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ACTI ON NARRATI VE
3:03:16 PM

CHAIR SEATON called the House Health and Social Services
St andi ng Committee neet i ng to or der at 3:02 p. m
Representatives Seaton, Talerico, Stutes, Tarr, and Wol were
present at the call to order. Representatives Vazquez and
Foster arrived as the neeting was in progress.

PRESENTATI ON:  DEPARTMENT OF HEALTH AND SOCI AL SERVI CES DI VI SI ON
OF PUBLI C ASSI STANCE

3:03:41 PM

CHAI R SEATON announced that the first order of business would be
a presentation by the Departnment of Health and Social Services,
Di vision of Public Assistance.

3:04: 02 PM

RON KREHER, Acting Director, Drector's Ofice, Division of
Public Assistance, Departnent of Health and Social Services
(DHSS), provided a PowerPoint overview of the prograns, budget,
core services, and service population titled "FY2016 D vision
Overvi ew. " He stated that he would also discuss poverty in
Al aska and the role of the division and its services. He
cormmented that the current budget deficit with its corresponding
environment were "a big test of state priorities, and certainly
the funding that goes with those priorities.” He nentioned HB
30 which asked for priorities to services and prograns while
requesting a cut to sone of these, as well as the proposed
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budget by the governor. He noted that the Alaska State
Legislature was also interested in the projected reduction of
general fund spendi ng. He asked that the committee ponder the
guestion of identifying Alaska's nobst vulnerable citizens, and
what standards should be used to prioritize safety net services.
He declared the inportance of ways that the departnent, the

di vi si on, and t he | egi sl ature coul d ensure t hat t he
constitutional mandate for the welfare of Alaskans was net. He
directed attention to an eight page overview of the division
prograns, as well as the Wnen, Infants, and Children (WO
program and the <child care program [Included in nenbers

packet s] . He declared that these two programs could meke a

di fference for Al askans.
3:07:36 PM

MR. KREHER reviewed the "D vision Organization Chart", slide 2,
whi ch showed the distribution of the 589 staff, including the 23
positions requested to support Medicaid Expansion. He reported
that 75 percent of the workforce was dedicated to eligibility
determ nations and benefit issuance throughout the 18 statew de
field offices. He stated that there were also grantees and
contractors providing support for famlies primarily through
work services, WC, and child care. He shared that the m ssion
of the division, slide 3, "Division Overview," was to pronote
sel f-sufficiency and safety net benefits for famlies, as well
as admnistrative managenent for prudent stewardship of the
state's resources through the program integrity and quality
assurance sections. He noted that nore than 155,000 Al askans
were served by the Division of Public Assistance in Novenber
2014, which he declared to be a normal service popul ation size,
as it included child care, food stanps, and adult public
assi st ance. He said that, although it could be surprising to
consider that so many Al askans were |ow incone, in poverty, and
met the criteria for the prograns, Al aska was "in the mddle of
pack nationally,"” as the national average was about 18 percent
and Al aska was at the 20 percent |evel.

3:10: 02 PM

REPRESENTATI VE TARR asked whether a recipient of nore than one
program was counted once or tw ce.

MR. KREHER replied that this was the total nunber of recipients,
not dupl i cat ed.

REPRESENTATI VE TARR asked if that al so i ncluded the chil dren.
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MR. KREHER replied that this included everyone, adults and
chi | dren.

3:10: 40 PM

CHAI R SEATON asked how many personnel were related to Medicaid
Expansi on.

MR KREHER replied that there were 23 people, primarily
eligibility technicians, as well as sonme policy and research
anal yst s.

3:11: 05 PM

REPRESENTATI VE WOOL asked if the hirings were in anticipation of
Medi cai d Expansi on.

MR. KREHER replied that the departnent anticipated that Medicaid
Expansion would occur in July, and this would include those
individuals in "the gap group.”

REPRESENTATI VE WOOL asked if these were recent hires.

MR. KREHER clarified that these positions had not yet been
hired, but would start after the beginning of the new fisca
year.

3:12:10 PM

MR KREHER returned attention to the percentage of the
popul ation receiving aid and said that |ow incone Al askans were
the first people to be effected in an econom c downturn, and
they were the last ones to recover. He reflected on the
recession which began in 2008, and pointed out that this
effected a lot of low inconme famlies in Al aska. He stated that
this could lead to an increased denmand for the division's
servi ces.

3:13: 22 PM

MR. KREHER noved to slide 4, a graph titled "DPA Casel oad
Hi story FY2007-2014," and reviewed the growh in recent years of
the seven largest programs in the division. He pointed out the
parallel growth between the Medicaid population and the food
stanp casel oads over the |ast few years.
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3:13: 54 PM

MR. KREHER addressed slide 5, a program graph, "DPA Benefit
Hi story FY2007-20014," that indicated the drops and peaks of
services related to seasonal needs, such as heating assistance,
whi ch had received a |lot of supplemental funding fromthe Al aska
Affordabl e Heating program He pointed out that the big dips in
the food stanp program (SNAP) reflected the nonths that
recipients received the permanent dividend fund, and the
i ssuance of cash benefits to replace the |oss of federal funds.

3:14: 38 PM

MR. KREHER, in response to Representative Vazquez, helped to
establish the order of the graph |ines.

3:16: 01 PM

MR. KREHER, slide 6, used a state map of census districts to
i ndicate where public assistance was distributed by percentage
of  popul ati on. He noted that the rings reflected the
unenpl oynent rates in those sane areas, and he acknow edged t hat
there was a connection between areas of |ow enploynent and
reliance on public assistance, even in the urban areas.

3:17: 01 PM

MR. KREHER directed attention to slide 7, "DPA Service
Popul ation,” which listed the priorities under the results based
accountability nodel. He said that the Division of Public
Assi stance touched individuals in every stage of life, and

protected and pronoted the health of Alaskans by making
eligibility determnations for Medicaid, noting the life cycle
chart at the bottom of the slide. The WC program addressed
nutritional needs for pregnant wonen and young children who were
at nutritional risk, Medicaid provided health care access and
delivery, and Alaska famlies were assured of their basic needs
and supports to keep the fam |y together. He reported that the
adult public assistance program ensured that seniors and
individuals with disabilities were able to live as independently
as possible in their comunities. He declared that personal
responsibility was a key aspect of many public assistance
programs, noting that the tenporary assistance program had major

work  requirenents. He opined that the chart provided
percentages for services and ages served, from pre-natal to
deat h. It also indicated that alnbst 60 percent of the service
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popul ati on were children under the age of 18 or seniors over the
age of 65.

3:19:30 PM

MR. KREHER addressed slide 8, "Individual Recipients - Novenber
2014," which reflected that nmany Al askans received multiple
benefits fromnultiple prograns. He pointed out that 36 percent
[ 55,194 people] of the total service popul ation of about 155, 000
people, only received Medicaid; whereas, food stanps "touches
many, many nore Al askans.” The nature of the earnings for the
wor ki ng poor changed dramatically in the last few years, and it
was now estimated that [indisc.] mllion Americans had incones
bel ow 200 percent of the federal poverty rate. He stated that
the vast nmmjority of these people were working. Overall, in
Al aska, 26 percent of people who receive food stanps had earned
inconme, and were working while living at a poverty |evel.

MR. KREHER said that slide 9, "Race, Al Prograns - Novenber
2014," provided additional denographic information, reporting
that 40 percent of the division' s service population was Wite,
whil e 39 percent was Al aska Nati ve.

3:21:21 PM

REPRESENTATI VE TARR returned to slide 8, and asked about the
income guidelines for eligibility to food stanps and Medi caid.
She opi ned that everyone who qualified for food stanps should be
qgual i fied for Medicaid.

MR. KREHER expl ained that the food stanp program incone limts
were lower than the incone limts for nobst Medicaid prograns.
The reality was that the mpjority of those who only qualified
for food stanps would not, until Medicaid Expansion, qualify for
Medi cai d. He noted that other individuals opted to only apply
for services and prograns that they felt "they truly need.™

REPRESENTATI VE TARR nused that these people were eligible, but
did not apply.

MR. KREHER acknow edged "there nmay be sone folks who are, in
fact, eligible for Medicaid and haven't applied.”

3:22: 50 PM

MR. KREHER addressed slide 10, and reiterated that the high
percentages of <children, when conbined with adults, was the
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majority of the service population. He declared that it was
inmportant to note that many of those in the adult category had
disabilities and were al so receiving adult public assistance.

3:23:32 PM

MR. KREHER spoke about slide 11, "Public Assistance Core
Services," and shared that the core services in the division
were narrowy defined, as a "big chunk of it is actually doing
the eligibility determination.” He reported that 75 percent of
the workforce were office assistants, eligibility technicians,
and supervisory staff who were handling the intake, doing the
renewal appl i cati ons, and ensuring t hat benefits wer e
distributed in a tinely manner. He reported that the slide
depicted the average nonthly recipients, and noted that sone of
t he services were seasonal

CHAI R SEATON asked if those not listed as annual were nonthly
aver ages.

MR. KREHER stated his agreenent. He nmoved on to slide 12
"Public Assistance Core Services," which listed the annual
expenditures for these sane prograns. He pointed out that the

SNAP program (food stanps) was not included as the division only
handl ed its adm nistration, and not the funding.

REPRESENTATI VE STUTES asked for clarification on slide 11, which
listed 4,706 children receiving child care assistance.

MR. KREHER explained that this was the nunber of children who
were aut horized for the benefit.

REPRESENTATI VE STUTES asked about slide 12, which listed a
childcare cost of $1.7 mllion per nonth.

MR. KREHER replied that this was correct, that childcare was an

extraordinarily expensive option for parents. He relayed that
the cost of housing for low incone famlies was enornous, and
that child care for nultiple children could be even nore. He

said that eligibility determination and distribution of the
benefits was the second part of the division's core service.

3:27:30 PM

REPRESENTATI VE STUTES relayed that the childcare cost was $369
per nmonth per child.
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CHAI R SEATON stated that $369 per nonth was "quite a deal.”
3:28:13 PM

MR. KREHER declared that there were three child care prograns,
PASS (Parents Achieving Self Sufficiency) prograns, which
included one for people on welfare, the Al aska Tenporary
Assi stance program one for people in transition from welfare
and the third was for people off welfare, working, or in
education related to enploynent. He said that the subsidies
i ncreased as a person advanced through the prograns.

3:28:52 PM

MR. KREHER noved on to slide 13, "Public Assistance Core
Services," which listed the nonitor beneficiary and provider
conpliance, the areas that ensured that Al askans receiving the
benefits, as well as the vendors, were being as responsible as

possi bl e. He stated that there had been a lot of outreach to
educate the public about high quality. He shared that the
qual ity assurance group net federal reporting requirenents, and
another group reviewed and nonitored vendor conpliance. He

declared that all the groups were related to ensuring the nost
effective stewardship of the state's resources, stating that the
fraud team was "a crack wunit" and had recovered alnost $8
mllion in the past year.

3:30: 15 PM

MR. KREHER spoke about the individual and famly support
services, which worked in concert with child care to provide
basic services for famlies, as a safety net to help keep their
honmes and supplenent their food. He said that all of these
progranms can have a positive inpact by assisting with job search
and work activities, enploynent and self-sufficiency planning,
supportive services, skills developnent, job training, and
famlies first and self-sufficiency activities. He expounded on
the WC program and the inpact on people wthout adequate

nutrition. He declared the inportance for adequate and proper
nutrition for children, noting that research tied poor nutrition
to "all sorts of behavioral challenges.” He relayed that the

work services progranms had work requirenents intended to help
peopl e get off the assistance roles. He acknow edged that there
were a significant nunber of people with special needs who
cannot achi eve self-sufficiency in the expected two year period.

3:32: 48 PM
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MR. KREHER reviewed the WC program slide 15, and |auded the
national award wnning breastfeeding pronotion and support
program as well as the health and nutrition education program
He directed attention to the additional commttee information
[ ncluded in nenbers' packets].

3:33:27 PM

MR. KREHER offered a brief budget overview, slide 16, "DPA
Budget Overview," declaring that this did not include the SNAP
benefits. He pointed out that the division budget was just
under 12 percent of the departnent budget, and that the vast
anount of the noney, 76 percent of the funding, was paid to the
clients or the vendors serving the clients in the comunities.
He added that about $15 million each nmonth were paid in SNAP
benefits in Al aska. He reported that the adm nistrative costs,
whi ch included the personal services to the enployees, was about
24 percent of the budget. He addressed slides 17 and 18,
"Division Overall Funding Detail,"” and stated that a lot of this
expenditure was from the general fund and went to the clients
and vendors.

3:34:49 PM

REPRESENTATI VE VAZQUEZ asked about the "other" category that
showed 5 percent.

MR. KREHER def err ed.
3:35:14 PM

MR. KREHER addressed slide 19, "Breakdown of General Funds,"
whi ch depicted the funds by program  The general fund breakout
was used to identify areas for efficiencies as requested by the
governor, which resulted in a $12 mllion total reduction, slide
20. He listed the cuts identified for progranms, which included:
the Al aska Tenporary Assistance Program the Adult Public
Assi stance Program the Tribal Assistance Prograns, and the
Energy Assistance Program because there were |apsed bal ances in
each of these, and there were sonme declining casel oads. He
offered his belief that, although this could work, the big risk
was if the econonmy did not get noving, as the people on the
margi ns would begin to feel even nore pressure. At that point,
he asked, would there be the funds necessary to provide benefits
for a growing caseload in the future. He stated that the only
program with a programmatic inmpact was the proposed reduction to
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the senior benefits program This program had been under review
for termnation and the senior population was likely to clinb.
He suggested that the big driver in cost in the next 5 - 8 years
for this program would be from the famlies that receive the
hi ghest paynent, $250 each nonth, as that segment of the
popul ation would nost |ikely grow. He reported that this
i ncluded several thousand people who did not receive any other
benefits fromthe state. He said that this would result in a 20
percent reduction to benefits.

3:39: 08 PM

REPRESENTATI VE TARR asked if the incone limts were also being
adj ust ed.

MR. KREHER responded that the federal poverty limts were
adj usted annually, although the change in the senior benefit
| evel s woul d not happen until 2016.

REPRESENTATI VE TARR asked for clarification that this was for FY
2016, effective July 1, 2015.

3:40: 02 PM

MR. KREHER reviewed the division's successes, slide 21, "Recent
Successes, " whi ch included a federal bonus award for
adm nistration of the food stanp program Al t hough this noney
had to be reinvested in the SNAP program there was a 50/50
match for it, and this $900,000 bonus would then be worth $1.8
million if it was used in the SNAP program He reported that a
plan for use of the noney would be submtted in the upcom ng
week. He spoke about the devel opnent of a quality inprovenent
system for childcare, which was an organized way of assessing,
i nprovi ng, and communi cating the quality of early child care and
| earning progranms for famlies. He pointed out that Al aska was
one of the few states that did not have a full Quality
Recognition & I nprovenent System (QRIS), so the state partnered
with thread, which was the state's resource referral agency. He
said that this effort would be anplified as the childcare
devel opnent fund bl ock grant had been renewed, but this required
a lot of work, sone of which was not funded by the federal
gover nnment . He nmentioned the alnost $8 mllion in cost
avoi dance fraud clains and direct savings for program
di squalifications. He said that the IT system had cone on line
just as planned, and it was working well with the benefits and
tracking of WC recipients. He shared that the division was
piloting Hospital Presunptive Eligibility, a condition of the
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Patient Protection and Affordable Care Act, which allowed
hospitals to presune soneone to be eligible for Medicaid within
a very short period of tine. He explained that this was
designed for point of access for care to allow for quick
enroll ment in Medicaid, an idea pushed by the hospitals.

3:43:58 PM
MR. KREHER referenced slide 23, "Current Challenges,” which

i ncluded an enornous backlog of applications, partially driven
by the overlapping of the two systens as the new one was brought

on-1line. He allowed that progress was being nade toward
elimnation of the backlog, and that a lot of overtine had
occurred to alieve the desperate situation. He said that 10

percent of the workforce had volunteered to assist field staff,
and that he was even dealing with returned mail and registering
appl i cations. He stated that the goal was to eradicate the
backl og before Medicaid Expansion went [live. He shared that
anot her challenge was to |everage technology, as there was a
desperate need for electronic docunent managenent in every
division in the departnment. He stated that the business process
i nprovenents had been effective, providing a neans to stay ahead
of the volune of work when the food stanp caseload al nost
doubled from 2008 - 2010. He pointed out that the
af orenenti oned technical challenges for the new system as well
as conplex Medicaid policies, overwhelned the division's work
process. He reported that the division had applied to use sone
of the federal bonus funds to invest in a contractor to help re-
engi neer the business process, and to find nore efficiencies, as
there was no automated way to nmanage the flow of the workl oad.

3:46: 58 PM

MR. KREHER concl uded the PowerPoint presentation wth slide 24,
"Moving Forward." He expressed concern with the increase to
caseloads if the econony remained at an ebb, as it did not take
much to affect the population that the division worked with for
assi stance. The division was |ooking at |ong range programmatic
i npacts of mninmm wage increases, although he surm sed that
there would not be nuch inpact in the first year. He stated
that the best way to address poverty was with a good Iliving
wage. He stated that the division was actively pursuing
partnership work with the Ofice of Children's Services and the
Division of Public Health. He spoke about the W rkforce
| nnovations and Qpportunity Act and the Alaska Tenporary
Assi stance Program and future work with the Departnent of Labor
& Wirkforce Developnent to help re-build the job center
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networks. He reported that the tribal health organi zati ons were
also very inportant partners, noting that there were seven
tribal assistance programs which were an avenue of access for
their clients. He lauded the child care program and the WC
nutrition education program

3:49: 35 PM

SHAWNDA O BRI EN, Adm nistrative Operations Mnager, Director's
Ofice, Division of Public Assistance, Departnent of Health and
Soci al Ser vi ces, in response to Representative Vazquez,
explained that the "other" category on slide 18 included
adm nistrative costs associated through doing business wth
ot her agenci es, rei mbursable services agreenents (RSAs) ,
i nt eragenci es, and | easing costs.

3:50: 35 PM

MR. KREHER pointed out that the division had RSA's with many
ot her state agenci es.

3:50: 55 PM

REPRESENTATI VE STUTES directed attention to slide 2, and
conpared the division organization chart with the graph on slide
6 for the DPA recipients as a percentage of census area
popul ati ons. She asked if there was any relationship between
t he nunber of people working in certain areas with the nunber of
clients served.

MR KREHER replied that, in actuality, the caseload was
universal, explaining that the staff in Bethel were not just
serving the population in the Yukon Kuskokwi m Delta area.

REPRESENTATI VE STUTES asked if, although she lived in Kodiak,
sonmeone in Bethel could be handling the claim

MR. KREHER expressed his agreenent, as the goal was to provide
the tineliest service for individuals.

3:53: 20 PM
REPRESENTATI VE VAZQUEZ referenced slide 22, and noted that
historically an individual could have retroactive eligibility

for Medicaid. She asked how that was different from presunptive
eligibility.
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MR. KREHER explained that it was necessary to submt a fully
filled out application to the Division of Public Assistance in

order to receive Medicaid, under normal circunstances. Under
federal law, the division had 45 days to determ ne Medicaid
eligibility, although, he shared, the division goal was to do
this in less than 30 days. If there were any nedical costs in
the three nonths prior to the nonth of application, then retro
Medicaid would be awarded. The concept behind presunptive

eligibility was to ensure that hospitals received paynent for
Medi cai d covered services fromthe day the patient entered. The
primary difference was the pace with which eligibility can be
determned, as there was only one day to make the eligibility
determ nation fromthe hospital's checkli st.

3:55:35 PM

REPRESENTATI VE VAZQUEZ asked about the recourse if there was an
error.

MR. KREHER expl ained that criteria had been established with the
hospitals, and if nore than a certain percentage of presunptive
eligibility errors occurred, there was a corrective conpliance
pr ocedure.

REPRESENTATI VE VAZQUEZ asked when the conpliance rate was
det er m ned.

MR. KREHER relayed that, as this was a new program those
details were still being worked out, and he offered to provide
further information.

3:56: 58 PM

REPRESENTATI VE VAZQUEZ directed attention to slide 23, and asked
if the block grants referenced were state or federal grants, and
how nmuch were they.

MR. KREHER replied that this was a federal grant, and he
deferred for the anount.

3:57:42 PM

MARCEY BISH, Program WManager, Child Care Program Ofice,
Division of Public Assistance, Departnent of Health and Soci al
Services, in response to a question by Representative Vazquez,
said that the division did not currently have the funding
formula fromthe reauthorization, and in response to M. Kreher
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she estimated that the Child Care and Devel opnent Bl ock grant
was $13 mllion during the past year, offering to research the
exact anount .

3:58: 30 PM

REPRESENTATI VE VAZQUEZ asked about the nunber of referrals to
the fraud control wunit, how many cases were referred for
prosecution, and the average anount of restitution.

MR. KREHER offered to provide further information, pointing out
that this information was also available on the division
websi t e.

3:59:36 PM

ELAINE RICH, Chief, Program Integrity & Analysis, D vision of
Publ i c Assistance, Departnent of Health and Social Services, in
response to a question from Representative Vazquez regarding the
nunmber of fraud referrals, explained that there several
categories, and that of the 572 applicant referrals, 227 were
found to be fraudulent. There were 549 investigations for
i ndividuals currently receiving public assistance, and of these,
158 were found to be fraudul ent. During the Fiscal Year 2014,
there were 17 convictions wth court ordered restitution in the
amount of $429, 776.

REPRESENTATI VE VAZQUEZ asked about the nunber of referrals to
the Medicaid fraud control unit and the anount recouped.

M5. RICH offered to provide further information.
4:01: 06 PM

REPRESENTATI VE VAZQUEZ asked whet her t he Surveil |l ance
Utilization Review Software was bei ng used.

MR. KREHER replied that he did not know.

REPRESENTATI VE VAZQUEZ asked about the relationship between the
di vi sion and the Medi caid paynment processors.

MR. KREHER expl ained that the Division of Public Assistance was

responsible for the eligibility determnations, and once that
information was in the system the benefits were issued.
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REPRESENTATI VE VAZQUEZ asked if the Departnment of Adm nistration
(DOA) processed the paynents for SNAP.

MR. KREHER replied that these benefits were not processed by the
DOA, but went through the food and nutrition services and JP
Morgan, the banking institute for electronic benefit transfers.
4:02: 59 PM

CHAIR SEATON directed attention to a handout titled "Senior
Benefits Program™ [Included in nenbers' packets]

MR. KREHER explained that this provided a basic overview of the
senior benefits program and in response to Chair Seaton, said

that it was not on the division website. He explained that it
was avail able to any Al askan over the age of 65 who had incone
falling into one of the three incone brackets. He expl ai ned
that it required an incone below 75 percent of the federal
poverty |imt for benefits of the highest paynent anount;

i ndividuals between 75 and 100 percent of the federal poverty
l[imt received the mddle benefit; and individuals with incone
above 175 percent of the federal poverty level received the
| owest paynent. He noted that an individual would receive $250
per nonth if their incone was | ess than $920 per nonth.

CHAI R SEATON asked about the other two paynments, which were
facing a proposed cut of 20 percent. He stated that an
individual with an incone of $1,200 per nonth would receive
about $140 per nonth, and an individual with inconme of $2,146

per nonth would receive about $100 nonth. He clarified that
this was an incone based program prior to the deduction of any
taxes or expenses. He asked if there was any asset

qualification for determ nation.
MR. KREHER replied "there is no asset test.”

CHAI R SEATON opi ned that a person could have significant assets
and wealth with very little incone.

4:06:42 PM

REPRESENTATI VE WOOL asked if the backlog indicated on slide 23
was attributable to any one cause.

MR. KREHER responded that this was a "perfect storm due to a

series of contributing events, one of which was the reality that
there was not funding to start up a new Medicaid eligibility
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system until Cctober, 2012. Under the Patient Protection and
Affordable Care Act, in order to maximze federal match
participation, there was a requirenent for functionality of
certain aspects of the system by October, 2013, and that this
had not started in Alaska until My or June, 2013, He
acknowl edged that it was understood that it would create a drain
on the staff resources and a fair nunber of enployees had to
contribute time to the project design and devel opnent as they
were subject nmatter experts. He noted that during the weeks of
design sessions, their work was handled by others and when the
system did not go live, a contingency nmanual system had to be
utilized and Medicaid determ nations began to slow. He pointed
out that account transfers were pushed from the federally
facilitated market place, and created a | ot of extra work.

CHAI R SEATON thanked the presenters and asked the conmittee to
submt further questions.

4:11: 28 PM
The conmttee took a brief at-ease.
4:11: 35 PM

HB 59- MARI JUANA CONCENTRATES; LI CENSES

CHAI R SEATON announced that the next order of business would be
HOUSE BILL NO. 59, "An Act relating to marijuana concentrates;
and providing for an effective date."

4:17:51 PM

REPRESENTATI VE VAZQUEZ noved to adopt the proposed committee
substitute (CS) for HB 59, |abeled 29-LS0257\S, Martin, 2/24/15,
as the working draft.

4:18: 04 PM

CHAI R SEATON obj ect ed for discussion.

4:18:22 PM

TANEEKA HANSEN, Staff, Representative Paul Seaton, Al aska State
Legi sl ature, explained the changes contained in the proposed CS
par aphrasing froma prepared statenent, which read:

Section 5:
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Page 4, line 7 & 11
Regi stration is replaced with Iicense.

Section 6:
Page 4, lines 26 - page 5, line 2

Language requiring the regulations to include

prohi bitions on the conbination of marijuana with

al cohol and ni cotine has been del eted. Language
requiring the regulations to prohibit the sale of
marijuana in an establishnment which sells al cohol has
al so been renoved.

New | anguage was added which states that the

regul ations created by the board may i ncl ude

prohi bitions on conbining marijuana concentrates with
ot her addictive substances or requirenments that new
products be certified before they are available for
retail.

Section 12:
Page 6, lines 8 — 15
Subsections (j), (k), and (l) have been added.

Subsection (j) allows the board by regulation to
create the nunber or type of |icenses necessary for

i npl enentation. Subsection (k) prohibits the issues
of alicense for a marijuana retail store to a person
who holds a license under AS 04. Subsection (1)
states that a license issued to a marijuana
manufacturing facility does not authorize the facility
to conmbi ne marijuana with tobacco, nicotine, or

al cohol or products containing them

Section 22

Page 8, lines 23 -25

The words ‘through the use of a solvent other than
wat er’ have been renmoved from the definition of

concentrates.

4:22:12 PM
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CHAI R SEATON renoved his objection, therefore, the proposed
commttee substitute (CS) for HB 59, Ilabeled 29-LS0257\S,
Martin, 2/24/15, was adopted as the working draft.

4:22:30 PM

REPRESENTATI VE WOOL objected and, referring to page 6, line 12,
asked about the Iicense requirenent.

CHAI R SEATON relayed that an amendnent would be included to
correct that | anguage.

REPRESENTATI VE STUTES said that her question was simlar to that
of the previous nenber's and offered her understanding that the
proposed bill did not prohibit a liquor 1license holder from
holding a license for the sale of marijuana, although these
coul d not necessarily be sold in the sane establishnent.

M5. HANSEN, in response, offered her belief that subsection (k),
as witten, could be interpreted in that way; therefore,
Amendnent S. 1 woul d be proposed for clarification.

4:24:40 PM

REPRESENTATI VE WOOL renoved his objection. There being no
further objection, CSHB 59, Version S, was adopted as the
wor ki ng draft.

4:25:01 PM

REPRESENTATI VE VAZQUEZ noved to adopt an anendnent, | abeled 29-
LS0257\S. 1, Martin, 2/25/15, which read:

Page 1, line 2, follow ng "establishnments;"
Insert "relating to alcoholic beverages and
marij uana; "

Page 2, following line 3:
Insert a new bill section to read:
"* Sec. 2. AS 04.16 is amended by adding a new
section to read:
Sec. 04.16.165. Restriction on sale of marijuana

on licensed premses. A licensee may not sell, offer
for sale, furnish, or deliver marijuana on |icensed
prem ses. "

Renunber the follow ng bill sections accordingly.
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Page 6, lines 10 - 12:
Delete all material and insert:

" (k) A marijuana retail store license issued
under this section does not authorize the sale,
offering for sal e, f ur ni shi ng, or delivery of

al cohol i c beverages on |icensed prem ses."

CHAI R SEATON obj ected for discussion.
4:27:16 PM

CHAI R SEATON | abeled this Amendnent S.1, and reviewed it as a
neans for renoving the person and placing the burden on an
establishment in order to address the issue of self-nedication
by individuals. This would prohibit individuals from purchasing
recreational marijuana in an al cohol sal es establishnment.

CHAI R SEATON renoved his objection.
4:28:11 PM
REPRESENTATI VE WOOL objected, asking for «clarification that

Section 12, subsection (k) would not authorize the sale of
al coholic beverages in a marijuana retail sale store, or vice

ver sa. He reflected that previous testinony by M. Franklin,
[Director of the Alcoholic Beverage Control Board] had suggested
that licensing that would allow on premse consunption of

marijuana could occur in the future. He asked if the proposed
amendnent only addressed purchases or if it also applied to on
the prem se consunption

CHAI R SEATON expl ained that the on the prem se consunption would
be allowed for either marijuana or alcohol, but not for both
products wunder the proposed bill. The proposed bill did not
prevent a license for wusage or sale on premse, it only
mai nt ai ned a separation of usage in the sane establishnent.

REPRESENTATI VE WOOL asked if this was a concurrent issue in
anot her comm tt ee.

4:30:59 PM

M5. HANSEN offered her belief that SB 62 had simlar |anguage
restricting the sale of marijuana in an establishnent |icensed

HOUSE HSS COW TTEE - 20- February 26, 2015



for alcohol sale, and that it may be nore restrictive by
l[imting the ownership of licenses for sales of both.

4:31: 24 PM

REPRESENTATI VE WOOL renoved his objection. There being no
further objection, Amendnment S.1 was adopt ed.

4:31:49 PM

REPRESENTATI VE VAZQUEZ noved to adopt an anendnent, | abeled 29-
LS0257\'S. 1, Martin, 2/25/15, which read:

Page 2, line 5:

Del ete "Notw thstanding any other provision of
| aw, the"

Insert "The [NOTW THSTANDI NG ANY OTHER PROVI SI ON

OF LAW THE]"

Page 2, line 6:
Delete ", and permtted by,"

Page 2, line 24:

Del ete "Notw thstanding any other provision of
| aw, the"

Insert "The [ NOTW THSTANDI NG ANY OTHER PROVI SI ON
OF LAW THE]"

Page 2, line 25:
Delete ", and permtted by,"

Page 3, line 11:

Del ete "Notw thstanding any other provision of
[ aw, the"

Insert "The [NOTW THSTANDI NG ANY OTHER PROVI SI ON
OF LAW THE] "

Page 3, line 12:
Delete ", and pernmtted by,"

CHAIR SEATON Ilabeled this Anendnent 2 and objected for
di scussi on.

4:33:32 PM
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M5. HANSEN expl ai ned Amendnment 2, which was primarily conformng
| anguage to SB 30 dealing with the crimnal statutes, and
deleting the |anguage for "notw thstanding any other provisions
of law."™ She noted the renoval of "and permtted by" which had
allowed a tenporary delay for the concentrates, stating that it
was no |onger necessary with the deletion of the aforenentioned
| anguage for notw t hstandi ng.

4:34: 43 PM

CHAI R SEATON renoved his objection. There being no further
obj ection, Anendnent 2 was adopt ed.

4:35:13 PM
CHAI R SEATON opened public testinony.
4:36: 35 PM

TIM H NTERBERGER, Ph.D., Chair, Canpaign to Regulate Marijuana
Li ke Al cohol in Al aska, stated opposition to proposed HB 59. He
pointed out that Ballot Measure 2 had been approved by 53
percent of Alaska voters on Novenber 3, and would effectively
repl ace the unregul ated, underground market for marijuana with a
regul ated system of tax paying businesses. He noted that the
legislature's ability to nodify this initiative was restricted
for two years, and he expressed confidence in the Alcoholic
Beverage Control Board for wundertaking a mandate to provide
regul ations under the tinelines required by the ballot mneasure.
He stated that delay of any inplenentation would contradict the
will of the voters, declaring that concentrates were included
under the definition of marijuana in Ballot Measure 2, and the
manuf acture, sales, and possession of these products should be

treated with parity to marijuana flower products. He stated
that the canpaign nmaintained the position that proposed HB 59
was unconstitutional as currently drafted. He directed

attention to the handout titled "Specific Concerns Wth the
Current Version of HB 59" [Included in nenbers' packets].

4:38:53 PM

RACHELLE YEUNG Legislative Analyst, Marijuana Policy Project,
directed attention to the handout titled "Specific Concerns Wth
the Current Version of HB 59" [Included in nenbers' packets] and
stated that it was substantively quite simlar to an earlier
meno. She enphasized that the canpaign wanted to clarify its
concerns for the intent and the effect of HB 59, as it appeared
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the intent was not aligned with the will of the voters. She
offered the canpaign's belief that the proposed bill was not
constitutional in its intent. She stated that concentrates were
i ncluded under the definition of marijuana in Ballot Masure 2,
and, as it was not distinguished from the marijuana plant or
flower, the nandate to the legislature was to not interfere with
or alter the tinmeline for inplenentation of the nmarijuana
regul ati ons. She declared that neither the proposed committee
substitute nor these anendnents had altered the concerns and
that the bill remained inconsistent with the initiative passed
by the voters. She offered support for discussion to the
concerns of potential dangers with production of concentrates
and to address the concerns in a constitutional nmanner that was
consistent wwth Ballot Measure 2.

4:42:16 PM
CHAI R SEATON cl osed public testinony.
4:43: 02 PM

CHAI R SEATON asked for an opinion on the provision of the bill
whi ch separated the conmbining of nicotine with marijuana. He
opined that this was the mxing of an addictive product with a
product that may have psychol ogical dependence and questioned
whet her a prohi bition should be inplenented.

ALLI SON KULAS, Program Manager, Tobacco Prevention and Control
Division of Public Health, Departnent of Health and Soci al
Services, stated that the division had not taken an official
position, and, although they were tracking the science, they had
not cone across anything discussing the conbination of nicotine
or tobacco or alcohol w th marijuana.

4:44:26 PM

REPRESENTATI VE VAZQUEZ asked about the conbination of cannabis
and al cohol .

M5. KULAS replied that, although there was not any specific
science for the conbination of the two, it would nost Ilikely
result in greater inpairnent, and that there was a concern for
t he addictive properties of marijuana.

REPRESENTATI VE VAZQUEZ asked if Department of Health and Socia
Services had a position on the proposed bill.
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M5. KULAS replied that the departnment did not have a position,
at this point.

4:45:13 PM

REPRESENTATI VE WOOL asked if there was anyone who could provide
a response regarding the conbi nati on aspect.

M5. KULAS explained that the evidence was being considered and
the departnment was following the | ead of Colorado, as that state
had done an extensive literature review for marijuana addiction.

4:46: 07 PM

CHAI R SEATON reported that the proposed bill was designed to
address a devel oping industry. He shared that the ABC Board
antici pated successful conpletion of the regul ations. They had
requested additional staff, although given the current financial

situation, authorization was not ensured. The purpose of the
proposed bill was to ensure full regulations on cultivation,
processing, and retail sales by the industry. | f necessary, a

delay could be placed on the manufacture and sale of new
products. He pointed out that the delay would be based on the
i npl enentation of recomendations by the board and could not
exceed the projected tinefrane.

4:48:18 PM

REPRESENTATI VE WOCOL disclosed that he was currently a license
hol der under AS 04. He mused that these restrictions, as they
were not in the last version of the bill, pronpted further
guesti oni ng. He shared that the ABC Board representatives had
stated they were prepared to wite regulations and restrictions
on marijuana use based on their experiences with the control and
regul ation for the use of alcohol. He noted that nenbers of the
licensing world also declared a readiness for these issues
regardi ng systens of control and regul ati ons.

4:49: 56 PM

REPRESENTATI VE WOOL asked about the ABC Board's position
regarding the restriction of |icense holders under AS 04 wth
relationship to the potential sale of marijuana.

CYNTHI A FRANKLIN, Director, Alcoholic Beverage Control (ABC)

Board, in response, explained that nost of the restrictions
related to alcohol were centered on a prem ses based approach
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with control of the area of sales, manufacture, or delivery, and
there were not any restrictions on other businesses by alcohol
| i censees. She stated that the application to qualify for
l[iquor licenses was "a fairly straightforward process." She
offered her hope that the regulations for the application and
licensing process for obtaining a marijuana based |icense would
be left to the ABC Board or a newy created narijuana control
board. She opined that it was difficult for the legislature "to
find your spot in this voter initiative'" and she expressed
appreciation for the effort to allow for additional tine, as

well as concern for the constitutionality requirenents. She
stated that the specifications for who nmay or may not get
marijuana business licenses begs the need for the regulatory
agency to develop the regulations with an extended public input
peri od. She acknowl edged the earlier statenents for

consideration that changes may occur as the industry progresses
and those details would need to be addressed during the
regul atory process, as statutes were nmuch harder to change. She
opined that a prohibition for certain people to obtain marijuana
licenses "m ght be risky business.”

4:53:19 PM

CHAI R SEATON clarified that the proposed bill had been anmended
to address establishnments and not persons, and that it
prohibited the sale of both alcohol and marijuana in an
est abl i shnent .

M5. FRANKLIN acknowl edged the anendnent, although she had
understood the question to be for the sinultaneous hol ding of
|i censes.

4:54:28 PM

The conmittee took a brief at-ease.

4:55:14 PM

CHAI R SEATON stated that HB 59 woul d be hel d over.

4:55:31 PM

ADJ QURNVENT

There being no further business before the commttee, the House

Health and Social Services Standing Conmittee neeting was
adjourned at 4:55 p. m
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