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HB 81 was HEARD and HELD in committee for further
consi derati on.

HB 88 FEES FOR Tl RES
CSHB 88(FIN) was REPORTED out of commttee with a
"do pass" recomrendation and with one new fiscal
i npact note fromthe Departnent of Revenue.

HB 116 EXTEND ALCOHCLI C BEVERAGE CONTROL BOARD

HB 116 was HEARD and HELD in committee for
further consideration.

3:02: 57 PM

Co- Chair Thonpson di scussed the neeting agenda.

#hb88
HOUSE BI LL NO. 88

"An Act relating to remttance of tire fees; and
providing for an effective date."

3:03:40 PM

Co-Chair Neuman MOVED to ADOPT the proposed conmttee
substitute for HB 88, Wrk Draft 29-GH1044\W (Nauman,
4/ 6/ 15). There being NO OBJECTION, it was so ordered.

JANE Pl ERSON, STAFF, REPRESENTATI VE = STEVE  THOWPSON,
expl ai ned the changes in the Commttee Substitute (CS). The
first change appeared on page 1, lines 7 through 9 with the
addition of the follow ng | anguage:

The departnent may only, on a formrequired under this
subsection, require a seller to provide information on
tires subject to the tax under this section.

Ms. Pierson elaborated that the change had originated from
Co- Chair Neuman based on a lengthy form he had previously
shown the conmittee. The second change appeared on page 1,
line 14 where the language "not to exceed $900 a quarter"
had been changed to "not to exceed $600 a quarter..."
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Vi ce-Chair Saddl er asked for verification that t he
departnment may only require a seller to provide information
on tires subject to the tax. He asked for confirmation that
the purpose of the language was to |limt the information
submtted to the departnment. M. Pierson replied in the
affirmati ve.

Co- Chair Thonpson noted that Representative Kawasaki had
joined the neeting. He remarked that departnent staff were
avai |l abl e for questions.

Representative Kawasaki referred to the quarterly return
["Alaska Tire Fees Quarterly Return” form (copy on file)].
He thought sone of the questions on the form were
unnecessary and wondered who had devel oped the forns.

ANNA KIM TAX DI VI SI ON, DEPARTMENT OF REVENUE, deferred the
guestion to her coll eague.

Co-Chair Neuman interjected that he had gone over the form
with the Departnent of Revenue (DOR). He detailed that the
departnment did not need to know about tractor or ATV tires.
The requirenents had been slinmed down to the nunber of
passenger vehicles and studded tires the business had and
how many it had sold. He explained that the fee had been
reduced because the requirenments had been slimed down
significantly.

Co- Chair Thonpson noted the formwas much shorter.

Representati ve Kawasaki believed that sonetinmes forms were
nore conplex than necessary. He would not be opposed to
simlar |anguage for all fornms requested by the governnent.

Co- Chair Thonpson clarified the question. He renarked that
the formhad been sinplified significantly.

BRANDON  S. SPANGCS, DEPUTY DI RECTOR, TAX DI VI SI ON,
DEPARTMENT OF REVENUE, affirnmed that the form had been
sinplified. He detailed that the departnent had renoved
page 2 related to inventory. Additionally, clarification
had been added to line 1 to indicate that the question was
related to tires subject to the fee the departnent was
aski ng about. O her clarifying changes had been nmade to the
form instructions. He noted that the fornms would be
publ i shed as soon as possi bl e.
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Representative Gattis conmunicated that tire dealers in
Mat - Su had been working with the departnent to inprove the
form She had confidence that the changes would be
benefi ci al .

Co- Chair Thonpson remarked that Representative Quttenberg
had j oi ned the neeting.

Co- Chair Thonpson OPENED and CLOSED public testinony.

Co-Chair Neuman MOVED to REPORT CSHB 88(FIN out of
comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

Representative Gara facetiously OBJECTED for discussion. He
j oked that he had not nade any comments about the bill. He
W THDREW hi s OBJECTI ON\.

There being NO further OBJECTION, CSHB 88(FIN) was REPORTED
out of conmmttee with a "do pass" recomendation and wth
one new fiscal inpact note fromthe Departnment of Revenue.

3:10: 59 PM
AT EASE

3:13: 59 PM
RECONVENED

#hb81
HOUSE BILL NO. 81

"An Act relating to an exenption from the regulation
of construction contractors."”

3:14:10 PM

Co-Chair Thonpson relayed that the committee had not
previously heard the legislation; therefore, he did not
intend to report the bill fromconmttee that day.

REPRESENTATI VE = CATHY  TILTON, SPONSOR, spoke to the
| egi sl ation. She shared that she had introduced the bill at
the request of the Mat-Su Honebuilders, the Al aska
Honebuil ders, and the Al aska Board of Realtors. She read
froma prepared statenent:
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After speaking with sone contractors, realtors, and

certain individuals throughout our state, it becane
clear that there are individuals who are exploiting an
uni nt ended | oophol e in t he exi sting statutory

| anguage. Thus creating an uneven playing field for
licensed professionals who abide by the law and
potentially exposi ng unwi tting honebuyer s to
subst andard constructi on.

In short, HB 81 is really a consuner protection bil
and is not a bill to restrict fair trade. In order to
better understand HB 81 it is inportant to understand
what it is not and what it does not do. HB 81 does not
prevent Al askans from building their own honme, HB 81
does not prevent Alaskans from ever selling a hone
that they've built, and HB 81 does not propose a new
licensure. It is not, nor was it ever ny intent to do
any of those things.

Under current state law the licensed contractor
exenption opens up a situation where an wunlicensed
contractor can oper at e a substanti al busi ness
enterprise while avoiding |I|icensure, bonding, and

i nsurance requirenents. HB 81 provides a neans of
notifying the department if an owner/builder sells
their home before a two-year period in existing
statute. The departnment is not required to take action
on the notification, but sinply is provided wth the
ability to see if hones were being built repeatedly by
sonmeone wi thout a |icensure.

The | anguage before you is a result of a |long process
of working with the Honebuilders' Association, the
Department of Labor and Wbrkforce Devel opnent, and
i ndi vi dual Al askans that ally concerns of subjectivity
on the part of the departnent, while nmaking violations
to the exenption enforceable.

| am certain that nmy fellow commttee nenbers can
remenber when they purchased their first home and what
a financial risk that is. It's one of the biggest
financial obligations that we make in our life. HB 81
hel ps us ensure those honebuyers that they have the
expectations of a uniform standard of professionalism
HB 81 sinply seeks to reasonably include all
i ndi vidual s engaged in home construction as a regular
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course of business in the existing residential
contractor |icensure.

3:17:40 PM

Representative Gattis communi cated that she had signed on
as a co-sponsor during the bill's early stages. She noted
that there were several things she had questions about. She
shared that she had been raised in a house that had been
built by her father out-of-pocket. She spoke to her
not her's conplaint over the years that the house had never
been conpl eted. She discussed that there were nany Al askans
who built their own hones out-of-pocket and sonetines never
conpleted the project. She referenced the two-year period

in the bill. She provided an exanple of a famly living in
and building their honme. She wondered what happened in the
third year if the home was still wunder construction. She

reasoned that sone honmes in Alaska had been under
construction for 10 to 15 years. She believed the bill

still had sone struggles related to the tineline (i.e. when
construction started, st opped, etcetera). She was
supportive of the bill's purpose, but wondered at what

poi nt the house becane "conpleted."

HEATH HI LYARD, STAFF, REPRESENTATIVE CATHY TILTON, answered
that | anguage had been included in the nobst recent bill
version (Wrk Draft 29-LS0346\E, Strasbaugh, 3/19/15) to
ensure that Alaskans were not wunfairly prevented from
selling their home. He addressed questions related to when
a honme was determ ned to be conplete.

3:20: 24 PM
AT EASE

3:22:29 PM
RECONVENED

Co- Chair Thonpson set the bill aside [to obtain the nost
recent CS].

HB 81 was HEARD and HELD in comrittee for further
consi derati on.

#hb116
HOUSE BI LL NO. 116
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"An  Act extending the termnation date of the
Al coholic Beverage Control Board; and providing for an
effective date."

3:22:45 PM

LAURA STI DOLPH, STAFF, REPRESENTATIVE KURT OLSON, relayed
that the bill would extend the termnation date of the
Al coholic Beverage Control (ABC) Board to June 30, 2018. As
requested, Cynthia Franklin, D rector of the ABC Board had
provi ded an updated fiscal note with a cost analysis, which
i ncluded the breakdown of expenditures. She relayed that
departnent staff was present to speak to the fiscal note.

Representative WIlson referred to the fiscal note. She
wondered if a $1.7 mllion change in revenue was related to
marijuana. She did not see a breakout of the nunbers under
the note's anal ysis section.

Ms. Stidolph deferred the question to the Departnent of
Commerce, Comrunity and Econom c Devel opnent.

3:24: 43 PM

M CAELA FOALER, LI AlISON, DEPARTMENT OF COMVERCE, COWUN TY
AND ECONOM C DEVELOPMENT, relayed that in addition to the
updated fiscal note the departnent had provided a docunent
breaki ng out costs related to al cohol and costs related to
mari j uana. She elaborated that there was not an
appropriation request specific to marijuana in the fisca

note. She detailed that the information had been included
because it had been in the governor's budget request. She
expounded that the increnment had been stripped out of the
budget, but if the noney was allocated el sewhere it would
be included in the ABC Board's budget.

Representative WIlson believed the fiscal note should
reflect that it only pertained to the ABC Board. She
observed that the fiscal note included $1.7 mllion nore
(related to marijuana) if the bill was passed. She believed
the new fiscal note included funds needed by the ABC Board
in addition to what the departnent anticipated would be
needed for a marijuana board. She believed Ms. Fow er had
testified that the bill was not asking for funds related to
marijuana. She opined that the correct fiscal note should
only be $1.752 mllion if it only included the alcohol
portion.
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Co-Chair Thonpson agreed wth Representative WIson's
synopsi s.

Representative WIson wondered if the fiscal note would be
adj usted when the bill was noved from commttee. Co-Chair
Thonpson replied in the affirmative.

Representative WIlson relayed that she was not confortable
with including the marijuana portion if the amount was not
known. She thought the change would nmake the fiscal inpact
zero since the $1.7 mllion was collected in fees from
al cohol |icense owners.

Ms. Fower replied that the departnent would not draft a
note to show a zero, but the cost of alcohol Iicensing did
of fset the entire cost of the ABC Board.

Representative WIson thought the note would indicate
$1.752 mllion under total operating expense, but nothing
woul d conme from general funds.

LACY  SANDERS, ANALYST, LEG SLATI VE FINANCE DI VI SION,
replied that the fiscal note was informational only and was
not requesting an appropriation. She explained that the
departrment had illustrated what had been included in the
governor's FY 16 request. She el aborated that the ABC Board
technically included the marijuana regulation, which was
included on the fiscal note. She explained that marijuana
regulation was currently wunder the purview of the ABC
Board. The fiscal note provided an accurate picture and
woul d not issue an appropriation.

Representative WIson observed that the fiscal note did not
include any indicator that it was purely informational. She
pointed out that there was a bill for the marijuana board
that she anticipated would have its own fiscal note. She
had not heard of an informational only fiscal note. She
wondered if there would be a problemif the fiscal note was
limted to the bill's continuation of the ABC Board and any
generated fees associated with the board.

Ms. Sanders answered that there would be a separate fisca
note for the board. She explained that the information
included in the «current fiscal note was related to
regulation of marijuana, which was not a board for
marijuana. She clarified that a marijuana board had not
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been established, which would happen through a separate
bill. The regulation of marijuana had been set up through
the [statewide] voter initiative that had passed. She
furthered that the departnent's budget reflected noney for
the regul ation of marijuana, not a board for marijuana.

Representative WIson asked for verification that if the
bill passed with the current fiscal note the conmttee
woul d be approving an additional cost to the General Fund
of $1.5 million.

3:31:18 PM

Ms. Sanders replied in the negative. She explained that if
an appropriation was required it would be included in the

note's first col um titled "FY2016 Appropriation
Requested.” She clarified that the funds appeared in the
second colum titled "Included in Governor's FY2016
Request."” She explained that the increnent had been

included in the governor's budget as submtted to the
| egi sl ature.

Representative Edgnon noted that the initiative had said
"may" <create an ABC Board, which was reflected in the
fiscal note. Ms. Sanders answered that the establishment of
a board was in a separate bill before the committee. The
current legislation pertained to the extension of the ABC
Board and its purview currently included the regulation of
mari j uana.

Co- Chair Thonpson noted that the initiative called for the
ABC Board to oversee nmarijuana unless a separate marijuana
board was established. He reasoned that the |egislature had
not established a marijuana board; therefore, the fiscal
note was correct.

Vi ce-Chair Saddler had never seen an informational fisca
note. He asked for verification that if the first colum
was blank it meant a note was informational only. M.
Sanders answered in the affirmative. She el aborated that if
addi ti onal noney was necessary it would appear in the first
colum. She added that the term "informational only" was
frequently used internally within the Legislative Finance
Di vision office.

Representative Pruitt asked to <clarify the difference
between the marijuana and the ABC Board as well as the
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sources of funds. He pointed to the fiscal note and
surmsed that the total cost for the ABC Board w thout
marijuana in the current year was $1.7 mllion. He remarked
that the separate request was for close to $1.6 mllion. He
pointed to the change in revenues and wondered if it would
cost the state nore for the ABC Board w thout marijuana.

Ms. Sanders answered that the fiscal note currently
reflected the revenue generated from al cohol regulation.
She relayed that eventually the departnent would devel op
regulations for marijuana and would potentially collect
fees to cover the costs, the cost was indeterm nate at
present. She elaborated that ultimately there would be a
fundi ng source change in future budgets.

Representati ve Pruitt asked for verification t hat
eventually the fund source covering cost related to
marijuana woul d not be General Fund. Ms. Sanders replied in
the affirmative. She added that nost likely funding would
cone from program receipts (code 1005), which would cover
the entire agency.

CYNTHI A FRANKLI N, EXECUTIVE D RECTOR, ALCOHOLI C BEVERAGE
CONTRCL BOARD, DEPARTMENT OF COWERCE, COVMUNTY AND
ECONOM C DEVELOPMENT, affirnmed the intention for both
substances to be funded by program receipts once narijuana
establishments were up and runni ng.

Representative Pruitt assuned there was nore than $1.7
mllion in "General Fund program’ that was derived from
al cohol. He asked if the al cohol tax revenue would only pay
for alcohol related costs and not any costs associated with
mari j uana.

Ms. Franklin answered in the affirmative. She detailed that
over the past several fiscal years there had been dollars
returned to the General Fund that were program receipts
from al cohol that had not been spent in the ABC budget. She
referred to current legislation (SB 99 related to ABC and
al cohol regulation). She discussed that in future years
there was potentially a need for the alcohol funds; the
departnment had not considered using alcohol program
recei pts to fund marijuana costs.

3:37: 58 PM
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Co-Chair Neuman stated that sonme would prefer to see the
initial startup funds for the establishnent [of marijuana]
to cone from the taxation of marijuana sales. He wondered
if marijuana board legislation did not pass, whether it was
possible to develop a CS that would allow the state to
recoup the funds associated wth nmarijuana when it began
t axi ng the substance.

Ms. Franklin deferred the question to Ms. Sanders.

Ms. Sanders answered that she was uncertain how the
specifications would be established in a CS. She relayed
that the ABC Board would set up regulations that would
include the fees that would be paid and anything in excess
of the operating costs would be deposited into the Genera
Fund. She was not certain when the ABC Board planned to
begin coll ecting fees.

Ms. Franklin relayed that the first [marijuana] |icenses
woul d be issued in May 2016. The departnents estinmated that
the first tax comng in fromthe |licenses would be around
July 2016. She recalled recent testinmony from the
Department of Revenue, Tax Division that the first nonies
frommarijuana woul d be collected in 2017

Co-Chair Neunman noted his preference that any excess fees
go back to cover the cost of the initial [marijuana] setup

Representative Gara asked what had happened to the
governor's FY 16 request that had included $3.3 mllion.
Ms. Sanders answered that the governor had requested an
appropriation for $1.7 mllion. She detailed that the noney
had been renoved from the House and Senate operating bills.
There were other avenues under discussion that would get
the funds into the division's budget for FY 15 and FY 16.

Representative Gara did not want anyone to walk away
thinking there was no cost for narijuana regulation. He
noted there would be a period where the state was spending
noney prior to collecting it. He reasoned that devel oping
regul ations would only use state staff. He wondered why it
woul d cost noney to adopt regul ations.

Ms. Franklin answered that the cost was associated wth
staff costs and the establishment of a database. She
expl ai ned that everyone would want significant data about
marijuana |icenses and information related to noving
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forward with inplenenting the voter's initiative safely.
She relayed that the division was a paper-based agency t hat
was unable to provide data currently on liquor |icensing
wi thout investing a substantial anount of staff time in
research. Additionally, there were costs associated wth
tracking the substance in order to verify that retailers
were selling marijuana that had been grown legally in a
licensed cultivation facility. The governor's request that
had been stripped out of the operating budget had included
an additional six staff positions in addition to the
existing ten positions statewi de that were responsible for
regulating the 1,875 liquor licenses. She continued that
the division had a PowerPoint presentation conparing the
requested staff wth those in other states. She stated that
the division's staff working on liquor licenses was quite
small and the additional request was small. She relayed
that the division had reciprocal service agreenents wth
the Departnment of Law and paid by the hour for its |awer's
time. She summarized that the cost came out of the
division's budget to wite the regulations and to safely
enforce its |icensing rules.

3:44: 15 PM

Representative Gara expressed distaste at the idea of state
agencies charging each other for costs. He believed the
costs were pretend and confusing. He understood that there
would be sonme staff required to initiate the comrercial
licenses prior to May. He did not know how involved the
board would be in enforcing against people pretending to
grow pot for personal use who were actually selling
coormercially. He wondered if the departnment needed staff
for that purpose and why state troopers and police were not
sufficient for that role.

Ms. Franklin answered that there were two reasons the ABC
utilized five enforcenent officers statewide and why it was
requesting three additional officers. First, the agency
becane a de facto expert statewide related to the rules
desi gnated around the substance. For exanple, if a citizen
called their local |aw enforcenent officer because they saw
soneone riding a bike selling beers, the |aw enforcenent
officer would in turn call the ABC Board to ask whether the

activity was legal. She explained that there were nany
rules under Title 4 associated wth alcohol; it was
difficult to understand them all. She stated that it would

be even nore difficult with marijuana if it remained in the
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controll ed substances act, for local |aw enforcenment to
know the rules and how to apply them on the street. She
communi cated that enforcement officers were responsible for
education, inspection of |icensees to ensure conpliance,
and for enforcing against individuals selling alcohol or
marijuana wthout a license. There were sone exanples of
businesses that had opened wthout a |icenses. She
continued that ABC received the related calls and pressure
from the other individuals wanting to open a business who
saw the issue as wunfair conpetition. Additionally, ABC
received calls from law enforcenment and citizens. She
explained that the troopers' priority list varied by day.
The agency's priority was public safety and enforcenent of
the rules around the substances. She noted that the agency
had an officer present for testinony. She relayed that
enforcenment had been added by all states that had |egalized
marijuana at statewde and |local levels. She did not
believe the substance could be safely regulated wthout
of ficers making sure the rules were foll owed.

3:47:45 PM

Representative Gara discussed that currently personal use
was the only thing the state had. He stated that a |aw
enforcement officer understood the difference between
personal and commercial use and arrested people not
following the law. He understood staff would be needed to
begin issuing licenses in May; however, he did not believe
enforcenent woul d be needed beyond enforcenent officers. He
could identify $1.2 nmllion that would do nuch nore
inmportant things. He did not support funding additional
enforcenment officers before any comrercial establishnents
were in place. He stated that including marijuana on the
fiscal note was confusing and could be authorizing
positions the state did not yet need.

Co- Chair Neunman wondered if the ABC Board was currently up
to date on any conplaints that had been submitted or other
day-to-day itenms. Ms. Franklin answered that the board had
addressed the issues in the audit and was up to date wth
its current workl oad.

Representative WIson did not understand why the ABC Board
was taking questions on the marijuana issue until sonething
had been put in place. She asked for verification that the
issue resided with the Departnent of Public Safety (DPS)
until the regulations were drafted. For exanple, she
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beli eved enforcenent would fall to DPS if an individual
began selling marijuana commercially before regulations
were in place.

Ms. Franklin answered that it was a public safety issue,
but ABC still received calls. She detailed that ABC was a
responsi ve state agency and could not have enpl oyees refuse
to respond to questions. She elaborated that citizens and
| aw enforcenent agencies had contacted the division about
busi nesses that had started up prematurely. Currently under
statute ABC officers had specific enforcenent authority and
a specific conm ssion fromthe conm ssioner of DPS over the
crimnally punishable provisions in AS Title 4. The
division had told callers they would have to call the
troopers related to the three businesses that had gotten
out ahead. However, that did not mean that the division did
not need to know the answers. She relayed that the division
relied on local law enforcement when it came to enforcing
Title 4 provisions; the agency's five officers statew de
could not provide enforcenent alone. She added that the
same would be true for the three marijuana officers. She
stressed the inperative nature of the enforcenent of rules
around al cohol and marijuana. She discussed that marijuana
was still illegal federally; therefore, in order to
i npl enent the voters' initiative, the agency had to ensure
strict conpliance wth guidance given by the federal
government in the Cole Menorandum The menorandum addressed
strict regulation and enforcenent, including ensuring the
substance did not get into the hands of mnors and that it
was not diverted across state lines. The division had
originally intended to ask for five officers; however, in
light of the challenging fiscal climte, the division had
[imted its request to three officers. She reiterated the
i nperative nature of enforcenent.

3:52:46 PM

Representative WI son was unconfortabl e havi ng t he
substances [al cohol and nmarijuana] conbined. She did not
want the state junping the gun by regulating things that
had not gone through the legislative process. She
understood that some of the funds requested by the governor
[shown in the fiscal note] had been stripped out of the
budget; therefore, she wondered where to look to find the
nost current budget information.
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Ms. Sanders answered that currently in the House and Senate
versions of the operating budget (HB 72), there was
$1, 752,400 and $23,000 in interagency receipts. There were
other options to get the marijuana funding for the ABC
Board. She pointed to the estimted supplenental cost for
FY 15. She explained that the governor's budget also
i ncl uded noney for marijuana regulation in the suppl enmental
bill and $1.5 million for FY 16 in the operating budget
request. The funding could be added to another bill that
woul d establish a marijuana control board or it could be
added to the suppl enental budget.

Representative WIson was concerned that the fiscal note
included itens that did not reflect the bill. She stated
that the bill was about the continuation of the ABC Board
and making sure it was cost neutral.

3:55: 33 PM

Ms. Sanders equated the voters' initiative [related to
marijuanal] to a bill. She addressed that it was not the
normal legislative process, but because the initiative

passed there had been no opportunity for the departnent to
attach an appropriating fiscal note to the initiative.
Therefore, the departnent's inclusion of the funding in the
governor's budget was technically correct. She stated that
while it may be included in another fiscal note, currently
regul ation of marijuana was under the purview of the ABC
Board; therefore, it was technically correct to include
marijuana in the fiscal note.

Representati ve Munoz asked whether it was best to use the
ABC Board or to establish a separate board for the
regul ation of marijuana. She wondered if there were cost
savi ngs associated with naintaining the function under the
ABC Boar d.

Ms. Franklin replied that the governor had introduced HB
123 that would create a marijuana control board. For fisca

savings, the bill represented a two board, one agency
structure. She detailed that the ABC Board was conprised of
five volunteers and net five tines annually. The idea would
be to duplicate the structure for a marijuana contro

board. The bill proposed that nmarijuana board neetings
woul d occur the day following ABC Board neetings to reduce
staff travel <costs; both boards were required to neet
across the state to provide public access to the boards
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The departnment was supportive of a separate nmarijuana
control board. She explained that the nakeup of the ABC
Board was specialized to alcohol and contained industry
representation. She continued that increasing industry
representation would swell the board to 9 nenbers for
al cohol and marijuana, which would not bring a significant
cost savings. There were other ways to provide a cost
savi ngs by housi ng both boards under the sane division.

HB 116 was HEARD and HELD in commttee for further
consi derati on.

Co- Chair Thonpson discussed the schedule for the follow ng
day.

#
ADJ QURNVENT

3:59:54 PM

The neeting was adjourned at 3:59 p.m
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