April 10, 2012

Honorable 

Page 2

Honorable Jimmie Walker

Mayor, Town of Falkville

21 North 1st Avenue

Post Office Box 407

Falkville, Alabama  35622
Municipalities – Business Licenses – License Fees – Branch Offices – Morgan County
The Town of Falkville may require a business engaged in “Truck Transportation” to pay a license fee based on all of the gross receipts of the business from whatever source derived when the business is not required to purchase a business license from any other municipality and the only physical location for that business is located within the municipal limits of the Town of Falkville or its police jurisdiction.
Dear Mayor Walker:


This opinion of the Attorney General is issued in response to your request on behalf of the Town of Falkville.
QUESTION


Should a license fee charged to businesses engaged in “Truck Transportation” under Ordinance No. 2007-10 of the Town of Falkville be based on all of the gross receipts of the business from whatever source derived when the business is not required to purchase a business license from any other municipality and the only physical location for that business is located within the municipal limits of the Town of Falkville or its police jurisdiction?
FACTS AND ANALYSIS


In your letter of request, you informed this Office that the Town of Falkville adopted Ordinance 2007-10 in 2007, which became effective on January 1, 2008.  This particular ordinance was adopted pursuant to; in conformity with; and, in places, mirrors the provisions of the Municipal Business License Reform Act of 2006 or Act 2006-586, which was later codified in section 11-51-90, et seq., of the Code of Alabama. Ala. Code §§ 11-51-90 to 11-51-196 (2008).

Your particular concerns surround the enforcement of your ordinance with respect to businesses engaged in “Truck Transportation” services.  Your facts state that all entities involved are within the classification of “Truck Transportation.”  This opinion will presume these facts are correct.  Further, this opinion is based on the provisions set out above and will not address the provisions of the Alabama Motor Carrier Act, which is codified in section 37-3-1, et seq., of the Code.  


You informed this Office that there are several businesses that have their principal or only office located within the municipal limits or police jurisdiction of the Town of Falkville.  You state that these businesses fit the definition of common carrier, trucking business, or contract carrier in that the business is to transport goods and materials for others for hire.  These businesses operate freight trucks that carry goods and materials from point to point, which may be anywhere in the United States, both origin and destination.  

Section 11-51-90 of the Code authorizes municipalities “[t]o license any exhibition, trade, business, vocation, occupation, or profession not prohibited by the constitution or laws of the state which may be engaged in or carried on in the municipality.  Ala. Code § 11-51-90(a)(1) (2008).  Subsection (b) of this provision further fleshes out this authority and contemplates instances where a particular entity may have a branch office.  This section states the following:

(b)  The license authorized by subsection (a) as to taxpayers engaged in business in connection with interstate commerce shall be confined to that portion within the limits of the state and where the taxpayer has an office or transacts business in the municipality imposing the license.  A taxpayer subject to the license authorized by subsection (a), that is engaged in business in more than one municipality, shall be permitted to account for its gross receipts so that the part of its gross receipts attributable to one or more branch offices will not be subject to the business license tax imposed on the principal business office required to obtain a business license.  Branch office gross receipts are those receipts that are the result of business conducted at or from a qualifying branch office.
Ala. Code § 11-51-90(b) (2008).

Further, section 11-51-90.2 authorizes a municipality to calculate the license fee for a business entity that is classified as “Truck Transportation” based on the gross receipts of that entity and/or a flat rate where not state regulated.  Ala. Code § 11-51-90.2(a) (2008).  Noncompliance with the license requirements of any municipality may result in the imposition of various fines and even imprisonment.  Ala. Code § 11-51-93 (2008).


Based on the foregoing, it appears that a municipality is authorized to require a business license of businesses that either have an office or transact business in the municipality imposing the license.  In instances where a business has branch offices and the license is based on the gross receipts of the business, a municipality should collect the portion of the gross receipts that are attributable to the office located in that municipality.  In instances where a business does not have branch offices, it is the opinion of this Office that such entity owes an amount attributable to all the gross receipts for that office.

A municipal ordinance may not contravene the tenets or authority expressed within a statute.  Ala. Code § 11-45-1 (2008).  Assuming that your ordinance comports with the authority expressed in section 11-51-90, et seq., of the Code, it is the opinion of this Office that the Town of Falkville may impose a business license fee based upon the entire amount of gross receipts received by a business that is located solely in the Town of Falkville. See, generally, City of Tuscaloosa v. Tuscaloosa Vending Co., Inc., 545 So. 2d 13 (Ala. 1989).
CONCLUSION


The Town of Falkville may require a business engaged in “Truck Transportation” to pay a license fee based on all of the gross receipts of the business from whatever source derived when the business is not required to purchase a business license from any other municipality and the only physical location for that business is located within the municipal limits of the Town of Falkville or its police jurisdiction. 

I hope this opinion answers your question.  If this Office can be of further assistance, please contact Monet Gaines of my staff.

Sincerely,

LUTHER STRANGE
Attorney General

By:

BRENDA F. SMITH
Chief, Opinions Division
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