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KATH E WASSERVAN

Executive Director

Al aska Muni ci pal League (AM.)

Juneau, Al aska

POSI TI ON STATEMENT: Provided presentation on |ocal governnent
oper ati ons.

REPRESENTATI VE HUGHES

Al aska State Legislature

Juneau, AK

PCSI TI ON STATEMENT: Sponsor of HB 40.

G NCER BLAI SDELL

Staff to Representative Hughes

Al aska State Legislature

Juneau, AK

PCOSI TI ON STATEMENT: Commented on HB 40 for the sponsor.

STEVE VAN SANT, State Assessor

Department of Commerce, Community and Econom c Devel opnent
( DCCED)

Anchor age, Al aska

PCSI TI ON STATEMENT: Avail able to answer questions on HB 40.

ACTI ON NARRATI VE

3:33: 01 PM

CHAIR PETER M CCICHE called the Senate Comrunity and Regi onal
Affairs Standing Comrittee neeting to order at 3:33 p.m Present
at the call to order were Senators Hoffrman, Egan, Bishop and
Chair M cci che.

PRESENTATI ON: Local Governnent by the Al aska Muini ci pal League

CHAIR MCCICHE said the first item on the agenda was a
presentation by Kathie Wasser man.

3:34: 44 PM
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KATH E WASSERMAN, Executive Director, Alaska Mnicipal League
(AML), Juneau, Al aska, said the reason she prepared the "Loca

Government 101" was last year while listening to a conmttee
heari ng she heard a nmenber in the House say they would have to
stop sone of these property tax exenptions, because if they
didn't it would totally break the state's budget. She called him
and said the state doesn't pay for it, and he disagreed. That is
when she saw a reason to help people understand how | ocal

gover nnment wor ks.

3:37:15 PM

M5. WASSERVMAN said the AM. represents all 162 cities and
boroughs in the state; a nunicipality includes cities and
bor oughs. N nety-seven percent of the population lives in these
cities and boroughs; the rest are in unorganized comunities.
AML does three things: they represent the voice of all cities
and boroughs and take those nessages to the legislature and to
the Congress; they try to build consensus as nuch as possible
and working closely wth the State Division of Community and
Regional Affairs provide training, picking up sone gaps they
can't pick up for whatever reason (low staffing or not enough
funds); and they also provide a joint insurance association -
pooling insurance and risk managenent, and an investnent pool
where nunicipalities can put noney they are setting aside for
proj ect s.

M5. WASSERMVAN said with their staff of five people, the AM. not
only represents all municipalities but the nunicipal affiliates,
as well. They support and do the work for the Al aska Conference
of Mayor s, the Alaska Cerks Association, the Managers
Associ ation, Alaska Finance Oficers, the Minicipal Assessors,
the Minicipal Attorneys, Minicipal Planners, and the Mnici pal
Fire Chiefs.

3:38: 06 PM

M5. WASSERVAN said page 4 listed the powers cities can select
from dependi ng on what status the city is. Page 6 listed all the
bor oughs; she added that the 19th borough, Petersburg, was added
last nonth. She said the l|argest borough is the unorganized
borough and that has an assenbly that is the legislature. In the
| ast 50 years they don't know of any tine where the |egislature
actually went into session as the assenbly.

She had references to the Alaska Constitution that provide for
maxi mum | ocal sel f-governnment and m ni mum | ocal government units
and said that having mninmum |ocal governnment is one of the
goals of the Local Boundary Conm ssion. All the boroughs and
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their different powers were listed on page 8 and were hel pful as
a reference. She explained that sonetines laws are witten
asking nunicipalities to do things that aren't wunder their
authority to do under Title 29.

3:40: 35 PM

M5. WASSERMAN said the senior citizens property tax exenption is
a mandated exenption under Title 29.45.050(g). This year those
exenptions totaled $57 million split between 19 nunicipalities.
Revenue sharing is a total of $60 mllion split between nore
than 162 comunities (including unorganized communities). So
they are very quickly getting to where the senior citizens
property tax exenption is nore than the revenue sharing. In the
Municipality of Anchorage, for instance, this year senior
citizens property tax exenptions is up to $28 mllion and their
revenue sharing is $15 mllion. The mayor is very concerned,
because at sonme point the state decided it didn't have the noney
to reinburse the municipalities entirely. She didn't know of a
muni cipality in the state that levies a property tax that would
not be willing to give breaks to seniors and disabled veterans
that need it. However, AM. thought it should be wunder the
purview of the municipalities to make their own decisions and to
do what they can afford rather than have it mandated by the
state and the cost not picked up.

3:43:59 PM

M5. WASSERMVAN sai d when she gave this presentation to the House
she was asked if they wanted noney back for reinbursenent for
the last 15 years and that is not what they want. They have
al ways been opposed to nmandated property tax exenptions and are
very careful in their response to optional property tax
exenptions. However, they are not taking a position against HB
40, because sone nunicipalities think it is good for them

She said the AM. appreciates revenue sharing, because
muni ci palities need help with providing basic services. They
can't raise enough noney through taxes and fees and don't want
to provide less services or l|lay people off. Laying people off
right now is also a bit problematic, because under SB 125 a
nunber of years ago, nunicipalities get "dinged® on |[|aying
people off if they are part of a group or classification.

She said the revenue sharing program gives them $60 mllion out
of progressivity and the Jlast tw years they received
supplenentals in the amunt of $20 mllion two years ago and
last year $25 mllion (based on the price of oil). This year,
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once again, they are asking for an additional supplenental of
$25 mllion.

3:45:57 PM
CHAIR MCCICHE said he thought sone folks msunderstand the
Boundary Commi ssion's mssion statenment - maxi mum | ocal

government/ m ni mrum | ocal governnent units - on page 7 and asked
her to clarify it.

M5. WASSERMAN said the intent of the framers of the Constitution
was to not have a lot of little governnents all over. In fact,
their original intent was to have boroughs not cities as seats
of government.

3:47: 03 PM
SENATOR BISHOP asked if any training is offered for rural
Al aska.

M5. WASSERMAN replied yes. She had been a mayor of a rural
comunity and always thinks of them first, because she knows
what it's |like to be out there in the mddl e of nowhere and not
know what to do next. The AM. has four neetings a year and at
their large annual conference they have newy elected officials
trai ni ng when about 120 people show up, 60-70 percent are from
small villages. They also try to put noney aside and offer
scholarships to fly in. The mayors also have a little
scholarship program to help mayors from rural villages fly in
and do all they can to nmake sure they get that training. The
| arger communities have the ability to get that in other places,
but the small ones don't.

3:49: 13 PM
CHAIR MCCICHE said they also offer sectional training for
pl anning directors that are appointed and staff; it's a great

organi zation. He said it would be nice for new folks in the
| egislature to have an early visit that hel ps them understand
the inmpacts of exenptions on snmaller communities.

M5. WASSERMAN answered that she agreed and they try to encourage
legislators to look at the big picture; when you do sonething
over here it affects sonething el se over there.

3:50: 40 PM
CHAI R M CCl CHE t hanked Ms. Wassernman for her presentation.

HB 40- MUNI Cl PAL TAX EXEMPTI ON: FARM STRUCTURES
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3:51: 03 PM
CHAI R M CCI CHE announced HB 40 to be up for consideration [CSHB
40(CRA) was before the commttee].

3:51: 06 PM

REPRESENTATI VE = HUGHES, sponsor of HB 40, Al aska State
Legi sl ature, Juneau, Al aska, said this neasure is a farm food
storage building tax exenption. HB 40 points to the fact that
agriculture remains inportant to Alaska and its purpose is to
strengthen a small but inportant section of Al aska' s econony.

She said Geg WIf with the Wrld Trade Center comented in the
Economic Devel opnent Committee |ast week about how Al aska
conpares economcally to other states. He said tw factors cause
us to lag: agriculture and manufacturing.

REPRESENTATI VE HUGHES said back in the 1950s nore than 50
percent of the food consunmed by Al askans was from Al aska and now
it's less than 5 percent. HB 40 would allow, not nmnandate, | oca

muni cipalities to exenpt specific food storage and production
buildings for those who derive at least 10 percent of their
income from farmng activities. She hoped that reducing the tax
on certain buildings woul d encourage food storage and production
without dimnishing a significant tax percentage for the
muni ci palities, which would help farnmers. But it wll also
i ncrease access to locally grown food for Al askans for a |onger
period of tinme. She said bringing food up on a barge can take
seven to nine days and when food is grown locally it can be on
the shelf within a day or two.

3:54:09 PM

REPRESENTATI VE HUGHES said she has a lot of farners in her
district and they were turning under crops and dunping produce
because it didn't make financial sense to store it because of
the tax they pay on the buildings. She sought input from
muni ci palities around the state who had good ideas which were
incorporated into the bill. The 10 percent income requirenent
was to prevent soneone who is just doing gardening as a hobby
fromgetting the credit.

Initially, she considered a building that would have 50 percent
farmng use and decided that would be too hard on the |Iocal
nmuni ci palities. They would have to get out a measuring tape to
figure out if it's 50 percent, but it would also apply to a |ot
nmore buildings and the fiscal inpact would be harder on those
local nunicipalities. So, they tightened it up in that the
structure nust be wused exclusively for farmng, which nust
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i nclude the food storage, processing or growing and not storing
a sail boat.

3:56:15 PM

REPRESENTATI VE HUGHES said Bethel has no tax and it wouldn't
apply in the Delta area that is unorganized, but it could apply
to a few greenhouses in Juneau.

3:57:17 PM

G NGER BLAI SDELL, staff to Representative Hughes, sponsor of HB
40, Alaska State Legislature, Juneau, Al aska, added the
Fai r banks assessor said the tax would be non-eventful. The Kenai
and Honer assessors said their farmng activity is done in hoop
houses made of l|arge PVC arched pipe with plastic over it, but
because they are not architecturally attached to the ground they
aren't considered a building structure. Kodiak also used hoop
houses; the only place that gave her a specific nunber for a
possi bl e tax exenption was the Mt Su Borough and he was trying
to count how many houses would be 50 percent food storage or
production and cane up with over $3 nmillion in tax. Once they
changed it to be exclusively for food storage or production, he
felt that that figure would be significantly reduced, but he
woul d have to | ook at sone of the buildings again.

REPRESENTATI VE HUGHES said Kenai came up with a figure of
$45, 000.

MS. BLAI SDELL added the whole borough, including Honer and
Sol dotna, would be a total of $75, 000.

CHAIR M CCI CHE said he thought it was a good bill and asked for
guesti ons.

3:59:10 PM
SENATOR BI SHOP agreed with Senator M cciche.

4:00: 05 PM
CHAIR M CCICHE said he thought just one part of the bill that
t al ked about hone kitchens m ght be awkward.

M5. BLAI SDELL said she talked to a couple of assessors who had
individuals who mght be picking their own raspberries and
selling them at a farnmers market, and because their kitchen is
part of a household structure and not solely for the purpose of
a farmng activity, it would not qualify for an exenption.
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REPRESENTATI VE HUGHES said she could renove the word "likely" to
make | anguage cl earer.

CHAIR M CCl CHE said he thought that would be the only thing that
m ght concern assessors.

4:01:52 PM
SENATOR EGAN asked if this language applied to the conmttee
substitute (CS)

REPRESENTATI VE HUGHES answer ed yes.

4:02:26 PM
CHAIR MCCICHE clarified that the CS doesn't nention kitchens at
all, so she would be free to renove the word "likely".

REPRESENTATI VE HUGHES answer ed yes.

4:02: 48 PM

STEVE VAN SANT, State Assessor, Departnment of  Conmmerce,
Community and Econom ¢ Devel opnent (DCCED), Anchorage, Al aska,
said he was avail able to answer questions on HB 40.

CHAIR MCCICHE said he would |eave public testinony open and
bring the bill up next Thursday.

4:03: 29 PM

There being no further business to come before the commttee
Chair Mcciche adjourned the Comunity and Regional Affairs
Conmittee at 4:03 p. m
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