by a limited liability company by purchase or otherwise is limited liability company property.  A member has no interest in specific limited liability company property.

In the scenario you presented, the property is a farm that has been trans​ferred by deed to a limited liability company.  The taxpayer seeking to claim a homestead exemption resides on the farm. 

A limited liability company is a business entity organized and existing pursuant to the “Alabama Limited Liability Company Act,” section 10-12-1, et seq., of the Code of Alabama.  Section 10-12-23 of the Code specifically pro​vides:

(a)
Property may be acquired, held, and con​veyed in the name of the limited liability company.  Any estate in real property may be acquired in the name of the limited liability company and title to any estate so acquired shall vest in the limited liability company itself rather than in the members individually.

(b)
All property originally contributed to the limited liability company or subsequently acquired by a limited liability company by purchase or otherwise is limited liability company property.  A member has no interest in specific limited liability company property.

ALA. CODE § 10-12-23 (1999).

Based on the definition of homestead, property used for this purpose should be classified as Class III property and taxed at the lowest rate for ad valo​rem tax of 10 percent.  Class III property consists of agricultural, forest, and residential property.  ALA. CODE § 40-8-1(a) (Supp. 2000). “Residential prop​erty” is defined as “real property used by the owner thereof exclusively as the owner’s single family dwelling.”  ALA. CODE § 40-8-1(b)(6) (Supp. 2000).  To satisfy the homestead exemption, the premises must be occupied in good faith as the owner’s home rather than as a source of income.  The right of homestead is conferred to protect the roof that shelters and the land actually used in connec​tion therewith for the comfort and sustenance of the family and cannot be con​verted into a shield of investment in land from which rents and profits are to be derived.  Mullins v. Baker, 69 So. 516 (1915).

The farm in the scenario you presented is now owned by the limited liabil​ity company, and as such, the residence, which is also owned by the limited liability company, is not being occupied by the owner and used exclusively as the owner’s single-family dwelling.  Therefore, the homestead exemption is no longer available.

I hope this opinion answers your question.  If this Office can be of further assistance, please contact Gwendolyn B. Garner, Legal Division, Department of Revenue.

Sincerely,

BILL PRYOR

Attorney General

By:

CAROL JEAN SMITH

Chief, Opinions Division
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