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CHAIR GABRIELLE LEDOUX called the House Judiciary Standing
Commttee neeting to order at 1:23 p.m Representatives Keller,
Lynn, G uenberg, and LeDoux were present at the call to order.
Representatives Foster, Mllett and Cdaman arrived as the
meeting was in progress.

1: 24: 07 PM

SB 35-2015 REVISOR S Bl LL

1: 24: 19 PM

CHAI R LEDOUX announced that the first order of business would be
SENATE BILL NO 35, "An Act making corrective anmendnents to the
Al aska Statutes as recommended by the revisor of statutes; and
providing for an effective date."

1:24: 33 PM
LISA KIRSH, Assistant Revisor, Legi sl ative Legal Counsel

Legislative Legal and Research Services, Legislative Affairs
Agency, said SB 35 is the revisor's bill which, she explained,

is a bill to correct any errors, and to inprove the Al aska
St at ut es. She further explained that within the revisor's bil
no policy changes are made as it is primarily a "clean-up” bill
and every year they review sonme titles, look for obsolete

provi si ons, deficiencies, and/or conflicts. She opined that the
changes are carefully reviewed and only include changes that are
appropriate in the revisor's bhill. Anything that mght be
considered a "close call"” the revisor does not include. The
Departnent of Law (DOL) reviewed the bill, and there is a letter
within commttee packets, that it sees no legal issues wthin
the bill. This particular bill makes changes that corrects sone
citations of federal law, puts court rules in the correct
citation form nmakes changes between singular and plural where
it doesn't agree with the other |anguage in the sentence, and
the words "but not limted to" are elimnated when follow ng
"including" as there is a provision in Title 1, of the Al aska
Statutes that reads when the word "including"” or "includes" is
used in the statutes it is presuned to include the words "but
not limted to." The revisor renoved a few definitions no
| onger required because the provisions they were used in have
been repealed, and the rest is grammatical changes and other
basi c clean up

REPRESENTATI VE GRUENBERG noted from the bill history that the
bill went through the Senate Judiciary Standing Commttee and
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menber s Senat or Costello and W el echowski wer e no
recommendat i ons". He asked if either Senators expressed any
concerns they had about any sections in the bill.

1: 27: 25 PM

M5. KIRCH responded that she is not aware of the reason behind
t hose votes.

M5. KIRCH replied to Representative Guenberg that she was
present during the hearing and did not hear anything on the
record expressed by the Senators.

REPRESENTATI VE GRUENBERG asked whet her anyone el se expressed any
concerns or reservations.

M5. KIRSH answered that she did receive a couple of questions
relating to a provision in Title 10, dealing with corporations,
wherein the |anguage is confusing because she renoved a
provision that is permssive from the mandatory section and
noved it to the perm ssive section, consequently, there is a
large block of elimnated |anguage within that |anguage which
reappears in the following section, or inverted. She al so
received a question regarding why the definitions were deleted,
whi ch she reiterated was that they were no |onger needed because
the provisions they were used in were repealed. She offered
that those are the only questions she could recall.

1:29:10 PM

REPRESENTATI VE GRUENBERG asked who the Senator was on the Senate
fl oor who voted "no," and why.

M5. KIRSH offered that it may have been Senator Kelly, but that
could easily be verified by |Iooking at the record on BASIS. She
said she is not aware of the reason for that vote.

REPRESENTATI VE GRUENBERG questioned whether there was an
obj ection expressed in the Senate debate.

M5. KIRSH replied that she was not aware of an objection.
REPRESENTATI VE GRUENBERG quiered whether his statenent is

correct that no one said anything against the bill, or any
section.

HOUSE JUD COW TTEE - 5- March 30, 2015



M5. KIRSH responded that she does not recall any objection to
the bill other than the questions previously testified to which,
to her know edge, were laid to rest by the answers.

REPRESENTATI VE GRUENBERG advi sed that staff advised that Senator
Kelly was the "no" vote.

1: 30: 56 PM

CHAI R LEDOUX opened public testinony and after ascertaining no
one wi shed to testify closed public testinony.

1:31:35 PM

REPRESENTATI VE KELLER noved to report SB 35, version 29-LS330\H
out of conmmttee wth individual recommendations and the
acconpanying fiscal notes. There being no objection, SB 35
passed out of the House Judiciary Standing Comrttee.

1:31:47 PM

The conmttee took an at-ease from1:31 to 1:34 p. m

HB 123- ESTABLI SH MARI JUANA CONTRCL BQOARD

1:34: 22 PM

CHAI R LEDOUX announced that the final order of business would be
HOUSE BILL NO 123, "An Act establishing the Marijuana Contro

Board; relating to the powers and duties of the Marijuana
Control Board; relating to the appointnent, renoval, and duties
of the director of the Marijuana Control Board; relating to the
Al coholic Beverage Control Board; and providing for an effective
date."

1:34: 38 PM

M CAELA FOWLER, Legislative Liaison, Special Assistant to the
Comm ssi oner, Ofice of the Comm ssioner, Depar t ment of
Commerce, Conmunity, and Econom c Devel oprent (DCCED), advised
this is Governor Bill Wlker's bill to create a separate
marijuana control board. The initiative specified that the

| egislature has the authority to create a new board otherw se
the regulation fall to the Al coholic Beverage Control Board (ABC
Board) . Initially, she offered, the idea of a stand-alone
agency was pursued. However, she remarked, given the fiscal
climate Alaska is facing it did not appear to be a prudent
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approach. The conproni se then devel oped to a separate marijuana
control board served by the sanme staff as the ABC Board. She
described the board as a sem-judicial agency, wth the vast
anount of work at the direction of the board performed by agency
staff. This option allows capitalization on both the experience
of the ABC Board staff, as well as reducing costs and overl ap.
The majority of CSHB 123 is reflective of Title 4 statutes,
which are the alcohol statutes. She noted that there are
changes due to differences in the substance, and proposed
changes to Title 4 that a working group has been devel oping for
the |ast several years. She said there is anticipation that
before session ends a bill will likely be introduced that would
begin the process of |ooking at those recommended changes, of
whi ch some were included in CSHB 123.

1:37:41 PM

MS. FOANER referred to Section 1, and stated that it anends
Title 4, by saying the director of the ABC Board shall also

serve as the director of the Marijuana Control Board. It also
anends the process for appointnment and renoval of the director
to require a mpjority vote from both boards. The ABC Board

director is a position appointed by the governor, as with the
Marijuana Control Board, but can be renoved only by a vote of
the board unless there are extenuating circunstances.

CHAI R LEDOUX questioned whether a new governor would not be
all owed to appoint a director of either board.

M5. FONLER stated "That is correct."
1: 38: 29 PM

M5. FOMLER referred to Section 2, and stated it establishes the
five menber Marijuana Control Board in Title 17, and designates
the five voting nmenbers as foll ows:

(1) one person fromthe public safety sector;

(2) one person fromthe public health sector;

(3) one person froma rural area;

(4) one person actively engaged in the nmarijuana
i ndustry; and

(5) one person who is either from the general public
or actively engaged in the marijuana industry

M5. FOALER advised that this is one of the sections that maybe
reflects the wish of how alcohol is regulated, and not the way

HOUSE JUD COW TTEE -7- March 30, 2015



al cohol is currently regulated as there is no requirenent for a
public health or public safety representative on the current ABC

Boar d. It has been found that it is especially inportant given
the nature of the marijuana industry, and new territory. The
sponsor strongly supports a five nenber designation on the
Marijuana Control Board. She noted that there are five

designated seats, and the intent of this legislation is that the
background of the executive director is taken into consideration
in the formulation of the board. For exanple, Cynthia
Franklin's background woul d be considered when showi ng that all
of the designations were filled in that she has a public safety
background, she expl ai ned.

1: 40: 02 PM

CHAIR LEDOUX surm sed that if this bill were to be adopted in
its present formthere would be no need for a board nenber from
the public safety sector because Ms. Franklin would serve wth
t hat experti se.

M5. FOALER responded "That is correct.” She then referred to
Section 3, which establishes ternms of office for board nenbers
and chair, sets out requirenents for board neetings and provides
for board nenber per diem She pointed out that the section
al so outlines the board's powers and duties to propose and adopt

regul ations, establishes qualifications for |I|icensure, review
applications for |icensure, hear appeals from actions of the
director, reduce the area of |license premse, and adopt
regul ations according to AS 44.63. Finally, she noted, the

section establishes the board s enforcenent powers as mrroring
those of the ABC Board, as outlined in Title 4. She said this
is one area anended in the last conmittee of referral because
marijuana is not entirely in one section of statute. She
advised that all alcohol rules, including crimnal statutes are
included in Title 4, so the ABC Board only needs statutory

authority over that title. She said with marijuana there are
provisions in Title 11, and at this point it is unknown where
marijuana wll end up in statute. There is sonme broader
| anguage included in this version of the bill that gives the ABC

Board the authority to regulate outside of Title 17, if it is a
marij uana statute.

1:41: 53 PM
M5. FOALER continued her presentation and referred to Section 4,

whi ch defines the board in the initiative |anguage to nean the
Marijuana Control Board, as created by this Act, she remarked
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She advised that Section 5, defines director as the director of
the ABC Board and Marijuana Control Board, and defines
registration to nmean registration or licensure as determ ned by
regul ati ons. She pointed to Section 6, which anends the duties
of the Departnent of Commerce, Conmuni ty, and Econom c
Devel opnment ( DCCED) to i ncl ude provi di ng clerical and
adm ni strative support for the Mrijuana Control Board. Section
7, amends the uncodified law for initial appointnment of board
menbers. Section 8, provides for transition regulations such
that if the ABC Board adopts any regulations before the
Marijuana Control Board is created, those regulations can be
i mpl enented, enforced, or anmended by the Marijuana Control

Boar d. It provides that any regulations adopted during the
transition period shall take effect after the effective date of
the Act. She stated this also provides that initial industry
seats will be filled by nenbers of the alcohol industry as there

was concern regarding designated seats for marijuana industry
nmenbers given that there is not a prior legal narijuana industry
in Al aska. She offered that Section 9, provides for the
i mredi ate effective date.

1: 43: 48 PM

CHAI R LEDOQUX opened public testinony.

1:43: 57 PM

TIMOTHY HALE related that this is a good bill as alnost
everything is in line wth the alcohol industry which is
excel | ent. His concern is Section 8, wherein it reads "shall
instead appoint tw persons wth experience in the alcohol
retail, or wholesale business." He stated he understands the

reasoni ng behind this because currently there is not a marijuana
i ndustry, but believes a better way would be to have the two
people affirmthey intend to apply for |icenses when they becone

avai |l abl e. He opined that the alcohol industry mght see the
marijuana industry as sonewhat of a conpetitor and therefore,
persons from the alcohol industry may not have the marijuana

i ndustry's best interests at heart.
1:45:56 PM

CYNTHI A FRANKLIN, Director, Alcoholic Beverage Control Board
(ABC Board) Departnent of Commerce, Community, and Economc
Devel opnent (DCCED), said the bill 1is a conprom se between
creating a conpletely new agency, and a chance to utilize the
experience of staff of the agency in both enforcing rules and
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regulations in the statutes around a dangerous substance and the
experience of the staff in licensing businesses, and assisting
in the commerce section of this agency. She said the agency is
encouraged by the devel opnent of the changes of the bill overal
which reflect well the input of the |egislature.

1:47: 21 PM

CHAI R LEDOUX expresses her concern regarding [Sec. 8], page 7,
lines 2-6, which read:

(b) Notw thstanding AS 17.38.080(b), the governor, in
making the initial appointments to the Marijuana
Control Board of two persons actively engaged in the
marijuana industry, shall instead appoint two persons
with experience in the alcohol retail or wholesale
busi ness. The governor shall appoint two individuals
to serve the term of two years under (a)(2) of this
secti on.

CHAIR LEDOUX stated she wunderstands the reasoning, but 1is
concerned whether there mght be some way of phrasing this so
people with industry know edge are not appointed giving themthe
benefit for having broken the law in the past. But at the sane
time, she offered, that people are appointed who actually know
what they are doing in a particular industry.

1: 48: 30 PM

M5. FRANKLIN related that she believes that individuals can be
found appropriate for appointnent into the industry seats
outside of the alcohol retail or whol esal e business. She opined
it would take a bit of crafting to address the concerns of the
previous committee that individuals not be appointed into these
seats whose experience in the marijuana industry is illegally
obt ai ned experience. However, she offered, since Novenber 4,
2014, she has been contact by and responded to nunerous people
in "our"™ business conmmunity and Al aska business comunity who
are interested in entering into this new industry and new
busi ness opportunities who have substantial experience in

regul ated industries other than al cohol. She opined there is a
way to craft |anguage that is nore inclusive than the | anguage
in the current version of the bill. However, she further
opined, it is the version of the bill that passed through and is

sinply the first two years of this industry. She stated she
does not feel strongly enough about this section to hold up the
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bill, as she would like the bill to make it through in the tine
frame left.

1:51: 12 PM

CHAI R LEDOUX advised that the bill will be held in commttee
today and there is tine to work on | anguage.

1:51:19 PM

REPRESENTATI VE CLAVAN referred to (b) on page 7, lines 2-6, and
stated that possibly a way to fix that topic but still give the
governor flexibility in |ooking beyond the alcohol industry
woul d be to change the word "shall"™ to "may" on |ine 4.

M5. FRANKLIN responded that she believes that would work as
there are people out there that are "findable."

1:52: 26 PM

CHAIR LEDOUX referred to M. Franklin's coment that even if
this version were to go forward, it would only be two years.
She questioned whether those two years would be the nost
critical two years in fornulating the regul ati ons.

M5. FRANKLIN answered that Chair LeDoux is correct in that it
will be "frontend |oaded" and will probably be crafted in the
next two years.

1: 53: 00 PM

REPRESENTATI VE GRUENBERG referred to page 7, lines 5-6, "the
governor shall appoint the two individuals to serve the term of
two years under (a)(2) of this section,” which is tal king about
people who are actively engaged in the alcohol industry. He
guestioned how this is going to work when the two people
representing the marijuana industry terns expire at the sane
time, rather than in a staggered fashion. He advised it would
seem there should not be two new people comng on the board at
the sane tine.

M5. FRANKLI N advi sed Representative G uenberg that she agrees in
that as it currently uses the term "shall" it requires the
governor to appoint two al cohol industry nmenbers into terns that
expire at the sane tine. She pointed out that the |anguage of
the bill, and the current ABC Board has the term "may" wth
t hose designations overall. This section, which is intended
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just to be the beginning of this board, says "shall" so that the
terms would expire at the sane tine. She opined that in terns
of replacing them with individuals from the marijuana industry,
the nore general term in AS 17.38.080(b) of the bill provides
for up to two persons on the board "may be actively engaged in

the marijuana industry.” She opined that as the bill is
witten, there is an opportunity for the governor to space them
out over tinme depending upon who is available to fill the seats

from the marijuana industry once these two alcohol seats
expired.

1:56: 18 PM

REPRESENTATI VE KELLER referred to [Sec. 3, AS 17.38.083(b)],
page 4, lines 10-13, which read:

(b) Three nenbers of the board constitute a quorum for
the conduct of business. A mpjority of the whole
menbership of the board nust approve applications for
new |icenses, renewals, transfers, suspensions, and

revocations of exi sting | i censes, and pr oduct
approvals as provided in regulations adopted by the
boar d.

REPRESENTATI VE KELLER noted that there is no |anguage enabling
participation electronically for the quorum

MS. FRANKLI N responded that this is | anguage copied fromthe ABC
Board | anguage, and she does not have issues with this.

1: 56: 56 PM

REPRESENTATI VE  CLAMAN  surm sed t hat under t he current
regul ati ons adopted by the ABC Board, telephonic participation
is already all owed.

MS. FRANKLI N answered in the affirmati ve.

REPRESENTATI VE CLAMAN surmsed the |anguage would not be
necessary in the statute because it is already being done.

M5. FRANKLI N answered that she does not know if the statute is
silent on telephonic participation, but there is nothing in it
that would prohibit tel ephonic participation. She advi sed that
the ABC Board brings the nenbers to each neeting as part of the
cost borne by the agency, but there are rare occasions when an
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ABC Board nenber is unable to attend in person and there has
been tel ephonic participation by the board nenber.

1:58: 29 PM

REPRESENTATI VE KELLER referred to [Sec. 3, AS 17.38.081(c)],
page 3, lines 28-29, which read:

(c) A vacancy occurring in the nmenbership of the board
shall be filled within 30 days by appointnent of the
governor for the wunexpired portion of the vacated
term

REPRESENTATI VE KELLER noted that if this vacancy happened early
in the termthere should be |egislative approval.

1: 59: 16 PM

CHAIR LEDOUX said it was a good point although it seens the
| egi sl ature woul d have to cone back for a special session.

REPRESENTATI VE KELLER pointed out that especially in this
transition time it could beconme a significant factor.

2: 00: 04 PM

DALE FOX, President and CEO  Cabaret Hotel Restaurant &
Retailers Association (CHARR), said that Al aska CHARR supports
the proposed narijuana board and believes it is an inportant
board to deal with special industry issues that wll conme up
under nmarij uana. He believes it is inperative to have at |east
two nmenbers of the marijuana industry on the board as there wll
be different views from growers, retailers, testers, and other
menbers of the marijuana comunity. He opined that the board
will function best if at least two different views from that
industry are on the board to help inform the board of the
i mpacts of issues before them He pointed out that this bil

mrrors the |language for the ABC Board, and indicated that the
executive director works for and can be renoved by the board
which would be two boards. He said there nust be a way to
resolve the issue because it could happen that one board votes
to renove and the other board votes to retain. He stated there
should be sonme way the two boards can make a decision together

or have sone procedure for that issue. He pointed to an
anendnent added during the previous conmttee to have two
al cohol people on the board until the marijuana industry is set

up. He said it is better to have soneone that is know edgeabl e
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about a controlled industry, as the alcohol industry people
could teach legislators a |lot about wine, spirits, and beer but
they are |ess know edgeable about oils, butters, concentrates,
and cl ones. He opined that Alaska will be better served wth
two nenbers representing the marijuana industry who have studied
and |earned about the unique issues facing the marijuana
i ndustry. He pointed out that there are people who have
educated thenselves about the industry that could be excellent
representatives for the marijuana industry particularly in this
critical startup stage when things |like butters are di scussed.

2:04: 05 PM

BRUCE SCHULTE, Coalition for Responsible Cannabis Legislation,
said the coalition prefers a separate marijuana control board

He said it is best for the industry and also inplenentation of
the initiative. The first two years of the marijuana board w |l

be critical and he referred to the stipulation that the two
individuals from the marijuana industry would have the sane two
year ternms and thought staggered terns m ght be a good idea for
those two seats. He then referred to the requirenment on page 7

that the two representatives of the marijuana industry nust be
from the al cohol industry. He described that as problematic in
that there is currently a trenendous nmarijuana industry in
Al aska now and has been for decades, it is just not a |egal

i ndustry. In that manner, there are people out there that have
sufficient knowl edge of how to grow, process, and sell

mari j uana. He opined that if the second board has nenbers from
the al cohol industry the legislature has essentially created a
second al cohol control board. He remarked that there could be a
potential conflict of interest even though he envisioned the
al cohol and nmarijuana industry as being partners rather than
conpetitors. Nevert hel ess, soneone who has only worked in the
al cohol industry may not have the requisite or best perspective
to bring to the table. He remarked that they could bring sone
| egacy perspective to marijuana regulation, but they are not
conpatible wth the regulation of marijuana from their

experience in alcohol. He said it is entirely possible that
sonmeone with prior experience in the alcohol industry may have
experience with marijuana, but it is not a given. In that

event, the governor may be required to appoint sonmeone with |ess
experience and know edge when others are out there. He pointed
to Washington and stated they had problenms because they had
people witing regulations who did not understand marijuana and,
for exanple, issued permts for retail stores before 1issuing
permts for growers in which a market was created with no
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product to sell which was problematic for several nonths, he
of f er ed.

2:08:16 PM

MR. SCHULTE continued his testinmony and said that appointing
sonmeone with experience in alcohol rather than marijuana is |ike
appointing soneone to the Board of Gane based on prior
experience with oil and gas exploration. He stated that the
| anguage itself in the bill may be problematic as it reads "two
persons actively engaged in the marijuana industry, " raises
the question of whether there is an industry, are they actively
engaged, are they illegal players, and so forth. He suggested
that defining the two individuals as having denonstrated
knowl edge in the marijuana industry would get over the hurdle of
reaching out to soneone from a different industry. He opi ned
there are many people in the state with know edge, not just of
marijuana, but also other regulated industries and they would
bring to the table a prospective and willingness to work within
the regulatory framework to meke sure the marijuana industry
wor ks.

2:10:18 PM

REPRESENTATI VE CLAMAN surmised that the bill proposes there is a
separate Marijuana Control Board from the ABC Board but it is

still within the same division with the state with sone cross-
over staff. He asked whether M. Schulte supports that
appr oach.

MR. SCHULTE responded "I actually do,"” in that given the

constraints of the budget in setting up a separate board and
schedul e. He pointed out that the clock is already ticking on
the regulatory process and this appears to be the quickest way
to get a board enpowered, and put in place, thereby working on
t hat deadl i ne.

2:11:18 PM

DENNI S WADE, said he is in support of CSHB 123, and believes the
guestions previously discussed could be answered by putting in
sonmeone from the nedical marijuana community that has been
working in that system and making oils. Also, in the public-at-

|arge there wll be tw persons and one should be from the
medi cal nmarijuana conmunity as they could add insight. He re-
enphasi zed that when searching for soneone to fill the slots

there would be soneone highly qualified from the nedical
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marijuana conmmunity that s making substances beyond just
growi ng bud.

2:13:12 PM

CHAI R LEDOUX cl osed public testinony and advised it is not her
intention to nove the bill out of commttee today.

REPRESENTATI VE CLAMAN suggested a conm ttee anmendnent on page 7,
whi ch changes "shall" to "may" for purposes of the governor's
appoi nt nent s.

2:13: 50 PM

CHAI R LEDOUX related that the commttee is not taking amendnents
today as it is her intention to develop a commttee substitute
and incorporate a solution to problens that have been pointed
out .

[HB 123 was hel d over. ]

2:14:14 PM
ADJ OURNVENT

There being no further business before the conmttee, the House
Judi ciary Standing Conmittee nmeeting was adjourned at 2:14 p. m
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