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W TNESS REG STER

REPRESENTATI VE ERI C FEI GE

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT:  Speaki ng as the sponsor, presented HB 28.

M CHAEL PASCHALL, Staff

Representative Eric Feige

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT:  During hearing of HB 28, answered questions
on behalf of the sponsor, Representative Feige.

M KE TVENGE, City Adm ni strator

Cty of Delta Junction

Delta Junction

POSI TI ON STATEMENT: Testified in support of HB 28.

JEFF TUCKER, Fire Chief

North Star Vol unteer Fire Departnent;

Past President, Al aska Fire Chiefs Association (AFCA)
North Pol e, Al aska

PCSI TI ON STATEMENT: Rel ated AFCA' s support for HB 28.

MARTY HESTER, Deputy Director

Di vision of |nsurance

Depart ment of Commrerce, Conmunity & Econom c Devel opnent

Juneau, Al aska

POSI TI ON STATEMENT: Testified that the Division of |Insurance
has no objection to the | anguage of HB 28.

REPRESENTATI VE SHELLEY HUGHES

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Spoke as the sponsor of HB 40.

G NGER BLAI SDELL, Staff
Represent ati ve Shel | ey Hughes
Al aska State Legislature
Juneau, Al aska
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PCSI TI ON  STATEMENT: During hearing of HB 40, provi ded
i nformati on on HB 40.

STEVE VAN SANT, State Assessor

Di vision of Community and Regional Affairs

Depart ment of Commrerce, Conmunity & Econom c Devel opnent ( DCCED)
Anchor age, Al aska

POSI TI ON  STATEMENT: During hearing of HB 40, answered
gquesti ons.

DON DYER

Econom ¢ Devel opnent Director

Depart ment of Econom ¢ Devel opnent

Mat anuska- Susi t na Bor ough

Pal mer, Al aska

POSI TI ON STATEMENT: Characterized HB 40 as a significant help
for farmers

LARRY DEVI LBI SS, Mayor

Mat anuska- Susi t na Bor ough

Pal mer, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 40.

ACTI ON NARRATI VE
8:04: 23 AM

CO CHAI R BENJAM N NAGEAK cal | ed the House Conmunity and Regi ona
Affairs Standing Conmmittee neeting to order at 8:04 am
Representatives O son, Reinbold, Drummond, LeDoux, and Nageak
were present at the call to order. Representati ve Foster
arrived as the neeting was in progress.

HB 28-FI RE AND EMERGENCY MEDI CAL SERVI CES

8: 05: 58 AM

CO CHAI R NAGEAK announced that the first order of business would
be HOUSE BILL NO 28, "An Act exenpting solicitations or
voluntary agreenments to provide anbul ance, energency, or fire
departnment services fromregul ation as insurance."

8:06:13 AM
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REPRESENTATI VE ERI C FEI GE, Al aska State Legislature, speaking as
the sponsor of HB 28, paraphrased from the followng witten
statenment [original punctuation provided]:

HB 28 addresses an issue inportant to many
or gani zati ons: Mboney.

It is great to be able to | ook to soneone, such as the
State of Al aska, for noney. However, even if noney is
avai l able for projects, such as buying new equipnent
or repairing a building, noney is very rarely
avai |l abl e for operating expenses.

Fire Departnents, anbul ance servi ces, and ot her
enmergency service organi zations often struggle to keep
the doors open. In nany comunities, the power to |evy
taxes often provides sufficient funding to operate
these departnments. Wien it doesn’'t, or isn't an
option, organizations turn to other types of sources
for noney. Sonetines it’s a pancake supper or a fish
fry. Maybe it’'s a bake sale or some other project. How
about BINGO? In different comunities, di fferent
t hings work. The problem wth these types of
activities is they take even nore of the energency
volunteer’s time. Time they need to spend training and
respondi ng to energenci es.

Donations also are very helpful. But, it is becomng
increasing difficult to convince people to give noney
to an organizati on.

One alternative to encourage people to help support
fire and EMS services in the community is to offer a
“no charge” policy to those that give to the
organi zation. Unfortunately, such a sinple concept is
consi dered insurance in Al aska and subject to nunerous
| aws and regul ati ons.

If you just charge the individual for an anbul ance
transport, it’'s not a problem But, if you ask for
nmoney up front to keep gas in the anbul ance and the
station heated in exchange for not charging the
individual if you transport them it’s insurance and
subject to all of the regulations of the Division of

| nsur ance.

In a simlar situation, a community that has no fire
depart ment m ght want to start one. Oten

organi zations charge if they have to come help you.
O hers ask for donations. In sone areas, you m ght
hear it referred to it as a subscription. In a
subscription departnent, if you pay in advance to
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receive the service, then the organi zation that agrees
to provide you with that service doesn’'t charge you
additional fees, you are providing insurance if others
are charged for the service.

This bill is fairly sinple, it exenpts nunicipalities
and conmunity non-profit organizations from regul ation
if they receive noney in advance and then don’t charge
for services offered to those that give donations.

Qur intent is to provide a nechanism for an
organi zations to entice donations and financial
support by allowing them to waive fees to those that
provi de an agreed upon level of financial support in
advance of the possibility that services mght be
provided at sone tine in the future. There is no
guarantee that the organization wll be able to
provide the needed services, just as there is no
guar ant ee now.

This bill sinmply allows the organization, if it so
choses, to waive its fees to those that support the
organi zati on and keep the doors open, the lights on,
the building heated, and fuel in the trucks — without
being regul ated by the Division of Insurance.

| am happy to answer any questions you nay have.

REPRESENTATIVE FEIGE then disclosed that he started the
Chi ckal oon Fire Service Departnment, of which he is currently the
chi ef . He noted that the Chickaloon Fire Departnent is a
subscription departnent that provides a basic level of fire
service for the Chickal oon comunity.

8:10: 24 AM

CO CHAIR LEDOUX inquired as to how the fire departnents canme to
know that [subscription service] is considered insurance and
shoul d be regul ated by the Division of |Insurance.

REPRESENTATIVE FEIGE stated t hat t he [ Chi ckal oon Fire
Department] had no idea that subscription service wasn't
sonething it could do and other fire departnents, including
Deltana and Salcha, did it as well. Representative Feige
clarified that HB 28 sinply exenpts [anbul ance, energency, or
fire departnent services] from regulation as insurance. I n
further response, Representative Feige said that the violation
was brought to the attention of the Chickal oon Fire Departnent
in discussions with other departnents. He noted that the
Division of Insurance really hasn't contacted the [Chickal oon
Fire Departnent] about this.
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8:12:51 AM

M CHAEL PASCHALL, Staff, Representative Eric Feige, Al aska State
Legi sl ature, began by disclosing that he is the assistant chief
and secretary to the Rural Deltana Fire Departnent, which could
be inpacted by this |egislation. In response to Co-Chair
LeDoux, M. Paschall clarified that the Cty of Delta Junction
asked the Division of Insurance for an interpretation [of the
subscription service] and the division responded that it was
i nsurance, and thus couldn't continue.

8:13:40 AM

REPRESENTATI VE DRUMVOND inquired as to how a subscription fire
and anbul ance service worKks.

REPRESENTATI VE FEI GE explained that volunteer fire departnments
have operating expenses for which they have to raise funds.
Under the subscription nethod, people would sign up and pay a
fee to the fire departnent; the fee would be good for perhaps a
year. I n Chickaloon, the fire departnment would respond/ provide
services to those who subscribed and paid the fee. The
Chi ckal oon Fire Departnent also decided to respond to all wld
land fires in the community. Although only responding to those
calls from subscribers is a liability, it reflects the reality
that it costs noney to keep equi pnent in a state of readiness.

8:15: 02 AM

REPRESENTATI VE DRUMMOND rel ated her under st andi ng t hat
frequently the cost of anbul ance service is reinbursed to those
i ndi viduals with nedical insurance. However, if HB 28 passes
and there is no charge to the individual with nedical insurance
for receiving anbulance service, then there would be no
rei mbursenent by their nedical insurance conpany.

MR. PASCHALL clarified that the scenario is one in which there
is an agreenent between the individual patient and the insurance
company. He further clarified that the nbst conmmon scenario in
this type of arrangenent is one in which only the individual is
rel eased from paying. Wth the anbul ance service, the insurance
conpany is charged and from whom the funds are coll ected because
they are a third party. Again, it's a fundraising nmechanism he
remar ked.

8:16: 28 AM
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REPRESENTATI VE FOSTER inquired as to whether this nethod of
raising funds is fairly common in other states.

MR. PASCHALL infornmed the conmmttee that the subscription
service is actually how nost fire departnents started in the
|ate 1700s. The situation is one in which the interpretation of

Al aska statute has been that [subscription service] IS
i nsur ance. The intent of HB 28 is to allow organizations to
continue [subscription service] wi thout having to bond, hire an
i nsurance agent, a broker, etcetera. He specified that this

exenption is for small nonprofit rmunicipal organizations not for
private conpani es.

8:17:49 AM

CO- CHAI R LEDOUX asked whether other states have a statute such
as this. | f so, have insurance conpanies attenpted to avoid
rei mbursing for anmbul ance service, she further asked.

MR. PASCHALL answered that he wasn't famliar wth such
situations, but noted that he hasn't done extensive research on
t hat . He suggested that representatives of the North Star Fire
Department and the Division of Insurance nay be able to provide
an answer.

8:18:46 AM

REPRESENTATI VE REI NBOLD thanked the sponsor and his staff for
starting and being a part of volunteer fire service. She asked
whet her the volunteer fire departnents have to have insurance.

MR. PASCHALL explained that the departnents maintain a certain
level of insurance and HB 28 doesn't inpact that. Thi s
| egislation only inpacts the fee transaction between a donor to
the departnent and soneone who |ater beconmes a custoner of the
department, HB 28 doesn't pertain to any of the rules that
govern the insurance of the organization itself.

8:22:01 AM

CO CHAI R NACGEAK opened public testinony on HB 28.

8:22:45 AM

The conmttee took an at-ease from8:22 a.m to 8:24 a.m
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8:24:22 AM

MKE TVENGE, Cty Admnistrator, Cty of Delta Junction, began
by relating the mayor and city council's support for HB 28. He
informed the commttee that in 2008 when the city |earned of the
subscription service and insurance conflict, it nmade an inquiry
to the Division of Insurance. Upon request, the division nmade a
clear legal response to the city that resulted in the city
anmending its ordinance to reflect the state's position. After
anending the ordinance, there was an approxinmte 50 percent
decrease in voluntary donations. The aforenmentioned is why the
City of Delta Junction asked its representative to introduce

| egi sl ation addressing the natter. The intent of HB 28 is to
assi st volunteer energency services in the collection of revenue
to continue providing these volunteer services. M. Tvenge

opined that HB 28 could help snmaller conmunities across the
state.

8:25:52 AM

JEFF TUCKER, Fire Chief, North Star Volunteer Fire Departmnent;
Past President, Al aska Fire Chiefs Association (AFCA), related
AFCA' s support for HB 28. Wth regard to the nedical insurance
guestion, M. Tucker explained that nationally the subscription
fees typically pay for the wupfront personal costs of the
i ndividual, but third party billing of the insurance conpanies
is typical. This just relieves the obligation of the individual
to pay the insurance, he further expl ained.

8:26: 48 AM

CO CHAI R LEDOUX posed a situation in which the fire departnent
bills the insurance conpany for an individual who isn't
obligated to pay the insurance conpany. If the insurance
conpany pays the fire departnment, she asked whether the fire
departnment reinburses the funds to the individual who had a
subscri pti on.

MR. PASCHALL explained that it's a situation in which an
i ndividual who lives in a rural comunity supports the | ocal
firel/anbul ance service through a donation. In return, the
fire/ambul ance service doesn't hold the individual personally
responsible for the <charges, but wll bill the insurance
company. The aforenentioned typically isn't a formal witten
contract for a defined service wth a specified fee, which is
what the insurance laws were witten to address. He further
clarified that this is not a situation regarding how to regul ate
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the provision of specific services for specific fees at certain
rates rather the individual is being rewarded for helping the
community provide a service on an ongoing basis. The fact that
a third party insurance conpany is involved is nerely a result
of the fact that the individual has insurance that provides

medi cal transport coverage. The risk for the [fire/anbul ance
service] is that some individuals have such insurance and sone
do not. In nost of these cases the cost of running a call is
relatively small, while the operating costs makeup the bulk of

t he expenses.
8: 30: 54 AM

MARTY HESTER, Deputy Director, Division of Insurance, Departnent
of Commrerce, Community & Econom c Devel opnent, related that the
Division of Insurance does not have any objection to the
| anguage in HB 28.

8:31:21 AM

CO CHAI R NAGEAK cl osed public testinony.

8:31:35 AM

MR. PASCHALL closed by characterizing HB 28 as a good bill that
hel ps organizations with a current practice and refines the
statute as necessary.

8:32: 05 AM

CO CHAIR LEDOUX noved to report HB 28 out of commttee [with
i ndi vi dual recomendati ons and the acconpanying fiscal notes].
There being no objection, HB 28 was reported from the House
Community and Regional Affairs Standing Commttee.

8:32:41 AM

The conmttee took an at-ease from8:32 a.m to 8:35 a.m

HB 40- MUNI Cl PAL TAX EXEMPTI ON:  FARM USE LAND

8:35: 22 AM
CO- CHAI R NAGEAK announced that the final order of business woul d

be HOUSE BILL NO 40, "An Act establishing a nunicipal tax
exenption for certain farmstructures.™
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8:35:36 AM

REPRESENTATI VE  SHELLEY  HUGHES, Alaska State Legislature,
speaking as the sponsor of HB 40, began by highlighting the
beginnings of agriculture in Alaska and the potential for
increased agriculture in the state. The purpose of HB 40 is to
strengthen agriculture in the state even though it's currently a
small sector of the state's econony. This legislation, HB 40,
woul d provide nmunicipalities the option to exenpt specific food
storage and production buildings for those farners who derive at
| east 10 percent of their income from farm ng activities. The
af orenentioned would benefit farmers by relieving the tax
bur den. Furt her nor e, it would benefit Al askans because
residents would have increased access to locally grown food.
Representative Hughes told the cormttee that the need for HB 40
canme to light after learning fromfarners that at the end of the
harvest season they were turning produce back into the soil
because it was too expensive to pay the taxes to store it.
Therefore, residents |ose the opportunity for that produce to be
avai |l abl e for purchase. Moreover, the less local food there is
in Alaska, the nore food from the Lower 48 nust be transported
to Al aska. The food from the Lower 48 is |likely to have been
harvested seven to nine days before it reaches store shelves in
Al aska, and thus that food has lost sonme of its nutritional
val ue.

8:39:57 AM

G NGER BLAI SDELL, Staff, Representative Shelley Hughes, Al aska
State Legislature, explained that HB 40 is fairly specific in
its municipal tax exenption of farm food storage and production
buil dings for which at |east 50 percent of the building nust be
used for farm food storage and production. The building has to
be owned or leased by an individual that is actively engaged in
farm ng. This exenption also includes dairy production and
mlking facilities. However, HB 40 does not include slaughter
houses, basic ranching, or fishing.

8:42: 08 AM

CO CHAIR LEDOUX noved to adopt CSHB 40, Version 28-LS0229\N,
Bul l ard, 1/28/13, as the working docunent.

CO CHAI R LEDOUX obj ected for purposes of discussion.

8:42:54 AM
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REPRESENTATI VE FOSTER acknowl edged that it's an optiona
program but asked if there has been any opposition to HB 40,
including from the Alaska Muinici pal League (AML) or any
conmuni ties.

REPRESENTATI VE HUGHES said that she was not aware of any
opposition, but deferred to her staff.

MS. BLAISDELL infornmed the committee that she has placed calls

to AM,, but not heard from them However, she said she has
spoken with many city officials in various |locations and the
| ocal assessors are very nuch in favor of HB 40. In fact, the

Mat anuska- Susi tna Borough is drafting a resolution in support of
HB 40.

8:44.:20 AM

REPRESENTATI VE REI NBOLD spoke positively regarding HB 40, but
acknow edged t hat t he exenption wil | resul t in
muni ci pal i ti es/ boroughs receiving |less noney from taxes. She

then asked if the Matanuska-Susitna Borough is okay wth that
reduction in tax revenue.

REPRESENTATI VE HUGHES related that her region is fine with the
proposal as they deem it as inportant enough to provide relief
to the farners.

8:45: 37 AM

REPRESENTATI VE REI NBOLD hi ghlighted that HB 40 has a zero fiscal
not e.

8:45:45 AM

CO CHAIR LEDOQUX pointed out that the |anguage of HB 40 is
perm ssive as it uses the term"may."

8:46:13 AM

REPRESENTATI VE DRUVMOND, speaking as a recent Anchorage Assenbly
menber, related that although a property tax exenption may be
optional, there is great difficulty in not offering it.
Ther ef or e, she expressed interest in the coments of
muni ci palities and boroughs in the state. She opined that as a
menber of a borough assenbly she would question whether the
significant anmount of tax burden not received by the |[ocal
government will be shared with the remaining property taxpayers
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in the borough or w ped from the books. She explained that the
senior property tax exenption and disabled veteran's property
tax exenption in Anchorage has been offered for 25-30 years.
Al though initially the state reinbursed comunities for those
property tax exenptions, the state began to reinburse |ess and
less until the state doesn't reinburse any of the exenptions.
For Anchorage, the total of those property tax exenptions is
around $25 mllion, which is a sumthat can't be ignored by the
muni ci pal governing body. Therefore, that $25 mllion is shared
anong all the other property taxpayers in the nunicipality and
costs each nunicipal resident a little nore to provide these
exenptions. She inquired as to the anount of property tax this
woul d total were all the farmers who qualified took advantage of
t he proposed exenpti on.

REPRESENTATI VE HUGHES reminded the conmittee that [Version N
specifies that farmng activity nust constitute at Ileast 10
percent of the farmer's incone, which is a protection from
abuse. She recalled that the amount of property tax the
Mat anuska- Susi t na Borough wouldn't receive were HB 40 to pass is
estimated to be $3.5 mllion.

M5. BLAISDELL informed the conmttee that under the original
| egi slation, which specified that to qualify for the proposed
exenption 50 percent of the food storage or production building
had to be used for farmng, the state assessor estimated that
property tax in the Matanuska-Susitna Borough to be about $3.6
mllion. However, in Version N the qualification was changed
to require the food storage or production building to be used
al nrost exclusively for farmng, and thus the estimted tax
exenption may be less than anticipated under the original
ver si on. She related that Fairbanks felt the inpact of the
proposed exenption would be negligible and Delta Junction
doesn't tax the farmng industry so there would be no fiscal
i npact to them

8:52: 05 AM

CO CHAI R LEDQUX pointed out that the legislation uses the term
"person” rather than "individual." Therefore, she surm sed that
if an individual formed a LLC or S corporation and Jits
bui | di ng] was used exclusively for farmng activity, even if the
income from the LLC didn't constitute nore than 10 percent of
the individual's gross incone the exenption would still be
avai |l able to the LLC
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REPRESENTATI VE HUGHES replied yes, it would be 10 percent of the
LLC s incone.

8:53:10 AM

REPRESENTATI VE FOSTER inquired as to who determnes that a
person derives at |east 10 percent of their income from farmng
activity.

MS. BLAISDELL related her belief that it would be the | ocal
assessor.

8:54: 30 AM

STEVE VAN SANT, State Assessor, Dvision of Conmunity and
Regi onal Affairs, Departnment of Commerce, Community & Economc
Devel opnent (DCCED), explained that typically the |ocal assessor
cal cul ates whether 10 percent of the person's yearly gross
incone is from farmng activity. However, the farner has the
option of letting the state assessor's office know whether the
farm ng income reaches 10 percent of the farner's yearly gross
income. He estimated that about half a dozen farnmers send their
income tax returns to the state assessor's office rather than
the | ocal assessor.

8:55:13 AM

CO CHAI R NAGEAK opened public testinony.

8:55:24 AM

DON DYER, Econom c Devel opnent Director, Departnent of Econom c

Devel opnent, Mat anuska- Susitna Borough, related that the cost of
property tax is a large portion of the cost for farmng,

particularly for dairies. Dairies operate with a very thin
profit margin and thus the proposed tax exenption would nmake
them nore profitable and provide an incentive to expand. M.

Dyer, as an owner of a vegetable farm related that because of
Al aska's weather, one of the significant costs is storage that
will keep vegetables from freezing until they're sold.
Therefore, HB 40 would be a significant help with that.

8:57: 08 AM
LARRY DEVILBISS, WMyor, WMatanuska-Susitna Borough, began by

noting that he was the director of the D vision of Agriculture
for a few years. He then stated his support for HB 40 as it
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provi des another strategic tool to incentivize and increase food
production in the state. He was supportive of it being an
optional exenption, which if admnistered as the other property
tax exenptions would be by an application process during which
it's scrutinized closely. Wth regard to the senior and
veteran's property tax exenptions, Mayor DeVilbiss rem nded the
committee that those are nandatory exenptions. The proposal in
HB 40 is an optional and flexible tool for which he has heard no
negati ve feedback. He informed the commttee that although a
resolution in support of HB 40 is on the Matanuska-Susitna
Bor ough' s upcom ng agenda, he expressed the need to ensure that
the use of the term "person" does include those farnmers who
operate as an LLC, which is the case for nost farmers.

8:59: 32 AM
CO- CHAI R NAGEAK cl osed public testinony.
8:59:48 AM

M5. BLAI SDELL pointed out the follow ng changes enconpassed in
Version N. In Version N, the term "individual" was changed to
"person” at the request of farmers and Legislative Legal
Services. The term "individual" neans that a single person owns
and operates the farm and its structures and woul d' ve been the
only people eligible under HB 40. In Version N, the use of the
term "person” neans that the legislation applies to individuals,
LLCs, and other types of financial corporations such as S
cor por at i ons. Wiile that |anguage change broadens who could
benefit from the legislation, the sponsor felt the change was
i nport ant because of the current structure  of farm ng
or gani zat i ons.

9:01: 27 AM

CO- CHAIR LEDOUX w thdrew her objection to the adoption of
Version N. [ There being no further objection, CSHB 40, Version
28-LS0229\N, Bullard, 1/28/13, was adopted as the working
docunent . |

9:01: 37 AM

CO CHAIR LEDOQUX noved to report CSHB 40, Version 28-LS0229\N
Bul | ard, 1/ 28/ 13, out of committee [with i ndi vi dua
recomendati ons and the acconpanying fiscal notes]. There being

no objection, CSHB 40(CRA) was reported fromthe House Community
and Regional Affairs Standing Conmttee.
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9:02: 12 AM
ADJ OURNMENT
There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adjourned at 9:02 a.m

HOUSE CRA COW TTEE - 15- January 31, 2013



