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Hon . P a t r i c k  R o d ey , C ha irm an 
Sena te  S t a t e  A f f a i r s  C om m it te e  
A la s k a  S t a t e  L e g i s l a t u r e  
P . 0 . B ox V (MS 3100)
J u n e a u , A la s k a  99811

Res S e n a te  B i l l  N o . 279

I r e p r e s e n t  G u a d a lu p e , i n c . ,  b u t  I  w r i t e  a l s o  on b e h a l f  o f  a l l  
o t h e r  e le em o sy n a ry  o r g a n i z a t i o n s  s i m i l a r l y  s i t u a t e d  i n  s u p p o r t  
o f  S e n a te  B i l l  N o . 2 7 9 . I  r e q u e s t  t h a t  you make t h e s e  comments 
a v a i l a b l e  t o  a l l  members o f  t h e  S e n a t e  S t a t e  A f f a i r s  C omm it te e  
p r i o r  t o  t h e  C om m i t t e e ' s  c o n s i d e r a t i o n  o f  S e n a t e  B i l l  N o . 2 7 9 ,

L e t  me f i r s t  i n t r o d u c e  G u a d a lu p e , I n c . ,  w h ich  i s  an A la s k a  n o n ­
p r o f i t  m em bersh ip  c o r p o r a t i o n  o r g a n i z e d  t o  s u p p o r t ,  f i n a n c i a l l y  
and o t h e rw i s e ,  O u r Lady <5f G u a d a lu p e  P a r i s h  i n  A n c h o r a g e . I t s  
n o n - p r o f i t  s t a t u s  i s  r e c o g n i z e d  by t h e  i n t e r n a l  Revenue S e r v i c e  
un d e r S e c . 5 0 1 ( C ) ( 3 )  o f  t h e  I n t e r n a l  Revenue C o d e . The c o r p o ­
r a t i o n ' s  p r im a ry  a c t i v i t y  i s  t h e  One More Time G i f t  S h o p , which 
s e l l s  a t  v e ry  a t t r a c t i v e  p r i c e s  t h e  u s e d  c l o t h i n g  and o t h e r  
i t em s  d o n a t e d  f o r  t h a t  p u r p o s e  by p a r i s h i o n e r s  and o t h e r  mem­
b e r s  o f  t h e  p u b l i c .  A l l  p r o c e e d s  o f  t h i s  o p e r a t i o n  b ey ond  i t s  
m ode s t o p e r a t i n g  e x p e n s e s  a r e  u se d  e x c l u s i v e l y  i n  s u p p o r t  o f  
t h e  p a r i s h .  The c o r p o r a t i o n  and t h r i f t  s h o p  a r e  s t a f f e d  e n ­
t i r e l y  by v o l u n t e e r s .

G u a d a lu p e , I n c .  c l a im s  e x em p t i o n  f r om  l o c a l  t a x e s  on t h e  i n ­
v e n t o ry  o f  t h e  t h r i f t  s h o p , t h a t  i s ,  t h e  d o n a t e d  m e rc h a n d is e  
i t  ha s f o r  s a l e  u n d e r  AS 2 9 ,5 3 . 0 2 0 ?  t h e  M u n i c i p a l i t y  o f  A n c h o r ­
age h a s l e v i e d  a p r o p e r t y  t a x  on t h a t  i n v e n t o r y ,  c i t i n g  i n  s u p ­
p o r t  o f  t h a t  a c t i o n  C i t y  o f  Nome v s .  c a t h o l i c  B i s h o p  o f  N o r ­
t h e r n  A la s k a  e t  a l . , 707 P . 2d 870 (A la s k a  1 9 8 5 ) .  The C o u r t  h e r e  
d i s t i n g u i s h e d  be tw een p r o p e r t y  u s e d  p r im a r i l y  and d i r e c t l y  f o r  an 
exem p t p u r p o s e  and p r o p e r t y  u s e d  t o  r a i s e  fu n d s  f o r  an exem p t 
p u r p o s e . ( S y l l a b u s ,  n o t e  1 2 ,  page .8 7 1 , and t e x t  o f  o p i n i o n ,  n o t e s  
12 and 1 3 , p ag es 8 7 9 - 8 8 0 ) .  T h is  d i s t i n c t i o n  i s  made p u r s u a n t  t o  
t h e  r u l e  t h a t  t a x  e x em p t i o n  s t a t u t e s  a r e  n a r r ow ly  c o n s t r u e d  and 
d o e s  n o t  c o n s i d e r  t h e  l e g i s l a t i v e  i n t e n t .  In  any c a s e ,  t h e  r e ­
s u l t  o f  t a x i n g  t h e  i n v e n t o r i e s  o f  t h e s e  t h r i f t  s h o p s  i s  t o  p la c e  
a f u r t h e r  b u rd en  on  t h e i r  a l r e a d y  bu rd en som e t a s k  o f  p r o d u c i n g  
fu n d s  t o  s u p p o r t  v a r i o u s  v i t a l  and e s s e n t i a l  s e r v i c e s .

I f  t h e  t h r i f t  s h o p ’ i n v e n t o r y  o f  G u a d a lu p e , I n c .  i s  n o t  exem pt f rom  
l o c a l  p r o p e r t y  t a a x e s  u n d e r  A S  2 9 . 5 3 . 0 2 0 ,  t h e n  n e i t h e r  a r e  th e  i n -
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v e n t o r i e s  o f  s i m i l a r  e n t e r p r i s e s  in A n c h o r a g e  a n d  e l s e w h e r e  in 
Alaska. I cite, for e x a m p l e ,  the t h r i f t  s h o p s  o p e r a t e d  by the 
S a l v a t i o n  Army, E a s t e r  Se a l s ,  C a t h o l i c  S o c i a l  S e r v i c e s ,  and the 
S o c i e t y  for the P r e v e n t i o n  o f  C r u e l t y  t o  A n i m a l s .  A l l  of these 
a g e n c i e s  are d e p e n d e n t  f o r  o p e r a t i n g  f u n d s  o n  the e a r n i n g s  of 
t h eir t h r i f t  shops; a l l  are p r o v i d i n g  e s s e n t i a l  so c i a l  s e r v i c e s  
w h i c h  w o u l d  o t h e r w i s e  be t h e  r e s p o n s i b i l i t y  o f  g o v e r n m e n t  - and 
th e y  p r o v i d e  t h e m  at l e s s  c o s t  and w i t h  an e x t r a  d i m e n s i o n  of 
h u m a n i t y .  To f o l l o w  a t a x  p o l i c y  w h i c h  p r e j u d i c e s  t h e i r  a b i l i t y  
to r a i s e  f u n d s  for o p e r a t i n g  e x p e n s e s  is c l e a r l y  b a d  t a x  p o l i c y  
and, in fact, j u s t  b a d  p u b l i c  p o l icy.

T h e s e  t h r i f t  s h o p s  f u n c t i o n  in o t h e r  w a y s  in s u p p o r t  o f  s o u n d  
p u b l i c  p o l i c i e s .  It c e r t a i n l y  is in  the p u b l i c  i n t e r e s t  that 
the less a f f l u e n t  in o u r  s o c i e t y  h a v e  s o u r c e s  o f  c l o t h i n g  and 
o t h e r  n e c e s s i t i e s  a t  l o w  c ost; it is l i k e w i s e  i n  the p u b l i c  i n­
ter e s t  t h a t  the r e c y c l i n g  o f  s e r v i c e a b l e  i t e m s  be faci l i t a t e d .  
T h r i f t  s h o p s  p r o v i d e  t h e  m e a n s  for both.

A l t h o u g h  I a m  n o t  i n f o r m e d  as to t h e  t a x i n g  p r a c t i c e  e l s e w h e r e  
in A l a s k a ,  l o c a l  g o v e r n m e n t s  don-'.fc d e t e r m i n e  t h e  e x e m p t i o n  of 
p r o p e r t y  f r o m  t a x a t i o n .  T h e  law m u s t  be u n i f o r m l y  a p p l i e d  
t h r o u g h o u t  A l a s k a .  If the i n v e n t o r i e s  o f  t h e s e  s h o p s  a r e  t a x­
able in A n c h o r a g e ,  t h e y  are a l s o  t a x a b l e  e l s e w h e r e .

I ur g e  t h e  m e m b e r s  o f  t h e  S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  to r e­
po r t  h'.s b i l l  to t h e  S e n a t e  w i t h  a u n a n i m o u s  r e c o m m e n d a t i o n  
that -t p a s s  the S e n ate. I f u r t h e r  u r g e  t h e  m e m b e r s  of the 
C o m m i t t e e  to e m p l o y  t h e i r  b e s t  e f f o r t s  to f a c i l i t a t e  f a v o r a b l e  
a c t i o n  in the S e n a t e  C o m m i t t e e  on  R e g i o n a l  a n d  C o m m u n i t y  A f­
fairs, the n e x t  r e f e r r a l ,  a n d  its p a s s a g e  b y  t h e  L e g i s l a t u r e .
I k n o w  t h a t  it is l a t e  in the s e ssion, b u t  I t h i n k  the i s sue 
c l e a r  and, I s h o u l d  th i n k ,  c l o t h e d  w i t h  l i t t l e  o r  n o  c o n t r o­
versy. W i t h  r e a s o n a b l e  d i l i g e n c e ,  S e n a t e  B i l l  No. 279 c o u l d  
be e n a c t e d  at th i s  s e s s i o n  of the L e g i s l a t u r e .

I t h a n k  you, Mr. C h a i r m a n ,  a n d  the o t h e r  m e m b e r s  o f  the S e n a t e  
S t a t e  A f f a i r s  C o m m i t t e e  f o r  t h e  o p p o r t u n i t y  to b e  h e a r d  and 
for t h e i r  k i n d - c o n s i d e r a t i o n  of  t h e s e  r e marks.

R e s p e c t f u l l y  yo u r s ,

G u a d a l u p e ,  Inc.

Vice-President
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WALTER J. HICKEL, GOVERNOR

□  P.O. BOX B
JUNEAU. ALASKA 99811-2100 
PHONE: (907) 465-4700
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P r o g r a m  E f f e c t s

S e n a t e  B i l l  2 7 9  w o u l d  c h a n g e  t h e  f u n d a m e n t a l  c o n c e p t  o f  t h e  
p r o p e r t y  t a x  e x e m p t i o n  u n d e r  A S  2 9 . 4 5 . 0 3 0 ( c ) ,  w h i c h  s e t s  o u t  
t h e  c o n d i t i o n s  u n d e r  w h i c h  c e r t a i n  i n c o m e - p r o d u c i n g  p r o p e r t y  i s  
r e q u i r e d  t o  b e  e x e m p t  f r o m  t a x a t i o n .  U n d e r  c u r r e n t  l a w ,  t h e  
e x e m p t i o n  i s  t i e d  t o  t h e  e x c l u s i v e  u s e  o f  t h e  p r o p e r t y .  T h e  
p r o p o s a l  i n  S B  2 7 9  w o u l d  c h a n g e  t h e  e x e m p t i o n  c o n c e p t  f r o m  
e x c l u s i v e  u s e  o f  t h e  p r o p e r t y ,  a n d  t i e  i t  t o  t h e  t y p e  o f  g r o u p  
w h i c h  w o u l d  u s e  t h e  i n c o m e  d e r i v e d  f r o m  t h e  p r o p e r t y .

C o m m e n t s

I t  i s  t h e  D e p a r t m e n t ' s  u n d e r s t a n d i n g  t h a t  t h e  p u r p o s e  o f  t h i s  
l e g i s l a t i o n  i s  t o  c o r r e c t  t h e  i n e q u i t a b l e  t a x  t r e a t m e n t  o f  
c e r t a i n  b u s i n e s s  i n v e n t o r y  a c r o s s  t h e  S t a t e  w h i c h  i s  s i m i l a r l y  
s i t u a t e d .  T o  t h a t  e n d ,  t h e  D e p a r t m e n t  s u p p o r t s  t h e  c o n c e p t  o f  
t h i s  p r o p o s a l .  W h i l e  w e  d o  n o t  i n  f a c t  k n o w  o f  i n s t a n c e s  o f  
i n e q u i t a b l e  t a x  t r e a t m e n t  o f  p r o p e r t y  u s e d  e x c l u s i v e l y  f o r  
r e l i g i o u s ,  c h a r i t a b l e ,  o r  o t h e r  p u r p o s e s  s e t  o u t  u n d e r  
A S  2 9 . 4 5 . 0 3 0 ( a ) ( 3 ) ,  i f  t h e r e  i s  s u c h  a  p r o b l e m ,  w e  b e l i e v e  i t  
s h o u l d  b e  c o r r e c t e d .

We d o  h a v e  s e r i o u s  c o n c e r n s ,  h o w e v e r ,  w i t h  t h e  c u r r e n t  l a n g u a g e  
i n  S B  2 7 9 .  A s  w e  r e a d  t h e  b i l l ,  i t  a p p e a r s  t o  t a k e  t h e  
e x e m p t i o n  a l l o w a n c e  i n  a  d i f f e r e n t  d i r e c t i o n  t h a n  i n t e n d e d .  We
b e l i e v e ,  f o r  e x a m p l e ,  t h e  l a n g u a g e  i n  
A m e r i c a n  L e g i o n  f a c i l i t i e s  a n d  t h e i r  
l i t e r a l l y  a n y  t y p e  o f  a c t i v i t y  o n  
p r o p e r u y  a n d  s t i l l  r e c e i v e  a  m a n d a t o r y  
c o u l d  d e m o n s t r a t e  t h e y  a r e  a  c h a r i t a b l e  
b e l i e v e  t h i s  p r o p o s e d  l a n g u a g e  w o u l d  
A n c h o r a g e  B o r o u g h  v e r s u s  S i s t e r s  o f  C h a r i t y  S u p r e m e  C o u r t  c a s e ,  
t h e r e b y  c a u s i n g  a  r e q u i r e d  p r o p e r t y  t a x  e x e m p t i o n  t o  a t t a c h  t o  
c e r t a i n  h o s p i t a l  p r o p e r t y  i n  A n c h o r a g e  u s e d  f o r  p r i v a t e  
b u s i n e s s  p u r p o s e s .

t h e  b i l l  w o u l d  a l l o w  
a u x i l i a r i e s  t o  p u r s u e  
t h e i r  i n c o m e - p r o d u c i n g  
t a x  e x e m p t i o n ,  i f  t h e y  
o r g a n i z a t i o n .  We a l s o  
o v e r t u r n  t h e  G r e a t e r

21-PILH
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A n y  t i m e  a  b a s i c  c o n c e p t  o f  t a x a t i o n  i s  p r o p o s e d  t o  b e  c h a n g e d ,  
i t  i s  t h e  D e p a r t m e n t ' s  p o s i t i o n  t h a t  i n t e r e s t e d  p a r t i e s  s h o u l d  
p r o c e e d  w i t h  t h e  g r e a > .  ' s t  c a r e  a n d  d e l i b e r a t i o n .  We t h e r e f o r e  
u r g e  t h e  S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  t o  d o  t h e  n e c e s s a r y  
r e s e a r c h  a n d  s t u d y  t o  b e  c e r t a i n  f i r s t  o f  a l l  t h a t  p r o b l e m s  o f  
i n e q u i t a b l e  t a x  t r e a t m e n t  a c t u a l l y  e x i s t .  I f  t h e y  d o ,  t h e n  w e  
w o u l d  u r g e  t h e  C o m m i t t e e  t o  p r o c e e d  w i t h  t h e  u t m o s t  c a u t i o n  
b e f o r e  a m e n d i n g  a n y  f u n d a m e n t a l  c o n c e p t  o f  t a x a t i o n  i n  a n  
a t t e m p t  t o  c o r r e c t  t h o s e  t a x  i n e q u i t i e s .

T h e  D e p a r t m e n t  s t a n d s  r e a d y  t o  a s s i s t  t h e  L e g i s l a t u r e  i n  d o i n g  
t h e  n e c e s s a r y  r e s e a r c h  a n d  s t u d y i n g  t h e  i s s u e .  T h e n ,  i f  
n e c e s s a r y ,  w e  w o u l d  a l s o  b e  e a g e r  t o  a s s i s t  y o u  i n  d e v e l o p i n g  
b i l l  l a n g u a g e  t o  r e s o l v e  a n y  p r o b l e m s  o f  i n e q u i t a b l e  t a x  
t r e a t m e n t  w h i c h  m i g h t  e x i s t .
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D I V I S I O N  O F  L E G A L  S E R V I C E S

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA

P.O. Box Y, Juneau, Alaska 99811 
(907) 465-3867 or 465-2450 
F A X  (907) 465-2029

Deliveries to: 240 Main Street 
Court Plaza, Room 500 

Mail Stop 3101

M E M O R A N D U M April 12, 1991

SUBJECT: Municipal Tax Exemption (Work Order No. 7-1189)
Representative Dave Donley
Tamara Brandt Cook 
Director

TO:
FROM:

You have provided these facts. Anchorage levies an inventory tax on property sold 
by a thrift shop. The shop’s earnings are used for charitable purposes. The party 
responsible for the shop’s operation sought an exemption from the inventory tax. 
Citing .AS 29.45.030(a)(3) and the decisions in City of Nome v. Catholic Bishop. 707 
P.2d 870 (Alaska 1985) and Greater Anchorage Area Borough v. Sisters of Charity. 
553 P.2d 467 (Alaska 1976), municipal officials indicated that they could not grant an 
exception or exemption. You have asked if this interpretation is correct. It is my 
opinion that the interpretation may not be correct.
AS 29.45.030(a)(3) provides "The following property is exempt from general taxation: 
. . .  (3) property used exclusively for nonprofit religious, charitable, cemetery, 
hospital, or educational purposes..." In addition, AS 29.45.030(c) provides

Property described in (a)(3) or (4) of this section from which income 
is derived is exempt only if that income is solely from use of the 
property by nonprofit religious, charitable, hospital, or educational 
groups. If used by nonprofit educational groups, the property is 
exempt only if used exclusively for classroom space.

An argument could be made that the inventory of the thrift shop qualifies for the 
exemption under AS 29.45.030(c) because income is derived from it and it is used 
solely by a nonprofit charitable group, the group running the thrift shop.
The court in City of Nome v. Catholic Bishop, supra, noted at page 889:

In sum, property will not lose an exemption under AS 29.53.020(a)(3) 
even if payment is received for the use of the property if: (1) the 
property is used exclusively for exempt purposes; (2) the payment is



not sought as a result of a dominant profit motive; and (3) the 
payment is both incidental to and reasonably necessary for tlu 
accomplishment of the exempt activity and does not exceed the 
operating costs of the exempt activity for which payment is received.
If all the above are met, the property does not lose its exemption on 
account of the income. If (31 is not met, the property is only exempt 
if used for classroom space. (Emphasis added)

This case was decided in 1985 and the court specifically held the language under 
former AS 29.53.020(c) permitting the use of property for classroom space applied 
regardless of the type of group that used it, not just to educational groups. Effective 
January 1, 1986 AS 29.53.020(c) was replaced with existing AS 29.45.030(c) quoted 
above. It is clear that under the new statute property no longer has to be used for 
classroom space to be exempt if it is used by a charitable group. Thus, under the 
reasoning of the City of Nome v. Catholic Bishop case and in view of the change in 
the statute since that case was decided, it is quite possible that the court would find 
an exemption for the inventory would apply.
Unfortunately, there have been no Alaska Supreme Court cases considering the 
relationship between AS 29.45.030(a)(3) and AS 29.45.030(c) as those provisions 
apply to property used by charitable groups for purposes other than classroom space. 
In view of the fact that the taxpayer claiming a tax exemption bears the burden of 
producing sufficient evidence to prove the property’s eligibility for the exemption and 
that exemptions are narrowly construed, it cannot be determined with certainty that 
the court would find an exemption applies in this situation. However, there is no 
doubt that the language of AS 29.45.030(c) is much broader than that of the previous 
law.

' Representative Dave Donley
April 12, 1991
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(b) Compliance with the provisions of this section is a prerequisite 
to receipt of municipal tax resource equalization assistance under AS 
29.60.010 — 29.60.080 and state aid for miscellaneous municipal ser­
vices under AS 29.60.100 — 29.60.180. The department shall withhold 
annual allocations under those sections until municipal officials dem­
onstrate that the requirements of this section have been met. (§ 12 ch 
74 SLA 1985)

S ec. 29.45.030. R equired exem ptions, (a) The following property 
is exempt from general taxation:

(1) municipal, state, or federally owned property, except that a pri­
vate leasehold, contract, or other interest in the property is taxable to 
the extent of the interest;

(2) household furniture and personal effects of members of a  house­
hold;

(3) property used exclusively for nonprofit religious, charitable, 
cemetery, hospital, or educational purposes;

(4) property of a nonbusiness organization composed entirely of per­
sons with 90 days or more of active service in the armed forces of the 
United States whose conditions of service and separation were other 
than dishonorable, or the property of an auxiliary of that organiza­
tion;

(5) money on deposit;
(6) the real property of certain residents of the state to the extent 

and subject to the conditions provided in (e) of this section;
(7) real property or an interest in real property that is exempt from 

taxation under 43 U.S.C. 1620(d), as amended.
(b) In (a) of this section, "property used exclusively for religious 

purposes” includes the following property owned by a religious organi­
zation:

(1) the residence of a bishop, pastor, priest, rabbi, minister, or reli­
gious order of a recognized religious organization;

(2) a structure, its furniture, and its fixtures used solely for public 
worship, charitable purposes, religious administrative offices, reli­
gious education, or a nonprofit hospital;

(3) lots required by local ordinance for parking near a structure 
defined in (2) of this subsection.

(c) Property described in (a)(3) or (4) of this section from which 
income is derived is exempt only if that income is solely from use of 
the property by nonprofit religious, charitable, hospital, or educa­
tional groups. If used by nonprofit educational groups, the property is 
exempt only if used exclusively for classroom space.

(d) Laws exempting certain property from execution under the Code 
of Civil Procedure (AS 09) do not exempt the property from taxes 
levied and collected by municipalities.
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