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DATE: APRIL 15 , 1993

TO: Senator Randy Phillips, Chair, and
Members, Community and Regional Affairs Committee

FROM: Kent E. Swisher, Executive Director

SUBJ: SB 176, relating to exemption of inventories
intended for export.

The Alaska Municipal League's 1993 Policy Statement, states 
that "The League supports state policies and legislation to 
provide maximum local authority for economic development 
activities and methods to accomplish those activities." (Part 
VIII, ECONOMIC DEVELOPMENT AND RESOURCE MANAGEMENT).

SB 176 has the effect of allowing a municipality to choose to 
partially or totally exempt some inventories from taxation. 
This may be a useful economic development tool in some 
circumstances. The League supports giving such options to 
local government.

Member of the National League of Cities and the National Association of Counties



Alaska State Legislature
S E N A T E  C O M M U N IT Y  A N D  R E G IO N A L  A F F A IR S  

C O M M IT T E E

Senator Raridy Phillips, Chair 
Senator Robin Taylor. Vice Chair 
Senator Rick Halford 
Senator A1 Adams 
Senator Fred Zharoff

S E S S IO N :
State Capitol 
Juneau . Ak 9 9 8 0 1 -1 1 8 2  
(9 0 7 ) 4 6 5 -4 9 8 9

INTERIM;
P O . Box 142 
Eagle River Ak 9 9 5 / /  
(9 0 7 ) 6 9 * -4 9 4 9

9:00 am

AGENDA

April 13, 1993

1. Call to Order (time and members present)

2. SB 176 - Municipal Inventory Tax Exemption Exports 

a. Senator Leman's bill

3. SB 164 - Municipal Incorporation, Reclassification and
Dissolution - adopt Committee Substitute

a. Teleconference with Local Boundary Commission Staff 

Staff, Dan Bockhorst - Anchorage

b. Suggested language changes have been submitted informally.

c. No fiscal note has been received.

4. Adjourn

f
J .  ftt ftu4

! f  &  ••



Official Business

Alaska State Legislature
SENATE STATE AFFAIRS 

COMMITTEE

APR 1 .1993

State Capitol 
Juneau, AK 99801-1182

M E M O R A N D U M

TO:

FROM:

Senator Randy Phillips, Chairman 
Community and Regional Affairs Committee

Senator Loren Leman, Chairman 
Senate State Affairs Committee

DATE: April 1, 1993

SUBJECT: Request for Hearing of Senate Bill 176

I respectfully request that you schedule Senate Bill 176, "An Act Relating to 
the Municipal Tax Exemption for Inventories Intended for Export" at the 
earliest convenience of the Chairman.

Thank you. If you have any questions, please contact Portia in my office at 
4522.
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SENATE BILL NO. 176 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - FIRST SESSION 

BY THE SENATE STATE AFFAIRS COMMITTEE
Introduced: 3/29/93
Referred: CRA, FIN

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to the municipal tax exemption for inventories intended for 

export."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 29.45.050(n) is amended to read:

(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 THAT IS A SCHOOL DISTRICT 

MAY, UNDER THIS SUBSECTION, ONLY EXEMPT ALL OR A PORTION OF 

THE AMOUNT OF TAXES THAT EXCEEDS THE AMOUNT LEVIED ON OTHER 

PROPERTY FOR 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 AT A PUBLIC 

HEARING ON IT CONTAIN WRITTEN NOTICE THAT THE ORDINANCE, IF 

ADOPTED, MAY BE REPEALED BY THE VOTERS THROUGH REFERENDUM.!

5110176a -I-
New Text U n d e r l i n o d  (DELATED TEXT BRACKETED]

SB 176



1 The ordinance may provide for different levels of exemption for different

2 classifications o f inventories. An ordinance adopted under this subsection must include

3 specific eligibility requirements and require a written application for each exemption.

SB 176 -2-
New Tex t U n d e r l i n e d  (DELETED TEXT BRACKETED/

SB0176u
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ANCHORAGE
E C ONOMI C
D E V E L O P M E N T
C O R P O R A T I O N

L O C A L  IN V E N T O R Y  T A X  E X E M P T IO N  F O R  
W A R E H O U S IN G /D IS T R IB U T IO N

GOAL: To remove a glitch in the state statutes governing local business inventory 
taxes that could prevent Anchorage from becoming an international warehousing and 
distribution center.

PROBLEM: To be a viable international distribution center, it is crucial that high value 
products that are being held for out-of-state shipment not be subject to local property 
taxes on inventory. No other taxing jurisdiction in the U.S. that we are aware of has 
ever successfully done so. In fact, attempting to tax such inventory is virtually certain 
to prevent Anchorage from competing for international distribution business. Yet, state 
statutes now require munic.palities to levy some taxes on goods being held for out-of- 
state shipment.

PROPOSAL: To amend state statutes to give municipalities, at their option, the ability 
to exempt goods being held for shipment out-of-state from inventory property taxes. 
This will not only be important for Anchorage, but may help other communities deveiop 
more downstream activity associated with the seafood industry -- e.g., cold storage 
and secondary processing.

DETAILS: The existence of foreign trade zones (FTZs) in Anchorage and elsewhere 
provides some partial protection from local inventory taxes, However, there are 
significant limitations. First, the goods have to be inside an FTZ and must be involved 
in "FTZ activity". This is sometimes costly and unnecessary for simple distribution 
operations.

Second, the goods exempted from taxes within an FTZ are generally those that 
are being held for shipment outside the U.S. In some cases, goods being stored for 
distribution may have originated inside the U.S. and be destined for markets inside the 
U.S. Indeed, the U.S. is the largest single market in the world, and Anchorage's 
proximity to it and the large amount of airlift we have to serve it are important 
elements of our marketing programs that seek to attract international distribution . 
business.

Once state government allows municipalities this taxation flexibility, it will be the 
responsibility of each local government to adopt its own ordinance to activate and 
govern the exemption.

550 West 7th Avenue • Suite I 130 • Anchorage. AK 99501 • Telephone (907) 258-3700 • FAX (907) 258-6646
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GOAL: To remove a glitch in the state statutes governing.local business inventory 
taxes that could prevent Anchorage from becoming an international warehousing and 
distribution center.

PROBLEM: To be a viable international distribution center, it is crucial that high value 
products that are being held for out-of-state shipment not be subject to local property 
taxes on inventory. No other taxing jurisdiction in the U.S. that we are aware of has 
ever successfully done so. In fact, attempting to tax such inventory is virtually certain 
to prevent Anchorage from, competing for international distribution business. Yet, state 
statutes now require municipalities to levy some taxes on goods being held for out-of- 
state shipment.

PROPOSAL: To amend state statutes to give municipalities, at their option, the ability 
to exempt goods being held for shipment out-of-state from inventory property taxes. 
This will not only be important for Anchorage, but may help other communities deveiop 
more downstream activity associated with the seafood industry -- e.g., cold storage 
and secondary processing.

DETAILS: The existence of foreign trade zones (FTZs) in Anchorage and elsewhere 
provides some partial protection from local inventory taxes. However, there are 
significant limitations. First, the goods have to be inside an FTZ and must be involved 
in "FTZ activity". This is sometimes costly and unnecessary -or simple distribution 
operations.

Second, the goods exempted from taxes within an FTZ are generally those that 
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Cnee state government allows municipalities this taxation flexibility, it will be the 
responsibility of each local government to adopt its own ordinance to activate and 
govern the exemption.
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Alaska State Legislature
SENATE STATE AFFAIRS 

COMMITTEE State Capitol 
Juneau, AK 99801-1182

APR 1_ 1993

M E M O R A N D U M

TO: Senator Randy Phillips, Chairman
Community and Regional Affairs Committee

FROM: Senator Loren Leman, Chairman
Senate State Affairs Committee

—

DATE: April 1, 1993

SUBJECT: Request for Hearing of Senate Bill 176

I respectfully request that you schedule Senate Bill 176, "An Act Relating to 
the Municipal Tax Exemption for Inventories Intended for Export" at the 
earliest convenience of the Chairman.

Thank you. If you have any questions, please contact Portia in my office at
4522.




