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3:32: 09 PM

CHAIR PETER M CCICHE called the Senate Comrunity and Regi onal
Affairs Standing Commttee neeting to order at 3:32 p.m Present
at the call to order were Senators Egan, Gessel, and Chair
M cci che.

HB 40- MUNI Cl PAL TAX EXEMPTI ON: FARM STRUCTURES

3:32: 43 PM
CHAI R M CCI CHE announced HB 40 to be up for consideration [CSHB
40(CRA) was before the commttee].

3:33: 09 PM

G NGER BLAI SDELL, staff to Representative Hughes, sponsor of HB
40, reviewed that this neasure was introduced to encourage
agriculture throughout the state and to encourage food storage
for the purposes of having |onger sustainable food products
avai l able on our shelves for human or aninmal consunption, and
also in the event there is a disaster.

She said the bill allows a nunicipality the option to entertain
a tax exenption, either fully exenpt or a percentage, for a
building that is 100 percent for food storage or production. It
must be 100 percent related to a farmng activity, which
disqualifies a lot of buildings that may be partially for food
and partially for some other purpose. The individual nust derive
at least 10 percent of his/her annual incone from that farm ng
activity.

3:34: 43 PM

SENATE CRA COW TTEE -2- February 28, 2013



CHAI R M CCl CHE opened public testinony.

3:34: 51 PM
At ease from 3:34 to 3: 35.

3:35:43 PM

BARBARA M LLER, representing herself, Wsilla, Alaska, opposed
HB 40 saying it would cost the taxpayers of MatSu roughly $3
mllion nore annually in addition to the many mllions of
dollars in subsidies farners get due to their |and assessnents
of only $350 an acre. There are nmany homeowners on one or two
acres with a house who have at |east a $175,000 assessnent and
they are subsidizing the farmer who has 500 acres. Additionally,

she said old structures should not be included in the bill; only
new ones should since the old structures are already paid for.
On line 4, "totally exenpt" should be deleted, because the

farmer should have sonme skin in the gane instead of getting a
free ride on an already extrenmely generous subsidy. In line 6,

there shouldn't be any leasing at all. If this happens, the
farmer then gets revenue for property that has little or no tax
bill attached so he could actually be making a big profit wth

little or no expenditure, again, at the expense of the borough
taxpayer. On line 7, 10 percent is ridiculous; if a farmer earns
that little on his income from farmng, he is not a farmer. It
shoul d be 100 percent before the farmer gets any exenption or
t hat person could not be classified as a farnmer.

3:37:19 PM
SENATOR BI SHOP j oi ned t he neeti ng.

M5. MLLER continued that MatSu farmers sell 75 percent of their
products to Anchorage, yet the taxpayers of the MatSu subsidize
100 percent of this already too generous tax exenption. She
supported farmng as a business, but it should be run as a
busi ness not as a private club.

3:38:29 PM
CHAIR MCCICHE, finding no further coments, closed public
testi nony.

3:39: 00 PM

SENATOR G ESSEL noved to report CSHB 40(CRA), version 28-
LS0229\'N from committee to the next conmmttee of referral wth
i ndi vi dual recommendations and attached zero fiscal note.

3:39:27 PM
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CHAIR M CCI CHE objected for purpose of discussion. He asked Ms.
Bl ai sdel | to conment on Ms. MIler's testinony.

3:40: 00 PM

M5. BLAI SDELL responded that when this bill was originally
drafted, they thought it was just for property owned by the
farmer, but they found that many farns are |leased to new young
famlies that actually work and nmanage the whole farm The |ease
part seened to cause a little strife for those who do not
actually own the |and, because their |ease cost would go up as
long as the property is exenpt or there is some kind of tax
value that is lessened a little bit. It didn't seem that it
would be going to the actual |and owner, but that the savings
woul d be passed onto the lessor. They know of only a couple of
famlies leasing a farm because they can't afford to purchase
t he | and.

3:41: 07 PM
CHAI R M CCl CHE asked for the actual inpact to Mat Su.

M5. BLAISDELL responded that she spoke with the MitSu tax
assessor who said if 50 percent of a building would be eligible
for food storage or production it would take him so much work to
go into every single building and determ ne what the 50 percent
is. Is it volunme? Is it square footage of the floor or of the
upstairs full of hay and the downstairs is doing sonething else?
So they changed it to the entire building to be used for food
storage and production. Wien it was a 50 percent consideration

the assessor thought the inpact would be slightly nore than $3
mllion. Being 100 percent for food storage and production would
bring that down significantly, but he couldn't give her a
specific nunber since he hadn't been inside all of those
buil dings to determ ne that.

3:42: 31 PM
CHAIR M CClI CHE noted that there wasn't any opposition from AWML
or the Mat Su Borough; and no other municipality was testifying.

SENATOR G ESSEL said that m ght be because the bill says "may".
But she agreed with Ms. MIller on the line 7 I|anguage that
deriving at least 10 percent of the person's yearly gross from
farmng activity seened extrenely mnimal and it, in fact, nade
her unconfortabl e.

3:43: 54 PM
CHAI R M CCl CHE asked staff about the 10 percent.
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M5. BLAISDELL replied that the 10 percent was used, because it
is the sane as that used by the state and federal governnents in
the Agriculture Bill for a farner's incone. They kept it at 10
percent, because nunerous farners have one spouse working the
farm as the primary inconme and the other spouse has a job
sonewhere else that actually pays for the farm So, if the farm
makes $100,000 a year and the job brings in $100,000, it all
goes to pay for the farm it's nore of a lifestyle choice. Ten
percent still shows that you're in the farm ng business as a
busi ness and selling goods, and they felt that anyone who wants
to engage in the business of food should be sonehow able to
receive a benefit, because it's so inportant to have fresh food
on our shel ves.

3:45:43 PM

SENATOR BI SHOP said everyone is cognizant of food security and
hopefully this is a step in the right direction to revitalize
the industry and grow it a little bit.

3:46:49 PM

CHAIR MCCICHE said the battle occurs in the Assenbly Chanbers,
not in the legislature. As a forner small town mayor he knew how
painful it was when the legislature nmade sonme of these
exenptions that are "shall"; this is a "my", so locals can
decide. He hoped growing food would be supported by the
muni ci palities.

3:47:39 PM
CHAIR MCCICHE renoved his objection and finding no further
obj ections, announced that CSHB 40(CRA) noved fromcomm ttee.

3:48: 16 PM

There being no further business to cone before the conmttee
Chair Mcciche adjourned the Senate Comunity and Regional
Affairs Commttee neeting at 3:48 p. m
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