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By Senator Coleman-Madison
RFD: Finance and Taxation General Fund

First Read: 21-Mar-23
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SYNOPSIS:

Under existing law, a fee is required to record
certain mortgages, deeds of trust, contracts of
conditional sale, or other instruments of like
character which is given to secure the payment of any
debt which conveys any real or personal property.

This bill would increase the fee for recording
of certain mortgages, deeds of trust, contracts of
conditional sale, or other instruments of like
character which is given to secure the payment of any
debt which conveys any real or personal property.

This bill would modify the rate and distribution
of the mortgage record tax in order to provide a

dedicated revenue for the Alabama Housing Trust Fund.

A BILL
TO BE ENTITLED

AN ACT

To amend Section 40-22-2, Code of Alabama 1975; to

increase the fee for recording of certain mortgages, deeds of

contracts of conditional sale, or other instruments of

like character which is given to secure the payment of any

debt which conveys any real or personal property; and to
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modify the rate and distribution of the mortgage record tax in
order to provide a dedicated revenue for the Alabama Housing
Trust Fund.
BE IT ENACTED BY THE LEGISLATURE OF ALABAMA:

Section 1. Section 40-22-2, Code of Alabama 1975, 1is
amended to read as follows:

"§40-22-2

No mortgage, deed of trust, contract of conditional
sale, or other instrument of like character which is given to
secure the payment of any debt which conveys any real or
personal property situated within this state or any interest
therein or any security agreement or financing statement
provided for by the Uniform Commercial Code, except a security
agreement or a financing statement relating solely to security
interests in accounts, contract rights, or general
intangibles, as such terms are defined in the Uniform
Commercial Code, and except for the re-recordation of
corrected mortgages, deeds, or instruments executed for the
purpose of perfecting the title to real or personal property,
specifically, but not limited to, corrections of maturity
dates thereof, shall be received for record or for filing in
the office of any probate judge of this state unless the
following privilege or license taxes shall have been paid upon
such instrument before the same shall be received for record
or for filing:

(l1)a. Upon all such instruments which are executed to
secure or to evidence the securing of an initial indebtedness

which shall not exceed one hundred dollars ($100), there shall
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SB107 INTRODUCED

be paid the sum of $-—45thirty cents ($.30), and upon all

instruments which shall be executed to secure or to evidence

the securing of an initial indebtedness of more than one

hundred dollars ($100), there shall be paid the sum of

$=+5thirty cents ($.30) for each one hundred dollars ($100) of

such initial indebtedness or fraction thereof.

b. Upon all such instruments which are executed to
secure or to evidence the securing of an open end or revolving
indebtedness with any interest in property, at the option of
the person offering the instrument for record or for filing,

(i) there shall be paid the sum of $3+5thirty cents ($.30) for

each one hundred dollars ($100) of such initial indebtedness

or fraction thereof and the procedures set forth in paragraphs
a, b, and ¢ of subdivision (2) of this section shall be
applicable; or, in lieu thereof, (ii) there shall be paid the

sum of $-—3+5thirty cents ($.30) for each one hundred dollars

($100) of maximum principal indebtedness, or fraction thereof,
to be secured by such instrument at any one time as stated in
the instrument or any amendment thereto. In any event, the
privilege or license tax to be paid upon such instruments
securing or evidencing the securing of open end or revolving

indebtedness with any interest in property shall not exceed

the amount of $-345thirty cents ($.30) for each one hundred

dollars ($100) of maximum principal indebtedness, or fraction
thereof, to be secured by such instrument at any one time as
stated in the instrument or any amendment thereto,

irrespective of the cumulative amount advanced from time to

time thereunder.
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SB107 INTRODUCED

(2)a. If subdivision (1l)b. (i) applies and any part of
the indebtedness which the mortgagor or debtor in any
instrument conveying any real property situated within this
state, or any interest therein, other than fixtures under the
Uniform Commercial Code, 1s authorized to incur under the
terms of the instrument has not been or will not be presently
incurred at the time such instrument is offered for record,
the tax shall be paid on the amount of indebtedness presently
incurred, and the Department of Revenue, upon the petition of
the owner of any such instrument or upon the petition of the
agent or attorney of such owner, shall ascertain to its own
satisfaction the amount then taxable and the amount to be
incurred thereafter and determine the amount upon which the
tax shall be paid at the time such instrument is offered and
shall endorse its findings on such instrument. Upon the
presentation of such instrument with such endorsement thereon,
the probate judge of any county in which the instrument is
offered, upon the payment of the tax upon the amount so
ascertained by the Department of Revenue and the recording
fees of the probate judge, shall accept the same for record.
The Department of Revenue shall also require the owner of such
instrument to execute a bond in an amount sufficient to secure
to the state the privilege tax to become due and payable under
this section upon the amount of the indebtedness to be
incurred thereafter, such bond to be approved by the
Department of Revenue and payable to the State of Alabama and
conditioned that the owner of such instrument will promptly

report to said Department of Revenue and to the probate judge
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of the county where said instrument is first filed for record,
whenever such owner or his successor in interest incurs any
additional indebtedness thereunder, and the amount so
incurred; and that the said owner of such instrument will pay
or cause to be paid to the probate judge of the county in
which said instrument is first filed the privilege or license
tax required under this section upon the accrual of any
additional indebtedness, and the said owner of such instrument
will report to the said probate judge and the Department of
Revenue during the month of September of each year the amount
of all indebtedness and all bonds, debentures, notes or other
forms of indebtedness incurred or certified and delivered
under said instrument to such date, and the amount so
certified and delivered during the preceding 12 months, and
the aggregate of all such evidence of indebtedness certified
and delivered under such instrument prior to such year. The
bond executed to secure payment of the tax herein required
shall cover a term of five years; and, after the expiration of
said term of five years, the owner of the instrument offered
for record shall execute such further bond as may be required
by the Department of Revenue covering the succeeding term of
five years, and thereafter every term of five years, in the
same manner so long as any of the indebtedness authorized to
be incurred by such instrument has not been incurred with like
condition and in such sum as the said department may

prescribe.

b. Notwithstanding thke—previsiens—ef paragraph a. ef

this——subdivisiern, any bank, savings and loan association,
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insurance company, or other financial institution organized
and established under the laws of the State of Alabama or the
United States which is the owner of such instrument, in lieu
of the foregoing procedures, may certify the amount of
indebtedness presently incurred, and the probate judge of any
county in which the instrument is offered, upon payment of the
tax upon the amount so certified and the recording fees of the
probate judge, shall accept the instrument for record. During
the month of September of each year, any such bank, savings
and loan association, insurance company, or other financial
institution which has recorded such instruments as described
hereinabove shall report to the appropriate probate judge the
amount of additional indebtedness incurred under the
instrument and pay any tax required upon the additional
indebtedness.

c. Each probate judge will forward to the State Banking
Department by the end of October a statement showing the
amounts certified to him or her by each forenamed
organization. The State Banking Department will then have the
authority to make unannounced audits on any organization
electing to use this system of reporting indebtedness. Any
organization which is found to have willfully certified less
than the true amount it should have certified shall be
required to pay a fine equal to three times the amount of tax
due on the amount of indebtedness not certified to the probate
judge. This fine shall be paid into the General Fund of
Alabama. In addition, any organization so fined must pay an

auditing fee in accordance with established Banking Department
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audit fees into the funds of the State Banking Department.

(3) When any deed is filed for record which recites
that part of the purchase money is unpaid, such deed to the
extent of such unpaid balance shall be held and treated as a
mortgage, and the mortgage tax shall be collected by the
probate judge in addition to the tax for recording the
instrument as a deed before recording the same, unless the
balance of purchase money shall be secured by mortgage or deed
of trust which has already been filed for record, and the tax
thereon paid, and the fact of such prior payment shall be
endorsed on the deed. When any such deed is recorded and the
tax thereon is paid, and thereafter a mortgage securing the
debt is filed for record, the same shall be admitted to record
without the payment of the mortgage tax and the fact of such
prior payment shall be endorsed on the deed.

(4) The privilege taxes herein imposed shall not be
required on or for the filing of any such instrument,
providing additional or substitute security for any
indebtedness secured by, or the securing of which is evidenced
by, an instrument previously filed, upon the filing of which
the taxes provided by law have been paid or which was filed at
a time when no such privilege taxes were required by law;
provided, that the secured indebtedness remains unchanged in
amount and in time of maturity.

(5) Upon the filing for record of such instrument and
upon the payment of the tax thereon, the probate judge or his
or her clerk shall certify on the instrument the fact that the

said tax has been paid, and when so certified by the probate
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judge or his or her clerk, such instrument shall be admitted
to record in any county wherein any of the property mentioned
in the instrument is situated without the payment of any
further tax thereon, except the fee to the probate judge for
recording such instrument, and such certificate of the probate
judge shall be recorded by such probate judge when such
instrument is recorded. Upon the filing for record of any
instrument which has been exempted by law from the payment of
the tax provided for in this section, the probate judge shall
certify thereon that no tax has been paid and shall stamp in
bold letters on the face of said instrument "No Tax
Collected," and the certificate shall be recorded with and as
a part of such instrument, and thereafter such instrument
shall be received for record in any county in this state
without the payment of any further tax thereon, when submitted
by a tax-exempt institution, but if submitted by or
transferred to an institution or person not exempt from the
payment of the tax levied under this section, the probate
judge shall collect the tax levied by this section upon the
then unpaid balance of the secured debt together with the fee
of the probate judge for recording such instrument before it
will be admitted to record. The tax herein provided for shall
be paid upon all contracts for the sale of real or personal
property, whether the same are in the nature of a conditional
sale or a bond for title, and no such contract shall be
received for record until such tax shall have been paid.

(6) When the time for the payment of the indebtedness

secured by, or the securing of which is evidenced by, any such

Page 8



(@]
[}
()]
D
mw
74
E
<
H
~
o
1
M
()]

and the extension or

instrument is extended or renewed,

225

renewal contract is offered for filing or for record, the tax

226

required in this section shall be paid on the amount of

227

and the same shall be

.
4

indebtedness so extended or renewed

228

this article. No

ey
-

o
o

<4
V- LT T

EENE
&+

+h
CIT

governed in all respects by

229

or municipal ad valorem tax shall be payable on

state, county,

230

any such instrument upon which the tax prescribed by this

231

on the debt secured or evidenced

section shall have been paid,

232

thereby or on the security agreement evidenced thereby.

233

17 A
o

+ 1 ol o+ KPP P
)\J_Y 1T r/LUL}MLl JM\A\j

ot~ g
o

1
-

+ o
T

Tt

OFfF + 1
=

(7)

234

a2
Trho o &

7 +
e

e
T L_Y

alh 11 12N N2+ + 1
(O 5 3 & o mpn ma &) o=t CTt

+r
T

+ 1
T

CItTT— O

+ha o

235

£+
- 1T

FEL NE IR
LI R A S

a1~ o
(oxo

oo

WIT T CTT

b1 ok

n

N
o

R i 3
oIy

236

£ oot
- r/L T T

EREPA P

r I + 1
e T

-

11t~ £
A>3

|& i

o
T T

=
AT

1

o e

11
oIt C

o
TCIt

237

+h
CIt

ot A 1+
c

1 Srn et 11
the—amount 1

£
T

+ha Ao
cr— oo

W

Mmoo a o g o oy t”

ot Ir Ity

1+
-

CTIT

RS = 2N
oo

238

n
TT

£y
=5

a1 ex o~ 11 r 1 5z
SHaTT—=*

B~

T

o
T

o O Ly . T

Wk kLS

T
¥

Q4 o4
[ R Uy o> ay wey

239

N
TIT

—

T

Sl 11 ataod o oo oot o
ottt T T cCo—aS moCTrooT =L

+
CTT

240

£ 31z
o

ni +h
T CIT

1ot o
T IO C L Ottt

+h
CIr

U V- g
e Eving

NS
oo

<z
Y

ot 3~
g CIT

11
p e

241

ralas 4 + 1
Juu\jc A tJJ_U-kJuLC Ay wy A CTTT

EPp P

g sz +h
SOy TIT

PRI
LUl €7 R S i

T

L]

v
P

242

n + Dron. iz
CTIT TTropPpCTTty

WTITCTTT

i

et
LA sy w

3 n
Oy

—~
=}

IS, N
o - C I 1O

11 A
oo

] ot

TCOoOT—TCTTT<™

A

Y

n

mroTT

m

243

rant
T C

g4 ££
|\ A S S

PIC I SN Y
WTC T Tt

+ PR R PN S|
L T o L COCh CTCOr

n
TT

R
LT C LT COTTr

canralanA 2
TTII—CTt

T o TCT T IoTT™

244

ERCASY
Wt

P
J uu\j\,

n b+
i oTrT

+h
CIT

o o
CTITT 1O o CTCT Ty

+h 1 o

PO SN R
WC T Tt

o
=}

tam S
oTOTT T

245

PR TN
. o O IT

PN
L/I.J.J.L,_Y

+
TTIT

Iz
|=awy

Bz
MY

alh 11
[ 3 3 & e mpn m

ot o+ + o
=T CTT T

246

iz o
J_k_,_Y -

IS
I

EANE
&+

+h
CTT

fFffoarnrnt+ o o wrh 1 ~h
CrrrCrCrrc— CoourtrcrC oWttt

I

S ok +h
[S 3 o s e CTT

247

IS
I

EANEVS
M+

n

111 A
oo O

T
W

FE NS
CITTrO T

+
CTIt

£
-

NS
CLTTT L% i o Ry vy

o
A S )

A

IS IR~ RN
o T CUTCT

248

T
Wt

TIT

onmin o A + 1
Mmoot Co——T

o
=}

~
-

+ 1
CTt

it
J_Ll_Y

+ 1 e
t—/J_

TIT

1.
=3

TE T

+ 1
CTt

249

nt
THT

n + 1T ot o
T1ITL T IO C L CItr

N
TIT

ar~nvralh A~ A
(SRS mm s AL ¥

=
A>3

oo
o OO

CItTT— O

+ha o

P Sl SN RN
A/ . S e s

nort sz
==Y

i
IsE=

250

Revenues from the mortgage record tax shall be divided
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the Alabama

: The judges of probate,

between four recipients

252
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Housing Trust Fund, county treasuries, and the State Treasury.

Five percent of all mortgage record taxes collected shall be

distributed to the judges of probate, 25 percent of all

mortgage record taxes collected shall be distributed to the

Alabama Housing Trust Fund, 33 percent of all mortgage record

taxes collected shall be distributed to the county treasurer

in the county in which the tax is collected, 37 percent of all

mortgage record taxes collected shall be distributed to the

State Treasury. If the property described in the instrument is

situated within different counties within this state, then the

judge of probate who collects the taxes shall pay over to the

county treasurer of each of the different counties in which

the property is situated an amount of the taxes that would be

in proportion to the value of the property therein as compared

to the whole property within this state described in the

instrument.

(8) If any part of the property embraced or described
in any instrument which is required under this section to pay
a record privilege tax is located without this state, the
indebtedness upon which the tax shall be paid for the
privilege of recording such instrument shall be that
proportion of the indebtedness secured by the instrument which
the value of the property located in this state bears to the
whole property described in the instrument. The Department of
Revenue may ascertain the value of the whole property and of
that part of it which is located within this state for the
purpose of ascertaining the amount of the indebtedness upon

which the tax shall be paid, and the value of that part of the
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property located within this state and the amount of the
indebtedness upon which such tax shall be paid shall be
ascertained in the following manner: First, the owner of any
such instrument or his or her agent or attorney may petition
the Department of Revenue to ascertain the value of the whole
property and of that part of which is located within this
state and the amount of the indebtedness upon which such tax
shall be paid, and the Department of Revenue, after hearing
such evidence as may be offered or as may be before it, shall
fix and determine the value of that part of the property
located within this state and the amount of the indebtedness
upon which the tax shall be paid and shall endorse its
findings on such instrument, and upon the presentation of the
instrument, with such endorsements to the probate judge of the
county in which any part of the property is located, such
instrument shall be accepted for record upon the payment of
the tax upon the amount of such indebtedness as so ascertained
by the Department of Revenue and of the recording fees of the
probate judge; or, second, the owner of any such instrument or
his or her agent or attorney may have such instrument recorded
by paying to the probate judge of the county in which the
instrument is offered for record the privilege tax on the
entire amount of the indebtedness secured by such instrument,
and may thereupon present a petition to the Department of
Revenue within 30 days after such instrument is recorded, and
it shall be the duty of the Department of Revenue to ascertain
the value of the whole property and of that part of it located

within this state, and to fix and determine the amount of the
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indebtedness upon which the tax shall be paid, and the
department shall thereupon ascertain such valuation and fix
and determine such indebtedness and shall order the probate
judge to refund the excess of privilege tax collected , and
the probate judge shall comply with such order; and the tax
paid upon the entire amount of such indebtedness shall be held
by the probate judge until the Department of Revenue
determines the amount of the indebtedness upon which such tax
shall be paid.

(9) Any probate judge who shall file for record or
shall receive any such instrument for record or for filing,
without collecting the recording or registration tax provided
for the filing, recording, or registration of such instrument,
or who shall fail to certify the fact that such tax has been
paid before filing such instrument shall be guilty of a
misdemeanor and, upon conviction, shall be fined not less than

ten dollars ($10) nor more than one thousand dollars ($1,000).

(10) Every petition filed with the Department of
Revenue to ascertain the amount of the mortgage tax due to be
paid under this section shall, when the property conveyed in
the instrument offered for record is located in more than one
county of the state, show the value of the property conveyed
in each county in which the instrument is to be recorded.

(11) Any probate judge who fails to keep the abstract
of mortgages or other instruments intended to secure the
payment of moneys which are filed in his or her office for
filing or for record, as he or she is required by law to keep,

shall be guilty of a misdemeanor and, upon conviction, shall
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be fined not less than ten dollars ($10) nor more than five

hundred dollars ($500)."

Section 2. This act shall become effective on the first

day of the third month following its passage and approval by

the Governor,

or its otherwise becoming law.
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