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IALLOT LANGUAGE

Ballot Measure No. 2 - 13PSUM
Act to Tax and Regulate the Production, Sale
and Use of Marijuana

fig bill vould fax and i2gulote the producticn sale and Lse of marjuana in Alaska

ire Lillweuld make the use of marijuana 'egal for gersons 21 years of age or slder. The
~vould sllow a person to possess, use. show. buy, transport, or grow set amounts of mari-
juana, with the growing subject to certain restrictions. The bill would ban the public use of
marijuana. The bill would prohibit a person under 21 years of age from using false identifica-
tion to buy or try to buy marijuana or marijuana accessories.

The bill would allow validly registered marijuana-related entities and persons 21 years of
age or older who own or are employed by these entities to make, possess, buy, distribute,
sell, show, store, transport, deliver, transfer, receive, harvest, process, or package marijuana

The bill would require the Alcoholic Beverage Control (ABC) Board to implement parts of the bill.
But the bill would also let the legislature create a Marijuana Control Board to assume these du-

The bill would allow a local government to prohibit the operation of marijuana-related entities.
Alocal government could do that by enacting an ordinance or through voter initiative. The ordi-
nances could cover the time, place, manner, and registration of a marijuana entity's operations,

The bill states that it is not intended to require an employer to allow marijuana use, transpor-
tation, possession sale, growth, or transfer, or prevent an employer from prohibiting these
activities. The bill does not intend 10 supersede laws prohibiting driving under the influence
of marijuana. The bill does not intend to prohibit schools, correction facilities, hospitals, or
private persons or entities from restricting marijuana on thei
tend to limit the state’s existing medical marijuana laws.
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LEGISLATIVE AFFAIRS AGENCY SUMMARY
The Act regulates the production, sale, and use of marijuana. The Act enacts a marijuana tax.

The Act allows personal use of marijuana by a person 21 years of age of older, with restrictions.
The Act lets a person have, show, use, buy, transport, or give away up to one ounce of marijuana
to another person 21 years of age or older. The Act makes it a crime for a person under 21 to use
a false ID to buy marijuana. The Act also makes it a crime to use marijuana in public. The Act sets
the number and types of marijuana plants a person may keep and give away. The plants may not
be in public view. The Act allows a person 21 years of age or older to buy, make, have, show, sell,
and give away items used to grow, use, produce, package, of store marijuana, or produce, use,
package, test, or store marijuana products.

The Act regulates marijuana establishments. The Act defines an establishment as a retail store,
a grower, a tester, or a product manufacturing facility. To operate legally, an establishment must
register. Registered establishments may possess, transport, deliver, display, or receive marijuana.
Registered marijuana stores, growers, of manufacturers may buy and sell marijuana. Growers or
testers may grow or process it.

The Alcoholic Beverage Control Board administers the registration system. The board must
make rules to carry out the Act. Those rules may not make it impractical to operate a marijuana
astablishment. The board must give a copy of each application and haif the application fee to the
ocal marijuana authority, if there is one; the Act provides for local control if the board does not
act. Cities or boroughs may ban establishments. They may limit the number of them within their
boundaries. They may regulate the time, place, and manner of operation. They may name local
authorities to regulate them.
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STATEMENT OF COSTS

Estimate of Costs to the State of Alaska for the Implementation of the Initiative Proposing
anActto “tax and regulate the production, sale, and use of marijuana.”

Summary

As required by AS 15.45.090(a)(4), the State of Alaska has prepared the following statement of
osts resulting from the implementation of the proposed ballot initiative to tax and regulate the
production, sale, and use of marijuana.

The initiative would legalize the personal use of marijuana for persons age 21 orolder, Specifically,

the statute would permit: the possession, use, display, purchase, or transportation of marijuana

The initiative requires the Alcoholic Beverage Control Board (ABC) in the Department of
Commerce, Community and Economic Development (DCCED) to adopt regulations to implement
the law no later than nine months after the initiative is approved. However the legisiature may
create a Marijuana Control Board in DCCED to assume the ABC's regulatory role. Marijuana
establishments must be registered and local governments could prohibit or limit the existence of
and operations of marijuana facilities in their jurisdiction,

The initiative also imposes a 350 Per ounce (or proportionate part) excise tax on the sale and

transfer of marijuana from a marijuana cultivation facility to a retail marijuana store or marijuana
product manufacturing facility. The tax would be paid by the marijuana Cultivation facility.
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Thare 3r2 NUMETOUS UNKNOWAS N fpe State's implementation of this initiative and as such the cost
statement provided here is Mustrative. For example, it unkaown whether or not the tegislatu e
will create @ Marijuana Control Bcard within DCCED, so the cost estimates do not reflect that
potential administrative structure. Using information available from the Colorade and Washington
experiences as well as other sources, state agencies have identified a range of potential costs 0
the state from $3.7 to $7.0 million in the first year. itis likely that costs related to development of
the tax and regulatory framework would initially be significant. Over the longer term, it wouid be
expected that more of the state's total costs would become public health and education activities
as the extent of the impact on public health becomes more defined.
Below is a summary table of agency costs followed by explanations of the estimates by individual
agency. The following represents a potential range of state agency costs. The estimate does not
include expenses that the legislature may or may not incur associated with the initiative, or any
legal expenses that the state may incur as a result of the initiative. -
Summary of estimated costs to implement the Marijuana Initiative by State Agency -
Agency Cost Range - First Year
Alaska Department of Revenue $650,000 $800,000
Alaska Department of Commerce, Community | $1,563,960 $1,563,960
and Economic Development
Alaska Department of Health and Social $0 $2,987,000
Services
Alaska Department of Public Safety $1,434,700 $1,434,700
Alaska Department of Environmental 30 $136,900
Conservation
University of Alaska indeterminate -
Office of the Lieutenant Governor $9,000 $9,000
Division of Elections $71.257 $71 257
Total First Year Estimated Cost $3,728,917 $7,002,817
Statement of Cost Estimates by Department
Estimate of costs to the Alaska Department of Revenue to
implement the marijuana initiative $650,000 -$800,000
J

PAGE €8 2014 REGION |



T

?al!@t Vieasure No. 2

. o - ' "
A~ A st ok 1% 3 g b nm T R = s i ; " -
N i - o ’ et + . “

SrE0nnel Servicas 3300 JU0
oantractual Serviges. $350.000-5500 200
TOTAL 5650,000-3800,000

Personnel - DOR estimates that it will need to create at least three new positions to oversee the
new excise tax imposed by this initiative at a cost of approximately $300,000 to assist with the
administration and coilection of a new excise tax. DOR would need at least one Tax Auditor 1]
position, one Tax Technician || position, and one Investigator 11 position to fulfill the needs of anew
tax program. This cost is similar to the cost that is currently incurred by DOR to administer other
similar types of excise taxes, and would be recurring annual costs for DOR.

Contractual Services - DOR estimates that it will incur a one-time additional expense of
approximately $500,000 for systems configuration. In August 2014, DOR will be complete with
configuring the excise tax portion of its new Tax Revenue Management System (TRMS). If this
initiative is approved by the voters, it will require DOR and its information system contractors to
reconfigure the system to add this new excise tax. Given the limited timeframe to analyze what
portions of the system would need to be reconfigured if the initiative passed, DOR's contractors
have supplied an estimate of $350,000 to $500,000 for this effort.

The above cost estimates represent a minimum cost given the numerous uncertainties around the
referendum, and what all of the effects of its passage would be.,

Estimate of costs to the Alaska Department of Commerce, Community and
Economic Development to implement the marijuana initiative $1,563,960

The following represents an estimated cost to DCCED given the language of the ballot initiative;
the actual costs will likely be different. The estimate does not include expenses the legislature
or other departments may incur associated with the intiative. The Washington and Colorado
narijuana initiative cost estimates were reviewed in Jeveloping this cost analysis

following the effective date, as required by AS 17 38.090. It is presumed that the initiative would
take effect thirty days after the approval by a majority of qualified voters.
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i the initiative passes, the responsibility for controlling marijuana wil iie nith tne ABC Zeoard un!
or unless a marijuana control board is established by the legistature within DCCED

As was done in the state of Colorado following the passage of a similar initiative, the department
recommends the creation of a Task Force to identify legal, policy, and procedural issues that need
to be resolved, and to offer suggestions and proposals for legislative and executive action for
the implementation of this initiative. The Task Force would need to complete its initial regulatory
framework within four months of the effective date of the initiative to allow for the adoption of
regulations within the nine month requirement. The remaining Task Force work would be concluded
one year after the effective date of the initiative.

it is assumed that the Task Force would be comprised of a total of 17 uncompensated members
representing interest groups affected by the ballot initiative: four Legislators, oné each from
the majority and minority of both the House and Senate; one Commissioner or their Designee
from each agency affected by this initiative (DCCED, Public Safety, Health and Social Services,
Environmental Conservation, Revenue, Law, Corrections and the University of Alaska); one
member of the initiative campaign, one member of the public who represents the medical industry;
and three members of the public at-large, with one representing rural Alaska. Task Force members
will receive travel and per diem. The actual composition of the Task Force may be different. The
estimated total cost to DCCED for the implementation of this initiative is $1 ,563,960 for the first
year and $1,41 3,140 for the second year.

First Year Second

Year

Business Registration Examiners, Range 13 C - 2 at $73 000 each $146,000
Investigator liis, Range 18 C - 4 at 899,300 each $397,200
Investigator [V, Range 20C $110,000
Administrative Officer |, Range 17C $86,000
Program Coordinator |l Range 20C $107 800 $107.800
Total Personal Service Costs $107,800 $847,000
Board member/Staff travel and per diem $85,900
informants/underage buyers (compliance check) travel, pay, and per diem $34,000
Task Force travel and per diem $16,600

Total Travel and Per Diem Costs $16,600 $119,9800
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Total Equipment, Dffice Space, and Supplies Costs 527,060 $188,140
ask Foice recomimendations contract ‘un 1s 36850 000
Cepartment of Law Assistant Atorney General Servi ces 362 500 362 500
Department of Law for expedited regulations $200.000
Database Creation 3500,000
Database Maintenance $50,000
Vehicles 4 at $33,500 $134,000
Vehicle Operating and Maintenance at $240t per month $11.600
Total Contracts and Services Costs:

Total Costs: $1,563,960 $1,413,140

Personal Services

All positions within the ABC Board are currently performing at or above capacity. With the
passage of the initiative, the workload of the ABC Board has the potential to double or triple.

if doubled, the ABC Board would require an additional four investigators, one supervisor, and
two business registration examiners to regulate the marijuana industry, similar to the duties of
current staff that regulate the liquor industry. The addition of an Administrative Officer | would
be necessary to support the added financial requirements. A Program Coordinator 1| would be
necessary for the facilitation, coordination, and documentation of the Task Force and for the
long-term program development, planning, coordination, and oversight of this complex program.

Travel and Per Diem

Board

If the ABC Board of Directors takes on the added responsibility of controlling the cultivation,
manufacture, barter, possession. and the sale of marijuana. the current board meetings would be
extended by one day, adding to the cost of lodging, ground transportation, and per diem.

nvestigation

\nvestigators and underage buyers will travel to communities around the state to provide
compliance checks and ensure retailers adhere to the laws and regulations of the program

similar to fiquor industry compliance investigations,

Task Force

The Task Force will hold seven two-day meetings, with two face-to-face meetings in Anchorage
and the rest conducted either by video or teleconference: this assumes ten members are located
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Contracts and Services

Cantract costs are for studies on market demand cfects of maruara ard ne Lost o
production. Ragulations will need to be in place nine months after fie sffective date of this
initiative and will require extensive work with the Department of Law. There will bea significant
ongoing work required by the Department of Law to meet the demands of this new program.
similar to the legal demands of the liquor industry.

A new database would require the analysis and development of business rules, analysis of
existing systems for parallel processes or required modifications, new system development,
testing, validation, implementation, and documentation.

Vehicles
Additional vehicles are required to perform investigations across the state.

Estimate of costs to the Alaska Department of Health & Social Services
to implement the marijuana initiative $0 - $2,987,000

As written, the initiative primarily focuses on the process and procedures necessary to establish
taxation and regulation of the production, sale, and use of marijuana; the actions addressed in
the initiative will not directly impact or cost the Department of Health and Social Services in the
establishment of these procedures and regulation development.

However, there is evidence that downstream health and social service consequences of
implementing this initiative could be significant. The department has prepared an estimate
based on research, other states’ experiences, and an extrapolation of expenses the department
incurs providing similar substance related services. The fiscal impact will directly relate to how
many additional people begin using marijuana and how many current users increase their use.

To evaluate costs, the department has considered recent studies including Proceedings of the
National Academy of Science', and the United Nations Office on Drugs and Crime, Cannabis: A
Short Review.?

These studies note emerging findings on the harmful effect of cannabis on neuropsychological
functioning data indicating cannabis is linked to addiction, cognitive impairment, motor skills

“persistent cannabis users show neuropsychological deciine from childhood to midlife. Meer, Madeline H., Caspi, Avshalom, et ai.
proceedings of the National Academy of Science. Published online August 27, 2012

2 >annabis. A Short Review, Discussion Paper from the United Nations Office on Drugs and Crime. 2012
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Accerding to Rebart Morrison cxecutive Director of the Natioral £ssociation of State A coho
and Drug Abuse Diractors {(NASADA), Alaska has one of the highest use rates of marijuana
at 1%, along with \Vermont. He also highlights that an estimated 4 4 millien individuals,
nationwide, met criteria for marijuana dependence or abuse

The Division of Juvenile Justice has identified several areas in which costs could increase.
Making possession of marijuana an offense that can be committed by minors but not aduits
creates a new status offense that is subject to specific rules governing the secure holding of
juveniles. Violation of those rules could jeopardize federal funding currently received through
the U.S. Office of Juvenile Justice and Delinquency Prevention. The initiative could also require
increased treatment for substance abuse and mental health issues among youth held in

detention.

With this very brief overview of concerns about increased marijuana use and legalization, the
department anticipates potential costs to DHSS in the following areas, with estimates of per

annual cost increases:
* Increased substance use, dependency and addictions treatment: $200.000 or a 10%
increase in treatment services for marijuana dependence:;
* Increased mental health treatment services: $1.1 million or a 5% increase in mental health

treatment services:
* Increased physical health services through public health and our primary :are providers:

$400 000;

Trends in Adclescent Substance Use and Parception of Risk from Substance Use The NSDUH Repert. from the Substance
Abuse and Mental Health Services Administration (SAMHSA) and the National Survey on Drug Use and Health January 3 2013
‘ Marijuana Regulation: Considerations from State Substance Abuse Agency Directors. A presentation to the National Con‘ererice
ot State Legislatures (NCSL), Spring Forum. Rcbert Morrison, Executive Direction NASADAD May 3, 2013
* Toclkit for States Facing ‘Med cal" Marijuana & Marijuana Legalization Initiatives Community Anti-Drug Cealitions of America

.CADCA). Summer 2012,
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+ $250.000;

. ‘nereased child protection services for young children i mormes with r2qgular and pars:
rrarijuana users (second hand marijuana 3maoke, peglact) ard tranning for tosier pace
and staff: $250.CC0;

. Increased juvenile justice services for youth engaged In maryuana use and depencency
$200,000; and

. Potential Human Resource activities related to employee use of marijuana and related

policies $30.000.

Estimated annual potential cost increases to the Department of Health and Social Services
resulting from the legalization of marijuana are $2,987,000. As indicated, these are estimates
based on projected impacts; depending on the actua! regulations, enforcement, and number of
citizens who increase their use of marijuana, actual costs are likely to be different.

Estimate of Costs to the Alaska Department of Public Safety
to implement the marijuana initiative $1,434,700

The ballot initiative would tax and regulate marijuana sales and allow Alaskans to cultivate
marijuana for personal use. Persons 21 years of age or older could legally possess up to one
ounce of marijuana or six marijuana plants (three of which could be mature), and could legally
cultivate, sell and purchase marijuana through authorized marijuana-related facilities.

The cost to DPS to implement the law proposed by this initiative is based on the following
assumptions regarding the legalization of marijuana in Alaska: it will lead to increased demand
and usage and a consequent increase in the number of people driving while under the influence
of this drug, and it will increase the illegal diversion and exportation of marijuana lawfully
cultivated in Alaska.

Therefore, the costs to DPS are associated with the following:

1. Increasing the number Statewide Drug Enforcement Unit trooper investigators to target the
diversion and exportation of marijuana lawfully grown in Alaska;

2. Requiring more troopers to receive Drug Recognition Expert (DRE) certification to enhance
their ability to detect drivers impaired by marijuana and address the anticipated increase in
DU! offenses;

3. Launching a public education and awareness campaign on the dangers of driving under
the influence of marijuana, and
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mnforcament Unit (SCEU; provides a leadership role in coordinating law enforcament’s efforts
0 reduce the availability of illegal alcohol ang controlled substances (including anjuana)
throughout Alaska. The SDEU primarily supports six investigative drug task forces throughout
Alaska. These teams are broken down by region as follows:

- Alaska Interdiction Task Force/Anchorage Enforcement Group (sponsored by the U.S.
Drug Enforcement Administration)

- Fairbanks Area-wide Narcotics Team

- Mat-Su Narcotics Enforcement Team

- South Central Area-wide Narcotics Team

- Southeast Alaska Cities Against Drugs Task Force

- Western Alaska Alcohol and Narcotics Team

SDEU participates with and receives assistance from several federal investigative agencies
involved in drug enforcement. These agencies include: the Drug Enforcement Administration
(DEA); Federal Bureau of Investigation (FBI); U.S. Postal Inspection Service: Bureau of Alcohol,
Tobacco, Firearms, and Explosives (BATFE); and U.S. Immigration and Customs Enforcement
(ICE).

The DEA awarded $80,000 in Marijuana Eradication grant funds to the State of Alaska in
calendar year 2012. These funds were used to cover some of the costs associated with
marijuana eradication in the state. In calendar year 2012, funds were shared with the
Anchorage, Craig, and Kenai police departments to cover overtime incurred by officers involved
in eradication operations. The following table reports the activities supported through this grant

2012 Domestic Cannabis Eradicationlsﬁppression Statistical Report for Alaska

Total Total Total Total Total Bulk Number of | "Assets Weapon
Eradicated | Cultivated Eradicated | Cultivated Cultivated Processes | Arrest Seized Seizure
Cutdoor Plants ndoor Plants Plants Marijuana alue)

Grow Sites | Cutdoor Grow Sites | Indoor (Cutdoor &
Indoaor) I
3 13 62 4270 4,383 203 76 336 077 74 l

"Assets seized include paraphernalia jtems such as grow lights and digital scales and does not
nclude marijuana plants.
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i is iikely that sales of rarjuana will not anty be conducted by l2gqtimate. taxpaying tusiness
peccle out Dy criminal actors as well. Due to mors ootant levels of watrahydrocannabinol (THC)
in Alaskan-grown marijuana, the out of state demand for the drug is significant. and legalization
could increase opportunities for marijuana export. AST predicts illegal commercial marijuana
growing operations will continue to exist to meet this demand, skirting taxes and regulation in
order to make the maximum profit. In addition, allowing the operation of marijuana cultivation
facilities as proposed by the initiative actually increases the opportunity for Alaska's “"legally
grown” marijuana to be illegally diverted and exported. :

DPS would require at least three additional Alaska State Trooper positions to target the illegal
diversion and exportation of marijuana lawfully cultivated in Alaska. These positions would also
work with DCCED's Alcoholic Beverage Control (ABC) board investigators on investigations into
criminal activity associated with regulation of the marijuana industry.

The first year cost of three new trooper investigator positions is $827,200; $594,400 for ongoing
funding to cover personal services, travel, training, and supplies (base increment), and $232,800
to cover training at the academy, IT equipment, portable radios, office equipment, firearms and
vehicles (one-time funding).

Though arrests for simple possession may decrease, the greater availability of marijuana will
likely increase the number of adults consuming marijuana and the frequency with which itis
consumed; consequently, the number of individuals driving under the influence of marijuana

is expected to increase. Current practice is to administer standardized field sobriety tests to
individuals suspected of driving under the influence (DUI). Thereis currently no chemical test
that can be used in the field to detect marijuana impairment; the taking of a blood sample for
purposes of determining the presence of a controlled substance (including marijuana) must be
conducted at a medical facility.

To quickly and proficiently recognize the signs of marijuana impairment in drivers who are
contacted, DPS proposes that more troopers become certified as drug recognition experts. A
drug recognition expert (DRE), sometimes referred to as a drug recognition evaluator, is @ police
officer trained to recognize impairment in drivers under the influence of drugs other than, or in
addition to, alcohol. Training and certification requirements aré established by the International
Association of Chiefs of Police and the National Highway Traffic Safety Administration. The cost
for this training is approximately $2,500 per trooper.
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Sciantific Crime Detection Laboratory:

LES Scientific Crime Detection Laboratory (SCDL) orondes drug deatification sam, ( ~w
0 Hlaska's law enforcament AZENTAS through 4s ~ontrallad sutstancas section. Farsig c
scientists in the section analyze avidence items and conclusively identfy a controlled substance
or perform sufficient analysis to determine that no controlled substances are present,

reliable source. The confirmation of the présence of a controlled substance s performed through
one of two confirmatory tests, gas chromatography/mass Spectrometry (GC/MS) or infrared
spectrophotometry.

Marijuana, a schedule VIA controlled substance under AS 11.71.190, is commonly submitted
by law enforcement agencies to the crime lab. Drug paraphernalia such as pipes and digital
scales are also frequently submitted to the crime lab for analysis. Forensic scientists may also
be called upon to analyze samples for federal agencies operating within Alaska for substances
controlled under the federal Controlled Substances Act, which includes marijuana.

The crime lab seldom analyzes personal use quantities of marijuana. Rather, the evidence

being submitted to the crime lab is indicative of distribution (trafficking) level quantities. As AST
predicts that illegal commercial marijuana grow operations will continue despite any legalization
of marijuana-related facilities, such as marijuana cultivation facilities and marijuana retail stores

the SCDL does not anticipate a decrease in submissions of evidence.

sends samples there for drug analysis. Based on the anticipated increase in marijuana impaired
driving, DPS estimates that an average of 150 additional samples will be sent out for analysis
each year. Atan average cost of $300 per sample, the increase in contract costs would be
$45.000 per year.,

The estimated total cost to DPS for the implementation of this initiative is $1,434,700 for the first
year and $1,201,900 for the second year. Following is a Summary of the estimated costs.
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5827.200  $534,400

“Yar .ana DLi Media C3 rpaigh (producticn and advertising) 3500.000 5500.000
TRE Cariification '32,500rocper X 25 troopers annually) 182,500 362,500
sortractual incraase for toxicclogy services

‘$30C/sarple x 150 additional samples) _ $45.000 345 000
Total Contracts and Services Costs $607,500 $607,500
TOTAL COSTS $1,434,700  $1,201 ,900

Estimate of costs to the Alaska Department of Environmental Conservation to
implement the marijuana initiative $0 - $136,900

The baliot initiative legalizes marijuana for use by persons 21 years of age and older. Section
17.38.080 states that the Department of Commerce, Community, and Economic Development
(DCCED) may create a Marijuana Control Board; otherwise, the powers, duties, and
responsibilities fall to the Alcoholic Beverage Control Board, located in the DCCED.

Normally, under AS 17.20, the DEC has responsibility to regulate food and food products.
Marijuana or its derivatives, if considered a food, would fall under those provisions. However,
under 17.38.090 of the proposed law, responsibility for regulating marijuana, including creating
|abeling requirements and health and safety regulations for the manufacture of marijuana, lies
with the Alcoholic Beverage Control Board.

If additional food establishments were opened to create marijuana products (such as marijuana
bakeries, etc.) along with additional food facilities opening up in the state, the Food Safety and
Sanitation Program within DEC will need an additional Environmental Health Officer 11| position
in Anchorage to review sanitation plans and conduct sanitation inspections for the increased
number of facilities. If there is an increase in facilities, DEC anticipates needing one full time
position at a total cost of $136,900 (includes personal services, travel, contractual and supply
expenses).

The estimates are done based on the cost during FY14 and do not reflect inflationary increases
that will occur during the years it takes for this legislation to be passed. regulations to be written,
and individuals to set up grow operations and potential food establishments. The cost will likely
increase in future years.

Estimate of costs to the University of Alaska
to implement the marijuana initiative indeterminate

The University of Alaska has examined the initiative and due to the uncertainty around the
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'0 adjust its Slery decuiments, and there would potentially e some gproduction costs associatad
with that effort. Add tionally, there will likely be costs associated with revising University policies
and regulaticns such as housing, employment and discipline.

It is anticipated that there would be additional costs associated with enforcement (the proposed
law prohibits consumption in public) by UAA and UAF police departments as well as by
administrators

There are potential legal costs associated with analyzing initiative and advising Major
Administrative Units (MAUS).

There is likely to be some impact on the health care costs and rates for employees as well as a
potential impact on insurance rates for the University.

The University envisions that they would very likely incur some research costs based on
requests for information on the social and economic impacts of the initiative.

Estimate of costs to the Office of the Lieutenant Governor and the
Division of Elections to implement the marijuana initiative $80,257

Office of the Lieutenant Governor

Assuming the initiative is placed on the ballot, the minimum cost to conduct public hearings
concerning the initiative in two communities in each of four judicial districts is estimated to be
$9,000. This number may be reduced if hearings are held on more than one initiative at a time

Lt. Governor's Office estimate by category

Travel $9.000
Total $ 9,000

Estimated travel expenses include round-trip air transportation. per diem and other associated
travel costs for the Lieutenant Governor and staff to travel to séven communities in Alaska. It s
assumed one of the hearings would be in Anchorage which would not involve travel costs
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Total

Carsonal services Sxpenses associatad »ath certification ¢f the initative application ard aview
of the initiative petiticn:

Three full-time employees at 522 hours is $29,200

8 temporary employees at 2 520 hours is $40,757

Services expenses associated with certification of the initiative application and review of the

initiative petition:
Printing of booklets is $1,300.
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There were 2,219 arrests for marijuana offenses in Alaska in 2010, of which 91% were for possession alone *
Measure 2 would alfow law enforcement to spend their time angd limited resources addressing serious crimes
instead of arresting and prosecuting adults for using a less harmful substance than alcohol.

Current marijuana prohibition laws force marijuana sales into the underground market where they're
controlled by criminal enterprises. Measure 2 will replace the underground market with a tightly regulated
system of licensed marijuana businesses that will create good jobs for Alaskans and generate tax revenue
for the state and localities. It will also create business and ancillary industries, such as construction, real
estate, and accounting. Localities will have the right to ban marijuana establishments.

State officials will create and enforce rules governing the production and sale of marijuana, such as testing,
packaging, labeling requirements, and restrictions on advertising.

In Colorado, where voters approved a simitar measure in 2012, officials have reported no instances of
businesses illegally selling marijuana to minors.* Since the state began regulating hundreds of marijuana-
related businesses n 2010, teen marijuana use hasn't increased, high school graduation rates have

increased, and drop-out rates have decreased.58

Implementation of the Colorado law hasn't contributed to an increase in crime, and violent crime decreased
statewide in the first year in which marijuana was legal for adults.” The number of fatal vehicle crashas
dropped more than 25% during the first four months of legal marijuana sales compared to the same period

the previous year ®

Statewide support for ending marijuana prohibition has ncreased in Colorado since legal adult marjuara
sales pegan ?

Regulating marijuana works

Christopher Rempert Political Director and Treasurer/CaMpa.'gn fo Regulate Marijuana Like Alcorol
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The statement printed on this page is the opinian of the author(s} and is presented as submitted to the Division of Elections
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The initiative is Far Too Costly. The State of Alaska 2stimates that this in iative soud noizase Ui
o Srate Government oy over $7 million/y2ar, inciuding incraazed ozats for chnd nzglect and DUIs Alsc,
tha Alaska Association of Civiefs of Police estimates that the indiative will incr2ase rests 1o srall bwirs
and cities by 36 million. These ara just the costs 1o stat2 governmeant and police. Rased on evidence,
for avery $1 of taxes raised, the social, productivity, pusiness, and health costs of substances
like marijuana will be $10. Costs include: lost productivity, increased acciderts, rarm to youth. harm 10

families, and increased health costs.

2. The Initiative Legalizes the Manufacturing, Advertising, Marketing, Transport and Consumption

of Extreme Products like Shatter, Butane Hash 0Oil and Dangerous, Child-Friendly Edibles. The

Initiative specifically defines marijuana to include all marijuana concentrates and products. This would
legalize the manufacturing, advertising, marketing, transport and consumption of such extreme products
as 80-90% THC shatter, butane hash oil, and crumble. We recommend all voters Google shatter and
butane hash oil before voting. Two people have already died in Colorado from child-friendly marijuana
edibles, and emergency room visits have increased.

3 The Initiative Eliminates the local option for communities in Alaska to be dry on marijuana.

4 This Initiative Will Not Eradicate the lllegal Trafficking of Marijuana. If this initiative passes, there
will be: illegal sales of marijuana to youth; illegal export of marijuana, and illegal sales to adults (just as
there are in Colorado now after legalization).

5. Do Alaskans Really Want Another Major Industry Promoting the Increased Use of Another
Harmful Intoxicant? No. There is so much evidence that marijuana is harmful to fetuses, developing
prains, motivation, judgment (including while driving), mental health, lungs, hearts and more.

6. Large Outside Interests are Funding the Initiative. Follow the money. Big marijuana. Big mistake.

7. Rates of Use by our Youth Will Increase. Public Health science is very clear. If this initiative passes,
youth use rates of marijuana, including shatter, butane hash oil, and edibies will increase.

8 There is No Reason to Rush into Making a Mistake. We deserve to see what happens in Colorado

and make a more informed decision about what is best for Alaskans. Let's see how the pervasive

advertising of marijuana and marijuana products works out; how many lawsuits there are from the
marijuana industry. and what marijuana lobbyists do. Let's axamine the increases in emergency room
Jisits and deaths. There is N0 rush in Alaska to make a mistake

The costs of this outside-funded initiative are far too great. Vote No on 2.
(Please Visit the Website: mmmmmuﬂgmmﬁiﬁw for More Information)
Mike Williams, Akiak, Chair. Big Marijuana. Big Mistake.
Joe Byrnes, Fairbanks, Deputy Treasurer. Big Marijuana. Big Mistake.

Deborah Williams, Anchorage, Deputy Treasurer. Big Marijuana. Big Mistake

The statement printed on this page is the opinion of the author(s) and is presented as submitted 1o the G vision of Slections
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3ec. 17.38.010. Purpose and findings.

ia) In the interest of allowing law enforcement to focus an viclent and property criimes, and
to enhance individual freedom, the people of the state of Alaska find and declare that the use of
narijuana should be legal for persons 21 years of age or older.

(b) In the interest of the health and public safety of our citizenry, the people of the state of
Alaska further find and declare that the production and sale of marijuana should be regulated so
that:

(1) Individuals will have to show proof of age before purchasing marijuana;

(2) Legitimate, taxpaying business people, and not criminal actors, will conduct sales of
marijuana; and

(3) Marijuana soid by regulated businesses will be labeled and subject to additional
regulations to ensure that consumers are informed and protected.

(c) The people of the state of Alaska further declare that the provisions of this Act are not
intended to diminish the right to privacy as interpreted by the Alaska Supreme Court in Ravin v,
State of Alaska.

(d) Nothing in this Act Proposes or intends to require any individual or entity to engage in
any conduct that violates federal law, or exempt any individual or entity from any requirement of
federal law, or pose any obstacle to federal enforcement of federal law.

Sec. 17.38.020. Personal use of marijuana.
Notwithstanding any other provision of law, except as otherwise provided in this chapter, the
following acts, by persons 21 years of age or older, are lawful and shall not be a criminal or civil
offense under Alaska law or the law of any political subdivision of Alaska or be a basis for seizure
or forfeiture of assets under Alaska law:

(a) Possessing, using, displaying, purchasing, or transporting marijuana accessories or one
ounce or less of marijuana:

(b) Possessing, growing, processing, or fransporting no more than six marijuana plants. with
three or fewer being mature, flowering plants, and possession of the marijuana produced by the
plants on the premises where the plants were grown;

(c) Transferring one ounce or less of marijuana and up to six immature marijuana plants to a
person who is 21 years of age or older without remuneration;

{(d) Consumption of marijuana, except that nothing in this chapter shall permit the
consumption of marijuana in public: ang

(e) Assisting another person who is 21 years of age or older in any of the acts described in
paragraphs (a) through (d) of this section.

The text of this bill .s presented as submitied by petition sponsors
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Sec. 17.38.040. Public consumption banned, penalty.
1t is unlawful to consume marijuana in public. A person who violates this section 's guilty of a
violation punishable by a fine of up to $100.

Sec. 17.38.050. False identification, penalty.
(a) A person who is under 21 years of age may not present or offer to a marijuana
establishment or the marijuana establishment's agent or employee any written or oral
evidence of age that is false, fraudulent or not actually the person’'s own, for the purpose of
1) Purchasing, attempting to purchase or otherwise procuring or attempting
to procure marijuana of marijuana products; of
(2)  Gaining access to a marijuana establishment.
(b) A person who violates this section is guilty of a violation punishable by a fine of up to
$400.

Sec. 17.38.060. Marijuana accessories authorized.

Notwithstanding any other provision of law, it is lawful and shall not be an offense under Alaska
law or the law of any political subdivision of Alaska or be a basis for seizure or forfeiture of
assets under Alaska law for persons 21 years of age or older to manufacture, possess, of
purchase marijuana accessories, or to distribute or sell marijuana accessories to a person who is
21 years of age or older.

Sec. 17.38.070. Lawful operation of marijuana-related facilities.
(a) Notwithstanding any other provision of law, the following acts, when performed by
a retail marijuana store with a current, valid registration, or a person 21 years of age or older
who is acting in his or her capacity as an owner employee or agent of a retail marijuana
store, are lawful and shall not be an offense under Alaska law or be a basis for seizure or
forfeiture of assets under Alaska law:
(1)  Possessing, displaying, storing, or transporting marijuana or marijuana
products, except that marijuana and marijuana products may not be displayed in a
manner that is visible to the general public from a public right-of-way;
(2) Delivering or transferring marijuana or marijuana products to a marijuana

testing facility;
(3) Receiving marijuana or marijuana products from a marijuana testing
facility;

The text of this bill is presented as submitted by petition sponsors
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8| Cuitivating, manufacturing, harvesting, processing, packaging,
ransporting, displaying, storing, or possessing marijuana;
(2)  Delivering or transferring marijuana to a marijuana testing facility,
(3) Receiving marijuana from a marijuana testing facility;
(4)  Delivering, distributing, or selling marijuana to a marijuana cultivation
facility, a marijuana product manufacturing facility, or a retail marijuana store;
(5)  Receiving or purchasing marijuana from a marijuana cultivation facility,
and
(6) Receiving marijuana seeds or immature marijuana plants from a person 21
years of age or older.
(¢) Notwithstanding any other provision of law, the following acts, when performed by
a marijuana product manufacturing facility with a current, valid registration, or a person 21
, employee or agent of a
marijuana product manufacturing facility, are lawful and shall not be an offense under Alaska
law or be a basis for seizure or forfeiture of assets under Alaska law:
(1) Packaging, processing, transporting, manufacturing, displaying, or
possessing marijuana or marijuana products;
(2)  Delivering or transferring marijuana or marijuana products to a marijuana
testing facility;
(3)  Receiving marijuana or marijuana products from a marijuana testing
facility;
(4)  Delivering or selling marijuana or marijuana products to a retail marijuana
store or a marijuana product manufacturing facility;
(§)  Purchasing marijuana from a marijuana cultivation facility; and
(6)  Purchasing of marijuana or marijuana products from a marijuana product
manufacturing facility.
(d) Notwithstanding any other provision of law, the following acts, when performed by a
marijuana testing facility with a current, valid registration, or 3 person 21 years of age or
older who is acting in his or her capacity as an owner, employee or agent of 3 marijuana
testing facility. are lawful and shal| not be an offense under Alaska law or be a basis for
seizure or forfeiture of assets under Alaska law:
(1 Possessing, cultivating, processing, repackaging, storing transporting,
displaying, transferring or delivering marijuana:
(2)  Receiving marijuana or marijuana products from a marijuana cultivation
facility, a marijuana retail store, a marijuana products manufacturer, or a person 21
years of age or older: and

The text of this bill (s oresented as submitted by petition sponsors
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Sec. 17.38.080. Marijuana Control Board.

At any time, the legislature may create a Marijuana Control Board in the Department of
Commerce, Community, and Economic Development or its successor agency to assume the
power, duties, and responsibilities delegated to the Alconolic Beverage Control Board under this

chapter.

Sec. 17.38.090. Rulemaking.
(a) Not later than nine months after the effective date of this act, the board shall adopt
regulations necessary for implementation of this chapter. Such regulations shall not prohibit
the operation of marijuana establishments, either expressly or through regulations that make
their operation unreasonably impracticable. Such regulations shall include:

(1)  Procedures for the issuance, renewal, suspension, and revocation of a
registration to operate a marijuana establishment, with such procedures subject to all
requirements of AS 44.62, the Administrative Procedure Act;

(2) Aschedule of application, registration and renewal fees, provided,
application fees shall not exceed $5,000, with this upper limit adjusted annually for
inflation, unless the board determines a greater fee is necessary to carry out its
responsibilities under this chapter;

(3) Qualifications for registration that are directly and demonstrably related to
the operation of a marijuana establishment;

(4)  Security requirements for marijuana establishments, including for the
transportation of marijuana by marijuana establishments;

(5) Requirements to prevent the sale or diversion of marijuana and marijuana
products to persons under the age of 21;

(6) Labeling requirements for marijuana and marijuana products sold of
distributed by a marijuana establishment;

(7)  Health and safety regulations and standards for the manufacture of
marijuana products and the cultivation of marijuana;

(8) Reasonable restrictions on the advertising and display of marijuana and
marijuana products; and

9) Civil penalties for the failure to comply with regulations made pursuant to
this chapter.

‘) norder to ensure that individual privacy is protected, the board shall not require

~he text of this bill is presented as submutted by petition Sporsors
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) Upon receiving an appiication or renawal application for a marijuana establishment,
the board shall immediately forward a copy of each application and half of the registration
application fee to the local regulatory authority for the local government in which the
applicant desires to cperate the marijuana establishment, unless the local government has
not designated a local regulatory authority pursuant to AS 17.38.110(c).
(d) Within 45 to 90 days after receiving an application or renewal application, the board
shall issue an annual registration to the applicant unless the board finds the applicant is not
in compliance with regulations enacted pursuant to AS 17.38.090 or the board is notified by
the relevant local government that the applicant is not in compliance with ordinances and
regulations made pursuant to AS 17.38.110 and in effect at the time of application.
(e) Ifalocal government has enacted a numerical limit on the number of marijuana
establishments and a greater number of applicants seek registrations, the board shall solicit
and consider input from the local regulatory authority as to the local government's preference
or preferences for registration.
() Upon denial of an application, the board shall notify the applicant in writing of the
specific reason for its denial.
(g) Every marijuana establishment registration shall specify the location where the
marijuana establishment will operate. A separate registration shall be required for each
location at which a marijuana establishment operates.
(h) Marijuana establishments and the books and records maintained and created by
marijuana establishments are subject to inspection by the board.

e s ear i g

Sec. 17.38.110. Local control.
(a) Alocal government may prohibit the operation of marijuana cultivation facilities,
marijuana product manufacturing facilities, marijuana testing facilities, or retall marijuana
stores through the enactment of an ordinance or by a voter initiative.
(b) Alocal government may enact ordinances or regulations not in conflict with this chapter
or with regulations enacted pursuant to this chapter. governing the time. place manner
and number of marijuana establishment operations. A local government may establish civil
penalties for violation of an ordinance or regulation governing the time, place, and manner of
a marijuana establishment that may operate in such local government.
{c) Alocal government may designate a local regulatory authority that is responsible for
processing applications submitted for a registration to operate a marijuana establishment
within the boundaries of the local government. The local government may provide that the
‘ocal regulatory authority may issue such registrations should the issuance by the local
government become necessary because of a failure by the board to adopt regulations
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(f)  If the board does not 'ssue a ragistration to an applicant within 50 days of receipt cf
the application filed in accordance with AS 17.38.100 and does not nctify the applicant of
the specific, permissible reason for its denial, in writing and within such time peried, or if the
board has adopted regulations pursuant to AS 17.38.090 and has accepted applications
pursuant to AS 17.38.100 but has not issued any registrations by 15 months after the
effective date of this act, the applicant may resubmit its application directly to the local
regulatory authority, pursuant to (c) of this section, and the local regulatory authority

may issue an annual registration to the applicant. If an application is submitted to a local
regulatory authority under this paragraph, the board shall forward to the local regulatory
authority the application fee paid by the applicant to the board upon request by the local
regulatory authority.

(g) Ifthe board does not adopt regulations required by AS 17.38.090, an applicant may
submit an application directly to a local regulatory authority after one year after the effective
date of this act and the local regulatory authority may issue an annual registration to the
applicant.

(h) A local regulatory authority issuing a registration to an applicant shall do so within

90 days of receipt of the submitted or resubmitted application unless the local regulatory
authority finds and notifies the applicant that the applicant is not in compliance with
ordinances and regulations made pursuant to (b) of this section in effect at the time the
application is submitted to the local regulatory authority. The local government shall notify
the board if an annual registration has been issued to the applicant.

(i) A registration issued by a local government in accordance with (f) of this section or (g)
of this section shall have the same force and effect as a registration issued by the board

in accordance with AS 17.38.100. The holder of such registration shall not be subject to
regulation or enforcement by the board during the term of that registration.

() A subsequentor renewed registration may be issued under (f) of this section on an
annual basis only upon resubmission to the local government of a new application submitted
to the board pursuant to AS 17.38.100.

(k) A subsequent or renewed registration may be issued under (g) of this section on an
annual basis if the board has not adopted regulations required by AS 17.38.090 at least

90 days prior to the date upon which such subsequent or renewed registration would be
effective or if the board has adopted regulations pursuant to AS 17.38.090 but has not, at
least 90 days after the adoption of such regulations, issued registrations pursuant to AS
17.38.100.

()  Nothing in this section shall limit such relief as may be available to an aggrieved party

The text of this bill is presented as submitted by petition sponsors.
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4) Necthing in this chapter shall prohibit a person. employer, school, hospital, recreation
ar youth center, correction facility, corporation or any other entity who occupies, owns
or controls private property from prohibiting or otherwise regulating the possession,
consumption, use, display, transfer, distribution, sale, transportation, or growing of marijuana

on or in that property.

Sec. 17.38.130. Impact on medical marijuana law.
Nothing in this chapter shall be construed to limit any privileges or rights of a medical marijuana
patient or medical marijuana caregiver under AS 17.37.

Sec. 17.38.900. Definitions.
?;) As used in this chapter unless the context otherwise requires:
(1) "Board” means the Alcoholic Beverage Control Board established by AS 04.06.
(2) "Consumer” means a person 21 years of age or older who purchases marijuana or

(3) “"Consumption” means the act of ingesting, inhaling, or otherwise introducing marijuana
into the human body.

(4) “Local government” means both home rule and general law municipalities, including
boroughs and cities of all classes and unified municipalities.

(8) “Local regulatory authority” means the office or entity designated to process marijuana
establishment applications by a local government,

(6) “Marijuana” means all parts of the plant of the genus cannabis whether growing or

not, the seeds thereof, the resin extracted from any part of the plant, and every compound,
manufacture, sait, derivative, mixture, or preparation of the plant, its seeds, or its resin,
including marijuana concentrate. ‘Marijuana” does not inciude fiber produced from the
stalks, oil, or cake made from the seeds of the plant, sterllized seed of the plant which is
incapable of germination, or the weight of any other ingredient combined with marijuana to
prepare topical or oral administrations, food, drink, or other products.

(7) Marijuana accessories” means any equipment, products, or materials of any kind which
are used, intended for use, or designed for use in planting, propagating, cultivating, growing,
harvesting, composting, manufacturing, compounding, converting, producing, processing,
preparing, testing, analyzing, packaging, repackaging, storing, vaporizing, or containing
marijuana, or for ingesting, inhaling, or otherwise introducing marijuana into the human body.
(8) "Marijuana cultivation facility” means an entity registered to cultivate, prepare, and
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11) ‘Marjuana products’ means concentrated marijuana products and marjuana
oroducts that are comprised of marijuana and other ingradients znd are intended Tor wse Of
consumption, such as, but not limited to edible products, ointments, and tinctures.
(12) 'Marijuana testing facility” means an ertity registered to analyze and certify the safety
and potency of marijuana.
(13) “Retail marijuana store” means an entity registered to purchase marijuana from
marijuana cultivation facilities, to purchase marijuana and marijuana products from marijuana
product manufacturing facilities, and to sell marijuana and marijuana products to consumers.
(14) “Unreasonably impracticable” means that the measures necessary to comply with the
regulations require such a high investment of risk, money, time, or any other resource or
asset that the operation of a marijuana establishment is not worthy of being carried out in
practice by a reasonably prudent businessperson.

*Sec. 2. AS 43 is amended by adding a new chapter to read:
Chapter 61. Excise tax on marijuana

Sec. 43.61.010. Marijuana tax.
(a) An excise tax is imposed on the sale or transfer of marijuana from a marijuana
cultivation facility to a retail marijuana store or marijuana product manufacturing facility.
Every marijuana cultivation facility shall pay an excise tax at the rate of $50 per ounce,
or proportionate part thereof, on marijuana that is sold or transferred from a marijuana
cultivation facility to a retail marijuana store or marijuana product manufacturing facility.
(b) The department may exempt certain parts of the marijuana plant from the excise tax
described in (a) of this section or may establish a rate lower than $50 per ounce for certain
parts of the marijuana plant.

Sec. 43.61.020. Monthly Statement and Payments.

(a) Each marijuana cultivation facility shall send a statement by mail or electronically to the
department on or before the last day of each calendar month. The statement must contain
an account of the amount of marijuana sold or transferred to retail marijuana stores and
marijuana product manufacturing facilities in the state during the preceding month, setting
out

(1) the total number of ounces, including fractional ounces sold or transferred,

(2) the names and Alaska address of each buyer and transferee; and

(3) the weight of marijuana sold or transferred to the respective buyers or transferees.
(b) The marijuana cultivation facility shall pay monthly to the department, all taxes,
computed at the rates prescribed in this chapter, on the respective total quantities of the
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Sec. 3. The provisions of this Act are independent and severable,

and. axcept whers otheryisa
ndicated in the text. shall Supersede conflicting statues, iocal
and other state and local provisions.

charter, ordinance, or resolution
If any provision of this Act, or the application thereof to any
person or circumstance, is found to be invalig Or unconstitutio
not be affected and shall be given e

nal, the remainder of this Act shall
ffect to the fullest extent possible.
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