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FISCAL NOTE ANALYSIS

STATE OF ALASKA BILL NO. HB337
2016 LEGISLATIVE SESSION

Analysis

HB337 provides the Deparment of Revenue three additional tools to enforce and collect the new excise tax on marijuana,
which is set to begin generating revenue with the start of commercial sales this summer. These tools include:

1) Establishment of a “tax penalty” for surplus possession of marijuana in excess of the allowable number of plants for
personal use. Marijuana beyond the legal limit of plants would be subject to taxation by the Department of Revenue at the
commercial rate of $50 / oz, in addition to being seized. This will provide an important enforcement alternative to the
criminal penalties that remain in statute. We believe this would be an effective deterrent to large unlicensed grow
operations which could impact the development of a legitimate, taxed, and regulated industry.

2) Adding a secondary tax liability to marijuana retailers, if they were found to be in possession of product for which they
cannot provide proof of having obtained it from a licensed grower. In this circumstance, the retailer would be required to
pay the $50 / oz tax. In addition to any law enforcement remedies, we believe it would be good policy and a strong
deterrent to make the purchaser / seller of unlicensed marijuana liable for all taxes that would have been paid had that
product originated from a legitimate source. It should be noted that the Department currently has the identical authority
regarding alcoholic beverages, per AS 43.60.040(c).

3) Establishment of a bonding requirement on marijuana taxpayers. This would be a requirement for awarding a license
under Title 17. Should taxes not be paid, the bond could be forfeited to the State.

The bill also includes conforming language that will mandate the electronic filing of marijuana tax returns. This will help to
implement the general electronic filing language that the Department hopes to add via other legislation this session.

Implementation Cost

The tax division can implement this leiglation with existing resources, both within our Excise Audit group as well as the
Department of Revenue's Criminal Investigations Unit (CIU). CIU works closely, and is co-located, with the investigations unit
of the Alcoholic Beverage Control Board / Marijuana Control Board, within the Department of Commerce, Community and
Economic Development.

Revenue Impact

The revenue brought in through these additional authorities is indeterminate. In practice, revenue will be gained in two
ways. First, there will be certain tax penalties levied through the enforcement of these statutes. Second, we believe there
will be substantial deterrent effect, which will result in a larger percentage of Alaska's marijuana growers to choose to seek
legal status through the MCB's licensing process, and a larger percentage of retailers to purchase their product from
licensed sources. Ultimately, the success of Alaska's legal marijuana industry will depend in large part on our ability to
minimize or eliminate the illegal black market economy that has traditionally existed for this product.
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