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SENATE COMMITTEE REPORT

D A TE: 2/11/3 FU RTH ER :
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Com m unity and Regional A ffairs Com m ittee considered CS FOR HOUSE BILL NO. 40(CRA)

HB 40-MUNICIPAL TAX EXEM PTION: FARM STR U C TU R ES  

"An Act establishing a municipal tax exemption for certain farm structures." 

and recommends:

  (______[ ] be replaced with SCS 

[ ] adopt previous SCS L

[ ] attached amendment(s)

[ ] adopt_____________________

[ ] further referral to

_Letter of Intent 

Committee

Dept Abbr.

ADM LWF
CED LAW

COR LEG
CRT MVA
EED DNR

DEC DPS
DFG REV
GOV DOT
DHS UA

) [  ] Same Title [  ]  Technical Title Change 
[  ]  New Title/SCR No.____

_) [  ]  Same Title [  ]  Technical Title Change 
[  ]  New Title/SCR No.____

NEW  FISCAL NOTE(S)

Dept. Fiscal Indet. Zero FN#

PREVIOUS FISCAL NOTE(S)

Dept. Fiscal Indet. Zero FN#

C€  D I

[ ] APPRO PRIATIO N - no fiscal note



SESSION ADDRESS:
Alaska State Capitol 

Juneau Alaska 99801 
Phone: 907-465-3743

S T A T E  L E G ' « A T ( / ^

Toll-free: 1-800-565-3743

INTERIM ADDRESS:
600 E Railroad Avenue 

Wasilla AK 99654 
Phone: 907-376-3725 

Fax: 907-376-4768
Fax: 907-465-2381

Rep.Shelley.Hughes@akleg.gov Representative Shelley Hughes 
House District 8 ~ Greater Palmer

February 13, 2013

Honorable Senator Micciche, Chair 
Community and Regional Affairs Committee 
State Capitol Room 125 
Juneau, AK 99801

Dear Senator Micciche,

I respectfully request a hearing date for HB40 Farm Food Structure Tax Exemption bill in the Senate 
Community and Regional Affairs committee at your earliest convenience.

HB40 supports the agriculture economy in Alaska by allowing municipalities to exempt specific food 
storage and production buildings for those who derive at least 10% of their income from farming 
activities. My hope for reducing tax on certain buildings will encourage food storage and production of 
food products without diminishing a significant tax percentage for municipalities.

If you have any questions with regard to scheduling the bill, please contact Ginger Blaisdell at 465-5265.

Sincerely,

Shelley Hughesv •
Representative
District 8~Greater Palmer

mailto:Rep.Shelley.Hughes@akleg.gov
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Honorable Senator Micciche, Chair 
Community and Regional Affairs Committee 
State Capitol Room 125 
Juneau, AK 99801

HB40 Farm Food Storage Building Tax Exemption 

Sponsor Statement
February 13, 2013

HB40 supports the agriculture economy in Alaska by allowing municipalities to exempt specific food 
storage and production buildings for those who derive at least 10% of their income from farming 
activities. My hope for reducing tax on certain buildings will encourage food storage and production of 
food products without diminishing a significant tax percentage for municipalities.

HB40 includes buildings that store food for human or animal consumption and includes food production 
equipment. The food production equipment is an integral component because it is typically the 
production process that allows the food product to be cleaned for proper storage, extends its shelf-life, 
or creates a food product that can be sold.

mailto:Rep.Shelley.Hughes@akleg.gov


CSHB40(CRA) 
Farm Food Storage Building Tax Exemption 

Side by Side Comparison of Committee Substitute
February 13, 2013

"An Act establishing a municipal tax exemption for certain farm structures."

*Section  1. AS 29.45.050 is am ended by 
add ing new  subsections to  read:

This leg is la tion does n o t change th e  ex is ting "fa rm  b ill"  sta tutes.

(t) A m un ic ip a lity  m ay by o rd inance 
p a rtia lly  o r to ta l exem pt fro m  taxa tion  a 
fa rm  s tru c tu re  used exclusive ly fo r  fa rm in g  
ac tiv ity , o r purposes d ire c tly  re la ted  to  
fa rm in g  ac tiv ity , i f  th e  fa rm  s tru c tu re  is 
ow ned o r leased by a person th a t is ac tive ly  
engaged in fa rm in g  and th a t derives a t least 
10 pe rcen t o f th e  person 's yea rly  gross 
incom e fro m  fa rm in g  ac tiv ity , and the  
s tru c tu re  is used fo r

A m u n ic ip a lity  m ay pa rtia lly  o r fu lly  exem pt th e  p ro p e rty  tax  fo r  a 
qu a lify ing  fa rm  foo d  storage o r foo d  processing s tru c tu re /b u ild in g . 
This b ill does n o t m andate  th e  tax  exem ption  b u t w o u ld  a llow  a 
m un ic ip a lity  to  consider th e  exem ption  and can de te rm in e  the  
percen tage o f th e  value o f th e  s tru c tu re  to  be exem pted fro m  
taxa tion .

The fa rm  s tru c tu re  m ust be used exclusive ly fo r  fa rm in g  ac tiv ity  or 
purposes d ire c tly  re la ted  to  fa rm in g  ac tiv ity . This iden tifies  th e  
purpose o f th e  bu ild ing  to  be considered fo r  exem ption .

•  The orig ina l b ill specified 50% o f th e  s truc tu re  to  be used 
fo r  foo d  storage o r processing purposes. This seem ed to  

crea te  add itiona l w o rk  and po te n tia l in te rp re ta tio n  on 
be ha lf o f  th e  m unicipa l assessors.

•  By using th e  w o rd  "exc lus ive ly" it is clear th a t th e  in te n t o f 
th e  s truc tu re  is fo r  fa rm in g  and foo d , and the  need fo r  tape 
m easures and guessw ork w o u ld  be e lim ina ted .

The person w h o  ow ns th e  s tru c tu re  m ust be active ly  engaged in 
fa rm in g  and derive a t least 10 pe rcen t o f  th e  person 's yea rly  gross 
incom e fro m  fa rm in g  ac tiv ity . This section id en tifie s  a change to  the  
orig ina l b ill.

•  The orig ina l w o rd  choice was " in d iv id u a l"  b u t a fte r 
speaking w ith  others, it was ev ide n t th a t m any farm ers 
m ay have established them se lves in a business s truc tu re  
such as an LLC.

•  The w o rd  "p e rson " includes ind iv idua ls  as w e ll as o th e r 
business s tructures. It can inc lude  sole p rop rie to rsh ips , LLC, 
S-corps, co rpora tions, trus ts , etc.

(1) The g ro w in g , storage, o r 
processing o f  grains, fru its , 
vegetables, o r o th e r crops 
in te nd ed  fo r  hum an consum p tion  

and p roduced  by th e  o w ne r's  o r 
lessee's fa rm in g  ac tiv ity ;

The s tru c tu re  m ust be used fo r  g row ing , storage o r processing o f 
consum able foo d  plan ts th a t are produced by th e  ow ner's /lessee 's  
fa rm in g  activ ity .

The second change to  th e  orig ina l b ill is th e  inclusion o f th e  task o f 
g row ing  fo o d  products. This change w o u ld  a llow  greenhouses th a t 
are used to  g ro w  foo d  to  be ne fit fro m  th e  tax  exem ption .

HB 40 CS comparison to original version
Prepared by Ginger Blaisdell, Staff to Representative Hughes

Page 1



(2) The storage o r processing o f
(A) Feed fo r  livestock, po u ltry , o r 

o th e r an im als used in th e  
ow ne r's  o r lessee's fa rm in g  
ac tiv ity ;

(B) M ilk  o r m ilk  products 
produced by th e  ow ne r's  o r 
lessee's fa rm in g  ac tiv ity ; or

The s tru c tu re  m ay be used fo r  storage o r processing o f feed fo r 
an im als used in th e  fa rm ing  activ ity .

The s tru c tu re  m ay be used fo r  storage o r processing o f  m ilk 
p roducts  produced by the  fa rm in g  activ ity .

(3) S tab ling o r m ilk ing  th e  ow ne r's  o r 

lessee's da iry  anim als.
The s tru c tu re  m ay be used in s tab ling  o r m ilk ing  da iry  anim als. This 
is specifica lly  no ted  because a s ign ifican t area o f th e  fa c ility  m ay be 
used to  m anage ca ttle  and th e  da iry  eq u ip m e n t m ay c o n s titu te  a 
sm a lle r area o f th e  s truc tu re .

(u) In th is  section , "fa rm in g  a c tiv ity " m eans 
raising and harvesting  crops; feed ing, 
breed ing, and m anag ing livestock; da iry ing ; 

o r any com b in a tio n  o f those  activ ities.

The d e fin itio n  o f " fa rm ing  a c tiv ity " is im p o rta n t because it  c larifies 
w h a t it  means to  be fa rm ing. Assessors and fa rm ers  can have a 
b e tte r unde rs tand ing  o f the  qu a lify ing  provis ions if  the y  f i t  the  
d e fin itio n .

Some gen tlem en o r hobby fa rm ers m ay n o t qu a lify  fo r  th e  
exe m p tio n  i f  th e y  do n o t f i t  th e  purpose o f th e  s truc tu re , derive at 
least 10% o f th e ir  yea rly  gross incom e fro m  fa rm ing , and are 
active ly  invo lved in a fa rm in g  activ ity .

Possible scenarios regard ing  th e  s truc tu re :
1) a barn used to  s to re  ca ttle  feed m ay include a processing f i lte r  th a t separates som e partic les  fro m  th e  grain so 
th a t it  does n o t m old  qu ick ly  w h ile  in storage; th e  hay is s to red  in th e  s truc tu re  th rou gh  th e  w in te r  and dep le tes as 
ea ten; a tra c to r  m ay be b ro u g h t in to  th e  barn as space a llow s fo r  general m aintenance . This exam ple w o u ld  like ly 
qu a lify  fo r  th e  exem ption .

2) a barn used to  s to re  ro o t vegetab les includes som e separa ting  and c leaning eq u ipm en t and has m oveab le bins 
fo r  tra n s p o rtin g  th e  fo o d ; th e  barn is also includes a m o th e r- in -la w  a p a rtm e n t fo r  guests and w hen th e  foo d  stores 
are low , th e  fa m ily  car is parked indoors. This exam ple w o u ld  no t like ly  qu a lify  fo r  th e  exem ption .
3) a greenhouse th a t grow s raspberries and stores ja rs o f preserves and syrup w o u ld  like ly  qu a lify  fo r  th e  
exem ption .
4) a greenhouse th a t grow s one aisle o f  vegetables, one aisle o f tu lip s  and sells law n m ow ers and fe rtiliz e r w ou ld  
no t like ly  qu a lify  fo r  th e  exem ption .
5) the home kitchen used fo r  canning and preserving w ild  berries picked on th e ir  ow n land, s to rin g  th e  preserves 
in th e  pa n try  and selling th e  preserves a t a fa rm e r's  m arke t; th e  residence w o u ld  like ly  n o t qu a lify  as a foo d  
s torage and processing s truc tu re .
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S ta te  o f A la ska  

2 01 3  L eg is la tive  S ess ion

Fiscal Note

Identifier: H B040-DCC ED-DC RA-01-25-13

T itle: M UN IC IPAL TAX EXEM PTIO N: FARM USE LAND

Sponsor: HUGHES

Requester: House Com m unity and Regional A ffa irs

Bill Version: CSH B 40(CRA)

Fiscal Note Num ber: 1

(H) Publish Date: 2/1/13

Department: Departm ent o f Com m erce, Com m unity and

Econom ic Developm ent 

Appropriation: Com m unity and Regional Affa irs 

A llocation: Com m unity and Regional Affairs

OMB Com ponent Num ber: 2879

Expenditures/Revenues
Note: Am ounts do not include inflation unless otherw ise noted below.__________________________________________(Thousands of Dollars)

FY2014
Appropriation

Requested

Included in 
G overnor's 

FY2014 
Request

O ut-Year Cost Estim ates

OPERATING EXPENDITURES FY 2014 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
Personal Services
Travel
Services
Com m odities
Capita l Outlay
G rants & Benefits
M isce llaneous
Total Operating 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Fund Source (Operating Only]
None
Total 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Positions
Full-tim e
Part-tim e
Tem porary

Change in Revenues

Estimated SU PP LEM EN TA L (FY2013) cost: 0.0

Estimated CAPITAL (FY2014) cost: 0.0

ASSO CIATED  REGULATIONS
Does the bill d irect, or w ill the bill result in, regulation changes adopted by your agency? No
If yes, by w hat date are the regulations to be adopted, am ended or repealed?

Why this fiscal note differs from previous version:___________________________________
Not applicable, initial version.________________________________________________________________

Prepared By: 
Division 
Approved By:

Scott Ruby, Director
Community and Regional Affairs
JoEllen Hanrahan, Director
Administrative Services

Phone: (907)269-4569
Date: 01/25/2013 10:04 AM
Date: 01/25/13

Printed 1/26/2013 Page 1 of 2



F IS C A L  N O T E  A N A L Y S IS  #1

STATE OF ALASKA
2013 LEGISLATIVE SESSION

Analysis

This b ill w o u ld  am end ex is ting  s ta tu tes  regard ing perm issive m un ic ipa l ta x  exem ptions. It w o u ld  give 
m un ic ip a litie s  th e  a u th o r ity  to  p a rtia lly  o r  to ta lly  exem pt ce rta in  fa rm  s truc tu res  ow ned o r leased by an ind iv idua l 
w h o  is ac tive ly  engaged in fa rm in g  and w ho  derives a t least 10 pe rcen t o f  th e ir  gross yea rly  incom e fro m  fa rm in g  
ac tiv ity . M un ic ip a litie s  w o u ld  need to  a d o p t an ord inance th a t enacts th e  exe m p tio n  and app lica tion  procedures 
aw ard ing  exem ptions.

Existing s ta tu tes  requ ire  th e  s ta te  to  re im burse  a borough o r c ity  fo r  th e  real p ro p e rty  tax  revenues lost to  it  by the  
im p le m e n ta tio n  o f  tax  exem ptions . I f  passed, th is  add itiona l exe m p tio n  w o u ld  also be re im bursab le  by th e  state. 
H ow ever, s ta tu tes  p rov ide  th a t i f  ap p ro p ria tion s  are n o t su ffic ie n t to  fu lly  fund  re im bursem en ts , th e  a m o un t 
ava ilab le  shall be d is tr ib u te d  p ro -ra te  am ong elig ib le m un ic ipa lities . In th e  past, the  sta te  has n o t fu lly  funded  
re im b u rse m e n t fo r  ex is ting  m un ic ipa l tax  exem ptions.

There is no an tic ip a ted  fiscal im pact to  th e  D ivision o f C o m m un ity  and Regional A ffa irs  fro m  th is  bill.

b i l l  n o .  CSHB 40(CRA)

(Revised 1/15/2013 OMB) P a g e  2  of 2



Tel (907) 586-1325 • Fax (907) 463-5480 • www.akml.org
217 Second Street, Suite 200 • Juneau, Alaska 99801

February 5, 2013

Honorable Shelley Hughes 
Alaska State Capital Building 
Room 409 
Juneau, Alaska

RE: HB40

Dear Representative Hughes,

Historically, the Alaska Municipal League has adamantly opposed all legislation that 
attempts to put property tax exemptions in place, as property tax is a local government 
authority in the State of Alaska. The State of Alaska has statutes in place requiring the 
State to reimburse for Senior Citizen’s/Disabled Veteran’s Property Tax; that does not 
take place and municipalities lose millions of dollars to this unfunded mandate.

The Alaska Municipal League takes its lead from its member municipalities. The 
municipalities that would be affected by HB 40 have not taken a stand against HB 40 
and do not feel that it would be detrimental to their residents, as the ability to actually 
exempt any property is optional and there appear to be limitations and parameters on 
those who could qualify, thus helping the people this bill really intends to help.

Finding no substantial opposition to this bill, the Alaska Municipal League will take a 
neutral position on HB 40. W e do thank you and your office for reaching out to the 
affected communities and for giving communities the choice as to whether their financial 
situation warrants these tax exemptions.

Again, we thank you for your willingness to work with us in regards to HB 40.

Sincerely,

Kathie Wasserman 
Executive Director 
Alaska Municipal League

Member of the National League of Cities and the National Association of Counties

http://www.akml.org

