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September 18, 1968

Maurice F, Williams, Commissioner Finaence & Administration

Frederick P, 0'Connell, Assistant : Liquor Commission
Attorney General § Coungdl for the Commission

Your memo of 8-8-68 re: Liquor Inventery; MaximumAllowable Inventory

SYLLABUS :

Inventory should include .the amount of liquor on hand in both
the warehouse and in the stores. Inventory should be valued at the
actual cost to the State,

EACTS :

Prior to June 2Z, 1967 the applicable law limited maximum
liquor inventory to the authorized working capital. This inventory
was priced at less carload quotation f.o.b. warehouse, applicable
law teading-- :

Theé Commission is authorized to keep and have
cn hand a stock of wines and spirits for sale, the
value of which, computed on less cariocad price quo-
tations f.o0.b, warehouse filed by liquor and wine
vendors, shall not exceed the amount of working
capital,

In reality the State was paying a price substantially less
than the less carlosd quotation., Added to this is the fact that
the Liguor Commission had requested an increase in workimg capital
from $3,500,000 to $4,000,000. The Legislature in an attempt to.
give the Commission more working capital without imereasing the
authorization, amended 28 M.R.S.A, Sec, 56. This amendment was
incorporated in Ch. 413, P.L. 1967, The pertinent change was made
by dividing the "old second sentence" into two sentences~-<the first
;antence dealing with repricing and the second sentence reading as

ollows--

. The inventory value shall be based upon actual cost
for which payment may be due ard shall mot in any time
exceed the amount of working capital authorized.

QUESTION:

‘Under 28 M.R.S.A. Sec. 56 what are the factors to be considered
in determining the maximum allowable inventory?

ANSHRR:

There are two factors in determining the maximum allowable
inventory:
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(1) The amount ¢f liquor on hand both in the warehouse and
in the stores, and

(2} The actual cost of that liquor to the State,

OPINION:

The purpose of Ch. 413, P.L, 1967 was to seek teo increase
the funds available for the purchase of liquer without incraasin%
the working capital. To carry out the purpose the Legislature did
not attempt to define inventory but mevely chenge the basis of
value from "less carload quotation" to "actual cost”,

"Inventory” has been variously defined by ceurts and agencies
as;

Kritten records e¢f merchardise and its value~--CIR v. Dwyer
C.A., 203 Ped. 522

-~«"inventory” conteamplates goods held for szle st a profit,
Com. v. U.S. Tebacco Oy Pa. 71 Dauph. 154'1534

The word "iaventory™ is an itemized list of enumeration of
property, item by itea---it is to enzble the parties te
ascertsin the different articles that go to make up the
g§§$;s ;:gck-'~3hawnto Fize Inc, Co. v. Thompson § Rowell
Ani inventory is an itemized list of the various articles
constituting stock in trasde with their estimated or actusl
value, Southern Pire Inc. Co., v, Knight 35 8.E, 821

There is no indication that the Legisiature intended te
insert any new concept into the traditionmel and commom under-
standing of the word “iaveantery" as indicated above.

The Legislature obviuusli only intended to place the value
of stock on hand on 8 realistic basis. The additien of the words
“for which payment may be dus" are confusing and do not appear to
‘add snything to the appareat purpose of the Act. To reech a con-
clusion that these words were intended to remove any paid items
from iaventory chavgeable to working capitsl would be a radical
and absurd departure from commen cemmercial practice, It can
only be assumed that the Legislature intended by these words to
be doubly sure that mo price except that which the State had to
pay for the product would be used in determining the value of the
merchandise chargeable against working capital.

By
¥yederick P, O'Connell
Asst. Attorney General and
Counsel for the Commission
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