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EQUB29-1

By Senators Jones, Allen, Butler, Melson, Stutts, Weaver,

Givhan, Williams, Sessions, Barfoot, Orr, Albritton, Gudger,

Bell

RFD: County and Municipal Government

First Read: 07-Mar-23
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SYNOPSIS: 

Under existing law, an occupational license tax

based on income may be levied by a municipality on

certain persons gainfully employed in the municipality.

This bill would enact the "Family Income

Protection Act."

This bill would incrementally reduce any

occupational license tax levied by a municipality

greater than one percent based on an annual reduction

in the percent of the tax until the tax would be one

percent.

This bill would provide that any occupational

license tax levied by any municipality would not apply

to any person performing an occupation in the police

jurisdiction of the municipality or on any property

annexed into the municipality after January 1, 2023.

This bill would provide a referendum under

certain conditions in any county in which two or more

municipalities levied an occupational license tax

greater than one percent on January 1, 2023.

This bill would prohibit any municipality from

levying a new occupational license tax or increasing

any existing occupational license tax.

This bill would provide certain exceptions from

occupational license taxes for certain temporary
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workers and for severance pay.

This bill would also specify that the power of a

municipality to license an exhibition, trade, business

vocation, occupation, or profession only applies to

activity engaged in or carried on in the municipality;

would further provide for refund procedures for any

remittances based on activities of licensees outside of

the jurisdiction of a municipality; and would further

provide for remittance procedures by employers.

A BILL

TO BE ENTITLED

AN ACT

Relating to municipal occupational license taxes; to

add Section 11-51-91.1 to the Code of Alabama 1975, to reduce

any municipal occupational license tax greater than one

percent based on an annual reduction in the tax until the tax

would be one percent; to provide that any occupational license

tax levied by any municipality would not apply to any person

performing an occupation in the police jurisdiction of the

municipality or on any property annexed into the municipality

after January 1, 2023; to provide for a referendum under

certain conditions in certain counties in which two or more

municipalities levied an occupational tax greater than one

percent on January 1, 2023; to prohibit a municipality from

levying a new occupational license tax or increasing the rate

of any existing municipal occupational license tax; to provide
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for certain exceptions from any occupational taxes for certain

temporary workers and for severance pay; to specify the power

of a municipality pursuant to Section 11-51-90 of the Code of

Alabama 1975, to license an exhibition, trade, business,

vocation, occupation, or profession only within the corporate

limits and jurisdiction of the municipality, to further

provide for refunds and collections of the license fees and

taxes, and to provide that these provisions are retroactive

and declaratory of existing law.

BE IT ENACTED BY THE LEGISLATURE OF ALABAMA:

Section 1. Section 11-51-91.1 is added to the Code of

Alabama 1975, to read as follows:

§11-51-91.1

(a) This section shall be known and may be cited as the

"Family Income Protection Act."

(b)(1) Effective October 1, following the effective

date of this section, the rate of any occupational license tax

on the income of a natural person levied by a municipality in

this state and imposed on a natural person derived from the

conduct of a vocation, occupation, calling, or profession

shall be incrementally reduced as follows: The maximum tax

rate in any municipality shall be capped at the tax rate in

effect on January 1, 2023, except as further provided in this

subsection. In any municipality where the maximum tax rate of

the levy on January 1, 2023, is greater than one percent, the

maximum tax rate of the levy shall be reduced to a maximum

rate of one percent by subtracting not less than two-tenths of

one percent from the maximum tax rate of the levy on October 1
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following the effective date of this act and each October 1

thereafter until the occupational tax is reduced to one

percent. For example, if the rate of the levy of the

occupational tax is two percent, for the first year, the

maximum tax rate of the levy applicable in the municipality

would be reduced to 1.8 percent; for the second year, the

maximum rate of the levy applicable in the municipality would

be reduced to 1.6 percent; and continuing for each year

thereafter until the maximum rate of the levy applicable in

the municipality would be one percent.

(2) Any municipality that has voluntarily reduced the

rate of occupational license tax in the municipality by

two-tenths of one percent or more prior to October 1 of any

year shall not be required to make a further reduction in its

rate of levy for that year.

(3) In any county in which two or more municipalities

levied an occupational license tax above one percent on

January 1, 2023, a county-wide referendum shall be held at the

first primary election in 2028 in the county on the continued

levy of the occupational license tax by any municipalities in

the county after the rate of the levy in the municipalities is

reduced to one percent. The question on the ballot shall be as

follows: "Shall municipalities be allowed to continue

collecting occupational license taxes in Etowah County? ___Yes

___No." The judge of probate of the county shall prepare the

ballot question on the ballot and tabulate the results. If a

majority of the votes are "Yes" and in favor of the continued

authorization for the levy of an occupational license tax by
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the municipalities, the municipalities may continue to levy

the tax up to the rate of one percent. If a majority of the

votes are "No" and against the continued authorization for the

levy of the tax, the continued authorization for the levy of

the occupational license tax shall be phased out by an

additional two-tenths of one percent each October 1 thereafter

until the municipalities in the county shall no longer be

authorized to levy an occupational license tax in the

municipalities. 

(c) Any occupational license tax levied on the income

of a natural person by a municipality shall not apply to any

natural person conducting a vocation, occupation, calling, or

profession in the police jurisdiction of the municipality or

on any property annexed into the municipality after January 1,

2023.

(d) After the effective date of this section,

notwithstanding the provisions of Section 11-51-90, no

municipality may levy a new occupational license tax pursuant

to Section 11-51-90 or otherwise on the income of any natural

person engaging in any occupation or increase the rate of any

occupational license tax on the income of any natural person

engaging in any occupation.

(e) Notwithstanding any other provision of law, after

the effective date of this act, any occupational license tax

levied in a municipality shall not apply to any employee

providing services in the municipality for a period of 90 days

or less if the employee's base for employment purposes is

outside of the municipality or to any employee or other worker
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providing services in the municipality in response to a

natural disaster or other state of emergency declared by the

Governor or the President of the United States if the

employee's base for employment purposes is outside of the

municipality.

(f) Notwithstanding any other provision of law, after

the effective date of this act, any occupational license tax

levied in a municipality in the county shall not apply to any

severance payments, supplemental unemployment payments,

retirement incentive payments, or any similar payments paid by

an employer to an employee.

Section 2.(a) A municipality shall not have the power,

authority, or jurisdiction pursuant to Section 11-51-90 of the

Code of Alabama 1975, to license any exhibition, trade,

business vocation, occupation, or profession based on gross

receipts or income or any portion of the gross receipts or

income from any exhibition, trade, business, vocation,

occupation, or profession engaged in or carried on outside of

the corporate limits and jurisdiction of the municipality.

(b) Any municipality that collects any license fees or

taxes based on any gross receipts or income of any licensee

pursuant to Section 11-51-90 shall provide a reasonable

procedure by ordinance for the refund of any portion of the

gross receipts or income from any exhibition, trade, business,

vocation, occupation, or profession engaged in or carried on

outside of the corporate limits or jurisdiction of the

municipality for any gross receipts or income on behalf of the

licensee which were remitted to the municipality.
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(c) The employer of any taxpayer or licensee or any

licensee licensed pursuant to Section 11-51-90 shall not remit

nor be required to remit any license fees or taxes on any

gross receipts or income of a licensee from any exhibition,

trade, business, vocation, occupation, or profession engaged

in or carried on outside of the corporate limits or

jurisdiction of the municipality. The employer shall be held

harmless for its remittances under this section provided the

employer gives a signed statement that remittances are

accurate to the best of the knowledge and belief of the

employer.

(d) This paragraph is declaratory of existing law and

intended to specify and clarify that a municipality may only

collect license fees and taxes pursuant to Section 11-51-90

based on activity that is specifically engaged in or carried

out in the municipality and the municipality has no

jurisdiction to levy or collect license fees on activities

outside of the corporate limits or jurisdiction of the

municipality.  

Section 3. All laws or parts of laws which conflict

with this act are repealed. 

Section 4. This act shall become effective immediately

following its passage and approval by the Governor, or its

otherwise becoming law.
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