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I h a v e  r e v i e w e d  H o u s e  B i l l  2 1 1  w h i c h ,  if e n a c t e d ,  w i l l  a m e n d  A S  
2 9 . 4 5 . 0 5 0 .  I h a v e  a l s o  d i s c u s s e d  t h e  d r a f t  l e g i s l a t i o n  w i t h  
F a i r b a n k s  A i r p o r t  M a n a g e r ,  B o b  B u l l o c k .

Mr. B u l l o c k  a n d  I a g r e e  w i t h  t h e  c o n c e p t  o f  t h e  p r o p o s e d  
a m e n d m e n t .  If F a i r b a n k s  a n d  A n c h o r a g e  h a v e  f l e x i b i l i t y  r e g a r d i n g  
t a x a t i o n  o f  g o o d s  f o r  t r a n s s h i p m e n t ,  it  m i g h t  e n h a n c e  t h e  a b i l i t y  
o f  t h e  c o m m u n i t i e s  t o  m a r k e t  theirselves as i n t e r n a t i o n a l  

d i s t r i b u t i o n  c e n t e r s .

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  r e v i e w  t h i s  d r a f t  l e g i s l a t i o n .

cc: B o b  B u l l o c k ,  F A I  M a n a g e r
K a t y  M c H u g h ,  D O T & P F  L e g i s l a t i v e  L i a i s o n ^
D. R a n d y  S i m m o n s ,  D O T & P F  D e p u t y  C o m m i s s i o n e r

M a r c h  3 1 ,  1 9 9 3
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DISTRICT 13

SPONSOR STATEMENT 
HOUSE BILL 211

To be a viab le in te rna tiona l d is tribu tion cente r, it is cruc ia l tha t 
high value products tha t are being held for ou t-o f-s ta te sh ipm ent 
not be sub ject to local property taxes on inventory. A ttempting to 
tax such inven to ry is v irtua lly certa in to p reven t m un ic ipa litie s in 
the state tha t are (or have the potentia l to become) transporta tion 
hubs from competing fo r in te rna tiona l d is tribu tion business. Yet, 
sta te sta tu te now requires m un ic ipa lities to levy some taxes on 
goods being held for ou t-o f-s ta te sh ipment.

The existence of foreign trade zones in certa in parts of the state 
prov ide some partia l p ro tec tion from loca l inven to ry taxes.
However, there are significant lim ita tions. First, the goods have to 
be inside an FTZ and must be involved in FTZ activ ity. This is 
sometim es cos tly and unnecessary fo r sim p le d is tribu tion 
ope ra tio n s .

Secondly, the goods exempted from taxes w ith in an FTZ are generally 
those that are being held fo r shipment outside the U.S. In some 
cases, goods being stored for d istribu tion may have orig ina ted inside 
the U.S. and be destined fo r markets inside the U.S. Indeed, the U.S. 
is the largest sing le market in the world , and A laska 's prox im ity to 
it and the large amount of a irlift we have to serve it are im portan t 
e lements of our marketing program s tha t seek to a ttrac t 
in te rn a tio na l d is tr ib u tio n bus iness .

House Bill 211 would remove the glitch in the sta te sta tu te 
govern ing local business inven to ry taxes which cou ld preven t a 
transporta tion hub from becom ing an in te rna tiona l warehous ing and 
d is tribu tion cen te r. It amends sta tu te to a llow m un ic ipa litie s , at 
their option , the ability to exem pt goods being held fo r sh ipment 
ou t-o f-s ta te from inven to ry propedy taxes. Once sta te governm ent 
a llow s m un ic ip a lit ie s th is ta xa tio n fle x ib ility , it will be the 
responsib ility o f each loca l government to adopt its own 
ordinance to activate and govern the exemption.



S T A T E  O F  A L A S K A

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

D E P A R T M E N T  O F  C O M M U N I T Y

&  R E G I O N A L  A F F A I R S

Bill no.: HB 211
Sponsor: Rep. Toohey

DCRA FN: Zero (attached) 
Position: Support

Title: An Act relating to the municipal tax exemption for
inventories intended for export

This legislation amends AS 29.45.050(n) by deleting a specific limitation to the 
inventory tax exemption provided for in this subsection. The language that 
would be deleted limits the value of the exempted inventory property taxes 
based on the level of other property taxes which provide for school funding. 
Only those inventory property taxes which exceed the level of other property 
taxes for schools may be exempted. In other words, property taxes raised for 
school funding must not be effected by implementation of an inventory property 
tax exemption.

The department supports the principle of maxim izing the flexibility of local 
governments to generate local revenues in the manner which local residents 
determine to be most appropriate. The department also supports measures 
which provide local governments flexibility in providing incentives for local 
econom ic development. Deleting the exception language from AS 
?.9.45.050(n) as proposed in this bill is consistent with these principles. 
Therefore, the department supports this bill. The department does recommend, 
however, that consideration be given to amending the bill to also delete similar 
exception language under AS 29.45.050(m) for purposes of consistency in 
municipal taxation practices.

Edgar Blatchford Date
Commissioner

F ife  N o: H B  211 3 /25/93 2 :0 0  pm



1993 LEGISLATIVE SESSION
Revision Date:

Title:

STATE O F  ALASKA

An Act re la t in e  to  the M unicipal 
tax exemption fo r  inven to ries  intended fo r  e x n o flp m p on en t:

Sponsor Representative Toohey______________
Requestor:

FISCAL NOTE
_________________Dept. Affected: Community & Regional Atfairs

BRU:

BILL NO: HB 211

Representative Toohey

Expenditures/Revenues:

COMPONENT SERIAL NO.

(Thousands of Dollars)

OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE FUND SOURCE:

FUNDING (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program  Receipts

1006 GF/M HTIA 

Other

*

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:

FULL-TIME 0 0 0 0 0 0

PART-TIME

TEMPORARY

Estimate of current (FY93) Impact $ none

AN ALYSIS: (Attach a separate page if necessary)

----------------------------------------------------------------------- --------------------------------

Prepared by: Remond Henderson \J\47Y lfrr)C r / / AsfU.'& IA4-&6'/ Phone: 465-4708

Division: Adm in istra tive  Services Date: 3/25/93

Approved by C om m iss ioner ^ Date: 3/25/93

Agency: C om m unity & Regional Affairs

F o r fu rth e r d i s ® 1 e  Office
-  P a g e  1 of 1

FISCAL NOTE



M u n i c i p a l i t y

A n c h o r a g e

o f

ANCHORAGE. ALASKA 3 9 5 1 9 -5 6 5 0  
TELEPHONE: *907) 343-4451 
FAX: (9 0 7 1 2 72-1931

P.O. BOX i 9 6 6 5 0

Tom  F ink , M a y e r

O f FICE OF THE MAYOR

M a r c h  16, 19 9 3

R e p r e s e n t a t i v e  C y n t h i a  T o o h e y  
A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  9 9 8 0 1

Re: H B  211, A n  A c t  R e l a t i n g  t o  t h e  M u n i c i p a l  T a x  E x e m p t i o n  f o r

I n v e n t o r i e s  I n t e n d e d  f o r  E x p o r t

D e a r  R e p r e s e n t a t i v e  T o o hey:

A s  I i n d i c a t e d  d u r i n g  m y  a p p e a r a n c e  b e f o r e  t h e  A n c h o r a g e  C a u c u s ,  
t h e  A d m i n i s t r a t i o n  of t h e  M u n i c i p a l i t y  of A n c h o r a g e  s u p p o r t s  H B  
211, a n  A c t  r e l a t i n g  t o  t h e  m u n i c i p a l  t a x  e x e m p t i o n  f o r  i n v e n t o r i e s  

i n t e n d e d  f o r  export.

I w o u l d  l i k e  t o  s e e  t h e  l e g i s l a t i o n  r e m a i n  as a  l o c a l  o p t i o n ,  w i t h  
a n  o r d i n a n c e  p r o v i d i n g  f o r  d i f f e r e n t  l e v e l s  o f  e x e m p t i o n  f o r  
d i f f e r e n t  c l a s s i f i c a t i o n s  of i n v e n t o r i e s .  T h i s  o p t i o n  w o u l d  a l l o w  
o u r  c o m m u n i t y  t o  d e c i d e  f o r  I t s e l f  w h a t  f o r m  of t a x a t i o n  o r  n o n­
t a x a t i o n  b e s t  m e e t s  o u r  needs.

T o m  F i n k  
M a y o r

LETTERS OF SUPPORT



DATE: March 24, 1993

TO: Representative Cynthia Toohey

FROM: Kent E. Swisher, Executive Director

SUBJ: HB 211, Municipal Tax Exemption for Inventories

This measure would expand local governments’ ability to structure local taxes so as 
to encourage the development of warehousing and international distribution facilities. 
The municipalities may exercise this power at their option.

The League’s Policy Statement provides, in part, that "The League supports state 
policies and legislation to provide maximum local authority for economic 
development activities and methods to accomplish those activities."

HB 211 seems to be within the scope of that position and AML would support the 
bill on the basis of it being an additional element of flexibility for local governments 
in this important area.

M ember of the National League of Cities an d  the National Association of Counties
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§ 29.45.050 Alaska Statutes § 29.45.050

from receiving those payments or any payments in lieu of taxes autho­
rized under federal law.

(m) A municipality may by ordinance partially or totally exempt all 
or some types of economic development property from taxation for up 
to five years. The municipality may provide for renewal of l '  exemp­
tion under conditions established in the ordinance. However, under a 
renewal, a municipality tha t a school district may only exempt all 
or a portion of the amount of taxes that exceeds the nmount levied on 
other property for the school district. A municipality may by ordi­
nance permit deferral of payment of taxes on all or some types of 
economic development property for up to five years. The municipality 
may provide for renewal of the deferral under conditions established 
in the ordinance. A municipality may adopt an ordinance under this 
subsection only if, before it is adopted, copies of the proposed ordi­
nance made available at a public hearing on it contain written notice 
that the ordinance, if adopted, mny be repealed by the voters through 
referendum. An ordinance adopted under this subsection m ust include 
specific eligibility requirements and require a written application for 
each exemption or deferral. In this subsection "economic development 
property" means real or personal property, including developed prop­
erty conveyed under 43 U.S.C. 1601 — 1629e (Alaska Native Claims 
Settlem ent Act), that

(1) has not previously been taxed as real or personal property by 
the municipality;

(2) is used in a trade or business in a way that
(A) creates employment in the municipality;
(B) generates sales outside of the municipality of goods or services 

produced in the municipality; or
(C) materially reduces the importation of goods or services from 

outside the municipality; and
(3) has not been used in the same trade or business in anothe. 

municipality for a t least six months before the application for deferral 
or exemption is filed; this paragraph does not apply if the property 
was used in the same trade or business in an area tha t has been 
annexed to the municipality within six months before the application 
for deferral or exemption is filed; this paragraph does not apply to 
inventories.

(n) A municipality may by ordinance classify as to type inventories 
intended for export outside the state and partially or totally exempt 
all or some types of those inventories from taxation. A municipality 
tha t is a school district may, under this subsection only exempt all or 
a portion of the amount of taxes tha t exceeds the amount levied on 
other property foi the school district. A municipality may adopt an 
ordinance under this subsection only if, before it is adopted, copies of 
the proposed ordinance made available a t a public hearing on it con­
tain written notice th a t the ordinance, if adopted, may be repeaied by
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§ 29.45.060 Municipal Government § 29.45.060

the voters through referendum. The ordinance may provide for differ­
ent levels of exemption for different classifications of inventories. An 
ordinance adopted under this subsection must include specific eligibil­
ity requirements and require a written application for each exemp­
tion. (§ 12 ch 74 SLA 1985; am § 1 ch 103 SLA 1985; am § 5 ch 70 
SLA 1986; am § 1 ch 151 SLA 1988; am § 2 ch 73 SLA 1989; am § 1 
ch 98 SLA 1989; nm § 15 ch 93 SLA 1991; am § 107 ch 4 FSSLA 1992)

Rev iao r’a notes. - -  Subsection (h) of 
Ibis section was enacted as AS 
29.53.025(h). Renumbered in 1985. Chap­
te r 103, SLA 1985 o Ibo  enacted, in § 2. AS 
29.63.066, which provides an exemption 
identical to tha t set out in (h) o f th is sec­
tion from taxes levied under former AS 
29.63, repealed by } 88, ch. 74, SLA 19B5. 
The provisions of former AS 29.63 wore 
substantia lly incorporated in AS 29.45, 
nnd the addition o f subsection (h) to AS 
29.45.050 mnkes i t unnecessary to codify 
§ 2, ch. 103, SLA 1985 to achieve the leg­
islature 's purpose.
E ffe c t o f amendments. —  The 1988 

amendment, effective January 1, 1989, 
added subsection (I).
The firs t 1989 amendment, eiTective 

May 31, 1989, in subsection (e), deleted

"However" from the beginning of the th ird 
sentence nnd added the present last sen­
tence.
The second 1989 amendment, effective 

September 10, 1989, added subsections 
(m) and (n).
The 1991 amendment, effective Septem­

ber 30, 1991, inserted "inc lud ing a person 
who was disabled in the line o f duty while 
serving in the Alaska Te rrito ria l Guard" 
in paragraph (i)(2).
The 1992 amendment, effective Ju ly 1, 

1992, rewrote subsection (/).
Leg is la tive h is to ry repo rts . —  For 

legislative letter o f in ten t in connection 
w ith the enactment of (m) urn ' this 
section by ch. 98, SLA 1989 (SL i!IB
272(Fin) nm S), see 1989 Senate 'nnl
1866.

NOTES TO DEC IS IONS

v. C ity o f Junenu, 36 F.2d 904 (9lH Cir. 
1929), decided under former, e im ilu r law.
C ited in C ity o f Voider v. Slate, Dep't o f 

Community & Regional A ffa irs, 793 P.2d 
532 (Alaskn 1990).

C ity  m ny no t exem pt p ro p e rty w ith ­
o u t express n u th o r ity . —  The authority 
o f a municipal corporation to allow ex­
emptions o f particu la r property from taxa­
tion, unless expressly conferred by law, 
has very generally been denied. Valentine

Sec. 29.45.060. Farm  o r ag ricu ltu ra l land, (a) Farm use land 
included in a farm unit and not dedicated or being used for nonfarm 
purposes shall be assessed on the basis of full and true value for farm 
use and may not be assessed as if subdivided or used fo. some other 
nonfarm purpose. The assessor shall maintain records valuing the 
land for both fuil and true value and farm use value. If the land is 
sold, leased, or otherwise disposed of for uses incompatible with farm 
use or converted to a use incompatible with farm use by the owner, the 
owner is liable to pay an amount equal to the additional tax at the 
current mill levy together with eight percent interest for the preced­
ing seven years, as though the land had not been assessed for farm use 
purposes. Payment bv the owner shall be made to the state to the 
extent of its reimbursement for revenue loss under (d) of this section 
for the preceding seven years. The balance of the payment Bhall be 
made to the municipality.
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CHAIRMAN OLBERG, MEMBERS OF THE COMMITTEE,
THANK YOU FOR THIS OPPORTUNITY TO SPEAK ABOUT 

HOUSE BILL 211.

HB211 WOULD REMOVE A GLITCH IN STATE STATUTE 

REGARDING LOCAL BUSINESS INVENTORY TAXES WHICH 

COULD PREVENT A TRANSPORTATION HUB FROM 

BECOMING AN INTERNATIONAL WAREHOUSING AND 

DISTRIBUTION CENTER. IT AMENDS STATUTE TO ALLOW 
MUNICIPALITIES, A T  T H E I R  O P T IO N , THE ABILITY TO 

EXEMPT GOODS BEING HELD FOR SHIPMENT OUT-OF- 

STATE FROM INVENTORY PROPERTY TAXES.

ALASKA’S PROXIMITY TO ASIA AND THE POTENTIAL OF 

OPENING A NORTHERN SEA ROUTE TO EUROPE, WHICH IS 

ANTICIPATED TO TAKE 20 DAYS LESS THAN THE PANAMA CÂA L 
ROUTE, ARE TREMENDOUS INCENTIVES TO BRING 

WAREHOUSING BUSINESS TO ALASKA FROM ALL OVER 

THE WORLD, BUT COMPETITION IS GREAT ACROSS THE 

U.S. AND OTHER PARTS OF THE WORLD.

HOUSE BILL 211 WOULD ALLOW A LOCAL GOVERNMENT 

TO EXPLORE OPPORTUNITIES FOR ATTRACTING 

WAREHOUSING AND DISTRIBUTION OF GOODS. THAT 

LOCAL GOVERNMENT WOULD DECIDE WHAT 
EXEMPTIONS TO ALLOW AND THEN CREATE ITS OWN 

ORDINANCE TO ACTIVATE AND GOVERN THE EXEMPTION.



IN OTHER WORDS, SHOULD A LOCAL GOVERNMENT WANT 
TO LIMIT EXEMPTIONS PARTIALLY OR FULLY, THAT 
WOULD BE ITS LOCAL OPTION TO DO SO. REMOVAL OF 
THE LANGUAGE IN HB211 WOULD JUST ALLOW GREATER
F L E X IB IL IT Y .

HOUSE BILL 211 HAS A ZERO FISCAL NOTE FROM THE 

DEPARTMENT OF COMMUNITY AND REGIONAL AFFAIRS. 

THE DEPARTMENT AS WELL AS THE ALASKA MUNICIPAL 

LEAGUE, THE MUNICIPALITY OF ANCHORAGE, AND THE 

ANCHORAGE AND FAIRBANKS AIRPORTS SUPPORT THIS 

BILL.

I WOULD APPRECIATE YOUR SUPPORT OF THIS 
LEGISLATION. IF YOU HAVE ANY QUESTIONS, I WOULD BE 

HAPPY TO ANSWER THEM OR HAVE SCOTT HAWKINS FROM 

THE ANCHORAGE ECONOMIC DEVELOPMENT 

CORPORATION RESPOND. THANK YOU.


