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TO COUNTY ASSESSORS, AUDITORS, AND TAX COLLECTORS:

PASSAGE OF ASSEMBLY BILL 7X
PHASING OUT ASSESSMENT OF BUSINESS INVENTORY

On April 20, 1978, Governor Brown signed Assembly Bill 7X of the 1977-78
First Extraordinary Session. This bill takes effect immediately, but

is repealed on June 7, 1978 if Proposition 13 is approved by the voters
on June 6, 1978. The effective nature of the bill is not tied to the
passage or rejection of Proposition 8.

The bill amends Revenue and Taxation Code, Section 219, by increasing
the business inventory exemption to 60 percent for the 1978-79 fiscal
year (1978 lien date), to 70 percent for the 1979-80 fiscal year, to

80 percent for the 1980-8l fiscal year, to 90 percent for the 1981-82
fiscal year, and to 100 percent for 1982-83 fiscal year and years there-
after.

Inventories will continue to be reported and assessed through the 1981
lien date. For 1982 and thereafter, inventories will be fully exempt,
and reporting will not be required.

The bill provides for state reimbursement to each city, county, city
and county, special district, and school district, including community
college districts, for revenue losses by reason of the exemption for
business inventories.

We realize that you are currently processing property statements for
1978. Due to the uncertainty of the outcome of the June 6 election you
may wish to contimue to use 50 percent in your calculations for the
inventory exemption. However, in the event the need arises, you should
be discussing with your data processing department how best to handle

a conversion of the exemption amount for those property statements you
will have processed by June 6.

The inventory exemption percentage increase to 60 percent also applies

to the Livestock Head-Day Tax Returns for the period July 1, 1978 through
December 31, 1978. The 50-percent exemption would still apply to the
returns filed for the January 1, 1978 through June 30, 1978 period.
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The bill also adds Section 234 to the Revenue and Taxation Code. This
section exempts materials and supplies owned and held by a railroad for
railroad operations to the same extent as business inventories.

Another change in the bill is the amendment of Revenue and Taxation Code,
Section 23182. This amendment provides that, commencing with the 1980
lien date, the personal property of financial corporations will be exempt
from personal property taxes. The exemption will parallel the current
exemption applicable to the personal property of banks. During the next
year, the Franchise Tax Board will develop guidelines as to what businesses
qualify as financial corporations.

Please contact Bud Florence of this division if you have any questions
regarding the above.
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Jack F. Eisenlauer, Chief
Assessment Standards Division
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