ALASKA STATE LEG SLATURE
HOUSE COMMUNI TY AND REGQ ONAL AFFAI RS STANDI NG COWM TTEE
February 3, 2015
8:01 a.m

VEMBERS PRESENT

Representative Cathy Tilton, Chair
Representati ve Paul Seaton, Vice Chair
Representati ve Shel |l ey Hughes
Represent ati ve Benj am n Nageak
Representative Lora Reinbold
Representative Harriet Drunmond
Representative Dan Otiz

MEMBERS ABSENT

Al'l nenbers present

COW TTEE CALENDAR

MUNI Cl PAL REGULATI ON OF MARI JUANA PRESENTATI ONS
- HEARD

PREVI QUS COMM TTEE ACTI ON

No previous action to record

W TNESS REGQ STER

HEATH HI LYARD, St aff

Representative Tilton

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Provi ded remarks regarding the nunicipal
regul ati on of marij uana.

LARRY DEVI LBI SS, Myor

Mat anuska- Susi t na Bor ough

Pal mer, Al aska

PCSI TI ON STATEMENT: Provi ded comments regarding the nunicipa
regul ati on of marij uana.

NI CHOLAS SPI ROPOULGCS, Borough Attorney

Mat anuska- Susi t na Bor ough
Pal mer, Al aska

HOUSE CRA COWM TTEE -1- February 3, 2015



PCSI TI ON STATEMENT: Provi ded comments regarding the nunicipa
regul ati on of marij uana.

JI M SYKES, Menber

Mat anuska- Susi t na Bor ough Assenbly

Mat anuska- Susi t na Bor ough

Pal mer, Al aska

POSI TI ON STATEMENT: Provi ded comments regarding the nunicipa
regul ati on of marij uana.

DELANA JOHNSQON, Mayor

Cty of Palner

Pal mer, Al aska

PCSI TI ON STATEMENT: Ofered testinony regarding the nunicipa
regul ation of marijuana fromthe perspective of a city within an
organi zed bor ough.

DENNI S WHEELER, Muni ci pal Attor ney

Muni ci pality of Anchorage

Anchor age, Al aska

PCSI TI ON STATEMENT: Provi ded comments regarding the nunicipa
regul ati on of marijuana.

ERNI E HALL, Menber

Anchor age Assenbly

Muni ci pality of Anchorage

Anchor age, Al aska

PCSI TI ON STATEMENT: Provi ded comments regarding the nunicipa
regul ati on of marij uana.

ACTI ON NARRATI VE
8:01: 20 AM

CHAIR CATHY TILTON called the House Community and Regional
Affairs Standing Conmittee neeting to order at 8:01 a.m
Representatives Drumond, Seaton, Nageak, Reinbold, Otiz, and
Tilton were present at the call to order. Representative Hughes
arrived as the neeting was in progress. Also in attendance was
Representative MIllett.

Muni ci pal Regul ati on of Marijuana Presentations

CHAIR TILTON announced that the only order of business would be
presentations regardi ng the municipal regulation of marijuana.
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8:03:40 AM

HEATH HI LYARD, Staff, Representative Tilton, Alaska State
Legislature, informed the comrittee that prior to this session
Representative Tilton was in contact with a nunmber of nunicipal
officials who expressed that sone of the initiative | anguage was
somewhat vague or unclear regarding how they would have the
ability to regulate at the | ocal | evel . Ther ef or e,
Representative Tilton introduced HB 75, which he characterized
as largely placehol der |egislation. The goal, he explained, is
to craft legislation that 1is responsive to the testinony
recei ved from stakehol ders. The committee [over the course of a
few nmeetings] will hear from five nunicipalities and the Al aska
Muni ci pal League (AM). The conmmttee wll also hear from
representatives from the Dyvision of Community & Regional
Affairs and the executive director of the Al coholic Beverage
Control (ABC) Board regarding |language in Title 4 that my be
used as a basis to draft legislation. M. Hilyard noted that he
has been working with a nunber of nmunicipal attorneys throughout
the state that have been providing background on the issue. He
expressed the intent to bring before the commttee a
conprehensive committee substitute to HB 75 that is responsive
to the testinony received.

8:06:42 AM

LARRY DEVILBISS, Mayor, WMatanuska-Susitna Borough, began by
highlighting that the Matanuska-Susitna Borough has three
incorporated cities wthin the nmunicipality, which creates
challenges in ternms of the marijuana regul ations.

8:08:54 AM

NI CHOLAS  SPI ROPOULGCS, Bor ough At t or ney, Mat anuska- Susi t na
Borough, informed the conmittee that Ballot Initiative 2 failed
areawi de in the Mtanuska-Susitna Borough, but passed in Pal ner
and Houston, and failed in Wasilla. Al'l the votes, he noted,
were fairly close.

8:09: 57 AM

MAYCR DEVILBISS related that shortly after the vote, the mayors
in [the borough] gathered to determne how to nove forward.
They imediately realized there were issues with Ballot Measure
2 that needed to be resolved at the state level prior to
beginning [to address the initiative at the nunicipal |evel].
Followng the neeting of the mayors, a town hall neeting was
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held to take public testinony. The issues brought forth through
the public testinony were included in the resolution, which was
forwarded to the conmmttee. He noted that the Mitanuska-Susitna
Borough Assenbly forned an advisory conmittee to continue to
address this issue. He further noted that [the Matanuska-
Susi tna Borough Assenbly] nmet with Taylor Bickford, Canpaign to
Regul ate Marijuana Like Al cohol, and Bruce Schulte, Coalition
for Responsible Cannabis Regulation, which shared some of the
same concerns. Most recently, there was a neeting with Lance
Kitterling, Alaska State Trooper, who had recently been to
Arizona and could provide information as to how the |egalization
of marijuana was progressing in Arizona. He rem nded the
commttee that the |anguage of Ballot Measure 2 was very simlar
to that of Arizona' s | anguage.

8:13:33 AM

MR. SPI ROPOULOS explained that one of the issues for the
Mat anuska- Susitna Borough is that it's not a honme rule
muni ci pality but rather a second class borough, a general |aw
muni ci pality, such as Fairbanks, Ketchikan, Kenai, and Kodi ak.
The WMat anuska- Susitna Borough has cities within its borough, and
therefore for the marijuana regulations the question becones
whet her the borough's powers extend into the cities within it,
an areaw de power. Al though the law specifies that
muni ci palities can vote to ban grow ng, processing, testing, and
selling of marijuana, further clarification is necessary because

it's a planning function. In terms of the planning function,
the concern is with regard to land use patterns, inpacts,
conpatibility with surrounding areas, and whether it fits within
the conprehensive plan. He pointed out that there are
regulations at the local Ilevel for alcohol, regarding both
package stores and liquor dispensaries. In the Matanuska-
Susitna Borough, a conditional use permt is required. M .

Spiropoul os directed attention to the third Wereas clause of
Mat anuska- Susi tna Borough Resolution 15-006, which express the
need for clarification regarding the powers granted to boroughs
and cities within those boroughs. He then highlighted that the

Mat anuska- Susitna Borough is a strong rmanager form of
government, and thus the manager is the day-to-day adm nistrator
unl i ke Fairbanks and Kenai. He related that the Matanuska-

Susitna Borough nanager's preference is for this to be an
areawi de power and for the borough to work with the cities. He
then provided the exanple of the sale of firewdrks in Houston.
The sale of fireworks is a non areawi de power, and the situation
is one in which Houston allows the sale of fireworks, but the
surrounding areas do not. Therefore, the 400,000 people between
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Anchorage and the Matanuska- Susitna Borough can go to Houston to
purchase fireworks [and take them back to other areas whey they
may be illegal]. The borough wants to avoid such a situation
with marijuana and wants to have some coordination and say in
what happens. Although cities may be resistant to [an areaw de
power], he opined that it could be worked out. M. Spiropoul os
clarified that the WMatanuska-Susitna Borough prefers [that
marijuana regulation be an areawide power] and if not, that
there be clarification at the |egislative |evel.

8:17:13 AM

REPRESENTATI VE NAGEAK inquired as to whether each city could
make its own rules wwthin its city limts.

MR.  SPI ROPOQULCS specified that the Mtanuska-Susitna Borough is
requesting clarification on that natter as the initiative is
only a broad franework. Specifically, he inquired as to the
outconme of a situation in which a city and the borough, both a
| ocal governnment, want to allow limt, restrict, or prohibit the

growi ng, processing, testing, and retail differently for the
sanme area. Wien looking at it as a land use issue, it's nore
appropriately an areawi de power, he opined. M. Spi ropoul os

stressed that in either case, whether it's viewed as an areaw de
or non areawi de power, clarification is necessary.

8:18: 56 AM

REPRESENTATI VE SEATON asked, drawing a parallel between al coho
and marijuana, whether M. Spiropoulos intends for all boroughs
to have the ability to dictate whether the comunities wthin
t he borough are dry, wet, or danp.

MR. SPI ROPOULCS opi ned that alcohol is sonmewhat different as it
and the rules surrounding it have |long been present. The
numerical limts are set by state law, while the local option
goes before voters. The local option for marijuana, however,
does not have to go before voters as it can be done by the
assenbl y. In the Matanuska-Susitna Borough, planning powers
were delegated to the cities. Therefore, so long as the cities'
plans and laws fit wthin the overall borough conprehensive
pl an, the borough has delegated to the cities the power to zone,
pl an, and set permts. The borough reserves the right to take
actions if sonmething in the city is inpacting major traffic
patterns or overall growh and devel opnent. He reiterated the
need for clarification in this area whether through |egislation
or the admi nistrative board overseeing nmarij uana.
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8:21:29 AM

CHAIR TILTON remnded the conmmttee that it isn't going to
address the crimnal aspect of marijuana rather only with regard
to the | ocal governing agencies.

8:22:14 AM

REPRESENTATI VE NAGEAK, highlighting that Alaska has had the
personal use clause for marijuana since the 1970s, asked whet her
there will be any change in terns of the possession |ints under
the initiative

MR. SPIROPOULCS related his understanding that [the existing
possession clause] allows for the possession of four ounces of
marijuana in the honme, whereas the initiative allows possession
of one ounce of nmarijuana anywhere. This is a new type of
busi ness, and the focus for the Matanuska-Susitna Borough wll
be in terns of |and use and business districts.

8:24: 30 AM

REPRESENTATIVE ORTIZ inquired as to whether the commercial and
zoning laws vary between the comunities in the Mtanuska-
Susi t na Borough. If that is the case, then he surm sed that
each comunity could have its own rules related to the
commercial activity of marijuana.

MR. SPI ROPOULCS agreed that if the term local governnment in the
initiative neans cities can nake their own rules, t hen
potentially every city in the Matanuska-Susitna Borough could
have different rules as well as the borough having different
rul es. He opined that the aforenmentioned nmay not be the best
path in terns of businesses, |land use patterns, comerce, and
activity because it could lead to inconsistencies when crossing
bor ders. He informed the commttee that the Matanuska-Susitna
Borough has delegated to the cities the power to do their |oca
| and use and pl anning. However, the WMatanuska- Susitna Borough
didn't give the power to subdivide to the cities, it renains
with the borough. Furthernore, several years ago the borough
revoked the cities' planning powers for power plants to ensure
that the rules were consistent as the effects of power plants
reach outside of the cities. Al though the effects of the sale
of fireworks goes well beyond Houston, the borough can't do
anyt hing about it since it's a non areaw de power.
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8:26: 58 AM

REPRESENTATI VE ORTIZ asked whether it would be wthin the
purview of the state to develop a wuniform regulation for
marijuana that would apply [throughout the state] regardl ess of
how an area i s organi zed or not.

MR.  SPI ROPOULOS explained that the wunorganized boroughs are
generally governed by the legislature, and therefore the rules
passed by the legislature apply there. The initiative clearly
specifies that nunicipalities can prohibit, limt, and regul ate
nunbers and quantities, which is what the legislature would do
for the unorgani zed areas. How the rules reach into the general
| aw boroughs woul d be dependent upon the legislature's rules, he
opi ned. He related his wunderstanding that the initiative
contenpl ated that boroughs would retain sone authority to limt
or prohibit [activities], depending upon the regul ations.

8:28:58 AM

REPRESENTATI VE HUGHES asked if consideration has been given to
what mght make sense for the division of powers between
boroughs and cities for marijuana if the legislature doesn't
have an appetite for boroughw de control.

MR.  SPI ROPOULCS rem nded the nenbers of the mayors' neetings
during which there was the opportunity to have a dialogue wth
their citizens and city councils. Therefore, the dial ogue has
started and hopefully after clear rules are established by the
state, the [l ocal governnents] can work wi thin those.

8:32:39 AM

REPRESENTATI VE NAGEAK questi oned whether the marijuana issue nmay
be an inpetus for unorgani zed boroughs to organize so that they
don't fall under the state's control

MAYCOR DEVI LBI SS agreed that this issue could be an incentive for
an unorgani zed area to organi ze.

8:34:36 AM

MAYOR DEVILBISS, continuing his testinony, expressed the need
for the state to clarify what one ounce of nmarijuana neans.
Strictly followng the initiative |anguage, he surm sed that one
ounce could include an ounce of raw fiber or an ounce of liquid
concentrate. The aforenentioned is the definition in Arizona
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and it's a problem because one dose of marijuana is 10
mlligrams of Tetrahydrocannabinol (THC) while one ounce of
liquid concentrate is 28,300 grams of THC He related that
di scussions with those who pronoted the initiative found that
the initiative pronoters agreed the aforenentioned is an
unreasonable range to be included in [the definition] of one

ounce of marijuana. Mayor DeVilbiss then suggested the state
prohibit non Alaska produced marijuana in order to pronote
Al aska agriculture and business. He pointed out that there is

anbiguity with regard to the per person definition, particularly
in terms of the personal use allowance of one ounce of marijuana
and six plants. He posed a scenario in which six adults over 21
years of age live in one residence and questioned how the
[ personal use allowance] would be applied, particularly if sone
of those residents work on the North Slope and are absent for
chunks of tine.

8:37:15 AM

REPRESENTATI VE DRUMMOND i nquired as to whether there is a |limt
on the anount of alcohol one living in the Matanuska-Susitna
Bor ough can possess in their hone.

MAYCOR DEVI LBI SS replied no.

8:37: 34 AM

MAYOR DEVILBISS related that although users have said there
won't be a problemwith the per person rules, he believes there

is room for abuse since these are living plants rather than
I'iquid. He then enphasized the need to restrict packagi ng that

entices mnors. The state should also differentiate between
nmedi cinal and recreational marijuana and industrial henp in
terms of both definition and regulation. Mayor DeVil bi ss

opi ned that taxes on the different products should be different.
The state, he further suggested, needs to offer mninmm
standards in terns of contam nants and potency and appropriate
| abel i ng.

8:39:35 AM

MR. SPI ROPOULCS stressed the need for a clear definition of the
term "public" as the consunption of marijuana in public is
prohi bi t ed. He pointed out that the Matanuska-Susitna Borough
is a second class borough that doesn't have a police departnent,
and thus doesn't perform crimnal |aw enforcenent. If the
definition is going to be pronul gated through an agency, the ABC
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Board has a definition of "public" for purposes of this law on
its web site. M. Spiropol ous requested the |egislature ensure
that agency has the authority to define the |anguage because
that isn't entirely clear at this point. However, the
Mat anuska- Susitna Borough would prefer that the legislature
define the term"public."

8:41: 38 AM

REPRESENTATI VE NAGEAK expressed concern with controlling the
contamnants in marijuana as well as marijuana that is |aced
wi th ot her drugs.

MAYOR DEVILBISS suggested that the contamnants in nmarijuana
could be addressed in the same manner as with food products such
that a mninmum level of contamnants are allowed or sone
contam nants are disall owed. He related his understanding that
Col orado has addressed contanmnants after the fact by
prohibiting the use of butane as an extraction nediumas it's a
source of expl osions.

8:43:46 AM

JIM  SYKES, Menber , Mat anuska- Susi t na Bor ough Assenbl y,
Mat anuska- Susi t na Borough, expressed hope that Al aska can |earn
from the other states who have |egalized marijuana. To that

end, M. Sykes highlighted Eagle County, Colorado, which is a
rural community wth highly populated areas and rural
unpopul ated areas simlar [to Al aska]. Wth regard to comments
that the industry needs to be small, home grown, and Al aska
based, he related his understanding that there is the desire to
have a vertically integrated business in which there is grow ng,
manuf acturing, processing, and sales in one |ocation. Al t hough
the aforenmenti oned may nake sense for a very small business, the
vertical integration that allows an industrial corporation to
enter the market would be a different matter. He then rel ated
the need to establish regulations sooner rather than |ater
because the longer it takes to establish regulations, the |onger
the black market w Il continue. M. Sykes noted that the
committee will be provided with an audio file and transcript of
the public comments to the [ Matanuska-Susitna Borough]. He then
directed attention to the nenbership of the Matanuska-Susitna
Borough's proposed Marijuana Advisory Committee, as listed in
Resol ution 15-007. In closing, M. Sykes said he |ooked forward
to working with the legislature and having a good flow of
i nformati on.
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8:48: 30 AM

REPRESENTATI VE DRUMMOND rel ated that after she and her husband
visited marijuana dispensaries in Seattle, Wshington, she
surm sed that the |argest problemis going to be the cash basis
of these systens. Because marijuana is illegal at the federa
| evel, these businesses operate on a cash basis. Washi ngt on
marijuana dispensaries all use the sanme sophisticated point of
sale (POS) system through which the State of W shington can
enter for review There is no [private information] in terns of
custonmer names because it's a cash system that doesn't accept
credit <cards or checks. In Alaska, where 63 percent of
residents carry guns, a cash-based system needs to be addressed.

MAYOR DEVILBISS pointed out that the Marijuana Advisory
Conmittee includes a nenber from the financial conmunity in
order to address that perspective. However, since it's a
federal problem the issue isn't included in the resolution
because he wasn't sure the state could solve that problem

MR. SYKES inforned the commttee that during discussions on the
banki ng aspect, he learned there are two state-chartered credit
unions in Washington that only do in-state business and
contenplate using a two-step process [with marijuana revenue].
North Dakota has its own sovereign bank, which he didn't know
what that neans. There is at |least one state-chartered credit
union in Alaska that may or may not be an answer. M. Sykes
noted his agreenment that this aspect needs to be addressed.

8:51: 51 AM

REPRESENTATI VE DRUMMOND described the dispensaries as having
heavy netal doors that were pulled down in front of the w ndows.

Al t hough t he di spensari es wer e not in a ghetto-1Iike
nei ghborhood, it looked as if it was in a ghetto nei ghborhood
that needed to arm itself. The surroundi ng businesses were
normal | ooking without all the visible [heavy security mneasures
of the marijuana dispensaries]. She attributed the cash basis
of the marijuana dispensaries as the reason for them being
heavily arned. She further related that the marijuana

di spensary enpl oyees are paid in cash.
8:52: 55 AM

MAYOR DEVILBISS, in response to Chair Tilton, related that the
bulk of the testinony [the Matanuska-Susitna Borough Assenbly]
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received was for the creation of a separate board for the
regul ati on and control of marijuana.

8:54:14 AM

MAYOR DEVILBISS, concluding his testinony, expressed the need
for the state to clarify whether the farm use tax exenption is

to include the growmh and production of rmarijuana. He
recommended that taxation on the state level be for prevention
treatment, testing, enf or cenment, and security. He then

enphasi zed the need for the state to establish rules for the
unorgani zed borough as it would inpact the borough. Since other
states have found infused edi ble products to be problematic, the
state regulations should clearly address the nmatter. He
reiterated earlier testinony relating that the preponderance of
testinmony the Matanuska-Susitna Borough Assenbly heard requested
an unlimted nunber of small vertically integrated operations

for which the assenbly asked. The aforenmentioned is the node

that works best for agriculture in Alaska. He related there was
general agreement that public advertising shouldn't be allowed

if marijuana is being treated |ike pornography. He then
requested the state establish business hours [if the borough
cannot]. Mayor DeVil biss informed the conmmittee that there was

the suggestion for the state to consider allowing permts for
cultivation facilities four nonths prior to retail sales. Myor
DeVi | bi ss enphasized that [the borough] hasn't even discussed
comercialization of marijuana as it wants to see the |andscape
prior to any decisions regard comrerci alization.

8:57:45 AM

MR.  SPI ROPOULCS highlighted the need to consider the Landlord
Tenant Act and whether a landlord can tell a tenant he/she can't
possess marijuana in the rental. He then rem nded the commttee
that the initiative was put forth as marijuana would be
regul ated Iike alcohol. However, there are severe limts on the
ability to tax alcohol at the local |evel such that alcohol can
only be taxed by a sales tax that matches the rate. The
Mat anuska- Susi tna Borough, he related, would like to preserve
all the local options for taxation. The assenbly could then
decide how to allocate those tax funds for education or
treat ment. As the legislature considers definitions, he
encouraged the conmittee to define "assist," particularly in
terms of business transporters who "assist" various custoners
and thus are in possession of nore than one ounce of marijuana.

9: 00: 00 AM
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VR. SPI ROPOULGS, in response to Representative Drummond

explained that there is a state |aw specifying that the only tax
that can be levied on alcohol is a sales tax. There is also an
Al aska Suprenme Court ruling that the sales tax rate [on al cohol]
must match the other sales tax rate. In further response to
Representative Drunmond, M. Spiropoulos specified that cities
wi thin the Matanuska- Susitna Borough each have a sales tax while
the borough has a bed tax of 5 percent that is considered the
sal es tax for purposes of taxing al cohol.

REPRESENTATI VE DRUMMOND surmised then that Anchorage's tax
structure is different since a recent increase in the bed tax
was dedicated to the construction of a convention center. Al
of the sales taxes in Anchorage mnust be placed before the
voters, she not ed.

9:01: 50 AM

MR. SYKES infornmed the committee that those who are considering
business nobdels to grow marijuana have encouraged not setting
the tax rate too high because it could continue the influence of
the black market. There was al so the suggestion that if another
medi cal marijuana section of the lawis created, the tax rate on
it should be addressed because in other states nedical marijuana

use rose since it was cheaper. The expected need to fund
regul ati ons, inspections, enforcenent, education, public health,
and other aspects of marijuana are upfront costs. Since the

state doesn't allow dedicated funds, he suggested that perhaps
licensing regulations can address paying for services the state
and | ocal governnments need to provide to inplenent the |aw He

noted that Colorado has had sonme success in that area. Wi | e
there is differing opinion as to whether to limt the nunber of
licenses, there is w despread agreenent that |icenses shouldn't
become an econom c asset like liquor |icenses. I n concl usi on,
he told the <commttee that the State of Washington is
instituting an eval uati on process t hat noni tors t he
effectiveness of the laws they are creating. He further told

the commttee that Col orado reported decreases in sone areas of
crinme, but increases in nedical responses.

9:04: 26 AM
REPRESENTATI VE NAGEAK expressed concern with airport security in

Al aska and questioned what happens if a traveler is found in
possession marijuana, which is federally prohibited.
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MR. SYKES said he didn't know what woul d happen.

MR. SPI ROPOULCS interjected that a ot of that wll be driven by
federal policymakers, the US. attorney general, and the
secretary of Honmeland Security. He related his understanding
t hat uU. S Attorney  Ceneral Hol der has said he won't
substantially interfere with the Ilegal operations in those

states that have legalized marijuana. However, banks and air
carriers aren't wlling to risk their charters. The current
nomnee for the US. Attorney General, Loretta Lynch, has

testified in opposition to the legalization of marijuana.
9:07:59 AM

REPRESENTATI VE SEATON noted that the House Health and Soci al
Services Standing Committee is hearing HB 59 that addresses
health and social services issues, including mxing nmarijuana
wi th ot her drugs.

9:08: 46 AM

DELANA JOHNSON, Mayor, GCity of Palmer, speaking from the
perspective of a city within an organi zed borough, informed the

commttee that «cities have police powers. Mayor Johnson
enphasized the inportance of self-determ nation  of t he
comunities, which she opined is the intent of the reference to
| ocal government in the initiative. She then pointed out that

cities have health powers wthin public spaces in terns of
snoki ng, vaping, and other nethods of inhalation and those are
al ready covered in city code. Therefore, she encouraged the
commttee not to allow the borough to change the vcity's
regul ations that are already in place.

9:11: 56 AM

REPRESENTATI VE NAGEAK noted that he had received concerns wth
regard to the nunicipality overriding what the |ocal governnent
[city/village] had voted in terns of |egalization of marijuana.

MAYOR JOHNSON recalled that Palner voted in support of the
| egalization of marijuana while nobst of the borough did not.
Mayor Johnson cautioned against broad stroke regqgulations,
particularly for the cities. The cities do have planning
powers. In fact, Palmer had planning and zoning powers |ong
bef ore statehood. She opined that no one outside of the city
council and planning and zoning understand where sales night be
intrusive and what marketing should 1ook |ike. Speaki ng
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personally, she agreed with the notion of not allowing the
mar keting of marijuana just anywhere. She expressed the need
for cities to have the choice with regard to marijuana. Mayor
Johnson opined that a separate board [for the regulation of

marijuana] is essential. She pointed out that since cities have
police powers and boroughs do not, the finances of the cities
will be inpacted. Utimately, no one knows a comunity as wel

as those |ocal residents.
9:15: 36 AM

REPRESENTATI VE NAGEAK informed the commttee that the North
Sl ope Borough has a boroughw de police force.

MAYOR JOHNSON pointed out that Anchorage is a wunified
muni ci pality and thus has both city and borough powers as does
Sitka and Juneau. She related her understanding that police
powers are generally designated to cities, which she opined
woul d be hel pful for whonmever is nmaking decisions at the borough
| evel .

REPRESENTATI VE NAGEAK related that the only powers cities have
in the North Sl ope Borough are boats, parks, and ceneteries.

MAYOR JOHNSON remarked that the City of Palnmer has a nunber of
powers, including planning powers delegated to the city by the
bor ough. She enphasi zed the inportance of |ocal determ nation

particularly since it's difficult to address the details of
various communities froma 10,000 foot |evel.

9:18: 35 AM

DENNI S WHEELER, Muni ci pal Attorney, Minicipality of Anchorage
identified the need to define "public" and "consume in public".
The Municipality of Anchorage recently passed an ordinance to
address the aforenenti oned because the assunption is that people
will begin to consune on February 24, 2015. Anchor age' s
ordi nance copied the crimnal code definition from the state's
crimnal code wth an exception for +those things properly

permtted or licensed per state or nunicipal code. He then
expressed the need to define the terns "marijuana concentrate"
and "marijuana products.” Wth regard to the issues surrounding

the nunber of plants per person per household, M. Weeler
rel ated his understanding that in Col orado the nedical marijuana
[ possessi on] limts were conbined wth the recreational
marijuana [possession] |imts, which resulted in a |oophole.
Additionally, the tax rate for nedical marijuana was different
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than that for recreational marijuana. Therefore, individuals
could have nore marijuana plants than they anticipated and the
use of nedical marijuana increased significantly because of the

significant price difference. The aforenmentioned is why the
exi sting nedical nmarijuana statutes will have to be reviewed as
wel | . He then expressed concern with a cohabitation situation

in which multiple individuals have mnmultiple plants that could
reach the level of a grow operation. Another area of concern is
the term "display” and what it nmeans to display one ounce of
mari j uana. He noted that there is a provision specifying that
marijuana plants can't be grown within public view If one is
allowed to display marijuana, it would seem that open exchanges
of marijuana in public places could occur, he surm sed, which
woul d need to be addressed.

9:23:13 AM

MR. WHEELER then turned to the hone processing of narijuana,
particularly the wuse of flamuable gases. He related his
understanding that there were about 30 house fires resulting
from individuals trying to use this nmethod of processing
marijuana on their kitchen  stove. To  address t he
af orenenti oned, the Minicipality of Anchorage is introducing an
ordi nance to ban [butane processing] locally. He then expressed
concern wth regard to open containers of mari j uana,
particularly within a vehicle. He suggested that perhaps open
marijuana containers would have to be out of arms reach of
those in the vehicle. M. Wheeler then related the need for a
public education canpaign, such as Colorado's Good to Know
canpai gn, so that people understand the rules. Wth regard to
statewi de data coll ection, he acknow edged that there would be a
cost but there needs to be some nmethod of data collection in
order to understand what is and is not working well. In regard
to taxation, he reiterated the concern wth regard to pushing
peopl e toward nedical marijuana use as was the case in Col orado.
Furthernore, when regulations are |ayered an expense s
associated with that and increases the cost of the product,
whi ch drives the black nmarket. The black market for marijuana
in Colorado is thriving. In fact, tw states adjacent to
Col orado have sued Col orado because of the amount of marijuana
transported out of Colorado and into those states. Therefore

it's a balancing act between the regulations, the costs, and the
bl ack market. M. \Weeler then turned to the concern
surroundi ng edibles, including the amount of THC, the serving
si ze, packaging, testing, and work environnent. Wth respect to
licensing, Colorado has a two-year residency requirenent in
order to obtain a business |license. Although M. Weeler wasn't
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sure Alaska could inpose a two-year residency requirenment, he
felt there is nerit in [a residency requirenent] if the desire
is to create a honme grown environment.

9:28:35 AM

MR. VWHEELER then turned to the question as to whether nmarijuana
should have its own control board. He opined that there is a
need for sone state level centralized authority. Generally
speaki ng, the ABC Board nodel works well, particularly since it
allows a local governnent to protest the issuance of a state
| evel license. He said he has heard discussions about using
sonme of the sane ABC Board staff to support the marijuana board,
which may have sone nerit as those existing staff would have
experience investigating individual cases, review ng individual
i censes, and processing [licenses]. Usi ng the ABC Board nodel
for a marijuana board would be of particular nerit if the nodel
for marijuana incorporates simlar concepts from the alcohol
nodel . Wth regard to the notion of having |ocal advisory
boards, M. Weeler pointed out that in the Matanuska-Susitna
Vall ey that would place quite a demand on resources whether it
was one | ocal advisory board on one in each local jurisdiction,
all the cities and the borough. He opined that it's very
difficult to consistently staff advisory boards and there are
costs associated with providing support staff. Because the
assenbly or city council is very accessible in the Matanuska-
Susitna Valley, he wasn't convinced an advisory board is
necessary. Therefore, he said he was nore confortable with the
city council or city assenbly addressing issues as they arise.
M. Weeler said that he concurred with today' s testinony as
well as the coments submitted in the Fairbanks North Star
Borough letter, particularly wth respect to consunption in
private clubs and |ocal governnent control in terns of zoning
and | and use. The Municipality of Anchorage has |ocal |and use
powers and with respect to alcohol has a conditional use permt
process in which every alcohol I|icense provided by the state
must be acconpanied by a local conditional use permt that has
been approved by the assenbly. The Anchorage Assenbly can deny
the conditional use permt after reviewwng how a particular
est abl i shnment fits in a particular nei ghbor hood. The
Municipality of Anchorage, he said, would like to retain its
power with respect to conditional use permts.

9:32:46 AM
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REPRESENTATI VE SEATON inquired as to whether the conditional use
permt requirement is through the local option or a specific
state statute for al cohol I|icenses.

MR. VWHEELER answered that it's part of Title 29 for |ocal
government |and use powers. He explained that there are
conditional wuse permt processes for all types of Iland use,
al cohol just happens to one of them

REPRESENTATI VE SEATON surm sed then that if the state doesn't
prohibit that Title 29 power, the local government would retain
it.

MR. WHEELER replied yes, in so nmuch as the initiative doesn't

explicitly prohibit the exercise of the power. However, M.
Wheeler said he prefers [language] that is nore direct and
explicit such that | ocal gover nnent pl anning powers are
r et ai ned.

9:34: 07 AM

REPRESENTATI VE REINBOLD asked if Anchorage has reviewed the
various fines in Chapter 38 and determ ned whether they are
reasonabl e or not.

MR. VWHEELER explained that when the Minicipality of Anchorage
adopted a definition of public place in its ordinance, the state
fine provisions were also incorporated. Therefore, soneone
caught consuming marijuana in a public place would face a $100
citation. M. Wheeler didn't recall the assenbly commenting on
whet her that fine [schedule] is high enough or too high but
rather would follow it and determne how it works. Although he
suspected that the $100 citation may not be high enough to keep
people from consumng in public, he wasn't sure there is the
| atitude to increase the fine.

9:36: 19 AM

REPRESENTATI VE REI NBOLD expressed the need to mamintain |ocal
control, particularly in terms of Section 3, which read:

The provisions of this Act are independent and
severabl e, and, except where otherwise indicated in

text, shall supersede <conflicting statutes, |oca
charter, ordinance, or resolution, and other state and
| ocal provisions. If any provision of this Act, or

the application thereof to any person or circunstance,
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is found to be invalid or unconstitutional, t he
remai nder of this Act shall not be affected and shal
be given effect to the fullest extent possible.

MR. WHEELER confirmed that he is aware of Section 3 and added
that it's not uncommon | anguage. He said that the nunicipality
doesn't want to create conflict that invites litigation. Still,
the nunicipality, to the extent possible, wants to exercise sone
| ocal <control or control either through the recomendation
process that is used for alcohol licensing or the ability for
the municipality to enact its own provisions not inconsistent
with the initiative

9:38: 20 AM

REPRESENTATI VE  DRUVMMOND, noting that many of Anchorage's
conditional use permt files have been lost, opined that this
will provide Anchorage the opportunity to track all of its
conditional use permts. She also reiterated her concerns wth
regard to the cash basis of the marijuana industry.

MR. WHEELER rel ated his understanding that Colorado experienced
an increase in crine related to the cash basis of the nmarijuana
industry and is working with state-chartered credit unions to
address the reluctance of the banking industry to becone

involved with the marijuana industry. He then nentioned that
arnored car carriers initially wouldn't serve rmarijuana
di spensaries, but now are comng around to the idea. \V/ g

Wheel er agreed with [Representative Drumond's concern] and said
he didn't know how to address it since [the cash basis of the
marijuana industry] is due to the concern with the federal |aw
and their ability to operate. A further chilling effect could
result from the new U S. Attorney General's coments that she
isn't in favor of the legalization of marijuana. Al t hough he
said he didn't know how these concerns could be addressed at the
local level, he did specify that in ternms of l|and use there
woul d be concerns with regard to security, lighting, and secure
doors. However, the aforenentioned doesn't address when
consuners, enployees, or the owner of the establishnment |eave
the establishment. The aforenmentioned may be a reason to
consider where marijuana [dispensaries] should be located to
reduce the chances of the aforenentioned crines.

REPRESENTATI VE DRUMMOND opi ned that it will behoove the
| egislature to pay close attention to the cash side of the
marijuana industry, including the tax paynents that will Ilikely

al so be made in cash
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9:41: 35 AM

ERNI E  HALL, Menber , Anchorage Assenbly, Municipality of
Anchorage, inforned the conmttee that the Minicipality of
Anchorage will continue to follow the |eadership of M. Weeler
and the nunicipality's |legal departnent as they continue to do a
good job raising red flags. He recalled when the municipality
was considering opting-out there was a trenendous anount of
testinmony that the nunicipality would be able to develop
regulations and collect a lot of tax revenue to solve the
state's fiscal gap. However, once the decision was nade to opt-
in, the nessages alnobst imediately changed to one saying the
initiative |anguage shouldn't be changed since the public
approved it as it is and the taxes should be kept |ow enough for
[ busi nesses] to operate. Therefore, the Ilocal assenbly is
|l ooking to the state to do a good job and handle the heavy
lifting in ternms of establishing a good set of state
regul ati ons. He then pointed out that the marijuana statute
doesn't refer to a license but rather says "register with the
state". He expressed concern with regard to the nunber of
licenses that will be issued and the process for |icensure. He
said he considered M. Weeler's earlier coment about a two-
year residency requirenent as appropriate. M. Hall indicated
[his agreenment] with an earlier suggestion that people not be
allowed to actually own [a marijuana dispensary] license and
thus avoid financial value accruing to the Ilicense. There is
already an issue wth this wth |[liquor ||icenses. The
Municipality of Anchorage, he related, is interested in
continuing to use its land use and conditional use [powers] as
that's how the municipality was able to interject itself in the
al cohol process. He enphasi zed the need for everyone to play
by the sanme rules, which is why the vast majority of [rules and
regulations for marijuanal] should be addressed at the state
| evel in order to avoid local |evel confusion while allow ng the
| ocal governnents discretion only with the | ocal conditional use

permts. In closing, M. Hall said he didn't envy the job
before the legislature, but opined that Cynthia Franklin wth
the ABC Board is definitely an asset. He then expressed his

desire to have any regulations put forth by the ABC Board
approved by the legislature prior to their inplenentation.

9:48: 22 AM
REPRESENTATI VE SEATON hi ghlighted the need for the commttee to

di scuss the definition of marijuana in the law, which seens to
exclude fiber and such things when growi ng henp. The question
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he opined, is whether henp without THC will be regulated as
marijuana or not as it could have sone inpacts with this dua
definition of what is and is not marijuana.

9:49: 54 AM

REPRESENTATI VE DRUMMOND noted that the testing issue wasn't
addressed today, which she attributed to the fact that it wll
likely be heard in the House Health and Social Services Standing
Commttee in terns of definitions and anounts.

9:50: 49 AM

ADJ OQURNVENT

There being no further business before the conmttee, the House
Community and Regional Affairs Standing Commttee neeting was
adj ourned at 9:50 a. m
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