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•  C O M M I T T E E  R E P O r f ®

S E N A T E

FURTHER: FltTAtK'L

1/13/33

Date: ___________________________

Mr. Pre s i d e n t :

The C o m m i t t e e  on 'Community R e g i o n a l  Af f .  has had : ' E T L L  S • 13

'An Act a u t h o r i s i n g  M u n i c i p a l i t i e s  to e x e m p t  b u s i n e s s  
i n v e n t o r i e s  f r o m  t a x a t i o n ;  eff. d a t e . "

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  of the c o m m i t t e e )  (the c o m m i t t e e )  
r e p orts it back with the f o l l o w i n g  r e c o m m e n d a t i o n s :

[ ]  d o p a s s  [ ] do not pass

[ ] do pass wi t h  a t t a c h e d  a m e n d m e n t s (s )
[ ] same titl

[ ] r e p l a c e  with CS f o r __________________________________  [ ] new title

and r e c o m m e n d s   __________________________________________________________________

[ ] AND a t t a c h e s  a " L e t t e r  of Intent" [ ] New fiscal Note

[ ] r e p orts it back w i t h o u t  r e c o m m e n d a t i o n

[ ] r e f e r r e d  to t h e ______________________________________  C o m m i t t e e

M E M B E R S  S I G N I N G  M E M B E R S  H A V I N G
DO PASS O T H E R  R E C O M M E N D A T I O N S :

S 60 (Rev. 12/78)

C H A I R M A N



m Bill Sheffield, Governor\ \ I

DEPT. OF COMMUNITY &  REGIONAL AFFAIRS POUCH B
JUNEAU. ALASKA 99811 
PHONE: (907) 465-4700OFFICE OF THE COMMISSIONER

F e b r u a r y  8, 1983

P O S I T I O N  P A P E R

RE SB  53

S P O N S O R S :  S e n a t o r s  M u l c a h y  and K e l l y

P r o g r a m  E f f e c t s  of B i l l

P r o v i d e s  for a local S p t i o n  for tax e x e m p t i o n s  on b u s i n e s s  
i n v e n t o r i e s .

C o m m e n t s

T h e  D e p a r t m e n t  has s u p p o r t e d  m a x i m i z i n g  l ocal o p t i o n s  as 
o p p o s e d  to m a n d a t i n g  su c h  tax e x e m p t i o n s .  T h i s  m e a s u r e  w o u l d  
a l l o w  a m u n i c i p a l i t y  to c o n s i d e r  su c h  e x e m p t i o n s ,  a s s u r i n g  that 
a n y  d e c i s i o n  is a l ocal one. T h e  D e p a r t m e n t  b e l i e v e s  that the 
p o s i t i o n  of the A l a s k a  M u n i c i p a l  L e a g u e  (AML) on th i s  b i l l  
s h o u l d  be an i m p o r t a n t  g u i d e  post. The A M L  has s u p p o r t e d  such 
a local o p t i o n  for s o m e t i m e  n o w  a n d  c o n t i n u e s  to do so in their 
1983 P o l i c y  S t a t e m e n t .  O n e  r e a s o n  is that b u s i n e s s  i n v e n t o r y  
t a xes o f t e n  cost m o r e  to c o l l e c t  than they b r i n g  in; a n o t h e r  
i m p e t u s  is the g e n e r a l  e n c o u r a g e m e n t  of p r i v a t e  e n t e r p r i s e  by 
r e p e a l i n g  t axes s u c h  as that on b u s i n e s s  i n v e n t o r i e s .

21-PILH
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STATE OF ALASKA 
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill No: S B_53___________________________________  Qg-j-g Qn Rill; 1 / 1 8 / 8 3

Title: A u t h o r i z e  M u n i c i p a l i t i e s  to e x e m p t  b u s i n e s s  i n v e n t o r i e s  f r o m  t a x a t i o n .  
Sponsor: M u l c a h v  a n d  K e l l y  __________ ______
Requestor: s c r a __________________________________________________________________________  .

1. Estimated fiscal impacts on: D e p a r t m e n t  of C o m m u n i t y  and R e g i o n a l  A f f a i r s

a. Expenditures:
(Thousands of Hollars!

FY 83 FY 84 FY 85 FY 86
CaDital -0- -0- -0-
Operating • -0- -0- -0-
Total -0- -0- -0-

b. Revenues:
Revenue I

2. Source of funds to offset fiscal impact of bill:

3. Assumptions: T h i s  b i l l  a l l o w s  m u n i c i p a l  g o v e r n m e n t s  t h e  o p t i o n  of
e x c l u d i n g  b u s i n e s s  i n v e n t o r i e s  f r o m  t a x a t i o n .  T h i s  o p t i o n  w i l l  h a v e  
no  i m p a c t  o n  t h e  D e p a r t m e n t ' s  o p e r a t i o n s .  N o  f i s c a l  impact.

4. Disclaimer:
This statement has not been reviewed by the 0MB in the O f f k a  of the Governor. It does 
not represent the policy of the Sheffield Administration or the final estimate of fisca 
impact. n

Prepared By: R i c h a r d  Rainery(c-l ou— 4 6 5 - 4 7 0 3

Division: C o m m i s s i o n e r ' s  Offj.ce:'s O f f i c e  /

Approved by Commissioner 

Department: Department of Ccnmunitv and Regional Affairs

5. Distribution:
Original to Legislative Finance 
Copy to 0MB 
Copy to Sponsor 
Copy to Requestor

Phone:_
Date:

Date:

2/8/83
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2. P aym en t s- i n - L l ^ S  The League endorses the p o ^ ^ I o n  whereby the state

w o u l d  pay to the local governments a payment-in-lieu of ad valorem taxes for 

the state-owned property as well as payments for its share of the cost of 

improvements a n d‘services which benefit such property.

3. Right To Ta.i.* The League opposes any further effort on the part of 

the state to levy a property tax which would infringe upon the rights of 

local governments to levy the same rate of tax as levied on other property 

w i t h i n  the taxing jurisdiction.

4. Business In v e n t o r i e s : The League supports legislation which would

p r ovide for the optional exemption of business inventories from property tax.

5. Interest Rate L i m i t : The League supports legislation to remove the

limits established by AS 29.53.180 and AS 29.53.415(d) on the penalty and 

interest rate for delinquent property and sales tax payments.

D. FORMATION OF N E W  MUNICIPALITIES

1. The League supports legislation to provide adequate funds to assist 

in the study of the feasibility of forming new municipalities and in the 

formation of n e w l y  organized municipalities.

E. PUBLIC EMPLOYEES RETIREMENT

1. The League urges that in any legislation passed which increases 

benefits under the Public Employees Retirement System and Teachers Retirement 

System, the increased cost be borne b y  contributions from the employees. The 

League urges the Legislature to reqognize the effect on participating munici­

pal employers if any amendments are made to PERS and TRi>.

F. LOCAL HOSPITAL USE

1. Utilization of Local Health Facili t i e s : The League urges the state

and federal agencies responsible for health care to utilize the local health 

facilities and to transport patients to regional centers only when necessary 

services are not available.

2. Increased State F u n d i n g : The League strongly supports increased

state funding of hospital construction costs and of special hospital and 

h e a l t h  facility construction and operating costs.

3. Separate Funding For Hospitals: The League strongly supports funding

of hospital and health facility grants outside the municipal revenue sharing 

program.

/ f j y



KODIAK ISLAND BOROUGH
Telephones 486-5736 - 486-5737 — Box 1246 

KODIAK, ALASKA 99615

January 12, 1982

The Honorable Bob Mulcahy 
The State Senate 

Pouch V

Juneau, Alaska 99811

Re: Resolution No. 82-1-R - Commercial and Business Inventories

Dear Bob:

Please be advised that the Kodiak Island Borough Assembly at their 
regular meeting on January 6, 1982 unanimously adopted Resolution 

No. 82-1-R entitled "A Resolution of the Kodiak Island Borough Assembly 
Seeking A Change in the Alaska Statute 29, Chapter 53, Municipal 

Assessment and Taxation, Section 29.53.025 Optional exemptions and 
Exclusions" with the intent to allow the option to exempt commercial 

and business inventories from personal property taxation. It is my 

understanding that the t 5ty Council of Kodiak has recently adopted a 
similar resolution. Both elected bodies in joint work sessions have 
indicated that this is of a a extreme high priority to them.

I would further like to note that the Alaska Municipal League Policy 

Statement dated 1982 states on page 3 under local taxes item 4 

"Business Inventory: The League supports legislation which would
provide for the optional exemption of business inventories from 
property tax".

Therefore, at this time I wish to respectfully request your assistance 

in the successful adoption of the above change to Alaskan law. If any 

further information or materials are required in this regard, please 
contact me immediately.

CC Bill Bivin, City Manager

Borough Manager

Enclosure
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KODIAK ISLAND BOROUGH 

RESOLUTION NO. 82-1-R

A RESOLUTION OF THE KODIAK ISLAND BOROUGH ASSEMBLY SEEK NG A CHANGE 
IN THE ALASKA STATUTE TITLE 29, CHAPTER 53, MUNICIPAL ASSESSMENT AND TAXATION, 
SECTION 29.55.025 OPTIONAL EXEMPTIONS AND EXCLUSIONS.

WHEREAS, it is the intent of the Kodiak Island Borough Assembly to

seek to allow the exemption of commercial and business inventories from personal

property taxation through the initiation of legislation by local representatives,

to Alaska Statute 29, Chapter 53, Municipal Assessment and Taxation; and

WHEREAS, more specifically, the intended change would be an addition

to the following words of Section 29.53.025 Optional Exemptions and Exclusions.

(b)(2) "(E) All commercial and business inventories".
i *

,< NOW, THEREFORE, BE IT RESOLVED by the Kodiak Island Borough Assembly
i

that legislation initiated which, if approved, would allow exemption of
ii • 
commercial and business inventories from personal property taxation.

BE IT FURTHER RESOLVED by the Kodiak Island Borough Assembly that
! I

the Borough administration be directed to send this resolution to Senator

Mulcahy and Representatives Zharoff and Sutcliffe and implore their assistance 
!{ r i

, in the successful adoption of this legislation.

PASSED AND APPROVED this 6th day of January____________ , 1982 by

the Borough Assembly:
|

KODIAK ISLAND BOROUGH



December 30, 1981

Honorable Bob Mulcahy 
Senator 
P.O. Box 246 
Kodiak, A K  9961S

Dear Senator Mulcahy:

On December 28, 1981 the Kodiak City Council passed Resolution 57-81.

The resolution requests that you introduce legislation into the Senate 
which would allow for the optional exemption and exclusion of commercial 
and business inventories from property taxation.

Your help in introducing and sponsoring such legislation would be greatly 
appreciated.

Sincerely,

UC

W I L W A M  C. BIVIN 
City Manager

WCB/csh
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i! i
A  R E S O L U T I O N  OF  THE C O UN C IL  OF THE CITY OF  K O D I A K  SEEK I NG  A  I

C H A N G E  IN THE A L A S K A  ST A T UT ES  TITLE 29, C H A P T E R  53. M U N I C I P A L
A S S E S S M E N T  A N D  TAXATION, S E C TI ON  2 9 .5 3 .0 25  O P T I O N A L  E X E M P T I O N S  AND:

. E X CL U SI O NS . i
•' * i

W H E R E A S , it is the int ent of the K o d i a k  C i t y  C o u n c i l  to seek i

I to a l l o w  the e x e m p t i o n  of c om me r ci a l and b u s i n e s s  in v en t o r i e s  fro m 

[t p e r s o n a l  p r o p e r t y  taxation, t h r o u g h  the i n i t i a t i o n  of l e g i s l a t i o n

Jj b y  lo c al  r e p r e s e n t a t i v e s ,  to A l a s k a  St a t ut e s T i t l e  29, C h a p t e r  53,!

M u n i c i p a l  A s s e s s m e n t  and Taxation; and

WH ER E AS ,  m o r e  speci fically, the in te n de d  c h a n g e  w o u l d  be an 

i! a d d i t i o n  of the fo l lo w i n g  w or d s to S e c t i o n  29 .5 3.025 Op t io n a l
I*
i! e x e m p t i o n s  and exclusions, (b)(2) "(E) all c o m m e r c i a l  and b u s i n es s

ij
!' i n v e n t o r i e s . "
I

NOW, THEREFORE, BE IT R E S O L V E D  by  the K o d i a k  Cit y C o u n c i l  

■' as follows:
ii
|| S e c t i o n  1 . S e na t or  M u l c a h y  and R e p r e s e n t a t i v e  Z h a r o f f

u
j: i n i t i a t e  the a p p r o p r i a t e  le g is l a t i v e  action, which, if approved,

II
j' w o u l d  exempt' c o m m e r c i a l  a nd bu si n es s  i n v en to r ie s  from p e r s o n a l

)|-
! p r o p e r t y  taxation.

;! P A S S E D  A N D  A P P R O V E D  this £ ?  d ay of j Q , 1981.
It• i
i!
'! CI TY  OF K O D I A K

CITY OF KODIAK ‘ :
ii RESOLUTION 57-81 I

ATTEST: I



CITY OF KODIAK
RESOLUTION NUMBER 06-83

' • A  RESOLUTION OF THE COUNCIL OF THE CITY OF KODIAK SEEKING A  CHANGE IN THE 
ALASKA STATUTES TITLE 29, CHAPTER 53, MUNICIPAL ASSESSMENT AND TAXATION, 
SECTION 29.53.025 OPTIONAL EXEMPTIONS AND EXCLUSIONS

WHEREAS, it is the intent of the Kodiak City Council to seek to allow an 

exemption of commercial and business inventories from personal property 

taxation, through the initiation of legislation by local representatives, to 

amend Alaska Statutes Title 29, Chapter 53, Municipal Assessment and Taxation; 

and

WHEREAS, more specifically, the intended change would be an addition of 

the following words to Section 29.53.025 Optional exemptions and exclusions. 

(b)(2) "(E) All commercial and business inventories."

NOW, THEREFORE, BE IT RESOLVED by the Council of the City of Kodiak, 

Alaska, that Senator Mulcahy and Representative Zharoff are requested to 

initiate the appropriate legislative action, which, if approved, would exempt 

commercial and business inventories from personal property taxation.

BE IT FURTHER RESOLVED that this resolution be communicated to the 

following people:

The Honorable Bill Sheffield, Governor of Alaska 

The Honorable Stephen McAlpine, Lieutenanct Governor of Alaslca 

The Honorable Bob Mulcahy, Alaska State Senator 

The Honorable Fred Zharoff, Alaska Represntative

PASSED AND APPROVED this 7 ^  day of January, 1983.

CITY OF KODIAK

ATTEST:

CITY CLERK



A L A S K A 'S I N V E N T O R Y  TAX

Alaska Retail Association
174 S. Franklin St. #205 
Juneau. Alaska 99801 

(907) 586-6706

n o n a Id  R. M ag n u s s o n

T h e  in v en t or y  tax is the mos t u n f a i r  and i n e q u i t a b l e  b u s i n e s s  tax 

in A l a s k a  today. T h i s  tax has been c o n d e m n e d  r e p e a t e d l y  by  the 

F ed e r al  A d v i s o r y  C o m m i s s i o n  on I n t e r g o v e r n m e n t a l  R e l a t i o n s  and 

by 'n nu merable state level l e g i s l a t i v e  and a d m i n i s t r a t i v e  studies. 

M a n y  of their c o n c l u s i o n s  are w e l l  kn own and we  think it is u n n e c­

ess a r y  to dwell on the m at length, but we do think  they s h o u l d  be 

s t a t e d  b r i e f l y  for the record. The i n v e n t o r y  tax is u n f a i r  in that 

it bears no r e l a t i o n  to p r o fi t or loss, p l a c i n g  a h e a v y  b u r d e n  on 

one  s e g m e n t  of the bu s in e s s  c o m m u n i t y  w h i c h  is not s h a r e d ,  e i th e r 

by p r i v a t e  c i ti ze ns or by other s egments  of the b u s i n e s s  and p r o ­

fessional- community. The bu si ness or p r o f e s s i o n  that d o e s  no t  h o l d  

m e r c h a n d i s e  for resale, but who may deal w i t h  se rv ices, p r o f e s s i o n a l  

or otherwise, pays no si milar tax. In fact, the m e r c h a n t  w ho  

at tempts to c o mp e te  e f f i c i e n t l y  by s t o c k i n g  more sizes to se r ve  the 

h a r d - t o - f i t ,  w h o  has more i n v e nt or y  and less turnover, e n d s  up p a y i n g  

m o r e  in ve ntory tax -- even if there is no p ro fi t  w i t h  w h i c h  to pay it.

T a x e s  on the s a m e  amount, of in ve n to r y vary w i de l y b e c a u s e  of d i f f e r e n t  

local tax rates and d i f f er en t  m e t ho d s us ed  by ta x pa y er s in d e t e r m i n i n g  

" f a i r  m arket value", with some ta xp ay ers p a y i n g  a tax on  m a x i m u m  

v a l u e  w h i l e  others pay on a mu ch  lower amount. I n v e n t o r y  taxes are, 

by u n i v e r sa l  acmiss io n , almost imposs i b le  to a d m i n i s t e r  f a i r l y ,  e v e n  

by the m o s t  c o n s c i e n t i o u s  tax assessor.



I n v e n t o r y  taxes d i s c o u r a g e  the w a r e h o u s i n g  of g oo d s w i t h i n  the 

S t a t e  and can c a u s e  serious d i s r u p t i o n s  in the fl o w  of g oods , 

h i g h e r  p r ic e s (such as freight) and mor e i n c o n v e n i e n c e  to the 

co nsumer. In A l a sk a,  this is a m a t t e r  of c r i t i c a l  c o n c e r n .

W h e n  s e e k i n g  to a t t r a c t  new industry, n o n t a x  s t a t es  o p e n l y  a d v e r t i s e  

that they h a v e  no i n v e n t o r y  tax.

A t t a c h e d  is a list of the forty (40) states, plus the D i s t r i c t  

of Colu mb ia , that have  acted to repeal or s u b s t a n t i a l l y  r e d u c e  the 

i n v e n t o r y  tax. N o t e  that t w e n t y - s e v e n  (27) states, pl u s  the D i s t r i c t ,  

hav e c o m p l e t e l y  r e p e a l e d  it or are in p r o c e s s  of c o m p l e t e l y  p h a s i n g

it out. (Note also, in this connection,' that on M a r c h  14, 1979 the

I l li no is S u p r e m e  Co ur t d e c l a r e d  the p e r so n al  prop 'rty t a x  a b o l i s h e d  

as of J a n u a r y  1, 1979 i r r e s p e c t i v e  of w h e t h e r  or n o t  the l e g i s l a t u r e  

acts to i m p l e m e n t  its p r i o r  c o n s t i t u t i o n a l  m a n d a t e . )

M o s t  of these a c t i o n s  h a v e  occ ur r ed  during the p a s t  d o z e n  y e a r s  

and there is every in d ic a ti o n that the trend wi l l  c o n t i n u e .  No 

s t at e  that has r e p e a l e d  its i n v e n to ry  tax has ev er  r e i m p o s e d  it.

The e v i d e n c e  shows just the op posite. States  th a t have a b o l i s h e d

the tax are r e p o r t i n g  i n c r e a s e d  b usines s a c t i v i t y  and m o r e  jobs 

c r e a t e d  from i m p r o v e m e n t  in the state's b u s i n e s s  c l i m a t e .  S t a t e  

and local tax r e v e n u e s  have i n c r e as e d due to i m p r o v e d  s a l e s  tax 

and income tax c ol le c t i o n s .  In cr eases in the n u m b e r  of j o b s  l o w e r s  

w e l f a r e  and u n e m p l o y m e n t  insurance costs. The r e p e a l e d  i n v e n t o r y



tax i n c r e a s e s  the e f f i c i e n c y  of city and town a d m i n i s t r a t i o n  by 

p e r m i t t i n g  greate r a t t e n t i o n  to a p pr ai sal of real p r o p e r t y  a n d  

o t h e r  items of p e r s o n a l  p r o p e r t y  that r e m ai n  subj e ct  to tax.

And, mo st  impo r ta n tl y,  a r e p e a l e d  i n v e n t o r y  tax re mo ve s the p y r a m i d i n g  

of i n v e n t o r y  tax costs t h r o u g h  the va ri o us  trade levels w h i c h  are

re fl e ct e d in the pr ice of c o n s u m e r  goods.

In summ ar y, the i n v e n t o r y  tax is unfair, u n w i e l d y  and u n w o r k a b l e ,  

and has b e e n  r e c o g n i z e d  as s uc h  by most states w h i c h  s e e k  to a t t r a c t

and r e t a i n  a wi de  v a r i e t y  of bu s in e ss  and industry. If a tax falls

u n f a i r l y  upon a lim i te d few, arid if its e n f o r c e m e n t  is i r r e g u l a r  

and c o m p l i a n c e  strained, then the tax should be a b o l i s h e d  and a 

b etter s y s t e m  s u b s t i t u t e d  in its place. The tax on i n v e n t o r i e s  

should be repealed.



T A X A T I O N  OF  B U S I N E S S  I N V E N T O R I E S

A l a b a m a

A r i z o n a

C a l i f o r n i a  

C o l o r a d o  . 

C o n n e c t i c u t  

D e l a w a r e

D i s t r i c t  of  
C o l u m b i a

F l o r id a

H a w a i i

Id ah o 

I Ilinoi s

In di an a

I owa

M a i n e

M a r y l a n d

M a s s a c h u s e t t s

M i c h i g a n

M i n n e s o t a

M i s s i s s i p p i

I n v e n t o r y  t ax  r e p e a l e d  b y  c o n s t i t u t i o n a l  a m e n d m e n t  
e f f e c t i v e  10/1/7*8.

S t a t e  c o n s t i t u t i o n  e x e m p t s  all i n v e n t o r i e s  e f f e c t i v e  
1964.

I n v e n t o r i e s  tax ed  at .55 of v a l u e  e f f e c t i v e  7 / 1 /7 8 . 

955 e x e m p t i o n  on i n v e n t o r i e s  e f f e c t i v e  1973.

I n v e n t o r y  t a x  p h a s e s  out by 1982.

E x e m p t s  all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s ,  
e f f e c t i v e  1953.

I n v e n t o r i e s  e x e mp t  e f f e c t i v e  1974.

905 e x e m p t i o n  for i n v e n t o r i e s  of  f i n i s h e d  g o o d s ,
995 e x e m p t i o n  for go od s in p r o c e s s  and r aw  m a t e r i a l s ,  
e f f e c t i v e  1978.

E x e m p t s  all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s ,  
e f f e c t i v e  1947.

I n v e n t o r i e s  e x e m p t  e f f e c t i v e  1971.

An a p p r ov e d c o n s t i t u t i o n a l  a m e n d m e n t  to e x e m p t  
all p e r s o n a l  p r op e r t y ,  i n c l u d i n g  i n v e n t o r i e s ,  
e f f e c t i v e  1/1/79, has y e t  to b e  i m p l e m e n t e d  by 
the le g is l at u re .

355 e x e m p t i o n  on i n v e n t o r i e s  p l u s  205 p r o p e r t y  tax 
c r e d i t .

A n n u a l l y  i n c r e a s e s  p e r s o n a l  p r o p e r t y  c r e d i t s  u n t i l  
t o t a l  e x e m p t i o n  is reached, p r o b a b l y  in 1986.

I n v e n t o r i e s  e x em pt  e f f e c t i v e  1977.

Lo ca l  o p t i o n  p h a s e - o u t  of i n v e n t o r y  tax is in 
p ro g r e s s ,  e a c h  c o u n t y  h a v i n g  d i f f e r e n t  e f f e c t i v e  
date.

A ll  p e r s o n a l  pr o p er t y,  i n c l u d i n g  i n v e n t o r i e s ,  is 
e x e m p t  u n l e s s  t a x p a y e r  is s u b j e c t  to t h e  c o r p o r a t e  
e x c i s e  tax.

I n v e n t o r i e s  e xempt e f f e c t i v e  1976.

I n v e n t o r i e s  ex em pt e f f e c t i v e  1967.

Ex em p ts  m a n u f a c t u r e d  p r o d u c t s  in h a n d s  of  m a n u f a c t u r e r  
e f f e c t i v e  1942,

M o n t a n a 935 e x e m p t i o n  on i n v e n t o r i e s  e f f e c t i v e  1975.



N e b r a s k a  

N e v a d a  .

N e w  Ha m ps h ir e

N e w  J e r s e y  

N e w  M e x i c o  

N e w  Y o r k

N o r t h  C a r o l in a

N o r t h  Dakota

O hi o

O r e g o n  - • • 

P e n n s y l v a n i a

R ho d e Island 

S ou t h Carolina 

S o u t h  Dakota t

T e n n e s s e e

Utah

V e r m o n t

Virginia

W a s h i n g t o n

W i s c o n s i n

W y o m i n g

I n v e n t o r i e s  e x e m p t  e f f e c t i v e  1979.

1978 c o n s t i t u t i o n a l  a m e n d m e n t  p h a s e s  o u t  the 
i n v e n t o r y  tax ove r four y e a r s  a n d  a u t h o r i z e s  the 
l e g i s l a t u r e  to e x e m p t  all o t h e r  p e r s o n a l  p r o p e r t y .

E x e m p t s  all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s  
e f f e c t i v e  1970.

I n v e n t o r i e s  e x e m p t  e f f e c t i v e  1966.

I n v e n t o r i e s  e x e m p t  e f f e c t i v e  1974.

E x e m p t s  all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s  
e f f e c t i v e  1917.

P a r t i a l l y  exempts m a n u f a c t u r e r s” i n v e n t o r i e s  
e f f e c t i v e  1/1/80.

E x e m p t s  all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s  
e f f e c t i v e  1970.

P h a s i n g  in an i n v e n t o r y  tax e x e m p t i o n  of 65%. 

I n v e n t o r i e s  e x e m p t  e f f e c t i v e  1980.

E x e m p t s  all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s
e f f e c t i v e  1959.

E x e m p t s  m a n u f a c t u r e r s '  i n v e n t o r i e s e f f e c t i v e 1966 .

E x e m p t s  m a n u f a c t u r e r s '  i n v e n t o r i e s e f f e c t i v e 1962 .

I n v e n t o r i e s  e x e mp t  e f f e c t i v e  1979.

I n v e n t o r i e s  e x em p t e f f e c t i v e  1972.

I n v e n t o r i e s  exemp t e f f e c t i v e  1973.

I n v e n t o r i e s  e xempt  on local o p t i o n basis.

I n ve n to r ie s  ex em pt in all c o u n t i e s that i m p o s e
l i c e ns e  tax. •

I n v e n t o r y  tax p h a s e - o u t ,  w i t h  full e x e m p t i o n in 198 3

I n v e n to r y tax p h a s e - o u t ,  w i t h  full e x e m p t i o n in 198 1

I n v e n t o r i e s  «_xenpt e f f e c t i v e  1972 .
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The i n v e n t o r y  tax is the most u nf a ir  and i n e q u i t a b l e  b u s i n e s s  tax 

in A l a s k a  today. This tax has be e n c o n d e m n e d  r e p e a t e d l y  b y  the 

F e d e r a l  A d v i s o r y  C o m m i s s i o n  on I n t e r g o v e r n m e n t a l  R e l a t i o n s  and 

by i n n u m e r a b l e  state level l eg i sl a t i v e  and a d m i n i s t r a t i v e  studies.

Many of their co nc l u si o ns  are well kn own and we  think it is u n n e c­

ess a r y  to d w e l l  on them at length, but we do think the y s h o u l d  be 

s ta t ed  b r i e f l y  for the record. The i n v e n t o r y  tax is u n f a i r  in that 

it b e a r s  no r e l a t i o n  to profit or loss, p l a c i n g  a h e a v y  b u r d e n  on 

one s e g m e n t  of the business c o m m u n i t y  w h i c h  is not sh ar ed, either 

by p r i v a t e  c i t i z e n s  or by other segments of  the b u s i n e s s  and p r o ­

fess i o n a l  c o mm u ni ty .  The business or p r o f e s s i o n  that do e s not hol d 

m e r c h a n d i s e  for resale, but w h o  m ay  deal w i t h  servi ces, p r o f e s s i o n a l  

or o t h e r w i s e ,  pays no similar tax. In fact, the m e r c h a n t  w h o  

a t t e m p t s  to c o m p et e  e ff i ci en t ly  by s t o c ki n g more sizes to serve the 

h a r d - t o - f i t ,  w ho  has more in v en t o r y  and less turnover, end s up p a y i n g  

more i n v e n t o r y  tax -- even if there is no p r of it  w i t h  w h i c h  to pay it.

Taxes on the same amou nt of i nv e n t o r y  var y wide l y b e c a u s e  of d i f f e r e n t  

local tax rate s and di ff erent me th o d s used by ta x payers in d e t e r m i n i n g  

" f a i r  m a r k e t  value", wit h some taxpayers p a y i n g  a tax on m a x i m u m  

v al u e w h i l e  other s pay on a m uc h  lower amount. I n v e n to ry  taxes are, 

by u n i v e r s a l  admiss ion, almost im poss i bl e  to a d m i n i s t e r  fairly, ev e n 

by the most c o n s c i e n t i o u s  tax assessor.



I n v e n t o r y  taxes d i s c o u r a g e  the w a r e h o u s i n g  of goods w i t h i n  the 

S t at e  and can cause se rious d i s r u p t i o n s  in the flow of goo ds, 

h i g h e r  p r ic es  (such as freight) and mo re  i n c o n v e n i e n c e  t o  the 

co nsumer. In Al aska, this is a m a t t e r  of c r i t i c a l  co nc e rn .

W h e n  s e e k i n g  to a t t ra c t new in du stry, n o n t a x  states  o p e n l y  a d v e r t i s e  

that they h a v e  no i n v e n t o r y  tax.

A t t a c h e d  is a list of  the forty (40) states, plus the D i s t r i c t  

of C ol u mb ia , that hav e acted to repeal or s u b s t a n t i a l l y  r e d u c e  the 

i n v e n to r y tax. Not e that t w e n t y - s e v e n  (27) states, p l u s  the D i s t r i c t ,  

have c o m p l e t e l y  r e p e a l e d  it or are in p r o c e s s  of c o m p l e t e l y  p h a s i n g  

it out. '(Note also, in this connection,' that on M a r c h  14  , 1979 the 

I llinoi s S u p r e m e  Co urt d e c la re d  the p e r s o n a l  p r o p e r t y  t a x  a b o l i s h e d  

as of J a n u a r y  1, 1979 i r r e sp e ct i ve  of w h e t h e r  or not the l e g i s l a t u r e  

acts to i m p l e m e n t  its p ri or  c o n s t i t u t i o n a l  ma nd at e. )

Most  of these ac tio ns have o c cu r r e d  during the pa st  d o z e n  years 

and there is every in d ic a t i o n  that the trend wi l l  c on ti n ue .  No 

sta te that has re pe aled its in v en to r y tax has ever r e i m p o s e d  it.

The e v i d e n c e  shows just the op posite. States that have a b o l i s h e d  

the tax are r e p o r t i n g  in c r ea s ed  b u s i n es s  a c t i v i t y  and m o r e  jobs 

c r e a te d  from i m p r o v e m e n t  in the s t a t e’s b u s ine s s c l i ma t e.  S t a t e  

and local tax rev e nu es  have i n c r ea se d  due to i m pr ov ed  s a l e s  tax 

and income tax colle ct io ns. Increases in the n u m b e r  of jobs l owers  

w e l f a r e  and u n e m p l o y m e n t  in su ra nc e costs. The r e p e al ed  i n v e n t o r y



tax i n c r e a s e s  the e f f i c i e n c y  o f  city and town a d m i n i s t r a t i o n  by 

p e r m i t t i n g  g r e a t e r  a t t e n t i o n  to a pp r ai s al  of  r e a l  p r o p e r t y  and 

o t h e r  items of p e r s o n a l  p r o p e r t y  th at  r e m a i n  s u b j e c t  to tax.

And, mo s t  i m p o r t a n t l y ,  a r e p e a l e d  i n v e n t o r y  tax r e m o v e s  the p y r a m i d i n g  

of i n v e n t o r y  tax costs t h r o u gh  the va r io u s trade l e v e l s  w h i c h  are

r e f l e c t e d  in  the p r i c e  of c o n s u m e r  goods.

In summ ary, the i n v e n t o r y  tax is un fair, u n w i e l d y  and u n w o r k a b l e ,  

and h a s  b e e n  r e c o g n i z e d  as s u c h  by most states w h i c h  s e e k  to a t t r a c t

and r e t a i n  a wi de  v a r i e t y  of b u s i n e s s  and i n d u s t r y .  If a tax falls

u n f a i r l y  u p o n  a l i m it e d few, and if its e n f o r c e m e n t  is i r r e g u l a r  

and c o m p l i a n c e  strained, then the tax sh ould be a b o l i s h e d  and  a 

b e t t e r  s y s t e m  s u b s t i t u t e d  in its pl a. e. .  The tax on i n v e n t o r i e s  

s h o u l d  be r e p e a le d.



A l a b a m a

A r i z o n a

California- 

C o l o r a d o  . 

C o n n e c t i c u t  

D e l a w a r e

D i s t r i c t  of 
C o l u m b i a

F l o r i d a

H a w a i i

Idaho

Ill in o is

Indi a na

Iowa

Maine

M a r y l a n d

M a s s a c h u s e t t s

M i c h i g a n

M i n n e s o t a

M i s s i s s i p p i

T A X A T I O N  OF B U S I N E S S  I N V E N T O R I E S

I n v e n t o r y  tax r e p e a l e d  by  c o n s t i t u t i o n a l  a m e n d m e n t  
e f f e c t i v e  10/1/7*8.

S t a t e  c o n s t i t u t i o n  e x em pt s  all i n v e n t o r i e s  e f f e c t i v e  
1*964.

I n v e n t o r i e s  t a x e d  at .51 of v a l u e  e f f e c t i v e  7/1/78. 

95% e x e m p t i o n  on i n v e n t o r i e s  e f f e c t i v e  1973.

I n v e n t o r y  tax p h a s e s  out by 1982.

E x e m p t s  all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s ,  
e f f e c t i v e  1953.

I n v e n t o r i e s  e x e m p t  e f f e c t i v e  1974,

90% e x e m p t i o n  for i n v e n t o r i e s  of f i n i s h e d  g o o d s ,
99% e x e m p t i o n  for goo ds  in p r o c e s s  a n d  r a w  m a t e r i a l s ,  
e f f e c t i v e  1978.

E x e m p t s  all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s ,  
e f f e c t i v e  1947.

I n v e n t o r i e s  e x e m p t  e f f e c t i v e  1971.

A n  a p p r o v e d  c o n s t i t u t i o n a l  a m e n d m e n t  to e x e m p t  
all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s ,  
e f f e c t i v e  1/1/79, has y e t  to be i m p l e m e n t e d  by 
t he  l eg i sl a t u r e .

35% e x e m p t i o n  on i n v e n t o r i e s  pl u s  20% p r o p e r t y  t ax  
credit.

A n n u a l l y  i n c r e a s e s  p e r s o n a l  p r o p e r t y  c r e d i t s  u n t i l  
•total e x e m p t i o n  is re ac hed, p r o b a b l y  in 1986.

I n v e n t o r i e s  e x e m p t  e f f e c t i v e  1977.

L o c a l  o p t i o n  p h a s e - o u t  of i n v e n t o r y  tax is in 
p r o g r es s , ea c h  c o u n t y  h a v i n g  d i f f e r e n t  e f f e c t i v e  
date.

A l l  p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s ,  is 
e x e m p t  u n l e s s  t a x p a y e r  is s u b j e c t  to the c o r p o r a t e  
e x c i s e  tax.

I n v e n t o r i e s  e x e m p t  e f f e c t i v e  1976.

I n v e n t o r i e s  e xe mp t  e f f e c t i v e  1967.

E x e m p t s  m a n u f a c t u r e d  p r o d u c t s  in h a n d s  of  m a n u f a c t u r e r ,  
e f f e c t i v e  1942.

93% e x e m p t i o n  on i n v e n t o r i e s  e f f e c t i v e  1975.



N e b r a s k a  

N e v a d a  .

N e w  H a m p s h i r e

N e w  J e r s e y  

N e w  M e x i c o  

N e w  Y o r k

N o r t h  C a r o l i n a

N o r t h  D a k o t a

O hi o

O r e g o n  - • ■ 

P e n n s y l v a n i a

R h o d e  Is la nd

S o u t h  C a r o l i n a

S o u t h  D a k o t a ^

T e n n e s s e e

U t a h

V e r m o n t

V i r g i n i a

W a s h i n g t o n

W i s c o n s i n

W y o m i n g

I n v e n t o r i e s  e x e m p t  e f f e c t i v e  1979..

1978 c o n s t i t u t i o n a l  a m e n d m e n t  p h a s e s  o u t  the 
i n v e n t o r y  t a x  ov er  four y e a r s  a n d  a u t h o r i z e s  the 
l e g i s l a t u r e  to e x e m p t  all o t h e r  p e r s o n a l  p r o p e r t y .

E x e m p t s  all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s  
e f f e c t i v e  1970.

•»

I n v e n t o r i e s  e x e mp t e f f e c t i v e  1966.

I n v e n t o r i e s  e x e m p t  e f f e c t i v e  1974.

E x e m p t s  all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s  
e f f e c t i v e  1917.

P a r t i a l l y  e x e mp t s m a n u f a c t u r e r s '  i n v e n t o r i e s  
e f f e c t i v e  1/1/S0.

E x e m p t s  all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s  
e f f e c t i v e  1970.

P h a s i n g  in an i n v e n t o r y  tax e x e m p t i o n  of  65%. 

I n v e n t o r i e s  e x e mp t  e f f e c t i v e  1980.

E x e m p t s  all p e r s o n a l  p r o p e r t y ,  i n c l u d i n g  i n v e n t o r i e s  
e f f e c t i v e  1939.

E x e m p t s  m a n u f a c t u r e r s '  i n v e n t o r i e s  e f f e c t i v e  1966.

E x e m p t s  m a n u f a c t u r e r s '  i n v e n t o r i e s  e f f e c t i v e  1962.

I n v e n t o r i e s  e x em pt  e f f e c t i v e  1979.

I n v e n t o r i e s  e x e m p t  e f f e c t i v e  1972..

I n v e n t o r i e s  ex em pt  e f f e c t i v e  1973.

I n v e n t o r i e s  exem pt  on local o p t i o n  basis.

In ve n t o r i e s  e x e m p t  in all c o u n t i e s  that i m p o s e  
l i c e n s e  tax.

I n v e n t o r y  t a x  p h a s e - o u t ,  w i t h  full e x e m p t i o n  in 1983 

I n v e n t o r y  t a x  p h a s e - o u t , w i t h  full e x e m p t i o n  in 1981 

I n v e n t o r i e s  ex em p t e f f e c t i v e  1972.
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