Understanding the New Municipal Business License Requirements
for Real Estate Companies
When does the new law take effect?  The law took effect on Friday, June 11, 2007 when Governor Riley signed it.  It applies to business done in a municipality from that date forward.  It does not exempt you from buying a license in a municipality for business done in that municipality prior to the effective date of the Act.  For example, if your office is in Selma and you sold a lot in Demopolis in May, you will still owe Demopolis for a municipal business license (over $300 per agent in Demopolis).  

Do agents still have to buy municipal business licenses?  For business done after June 11, 2007, except for in the three counties with countywide municipal business licenses, no municipality may require an agent to buy a municipal business license unless the agent separately incorporates a business entity to receive her commission from her broker.  

How many municipal business licenses does my company need to buy?  You must buy one license for each physical office you register with the Real Estate Commission.  In other words, if you operate ABCD Realty with offices in Mobile, Fairhope and Dothan, you will be buying a license for each office in its respective municipality.
My city already had a similar law passed.  How have things changed?  For those doing business in Jefferson, Shelby or Etowah Counties, there are amendments to the Alabama Constitution that provide that each agent only buys a municipal business license in the municipality where she is located, but also pays the county a special license with the proceeds divided up among the remaining cities in the county.  If your office is inside one of those three counties, your broker and every agent in that company must buy a license in the city where you are located (assuming that city requires separate licenses for each agent) and must each buy a countywide municipal business license ($22 in Jefferson, $29 in Shelby, $150 or more in Etowah).  Even if your office is located in one of the three counties, you still will no longer buy any license for business done in municipalities located outside those counties.  

What effect does this law have on county business licenses?  None.  For counties with business license requirements, this law changes nothing.  It applies only to business privilege licenses required by municipalities.

Where Do I Buy a Business License?
	Municipality Where Business is Done
	Broker/ Company
	Agent
	Agent who is Separately Incorporated

	Place of Business
	Yes
	No
	Yes

	Place of Business (inside three counties)
	Yes
	Yes
	Yes

	Other Municipalities (outside three counties)
	No
	No
	No

	Countywide Municipal License (inside three counties)
	Yes
	Yes
	Yes


Examples of New Business License Law’s Application

Example 1.  Broker Sheree is located outside of the “three counties”, in this case in Huntsville.  She has a Huntsville business license for her office, which is located in the City of Huntsville.  Broker Sheree does business in Madison, Athens, Owens Crossroads, Decatur and elsewhere, but never anywhere in the “three counties.”  Broker Sheree shall not purchase any business licenses in any of these cities except Huntsville.  Her agents shall not purchase any business licenses anywhere (as long as they do not separately incorporate a business entity to receive their commissions).

Example 2.  Broker Roberto maintains an office in Vestavia Hills, which is in Jefferson County, one of the “three counties.”  He does business in municipalities throughout Jefferson and Shelby Counties, and occasionally in municipalities in Tallapoosa and Lee Counties.  Broker Roberto must buy a municipal license for Vestavia Hills.  In addition, his agents must buy business licenses for Vestavia Hills if the local license ordinance requires separate agent licenses in that city.  Broker Roberto and each of his agents must also buy Jefferson Countywide Municipal licenses for $23.00 a piece.  He and any of his agents from his Vestavia Hills office who do business in Shelby County will also have to buy Shelby Countywide Municipal business licenses for $29.00 a piece.  Neither Roberto nor his agents will have to buy any business licenses from cities in Tallapoosa or Lee Counties.

Example 3.  Agent Randall works out of an office in Gulf Shores.  He does business throughout Baldwin County.  He does not have to buy a license in any city in Baldwin County, but his Broker, Antonio does have to buy a license for Gulf Shores.  Agent Randall chooses to list some property in Birmingham.  He will have to buy a Birmingham business license and a Jefferson Countywide Municipal business license.

