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| MPLEMENTATI ON AND REGULATI ON  STATUS OF ALASKA MARI JUANA
LEGALI ZATI ON, BALLOT MEASURE 2, AND COWMERCI AL MARI JUANA
| NDUSTRY

- HEARD
PREVI QUS COW TTEE ACTI ON
No previous action to record
W TNESS REGQ STER

CYNTHI A FRANKLI N, Director

Al cohol i c Beverage Control Board and Marijuana Control Board
Anchor age, Al aska

PCOSI TI ON STATEMENT: Provided an update on the inplenentation of
the marijuana legalization initiative.

PETER MLYNARI K, Chair

Mari j uana Control Board

Sol dot na, Al aska

POSI TI ON STATEMENT: Testified on the Marijuana Control Board.

KEN ALPER, Director

Tax Divi sion

Departnent of Revenue

Juneau, Al aska

PCOSI TI ON STATEMENT: Expl ained tax collection on marijuana sal es.

BRANDON SPANCS, Deputy Director

Tax Divi sion

Depart ment of Revenue

Juneau, Al aska

PCSI TI ON STATEMENT: Descri bed Al aska's narijuana sal es tax.

PATRI CE WALSH, Chief of Exam nations

Di vi sion of Banking and Securities

Depart ment of Comrerce, Conmunity and Econom c Devel opnent

Anchor age, Al aska

PCSI TI ON STATEMENT: Answer ed questions regardi ng banking and the
marijuana industry.

JAHNA LI NDEMJUTH, Attorney Ceneral (AG

Depart ment of Law (DQL)

Juneau, Al aska

PCSI TI ON STATEMENT: Descri bed how Al aska | aw does not allow for
marij uana soci al cl ubs.
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JANA VEELTZI N, Owner/ Qper at or

JDW LLC

Anchor age, Al aska

POSI TI ON STATEMENT: Described |egal issues encountered by the
marijuana i ndustry.

BRUCE SCHULTE, Forner Chair

Mari j uana Control Board

Anchor age, Al aska

POSI TI ON STATEMENT: Provi ded updates and suggestions for the
marijuana regul atory process.

RHONDA MARCY

Wasi |l a, Al aska

POSI TI ON STATEMENT: Commented on the limts inposed by marijuana
regul ati ons and provi ded suggesti ons.

SAMANTHA LAUDERT- RODGERS

Chugi ak, Al aska

POSI TI ON STATEMENT: Testified that the marijuana regulatory
process is taking too |ong.

MARTI N CHRI STENSEN
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in favor of marijuana cl ubs.

MARCGE STONEKI NG Executive Director

Ameri can Lung Associ ation

Anchor age, Al aska

PCSI TI ON STATEMENT: Explained the health risks of second-hand
mari j uana snoke and vapor.

EUGENE CARL HABERVAN

Mat anuska- Susi tna Val | ey, Al aska

POSI TI ON STATEMENT: Criticized tinme limts for public testinony
and the absence of many commttee nenbers.

JOSHUA TOBI N

Anchor age, Al aska

POSI TI ON STATEMENT: Expressed frustration with the marijuana
regul atory process.

MAGE E MULDONADO (Last nanme was uncl ear)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of Pot Luck Events
marij uana cl ub
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DON HART

Wasi |l a, Al aska

PCSI TI ON STATEMENT: Testified on the constitutionality of zoning
by initiative with regard to marijuana | aws.

TI MOTHY HALE

Butte, Al aska

POSI TI ON  STATEMENT: Encouraged the legislature to address
marij uana cl ubs and spoke of testing drivers for marijuana.

JOHN RANDALL
Anchor age, Al aska
PCOSI TI ON STATEMENT: Testified in support of marijuana cl ubs.

HEATHER THOVAS

Anchor age, Al aska

PCSI TI ON STATEMENT: Expressed support for clubs that are not
al cohol - cent er ed.

UNI DENTI FI ED SPEAKER ( Nane gi ven but i ndeci pherabl e)
Chugi ak, Al aska
PCSI TI ON STATEMENT: Testified in support of nedical marijuana.

PETER (I ndeci pherabl e | ast nane)
Anchor age, Al aska
PCSI TI ON STATEMENT: Testified in support of marijuana cl ubs.

LEE HAYWOOD, Oaner

Pot Luck Events

Anchor age, Al aska

PCSI TI ON STATEMENT: Described Pot Luck Events marijuana cl ub.

ACTI ON NARRATI VE

1: 03: 33 PM

CHAI R GABRI ELLE LEDOUX called the joint neeting of the House and
Senate Judiciary Standing Conmittees to order at 1:03 p.m
Present at the call to order were Senator Costello and Chair
McGQuire and Representatives Lynn, MIllett, and Chair LeDoux.
Online were Senator M cciche and Representatives Kreiss-Tonkins
and Drummond.

| npl enent ati on and Regul ati on Status of Al aska Marijuana
Legal i zation, Ball ot Measure 2, and Comrercial Marijuana

| ndustry
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CHAI R LEDOUX announced that the only order of business would be
an update on the status of the inplenentation of the marijuana
ballot initiative. She announced the first two w tnesses.

1:05: 34 PM

CYNTHI A FRANKLIN, Director, Alcoholic Beverage Control Board
(ABC) and Marijuana Control Board (MCB), Anchorage, Al aska, was
asked by Chair LeDoux for an update of the Marijuana Control
Boar d.

M5. FRANKLIN said she will begin with regulation projects from
2015. The Marijuana Control Board had its first neeting on July
2, 2015, and it net a total of 17 tinmes before the end of 2015.
On Novenber 20, the board adopted nine articles of regulation
that mtched those anticipated by the ballot neasure. On
February 24, 2016, the new y-naned Al cohol and Marijuana Contro
Ofice (AMCO began accepting electronic applications for all
marijuana |license types. At its February 2016 board neeting, the
marijuana control board approved a roll out that called for the
AMCO staff to process cultivation and testing licenses first
The board decided to |ook at product manufacturing and retail
store applications beginning at its Septenber neeting. This was
to give licensed cultivation facilities the chance to grow
|l egal, tested, and tracked marijuana before stores or product
manufacturing facilities were licensed. It is a requirenent that
all marijuana in those facilities come out of the tracking
system from licensed facilities, she explained. The board began
approving cultivation and testing facility applications at its
June 9-10 neeting. It approved 28 licenses and net again July 7-
8 and | ooked at 30 nore applications. Mst were approved and "a
coupl e" were tabled. The board net Septenber 7-8 and approved 16
nore cultivation licenses, four manufacturing facility licenses,
and 12 retail store licenses, but nenbers will neet this Mnday
to look at four nore applications that were on their agenda. She
said the board has approved two testing facility |icenses, many
cultivation licenses, four product manufacturing licenses, and
12 retail stores—with four nore expected on Mnday, for a tota
of 81 licenses approved by the board, so far. She noted that no
applications have been denied, but the board tabl ed applications
from Kodi ak and the Mat-Su Borough when those |ocal governnents
opted out or inposed a noratorium

1: 08: 41 PM

M5. FRANKLIN added that those applications were tabled until
after votes in those jurisdictions. She referred to a chart
provided to the commttee, and said the nunmbers change daily in
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the el ectroni c database, but there are 42 new applications where
people have just started filling out fornms but have not
submtted them There are 203 applications that are in an
initiated status, which represent applicants who have not paid
to have their paperwork reviewed, but who mght already be
advertising and providing |local governments with notification.
There are 18 applications under review, which neans that AMCO
has accepted paynent and is nmaking sure that the application is
in order. There are 11 that are inconplete, where the team has
requested corrections by the applicant. There are 41 that are
deened conplete, which will be on the agenda for the neeting on
Cct ober 27-28. There are 18 applications that are del egated by
t he board, which means the board has voted to approve them but
they are waiting other approvals from |ocal governnents, the
Depart ment of Environment Conservation (DEC), or the state fire
marshal. Two applications were tabled. There are 25 active
applications, whereby they are approved and AMCO has received
all of the final approvals. They are now allowed to get into the
tracking system and get ready for their prelimnary inspection

She said she checked with the enforcenent team and she believes
that 14 have been inspected and are operating. There were 63
voi ded applications, nine rescinded, and none that were
transferred, denied, or expired. There are a total of 432
applications in the system The board has approved nmnultiple
marijuana handler permt education courses, and the enforcenent

staff has issued 271 handler permts. The board will neet in
Cctober to approve nore licenses, and "we already have 41 in
that bin for them" The board will also neet in Decenber and

next February. She said she is trying to get the schedule
simlar to the Al cohol Beverage Control Board schedule, which
nmeets five tinmes a year

1:11: 48 PM

M5. FRANKLIN said there will be a testing facility operating
three to six weeks from now The board hired a contractor to
| ook at the scientific part of the facility, because no one at

AMCO is qualified to assess the testing process. It is a
scientific accrediting facility called A2LA. She expl ai ned that
sonmeone from A2LA was flown in and will cone back in Cctober to

assess other approved labs. The biggest challenge has been
i nadequate staff. The shortage is nbst apparent in answering
questions from the public, applicants, and |ocal governnents. A
series of emmil boxes have been created to make it easier to
manage the questions, but it is still a challenge.

CHAIR LEDOUX asked if the staff are the sane as the staff
wor ki ng on al cohol .
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1:13: 24 PM
M5. FRANKLIN said staff are the same, and they are the sane as
prior to the ballot nmeasure, but two licensing exam ners have

been added. She said AMCO attenpted to have all examners
wor ki ng on both substances so that there would not be a big |ine
for marijuana and a short line for alcohol. It hasn't turned out

that way, she said, because there are many alcohol inquiries.
The 10-day statutory deadline for processing alcohol is very
strict, and al cohol permits seemto have gone up exponentially.

CHAI R LEDOQUX said one of her concerns is the letters witten to
prospective licensees. She read the letter that goes to al coho

inquiries, and noted that it said, "Qur staff is eager to assist
you" and "feel free to call our office with questions or
concerns,” and "we are here to assist you in your business
venture." The letter sounds really user friendly, but the new
letter for the marijuana applicants sounds |ike you don't want
them dropping in. It says if a person has nultiple questions, he
or she will be required to schedule an appointnent. "It's a rea

different tone" for the marijuana applicants. "Is there a
reason—a rationale—for that different tone?"

1:16: 38 PM

M5. FRANKLIN said the alcohol instructions were witten before
the marijuana initiative passed. She was aware that AMCO woul d
get a lot of questions, so she looked to other states for
gui dance on how to deal with an avalanche of inquiries. The
marijuana instructions were witten after the ballot neasure,
and the al cohol instructions represents "the way the office used
to be—before we got both substances.” She said the office has
not had a chance to update the al cohol instructions, but those
applicants have told her that the office has becone much nore
stressed and a lot less friendly. It is sinply a mtter of
[i nadequate staffing]. Her predecessor estinmated that the office
would need twice the staff if the ballot measure passed, and
that was not done, so there are a limted nunber of people. She
noted that |iquor |icense applicants have to nake appointnents
now. Not all appointnent slots are full, so AMCO is not turning
peopl e away for appointnments. Wien marijuana applicants cone in
for appointnents, they have generally expressed that they are
pl easantly surprised that "we're pretty nice," but the job can't
get done with the current nunber of staff. She said she brought
a chart showng the increase in staff in other states, but AMCO
did not get anywhere near as many. Basically, Alaska is in a
fiscal crisis, and she recognizes that AMCO needs the I|icensing
receipts to fund new staff. "That was the approach that we
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agreed to take. What Alaska is feeling now is the ram fications

of that approach,” she explained. The enforcenment team has
enough people to inspect but not to do nmuch else, so AMCO has
been unable to run any proactive enforcenment progranms, |ike

underage buyi ng, because of the loss of the grant to fund that
effort and because the staff is very busy checking in on all the
| i censees—which is a good thing, but other states are doing nore
enforcenment for both al cohol and marijuana.

1:19: 25 PM

M5. FRANKLIN said she was asked if crimnal background checks
are required, and they are for both applications except for
handl er permts, special event permts, or other permts that
non-1licensees apply for on the alcohol side. The ABC board is
required by statute to review applicants wth a felony
conviction within the past 10 years, but there is no prohibition
on issuing a license. Those applicants are evaluated on a case-
by-case basis in executive session. Conplications of marijuana
applications and enforcing the rules |ike residency, operating
pl ans, and netric, require a different process. Alcohol is stil
a paper-based application process, and the marijuana process is
all electronic, which denonstrates that applicants have the
nmeans to enter the metric tracking system

M5. FRANKLIN said the board began issuing |licenses based on a
certification filed by each applicant stating that he or she
does not have a disqualifying crimnal history. Fingerprint
cards and fees are being collected and wll be sent to DPS on
the day that SB 165 becones effective, which is Cctober 4, 2016.
She said she has been ordered by the board to summarily suspend

any license in which the owner has a disqualifying crimnal
hi story, even though the owner certified that he or she did not.
She expects there will be between 200 and 250 fingerprint cards

to submt to DPS. Many of the licenses are owned by entities
with multiple individuals, and the |egislature voted that anyone
with a disqualifying crimnal history, no matter their ownership
stake, would be disqualified. She said AMCO has been worKking
with DPS, which forwarded SB 165 to the FBI, and it was approved
this week. So there will be no delay on the back end once the
act beconmes effective; DPS will imrediately begin accepting the
fingerprint cards and running them through the sane crimnal
background check that is used for liquor |icense applicants.

1: 22: 45 PM

CHAIR LEDOUX noted that Senator Wel echowski has been online
since the beginning of the neeting, and Representative Saddl er
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is in the audience. She then asked if there was nuch delay in
I i censi ng because of the background check | egi sl ation.

1:23:21 PM

M5. FRANKLIN said the board did not delay in taking up the
issue. The applications began being filed in the initiated
status on February 24, 2016, which requires a three-week
advertising period before <comng forward wth the other
docunentation. In terns of getting the applications ready, AMCO
set aside the background check issue and powered on through
getting those applications ready for the board, and 30
applications were brought to the board for its June neeting.
There was no May neeting, and she believes there was one
applicant for the April neeting. The delay was not due to the
background checks but was due to the desire to get the board as
many applications as possible in its first neeting and getting
the handl er course prograns up and running so that everyone who
was at that stage of approval could take handl er courses.

1:24:45 PM
CHAI R LEDOUX asked if the board is where it is supposed to be in
i ssuing |licenses.

M5. FRANKLIN said, yes, and added that anytinme an electronic
system starts wup, there wll be glitches. Admnistrative
services and the |IT team in the Departnent of Conmerce,
Community, and Econom c Developnment (DCCED) have prioritized
AMCO s needs over other divisions' needs because of the
deadlines in the ballot measure. The I|IT team has done a
fantastic job providing an electronic system but as AMCO staff
worked with it, they "identified these statuses, so that |ong
list of statuses that you have are places where we identified a
pl ace where an application mght rest. W wanted to have a
status, because we have attenpted to have as conpletely a
transparent process as we can." She said there is a lot of
transparency, including a spreadsheet on the website showi ng the
change in application status, which is updated weekly. There is
anot her spreadsheet on the website keeping track of |[ocal
governnments that have opted out or passed marijuana ordi nances.
There is a |licensing nmilbox for anyone involved in the
application process, and there is a mailbox for general coments
and questions. She noted that the board is continuing to refine
the regulations. There are also six regulation projects on the
ABC side, “so we’'ve been busy.” She expressed her belief in
keepi ng ever yt hi ng t ranspar ent and not ed an ext ensi ve
frequent| y-asked- questi ons database on AMCO s website, which is
updated every nonth to six weeks. The website is continually
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refined to keep current and to get all of the board agendas and
packets online. Al the docunents that the board has reviewed
are on the website, and the goal is to keep the process
transparent and understandable. The regulations went out twce
for public coment before they were finalized, and there were
two full days of public hearings in GCctober 2015. "W're
commtted to hearing what people have to say."

1:28: 04 PM
CHAI R LEDOUX asked M. Mynarik if he had anything to add.

PETER M.YNARI K, Chair, Marijuana Control Board (MCB), Sol dotna,
Al aska, reiterated that the staff has been busy. The board gets
the application packets in one lunp, usually three to four days

before a neeting. Each license application can be 50 to 100
pages, so the board would like to get them sooner to have nore
time to go through them all. But the staff has been busy, and

nost of the applications received by the board do not have
errors, so the staff is doing a good job. The regul ation project
was tinme consum ng—aking regulations from scratch—-although
there are tenplates from other states, but the board had to fit
them to Al aska. Considering [the shortage of] staff and the
newness of the regulations, the process, as a whole, has gone
fairly snoothly. The only denials were for marijuana handler
permt courses, and those were because of a lack of substantia
information. Those are inportant as they teach people how to
handl e marijuana, but there have been quite a few handler
permts provided, he said.

CHAI R LEDOUX asked about the course.

MR. MYNARI K said that the courses can be online or taught in
cl asses.

1:30:49 PM
M5. FRANKLI N said regulations specify what nust be taught in a
marijuana handler permt course, including information about

marijuana, how to deal wth persons inpaired, and the rules
about restricted access. Anyone can go in a liquor store in
Al aska, but the sales can only occur for customers 21 and over.
For marijuana, children cannot enter the store. Also, unlike a
i quor store where soneone mght be able to slip a bottle under
their sleeve and walk out with it, marijuana custoners wll have
to fill an order and purchase the product before handling the
marijuana. The controls are to assure the federal governnent
that Al aska has met the stipulations in the Cole nmeno.
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1:32: 24 PM

SENATOR M CCICHE said AMCO is underfunded and overworked. He
congratulated M. Mynarik and the board, saying they have
processed an incredible workload in a relatively short tine. He
said he supports having this status neeting today, "but we knew
this was not going to happen overnight,” and he hoped to take a
nmonment to appreciate the hard work of the board.

CHAI R LEDQUX agreed and noted that Representative Quttenberg is
now onl i ne.

1: 34: 05 PM

CHAIR MCGUI RE agreed and conplinented the director and the
board, noting that they had fewer resources than the alcohol

program has had and perhaps with nore conplexities. "Inmagine
comng in after prohibition and being the first people on line
to begin that process of legally regulating alcohol again-how
overwhel m ng that would be." She asked if AMCO has created an
overall inplenentation plan for where things should be, so
everyone can understand where things are now and where the gaps
are, particularly regarding the roles of the |egislature, board,

and DCCED. It wll help guide all the parties to know "where we
need law clarifications, where we need process inprovenent,

where we need staff inprovenent—ust an overall inplenmentation
plan." She expressed her concern of patch-working, like the
i ssue of the social clubs, which is a radical departure from how
Al aska treats alcohol. The goal was to treat marijuana |ike
al cohol, but is seens like the state wll end up with retail

establishnments setting aside a social |ounge, and that is very
different. She expressed that in each case AMCO is forced to be
reactionary and needing to interpret the Cole neno and
legislative intent, so it mght be helpful to have an
i npl ementati on plan everybody can | ook at.

1:36:47 PM

M5. FRANKLIN said there is an inplenmentation plan, but it is not
called that on the website, "so that is a great idea." The plan
is guided by the ballot neasure as anended by |egislation. But
the idea behind the timng of the ballot neasure and all of the
deadlines it contains was to get a marijuana industry up and
operating within tw years. At this time, AMCO has all four
types of licenses approved by the board. She expects the first
testing facility to begin operations in a matter of weeks, and
there will be a very rapid roll out of the other |icense types
once the testing facilities are operating. By February 2017, she
believes there will be stores operating and manufacturers making
products, which have been individually approved by the board,
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which is a trenendous anount of work, and there will be testing
facilities and a lot of cultivation facilities growing a |ot of
legal marijuana in Alaska. In terns of the social clubs, it is
something that cane up from other states and was not unexpect ed.
She said other states also had issues with unregul ated marijuana
busi nesses, such as delivery conpanies and retail stores that do
not have |icenses.

M5. FRANKLIN said that it is difficult for the public to tell if
an establishnment is licensed and regulated. Many of the illega

establishments are posing as legal. The ballot neasure passed in
Novenber 2014, so people feel that there should be stores open
by now. She said her staff is responding to the public by
stating that "we're very close; we're getting there; we're
marching along toward that." The nost hel pful statute that is
m ssing woul d address selling marijuana without a license. In SB
30, regarding msconduct involving marijuana, "we have our team
working on a place in Anchorage right now that is selling |iquor
without a license, and that's a very specific offense that we
feel is much nore likely to be taken seriously when it cones to
the prosecution decisions than sinply defaulting to the
Controlled Substances Act on relying on whatever anount of
marijuana is found in such a place." She said it nmkes it very
difficult for the enforcenent team to address illegal,

unregul ated establishnments, but this is sonmething that has
happened in Col orado and Washi ngton. Wshington outlawed cl ubs
and Col orado has not, so there are nodels for both strategies.

Col orado struggles with a | ot of gray-area businesses, and a |ot
of it has to do with the overlay of its nmedical marijuana market
on the recreational market.

1:40:19 PM
M5. FRANKLIN said she feels lucky that there is just one set of
rules, and she believes this industry will stand up and denand

that unlicensed, unregul ated conpetitors be shut down.

MR. M.YNARI K added that the goal of the board is that if there
is marijuana, it will be legal and will not cone from people who
do not have a license. "I think we're running into, possibly,
the risk of wunlicensed people selling marijuana." People are
enbol dened in sonme fashion, and that needs to be addressed
t hrough enforcenent and prosecution. Although it is legal, it is
not legal to sell wthout a license. "I think that we are
starting to see sone of that stuff pop up even with people with
signs that aren't licensed.” It will need to be addressed if the
commercial marijuana industry is to be successful, he said.
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1:41:58 PM

REPRESENTATI VE M LLETT asked about social clubs in Wshington
and Col orado and the pros and cons of each strategy. She noted
the attorney general opinion (2016 Op. Alaska Att'y Gen. Aug.
31) stating that social clubs are not |egal.

M5. FRANKLIN said the pros of marijuana social clubs are common
sense. If marijuana is legal, it is an issue if there is nowhere
to consune it. She said that was identified early on, and the
board is attenpting to address it by creating sone form of
consunption area in a licensed, regulated establishnment. "In the
neantime, life goes on, and so the social clubs open, and they
claimthat they' re exenpt from the prohibition on consunption in
public, because they're not a public place.” She said that is
what the AG opinion touches on, and she will I|et her address
that. From a licensing and regulatory perspective, marijuana
social clubs provide a continued nmarket for black market
dealers. "If you go to any of the social club websites, they're
not only inviting people to bring their own marijuana in,
they're promsing to provide it if you pay the fee to becone a
menber." She noted they have "strains of the week," products to
try, and none are produced by licensed, regulated cultivators or
manufacturers. |If a person was a grower and had a nice little
cabal of customers, and those custoners decided to buy |egal and
tested marijuana from a store, that person could go into one of
the social clubs and find nore custoners. That is why bottle
clubs are prohibited on the alcohol side, she explained. The
al cohol industry recognizes the conpetition from unlicensed,
unregul ated places that invite people in to drink.

REPRESENTATIVE M LLETT noted that Alaska allows for personal
use, which is not regulated or licensed, "so when you bal ance
the fact that folks can grow their own narijuana at hone and
consune it, that's an opportunity for social activity, and we
haven't outlawed homegrown beer, and those things are consuned

and done." She wants to find a balance, because people are
allowed to grow their own marijuana or mnake alcohol, so the
social club aspect, for her, doesn't nmean that the marijuana has
to be regulated, "I nean you could bring your hone strain or
whatever and then share it there. So your thought process is
just that it's wuntested, it's not Ilicensed, and it's an

opportunity to undercut a licensed facility?"

M5. FRANKLI N said hone growers can have their marijuana tested.
The testing regulations were witten in a way to permt that in
recognition that there are sone people in Alaska that are very
talented at a small hone grow and might be interested in the THC
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content and terpene profiles. In terms of getting together in
public to share that, there really is no equivalent on the
al cohol side. People are not permtted to bring honebrew-Al aska
has introduction and renoval rules that came about when
prohibition ended with the idea that if there wll be a
controlled al cohol i ndustry, al | public outlets nust be
controlled. That is where the idea comes from and introducing
one’s own strain to a public area where people can pay to cone
and consune it is not a regulatory nodel that has been adopt ed.

1:47: 09 PM

REPRESENTATIVE M LLETT surmised that a social club would be
considered a public place, and that is the basis for the AG
opi ni on.

CHAIR LEDOUX noted that restaurants can allow people to bring
al cohol .

M5. FRANKLIN answered that only wine is allowed, which is an
exception to the introduction statutes. There are a |lot of
places in Title IV where pressure over the years has | oosened it
up, and it now allows bringing one's own bottle of wne. She
t akes gui dance from AS 04.16.090, the bottle club prohibition,

which refers to the exact business nodel that she has seen in
the social clubs: charging nenberships to conme in and consune.

The legislature has the ability to allow bottle clubs or socia

clubs. This is a fledgling industry, and there should be nmaxi mum
protections to ensure its success; otherw se, the black markets
will flourish and people who have nmde significant investnents
m ght fl ounder.

1:49: 08 PM

CHAI R LEDOUX asked if that is comng from Ms. Franklin or from
the industry. She said she assunes that one reason there are no
bottle clubs is that CHARR [Cabaret, Hotel, Restaurant, and

Retailers Associ ation], bar owner s, and ot her retai

establishments do not want them "It wasn't because governnment
said, at the beginning, there is sonething inherently wong with
it." She asked if the push to not have social clubs is comng

from the marijuana industry or if M. Franklin or M. Mynarik
j ust decided on their own.

M5. FRANKLIN said the industry does not yet speak with one
voi ce. The marijuana industry would be licensed establishnents,
and the board has only |ooked at 81 of those so far. "I don’t
presune to speak on behalf of the marijuana industry,” but she
has had nultiple applicants express displeasure wth social
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clubs and others support them because narijuana is becom ng
nore accepted, which is a desire for alnbst everyone in the new
industry that we be able to tal k about marijuana and work on it
as a legal and regul ated substance. "I think its evolving."

1:51:18 PM

CHAIR LEDOUX said she was concerned about the definition of
"public location" because a social club would be a crine. Should
the definition of public be defined by a regulation or by the
| egislature? "It seenmed as if everything was because it's
illegal and thus a crine because it's in the regulations, but
normally crines are determned by the |egislative body, not by
the regulators.” She noted that Senator Coghill arrived about 45
m nut es ago.

REPRESENTATI VE M LLETT asked if M. Franklin tried to work with
the social clubs to put regulations in place so that they could
operate. "Have you been willing to work with the social clubs
and have dialogue with them ...so that there could be maybe sone
regul ations that would allow operations of those, absent the
attorney general's opinion, obviously?"

M5. FRANKLIN said that in June of 2015, she sent letters to six
establishments that appeared to have gotten started early, and
that is all. She has not taken any enforcenment action. The board
did not <create any crimes through regulations—that is the
| egislature's role. It is the ballot neasure itself that nmade
public consunption illegal, and it is only a $100 fine. In part,
soci al clubs have thrived because there are no crines that would
shut them down. It would be a matter of witing tickets to their
cust oners, which is an unconfortable position for | aw
enforcenent officers, or it would be trying to charge the owner
of the establishment wth possession of whatever anount of
marijuana was there when law enforcenment goes in. If it was
| egalized, there would be |anguage, but there is a gap. O her
than the definition of "public" that came from an established
statute, there is really nothing in the ballot neasure or the
| egislation that speaks to the legality of these places. The
owner of one social club has cone to all of the neetings, "and

we're cordial, but as an attorney, looking at the ballot
measure, | can't see how the people voted for those, and so it
really is a dead spot.” She surmsed that that is why the

commi ssi oner asked the attorney general for an opinion.

1:55:24 PM
CHAI R LEDOUX handed the gavel to Chair McQuire.
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CHAI R MCGUI RE announced the upcom ng wtnesses. She noted the
| ast discussion points to the conplexity of the issue. There are
phi | osophi cal values bunping against each other. Al askans are
somewhat libertarian, and, since the Ravin decision [Ravin v.
State, 537 P.2d 494 (Al aska 1975)], the state has a right of
privacy that allows individuals to grow and consune their own

marijuana. The initiative provides liberty through regulation.
Wth the legalization, you will not have "to skulk around in
dark allies and have to buy a substance to consunme illegally."

She said sonme consunmers have nultiple sclerosis and other
t hings, but at what point does the regulation quash the liberty?
She said she understands that there should be penalties for the
bl ack market, but there is the irony of creating nore crimnal
penalties to haunt individual Al askans. It cones to that core
| evel of our philosophical values bunping against each other.
She appreciated that M. Franklin said perhaps Al aska wll get
to the place where we resolve this and we have a nice set of
rules ahead of wus in this industry. Regarding Title IV and
al cohol, she was involved in the brew issue, “and | can tell you

it was a war like |I've never seen.” The idea that everyone in
this industry wll ever cone together is hopeful but not
realistic. There will be work year after year, because there are
al ways winners and |osers. She noted that the honebrew people
wanted to sell growers and increase their limts, and the

est abl i shed deal ers did not want the conpetition.

1:59: 36 PM
KEN ALPER, Director, Tax Division, Departnent of Revenue (DOR),
Juneau, Alaska, initially discussed taxation on narijuana. He

said there are conpleted regulations that establish a two-tier
system The initiative referenced [a tax of] $50 per ounce, wth
sone flexibility for the different parts of the plant. The
division created the second tier of $15 per ounce for the non-
flowering part of the plant, which has a |ower concentration of
the active ingredients and warrants a |lower tax rate. H's
expectation is that those parts would be used by the
concentrates industry to make liquids. The division is aware of
t he banking issues, and he said, "W can't fix it for them but
we could do our best to enable them to pay their taxes." He
stated that the state is building a facility by a parking garage

[in Anchorage] where all taxpayers, not just the nmarijuana
i ndustry, can nake cash deposits. Individuals who are not in
Anchorage will be able to nmamil their taxes in cash to a secure

post office box at the Anchorage airport.

2:02: 26 PM
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CHAI R LEDOUX asked if there is nmuch interest in paying taxes in
cash other than fromthe marijuana industry.

MR. ALPER said it is expected to be used for the marijuana
i ndustry, but "we're taking pains to ensure that it's not
exclusively for that purpose,” so a bank wll see it as tax
noney and not marijuana noney.

CHAI R LEDOUX asked about problens with other states depositing
tax nmoney from the marijuana industry. “If | were a bank, |
woul d be afraid to take it,” she said.

MR. ALPER said it is awkward. He does not want to say the state
is laundering marijuana noney, but once the state takes it to
the bank, it is just tax noney.

BRANDON SPANCS, Deputy Director, Tax Division, Departnent of
Revenue, Juneau, Al aska, added that other states have not had an
issue with banks taking the noney. Banks in Al aska have said
they are wlling to take the noney once it is "revenue";
however, there is sone concern if it is viewed as exclusively
marijuana tax. Oregon will no longer take credit cards on its
website, and Oegon's tax revenue was closed down for credit
card processing, because the website specifically said a credit
card could be used to pay nmarijuana taxes. There is also a
transportation carrier who wanted no part of transporting the

cash, he explained. The banks have not said they will not take
revenue, but "to ensure that we're on the up-and-up, we're going
to take cash fromall tax types."” It is seldom but sone of the

al cohol and tobacco taxpayers have paid small anmounts in cash,
he sai d.

2:06: 25 PM
CHAIR MCGQUI RE summarized that there wll be a nechanism for
accepting cash, and local banks will take it because it is not

specific revenue fromthe marijuana industry.

SENATOR COGHI LL asked if the tax division will do spot checks or
annual true-ups for accountability. There is an electronic
reporting mechanismon the nmarijuana sold or transferred through
a marijuana retail outfit, so does the reporting cone from the
retail outlet?

2:08: 09 PM

MR. SPANOCS said the reporting is through the tax revenue
managenent system Revenue Online is an outward-facing website
that taxpayers can 1log into and report taxes. Marijuana
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taxpayers are the cultivators, so when they make a sale to a
processor or retailer, they nust report the total ounces of
flowers and other parts of the plant sold. It is a sinple form
and the total tax due is calculated. For spot-checking, the
division will do the sanme thing it does for other taxpayers,
which is exam ne and audit those returns. The exam nation wll
rely on that seed-to-sale software that AMCO will be using. All
of the sales are tracked in the software, and both AMCO and the
tax division wll have investigators to verify the plants and
the shipments. An investigator can show up, |look at a shipnment,
weigh it, and verify it, he expl ai ned.

SENATOR COGHILL said if it is going froma non-legal industry to
a legal industry, there will be a tenptation to not pay taxes,
so it is inmportant to nmake sure that those who are doing it
right are not troubled any nore than need be, so they are
rewarded for doing things correctly. He suggested protection for

the sellers and accountability. "I don't know that |I'm totally
satisfied with the answer yet, but I'll listen along the way."
2:10: 22 PM

MR. ALPER referenced the division's support for squeezing out
the illegal industry and its goal of doing everything to nake
sure the Alaska marijuana industry is focused on the |egal and
i censed taxpayer. A bill l|ast session, HB 337, would have given

DOR the power to have tax penalties in addition to crimnal
penalties for retailers that did not have a l|egal grow, which
could be an extra deterrent. It will be a continuing problem
and one that should be fixed as quickly as possible.

2:12:00 PM

PATRI CE WALSH, Chief of Exam nations, D vision of Banking and
Securities, Departnment of Commerce, Comunity and Economc
Devel opmrent (DCCED), Anchorage, Alaska, said the director is

traveling and could not call in. She explained that banking
institutions are regulated by federal and state |aws, and
marijuana is still illegal under federal |aw, therefore, banks

that deal with the marijuana industry violate federal law The
U S. Departnment of Justice gave guidance in August 2013 for
marijuana enforcenment, and it issued the Cole nmenorandum in
February 2014, which states that it wll enforce federal
marijuana |aws regardless of state |laws. Federal regulators of
banks include the Ofice of the Conptroller of the Currency
(OCCC) and the Federal Deposit Insurance Corporation (FDIC). The
FDIC had a neeting in April 2014, and stated it would support
banks that elected to offer services to marijuana-related
busi nesses. The transactions would involve funds derived from
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activity that violates federal |aw. Therefore, a bank would be
required to file a suspicious activity report (SAR) with the
Financial Crimes Enforcenent Network (FinCEN). FinCEN issued
guidance in 2014 describing three levels of SARs that are
related to the marijuana industry.

M5. WALSH said she was asked about challenges that Al aska
banki ng institutions encounter regarding marijuana. The D vision
of Banking and Securities is not aware of any bank or credit
union in Alaska that is willing to bank marijuana businesses at
this time, as it can put the financial institutions, including
staff and directors, at risk of federal prosecution. Banks and
credit unions are conprised of boards that instruct managenent
on who to do business with, and they get to choose who they do
business wth, so the threat of action against them has
di ssuaded them from providing services to nmarijuana-related
busi nesses in Alaska. Credit unions have the sane chall enges as
banks, and their federal regulator is the National Credit Union
Associ ation. She said she was asked what steps are needed to set
up a comunity bank for the marijuana industry simlar to one in
Washi ngton. All banks are subject to federal |aw, whether they
are national or state-chartered. Additionally, all are required
to get federal insurance, and that requires adherence to federal
law. If the State of Al aska were to open a bank, it would have
to apply for a charter through a federal regulator, and she said
she imagines that it would require |legislation and fundi ng—there
has to be different amounts of capital to open a bank. The
division is not famliar with the banks in Wshington and how
they offer services to marijuana-based busi nesses.

2:17:56 PM

M5. WALSH said it is each board's choice to provide services to
mari j uana busi nesses, and there would be "very huge" additiona
costs. It is expensive to handle cash, she said, and it would
require the additional SARs reporting. She said the division has
reached out to sonme banks and credit unions to try and bridge
this gap. In Novenber 2015, the division hosted a webinar with
FinCEN, and it included a lot of financial officers from Al aska
trying to understand the risks. The division also had a sem nar
with Director Franklin's group for financial officers to explain
the state's due diligence in issuing licenses to nmarijuana-
rel ated businesses and the enforcenent and regulations for the
i ndustry.

2:19: 57 PM

CHAIR MCGUI RE asked what role the division should have. She
noted the Cole nmeno, the followup nmeno from the Departnent of
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Treasury, and the FDIC board hearing on April 9, and said there
is no outright prohibition for a bank to lend to marijuana
busi nesses that have been legally licensed. The Cole neno and
others are attenpting to get down to the nuances of finding a
way for banks to beconme nore confortable about this. She said it
seens that the issues for banks are uncertainty, admnistrative
burdens, and collateral issues with |ending where there is rea
property—er even chattel that could be subject to seizure. But
it all hinges on the idea that was in the Cole nenp saying that
states that have legalized marijuana have an obligation to set
up regulations to provide security, authority, and a clear path
for banks and lending institutions to secure legal lending. It
is interesting, she stated, that that is the mssing elenent. If
Al aska under the |eadership of Ms. WAlsh and the director were
to propose regul ations that would conport with the Cole neno and
were approved by the DOJ at the federal |evel, banks could then
rely on that and enter into these transactions. She said her
point is if the idea is to elimnate the black narket—the
illegal weapons trade, the cash, the human trafficking, et
cetera—then legalizing it is exactly the right way to do that.
If it is legal, why would the state want people running around
paying their taxes with cash in paper bags or from bags hiding
under their mattresses? It seens to be a contradiction. It seens
that the answer is regulations fromMs. Wlsh's office.

2:23:42 PM

M5. WALSH said she has not been speaking her opinion; Congress
has not changed the law. There is guidance, but guidance is
gui dance. There is still a federal law with violations, so that
is where the issue is. Banks have been given this guidance, but
when it conmes down to being prosecuted, there is no protection
from the guidance, so the banks nake decisions to be sound for
all of their accountholders. Institutions are not willing to do
sonmething that could throw a prosecution at them w th huge fines
that could undermne them The work needs to be done at the
congressional level, since there are so many states passing |aws
[to legalize marijuana]. "I think that's the next step.”

CHAIR MCQUIRE said an analogy is waiting for the federal
government to build an icebreaker, and Al aska can only wait so
long. "I am asking a very different direct question, which is:
Do you believe that your departnent in banking and securities in
the State of Alaska has a role, never mnd the opinion that has
been expressed by sone banks that they would prefer to have
federal clarity—+ think everyone would prefer that—but we also
know that getting federal clarity and action is very difficult,
so we understand that, but ny question is: Do you believe that
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if you were to pronulgate regulations conporting with the Cole
menmo—and the Cole nmeno cries out for it—that would set up a
regul ated, legalized pathway for banks to allow marijuana
custoners to conme into their system do you think that they
woul d be nore likely to | end?"

2:27: 03 PM

M5. WALSH said, "It could offer an assurance to the financial
institutions; however, we're not the only regulator. They have a
federal regulator, and unless they have a state charter, we
don't have any jurisdiction over them" She added that there is
one credit union in Alaska that is a state charter, and it would
not apply to the rest of the credit unions. There are four state
banks that are chartered, and the others are not and would not
be affected. It mght help, but there is still the conponent of
the federal regulator, and if they could get assurance from that
piece of it, they mght be able to feel nore confortable.

CHAIR MCCGUI RE said, "CGodspeed in your work. | encourage you to
keep being proactive on it." She added that there is roomin the
Cole nmeno to think about the state "as we have in the initiative
and in inplenentation of the licensing itself."” Ten years ago
sormeone could have said that the initiative could not have been
witten and the |legislature could not have acted. "Sonmeone said
that, | know, but here we are.” She said it is an opportunity
for Alaska to be at the forefront of the conversation to see if
it could get sonme agreenent, even if it is just through a
menor anda of under st andi ng.

2:28:45 PM

CHAIR LEDOUX said she does not want to throw cold water over
some forward thinking, but if she were a bank or a credit union
she would not touch this with a ten-foot pole. The penalties for
being wong are onerous, and she did not realize, at first, the
requi renents that banks have. A grocer who knows that every
dollar comng into the store is from drug noney has no
obligation to report it to the federal governnent, but a bank is
not just set up to protect people’'s noney, its role is as an
unpaid helper for l|aw enforcenent. "I don't know how that
happened, but it did, and so we're stuck with it." She said
Washi ngton found a way around that, so, sonehow, the benefit of
being the banker for the marijuana industry has outweighed the
risk. She asked Ms. Walsh to find out what they did so Al aska
does not need to reinvent the wheel. Senator McCGuire is right.
This law tries to legalize things—+o bring things in from the
shadow—and then there is a federal rule requiring everything to
be in cash, so the state will probably not get all of its taxes,
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because that's the way it works in cash economes. California
must have sonething for its active nedical marijuana industry,
she surm sed. The problem applies to the nedical marijuana
i ndustry as well, so there has got to be sone way. California
has been doing it for 10 years, so soneone nust have figured it
out. She asked Ms. Walsh to look into it.

M5. WALSH agreed to look into it and report back.

2:32:53 PM
CHAI R MCGUI RE asked if there were nore questions.

SENATOR COSTELLO spoke of a bill she introduced and was signed
into law that dealt with equity crowd investing. She said if
there would be problens associated with that legislation. It
all ows businesses to raise $1,000,000 with contributions of up
to $10,000 from Alaskans, and the division is promulgating
regul ations right now.

2:34: 17 PM
M5. WALSH said the division does not see problens at this tine
with that "and these other issues," but she will contact her if

probl enms cone up

SENATOR COSTELLO said she appreciates the opportunity to plug
equity crowd investing. No one in the nmedia has picked this up
so she is witing an op-ed. “This is a way for Alaskans to
invest in Alaska businesses, and [|I'm sitting here thinking
that's why we created the law. " She expressed appreciation for
the division for promulgating the regulations, and it is her
understanding that the division will help businesses create a
business plan to access equity crowd investing, which is like
cromd funding with equity in the conmpany.

2:35:19 PM

SENATOR COGHI LL asked about barriers for capital inprovenent of
a building or buying a building. "Do we |ook at Al aska Housing
and Fi nance; do we | ook at Fannie Mae?"

M5. WALSH said, "At this point, we're hoping that it doesn't go
that far down, but it's up to each bank or credit union."™ They
are starting to look at where the cutoff should be as far as
third-party associations. Those are things that banks are trying
to decide with their boards. Al institutions are taking a very
close | ook at this.
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SENATOR COGHI LL said where there is a will, there is a way, and
there will be people who will be putting their thunbs on the
scales, "and you're going to have to deal with that." It could
be through relationships that are at arms reach, but still
entangl ed, he stated. Any way the legislature can |ook at ways
to supply a different avenue is sonething to consider. Borrow ng
for a business plan is one thing, borrowing for a building is
another, and cash flow is another issue. "It sounds I|like we
don't have a good answer."

2:37:46 PM

M5. WALSH said each institution makes its own policy, and she
knows they are addressing it. As a regulator, the division has
supported the industry and changes with state law, but the
institutions look at their federal regulator. "And we've had a
ot of contact with the federal regulator,” which is FDC for
banks that the state regulates. The division has had numerous
conversations with the FDIC, and if a bank chooses to have
accounts that are marijuana-related, the division supports that
and is working with the federal regulator to try to let that be
okay, “but it’s not our decision.” The division's job is to nmake
sure the institution is making sound business decisions to
protect the accounthol ders but not who to bank with.

2:39: 24 PM
CHAIR MCGQUIRE said it is like liberty through regulation.
Landl ord/tenant |laws had a hands-off approach wuntil people

decided to address discrimnation. "To a degree we say that we
| et these businesses operate the way they do, but there are
points in time in history where we take a step back and try to
identify whether there are gaps; people who aren't being lent to

for reasons that we would like to prevent.” It’s incunbent on
the governnment to continue to be proactive and visioning on how
funding i1s accessed, Ilike startups and new innovations and

i deas. Oregon's governor, Kate Brown, initiated a novenent that
led to institutions there that are equity driven—board driven,
and the board nmandatorily includes wonmen and nen, people of
color, people of different sexual orientations, and they are
notivated by philosophy that they' Il adopt. There is room to
consi der that there m ght be gaps.

2:41:12 PM

CHAIR LEDOUX said she wunderstands where Senator MQiire is
comng from but she would not want to require banks to deal
with these businesses. She said she really wants the marijuana
i ndustry to succeed, but she does not want to tell a private
business that it has to take noney from soneone that m ght put
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them in violation of federal |aw and cause them to |ose their
charter. That is a dangerous road to go down.

2:42: 20 PM

CHAIR MCGQUI RE said she is not saying that, but there are always
those intersections in history between what is l|legal now and
what is legal in the future. There was a tine when al cohol was
legal and then it wasn’t, but she was not suggesting that banks
be forced to take [marijuana] noney, but there could be better
comuni cations with the federal governnment. She said there could
al so be outside-the-box thinking so | ending can occur.

SENATOR COGHI LL said banks end up at the end of the Iine.
Racketeering | aws were based on drug noney and | aundering, so it
ends up at the bank's door. They had to |ook one transaction
beyond and be able to report it. That is one of the problens.
"How do we, as a state, short circuit that, so it's not a
racketeering problem anynore, but it's actually a cash
transaction that's accountable?" It needs to be addressed at the
federal level, but at the state level, the problem is how to
keep a | ess-legitimte business fromlaundering cash.

2:44:20 PM

CHAIR MCGU RE wel coned Jahna Lindenmuth and asked if she is the
first female attorney general in Al aska. (She replied that she
is the second.)

JAHNA LI NDEMJTH, Attorney Ceneral, Departnent of Law (DQL),
Juneau, Al aska, said she was asked to address how the attorney
general opinion (2016 Op. Alaska Att'y Gen. Aug. 31) cane about.
She noted that she has been on the job for only four weeks, but
she will provide her understanding of the opinion. The Marijuana
Control Board identified sone confusion in the |law regarding
marijuana social clubs, which is not a defined termin the |aw,
but it is a business that offers nmarijuana for a fee, whether it
is a nenbership fee or otherw se.

CHAI R LEDOUX asked if a club is a business that offers marijuana
for a fee or one that offers a place to consune it for a fee.

M5. LINDEMJUTH said it could be either, but there is renuneration
for consumng marijuana in the |ocation. There are many entities
operating differently, so the term captures a bunch of different
possi bl e operati ons.

2:47:05 PM
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CHAIR LEDOUX said if they were providing marijuana for a fee
wi thout being licensed, that is illegal and is a big difference
between that and the gray area of providing a venue to consune
t he marij uana.

M5. LINDEMJUTH said there is a distinction, and that is addressed
in the opinion, but if a business is advertising that there wl|
be marijuana sanples, and it is charging a fee, that can be seen
as distributing marijuana. There would be a financial benefit to
the owner of the building who is advertising that marijuana
sanpl es woul d be provided. The MCB was not confused, because the
statutes and regulations are very clear, but educating the
public could help with enforcenent. Education cones first and
then there is enforcenent if folks do not get the nessage.

2:48: 49 PM

CHAIR LEDOUX noted that M. Lindemuth said the statute is very
clear. The statute is the initiative, and she does not find it
to be very clear.

M5. LINDEMJUTH said it is clear that public consunption is
banned. The initiative |egalized consunption and allowed every
person to have one ounce or six plants, which was |ater changed
to twelve plants. It also says that marijuana will be regul at ed.
Then it allows four different types of entities to have nore
than an ounce: retail marijuana stores, cultivation facilities,
product manufacturing facilities, and testing facilities. O her
entities cannot have nore than one ounce or 12 plants.

2:50: 59 PM

CHAIR LEDOUX asked about <clubs that are not offering free
sanpl es. For exanple, tourists from cruise ships have no place
to go, because [marijuana] is not allowed on the ship and cannot
be consunmed on the street. The tourist would want a place to
consune what has been legally purchased and pay a fee to go into
a club. She asked if the opinion applies to a club that only
offers a place where soneone can consune it.

2:52:29 PM

M5. LI NDEMJUTH said such a place would be a public place, but the
| egi sl ature could change that. As witten, the club would be a
public place, and "I don't think we can get around that."

REPRESENTATI VE LEDOUX said she is trying to figure out the idea

of a public place. If a club is an athletic club, or a petrol eum
club, or any club, and the fees are pretty expensive, then not
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everybody could go in. If those places had a room to consune
pot, would they be public?

2:53: 51 PM
M5. LI NDEMJUTH said the opinion describes three ways that a pl ace
is public, and "I think it would fall under any of those three

situations.” A business is a public place, and that gets into
whet her there is a financial benefit to the club owner—and there
is. Places of anmusenent are public. The third way addressed in
the opinion are places where a substantial nunber of people have
access. It would not be a house where people only come in if
they are known and invited, she expl ai ned.

REPRESENTATI VE LEDOUX asked if those definitions are from
regul ations and not |egislative definitions. There are different
definitions for different purposes. She said she believes that
when nost people voted on the initiative, they figured that a
public place just neant that a person could not snoke a joint
wal king down the street. Public has different definitions for
ot her laws, such as anti-discrimnation, disability, and others,
but then there is "just that old definition" of public being
what nost people think of, "and that is, you're outside, you're
sonmepl ace that everybody can be, that you can just wal k around
in," and she does not think marijuana clubs neet that kind of
public definition, other than through the regulations. She is
troubled that the regulations are making the law rather than the
| egi sl ature. Maybe the courts need to decide, she stated.

2:56: 39 PM

M5. LI NDEMJUTH agreed that the definition of public is broad, but
she believes that it is consistent with the statute and wth
cormon |law. Even if the regulation did not exist, she believes
it would end up in the same place. The statute has the four
buckets, and unless an entity is one of those buckets, it is not
part of the regul ated industry.

REPRESENTATI VE LEDOUX said there is a law that prohibits
urinating in public but does not prohibit wusing a public
restroom There are really huge differences in the neaning of
publ i ¢ dependi ng upon the context.

M5. LINDEMUTH said it is hard to imagine that sonmeone would be
in violation of the law if they went into a restroom and
consuned an edi bl e.

REPRESENTATI VE LEDOUX said her point is that the definition of
public does not prohibit urinating in a public restroom
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2:58: 03 PM

M5. LINDEMUTH said, "Right, but what we are starting from here
is what you are deeming a club where people can cone and be with
other people that they don't know and that there would be
marijuana consuned." Just because there is a nenbership fee, it
does not change it from a public to a private event. Like
Costco, which requires a nenbership, is still a public place

The board room at Alaska Airlines is public even though a
private nmenbership is required, and they serve alcohol and are
regul ated by the Al cohol Control Board.

2:58: 50 PM

CHAIR MCGQUI RE spoke of SB 30 that neant to clarify this by
defining "public" as Chair LeDoux does. It mnade people think
about it in several ways: "W thought about in terns of alcohol
we thought about it in terns of snoking, and we thought about
this practical point of what reasonable people think." Al so, the
Al aska Constitution's rights of privacy have provided the right
to consune marijuana. There are uncovered issues, like a weed
fairy that cones in and provides the weed for nobst people.
"We've just sort of ignored it, but the reality is that there
are many Al askans that have consunmed marijuana for nedicinal or
recreational purposes under the assunption of the Noy [Noy v.
State, 83 P.3d 538, 544-45 (Alaska C. App. 2003)] and Ravin
decisions. This area needs to be clarified in statute, and there
needs to be a robust record of it. W want to wel cone tourists,
she said, and we want them to be safe, and then we say they can
buy marijuana and then we say: "I have no idea where you're
going to consune it." Alaskans with children may not want to
consune marijuana at hone. She said she knows many famlies who
choose to consune alcohol only away, so a group of parents nmay
want to consune marijuana legally in a social situation not in
the presence of their children. "Gosh, now we're saying you're
subject to, perhaps, crimnal penalties.” She does not think
that was the goal of the initiative, but the |egislature has not
given Ms. Lindermuth rmuch latitude. The regulations are based on
uncl ear parts of the initiative.

3:01: 36 PM

M5. LINDEMUTH said the legislature is welconme to address this by
adding a fifth elenent, which would be |ike a bar for marijuana,
but the regulations have tried to address this by allowing a
pl ace for consunption at a retail store. By regulation, stores
can all ow public consunption

REPRESENTATI VE M LLETT asked for a definition of a private club
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M5. LINDEMJUTH said that is outside the scope, because that is
not how the statute and regulation is witten. There is private
consunption that allows the possession of one ounce of marijuana
and 12 plants at honme. The l|legislature could add that concept to
the statute.

REPRESENTATI VE M LLETT said, "So let’s just talk about a private
club that's not marijuana-based.” If soneone wanted a private
club in a comercial building where people were charged to enter
in order to basket-weave, how would he or she nmeke it private?
"So for you, there's no private club definition in statute?"

3:03:46 PM

M5. LINDEMJUTH said the concept of charging a fee nakes it a
business and brings it into the public realm |If you are
charging a fee, you are acting as a business, and for this
di scussion, it would be a public place.

REPRESENTATI VE LEDOUX asked about the Mdose or El ks who charge
dues, and they are private, but they are still subject to public
accommodation |aws when it cones to discrimnation, and yet they
certainly are private clubs. If the Elks decided to set up a
roomin its private club to allow the consunption of marijuana
coul d you bust thenf?

3:05:22 PM

MS. LINDEMJTH said that if the Elks want to serve al cohol, they
have to be licensed. It is the sane concept. There is nothing
set up to have nmarijuana consunption outside of the constructs
provided. It is a regulated industry, and the legislature can
change it, but that has not been done so far.

REPRESENTATI VE LEDOUX asked about the Elks not selling marijuana
but providing a room where marijuana can be consunmed. Could you
bust those people? Arrest then? Cite then?

3:06: 38 PM

M5. LI NDEMUTH said, "W were seeing venues that were advertising
marijuana to bring folks into the venue in order to consune
marijuana." That was the primary purpose, so it nay be outside
of the [AG opinion if there is a group of people unbeknownst to
the Elks that are sitting there enjoying thenselves. That is
nore of a gray area. If the legislature is interested in
allowng that kind of activity, it is best for everyone to
address it by statute so that it is clear.

JT. S/H JUD COW TTEES - 28- Sept enber 14, 2016



CHAIR MCGUIRE said it is interesting. Sone places have a
cordoned off area for tobacco. If a person is consum ng edibles
in the public, "where does that John Stewart M| thing happen
where your liberty is bunping up against someone el se's, because
there isn’t an exchange of snoke?" By the way, she said, this
hearing is not about snoking. Marijuana is also a substance that
alters a person’s mnd, like alcohol. Then there is the privacy
right, and it is the only substance that doesn’'t conme under the
Commerce O ause—+t cones under a conpelling First Amendnent
right. That makes it even odder. The only way to nove forward
with clarity is for the legislature to address it. There are so
many m xed nessages, but the point of the hearing brings out
that for liberty, "you regulate to get it, but be careful what
you ask for, because sonetines you end up regulating yourself
into a place that is very un-Al askan" and antithetical to the
Alaska way of |Iife. She knows no one that wants to bust
vet er ans, for exanple, who m ght be consuming nmarijuana
peacefully with fell ow people who served in the war.

SENATOR COGHI LL noted the conundrum of public safety and dealing
with inpairnent, and because of federal highway funds, Al aska
has huge regulations on CDLs [commrercial driver licenses]. He
said he is not sure that Alaska has any clue how to deal wth
inmpairnment. He asked if the AGs office has |ooked at that.
Transportation is going to be a big problem*~put it in the air,
it's a problem"” 1Is it a problem on state highways? The
| egislature needs to figure that out, but the public safety
element is inpairnment, and he asked if that is being | ooked at.

3:11:14 PM
M5. LI NDEMJUTH said she has only been in her position for a nonth
and she is not aware if the office has been |l ooking at that. In

her private practice experience she knows that air cargo and
transportati on conpani es have to conply with the federal |aw and
still have drug testing. There nmay be certain Al askans that
cannot partake in marijuana consunption due to their jobs.

SENATOR COGHILL said with regard to public consunption, there is
a nexus with public safety that is "a big deal to us." The sane
wi th al cohol, which can be tested rapidly and successfully, but
he does not know about testing for other inpairnents. No-doze
and Benadryl can be tested, but there is no way of know ng about
marijuana. Legislators nust start thinking about it, and it goes
right to the question of these public consunption cl ubs.

CHAIR MCGQUI RE said the Departnment of Law has al ways been a very
useful resource for conplex issues like this. She suggested that
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the departnent work nore with the national attorney general
group, and she expects that there is a coalition anong all the
states that are dealing with this. She said it would be helpfu

to have Ms. Lindenuth's |eadership and advi ce.

3:14: 03 PM

SENATOR COGHILL noted the disparity in one ounce of concentrate
and one ounce of |eaves. He said he keeps bringing this question
up with regard to penalties. [The law] just says "an ounce."” An
ounce of hashish or concentrate is very different from an ounce
of leafy substances. He wants to have a way to neter the
toxicity. It is a huge problem There is the toxicity and the
value problem "And the banks are going to run into this, and
that is if you start selling an ounce on cash, and one ounce
divided by a hundred is worth a thousand dollars, and one ounce
divided by two is worth a hundred dollars, how do you figure
that out? That is a key problem that he keeps bringing up, he
said, and he is bringing it up for Ms. Lindermuth's perusal.

3:16: 13 PM
M5. LINDEMJUTH said there will be work to bring consistency to
crimnal law, and that will probably be a part of that.

REPRESENTATI VE M LLETT said this is a concern with heroin and
fentanyl and other drugs that are hitting the street.

CHAI R MCGQUI RE asked for questions from nmenbers and then passed
t he gavel to Chair LeDoux.

3:17:43 PM

JANA VELTZIN, Owner/Qperator, JDW LLC, Anchorage, Al aska, said
her law firmrepresents a good anount of conpanies in Al aska, as
wel | as marijuana conpanies in Arizona, Washi ngton, and Oregon.

CHAI R LEDOUX asked about her experience in navigating this
process in Al aska—the bad and the good.

M5. WELTZIN said there was a rocky start. Industry has been
engaged in the rule-mking process, and throughout it she has
often rem nded people that "we really, actually have sone pretty
good rules in front of us so far." There are a couple of things
that did not make too nuch sense, and nore are still getting
fleshed out, she said. The biggest issue is the governnent
departnents not talking to each other and giving conflicting
advice. The delay is wunderstandable. Wwen people asked why
Oregon is ready and not Al aska, she tells them it is because
Oregon already had a nedical system but it has been two years,
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and sone of her clients have been paying rent for a really |ong
time. For the application process, people were not allowed to
use intent letters to secure a premses. They actually had to
have a | ease, and for a landlord to nake that kind of investnent
and agree to that, a lot of conpanies have been paying rent for
12 nmonths or nore. She said that the staff at AMCO are so
amazing, and she would like nore investnent to relieve their
burden. "I don't want to see where we get in this industry where
there's not enough people there to catch things that fal
through the cracks, and we get violations of regulations, which
woul d give people a little bit of amp to kind of shut down the
whol e industry.” Consistency in treating applications is
important, and that 1is hard to achieve when staff are
overwor ked, she opi ned.

CHAI R LEDOUX asked why a person needs a lease to get a license.
| s that because of a statute, and is it the sane for al cohol ?

M5. WVELTZIN answered that she thinks it is an interpretation of
regul ation, which requires that licenses be tied to a prem ses,
and a docunent called POP, or proof of possession, shows that.

3:22:35 PM

M5. VELTZIN said that Arizona allows using letters of intent by
"engaging in a nonbinding docunent with the |andowner and the
licensee and saying, hey, iif we pass through all this
application process and we get to the point where we actually
are awarded a license, you, landlord, are saying to ne as a
|icensee, | can use your building." She said that is what she is
used to in Arizona, but that formis not allowed here, so "we
had to use an actual |ease." She said she can see both sides
because a letter of intent does not ensure that the property

will be available, but that is nore of a burden on the |icensee,
"because we're already paying our fee regardless."” She added
that "we" had to engage in all these |eases, so there has been a

| ot of people paying a lot of noney, but if that gets changed
they will be asking why they spent $150,000 for rent if that is
no | onger required.

CHAI R LEDOUX sai d she understands those people will be nad, but
that mght not be a good reason for a change. "Just because
we' ve done sonething in the past which mght not have been a
great idea, we should probably shouldn't be continuing it." She
will ask the executive director to cone back and coment on
that. She asked if that 1is the npbst significant problem
encount er ed.
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3:24:35 PM

M5. VELTZIN said this process is new to everybody. One of her
clients called yesterday and said the state fire marshal has no
clue what needs to be done to nake a nmanufacturing facility fire
proof. "They have no idea what they're going to require,"” she
said, "and we're two years into this." She said she does not
understand how that can be. There are building plans in and the
only hold up is the fire marshal not knowi ng the requirenents.
It is a bit unacceptable. She expressed appreciation for Chair
LeDoux pushing the FBI background check, or else "we really
woul dn't have an industry.” She said that was a big heart-attack
nmonment for everyone. Another issue is getting kicked back and
forth between DEC and DHSS [Departnent of Health and Soci al

Services]. Wien she started doing the retail application, DEC
was stanping her food permt things, and all of a sudden it
switched to DHSS—so it was one hand not talking to the other
hand. She added that the interpretation of regulations |eaves a
l[ittle bit to be desired, but it will conme in time. A lot wll

come from just fleshing this out and seeing it actually happen

The biggest contention s onsite consunption. The Dboard
recognized it, and there is no other industry where there wll

be a product sold to consumers, yet there will not be a |ega

place to consune it "except for the place where your children
are at." That is just bad policy and bad busi ness.

CHAI R LEDOUX asked if part of the regulations allow a |icense
for onsite consunption kind of |ike a bar.

M5. WELTZIN said the last Marijuana Control Board neeting in
Septenber was supposed to address that issue and create sone
regul ations, but it got kicked down the road until October. It
is very hard to plan for that as there is an incredible
ventilation system for allow ng snoking. Anchorage has a snoking
ban, so for non-private clubs it is not as nmuch as an issue, but
for everywhere else, the ventilation needs to be researched.
"We've got to really start researching where and how t hese types
are going to be established and what the fire nmarshal code's
going to be." Regulations are not really howto docunents.

CHAI R LEDOUX asked how the legislature could nake the process
easi er.

M5. VWELTZIN said, "W are willing to bend over, but please don't
break out backs.™ It is incredible how nuch, in Anchorage al one,
that Title 21 is such an investnent. Just to build out 8,000
square feet of cultivation is about $250,000 to get Title 21
conpliant, not including lights. There are warehouses that
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cannot be used because of the parking requirenments. She said she
| eft Alaska and canme back and was shocked at the building code
and zoni ng ordi nances.

3:29:41 PM
M5. VELTZIN noted that in Novenber, Denver will vote on public
consunption, and a yes vote wll support public consunption in

certain clubs, |ounges, and bars. The definition of public used
in the AGopinion is fromthe Col orado statute, "but there is an
exenption in the Colorado |aw, and right now it says that onsite
consunption has to conply with the indoor Clean Air Act, which
makes it kind of inpossible to conply with." That is why private
social clubs pop up and require day nenberships. She said she
does not think that is a great nodel, and if Alaska wants
something that is wunregulated and cannot be controlled, it
shoul d "continue this path and continue doing private, because |
guarantee you there's ways to nmake them a club |ike Pot Luck,
privat e—have sonebody sponsor nmenber shi p—don' t make  your
Facebook public.”™ There are ways they can figure that out, so
"why don't we just create a license type that we can actually
regulate and inplement and tax?" Maybe it wll just be public
consunption venues wWith no nmarijuana sales or free marijuana
sanples. "Wuldn't that cure everybody's issues?" She noted that
it is not the business nodel of Brown Jug to consune on the
prem ses. She said she is in favor of the retail onsite
consunption idea, "but if we don't want to kick the door open,
maybe sonmething like a venue consunption-only place is an idea
to consider." That mght not be popular for everybody, but it
shoul d be di scussed.

REPRESENTATI VE M LLETT said the legislature has addressed that
t hrough brew houses with tastings. A person can go to the Al aska
Brewi ng Conpany and try its new tap and four other sanples. "So
we do allow it in a small regulated way." Wen it conmes to
having famlies and elderly people in their hones, "I don't
think nost people want to go hone.”" She said she has two
grandki ds and she sure does not want marijuana in her house. The
public wants this, and she believes that was the intent of the
voter initiative. "Unless | go and talk to all 720,000 residents
of Alaska, | won't know, but | think we can go—the pendul um can
swng so far that we discourage this new environnent or we can
go so far that we don't have a regulated environment." She said
there has to be a balance in the mddle, and the fear of the
peopl e who voted against the initiative was that there would be
a country gone wild with pot snokers on every corner. That fear
has dimnished greatly, and we are seeing that the process is
very conplicated, but the nore difficult Al aska makes it, the
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nore it is set up for failure. There are brilliant people in the
state, and if they were brought to the table to talk about what
a social club and its regulations would |ook lIike, there wll be
much better legislation. She said she has seen it in the
| egi sl ature, where she is not an expert but she knows who the
experts are in the comunity, "and we could have a really
bal anced econony where it is safe and people don't fee

t hreatened that are non-potsnokers." Everyone just wants to know
what the rules are, "and | think we've been very vague and naybe
a little bit backwards in our two years of trying to devel op
t hese." She said Al aska does not need to reinvent the wheel.

3:36: 36 PM
CHAIR LEDOUX said Seattle or Wshington outlawed social clubs
"Let nme tell you folks, you go to downtown Seattle and, | nean

t hat place stinks right now " People are snoking on the streets,
which is exactly what the public does not want, and there is
only a mnimal fine and no enforcenent. She said she would
rat her have people in clubs where the snoke is not wafting into
the streets. Snelling the snoke is what is offensive to people.

M5. VEELTZI N agreed, and asked how to maxim ze the ability to cut
down on people who drive when inpaired. There are retai
establishments—42 in Anchorage alone—and if they had onsite
consunption, along with the bars, it is a lot for enforcenent.
"Whuldn’t it be nice if we just had three or four venues where
peopl e consunme and then if the cops want to catch people for
DU s they know where they're at, instead of having 42, plus al
the bars?" It's a lot for the enforcenent division and the
police who are tackling a lot of issues. Tourismis the second
| argest industry in Alaska, and do we really want to alienate
these people by telling them to snoke in their rental cars or
ri sk hotel violations?

CHAIR LEDOUX said that a place |ike Anchorage, which is anti-
snoking, would likely trunp any onsite consunpti on.

M5. VELTZIN said that is true for a public venue, but there are
cigar clubs in Anchorage. A very private club—a truly private
club—+that nodel has to be defined and narrowed. She does not
want it to be abused, and there is the issue of a slippery
slope. For a true private club there could be snoking, but a
publicly |icensed venue that anyone over 21 can cone in, there
woul d be no snoking all owed, but people could consune edibles.

3:39: 39 PM
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M5. WELTZIN said she sent contact information for banking
institutions in the Lower 48 that work wi th cannabis conpanies
to [the commttee aide]. She noted that M. Lindemuth said a
person cannot have over an ounce, but the statute allows any
product grown on a person's prenmises can stay there. "I want to
make sure that we're not putting the nessage out there or the
m sunder st andi ng that nedical—er any person—that grows in their
honme cannot keep that in their home, whatever they do grow You
can have over an ounce."

CHAIR LEDOUX referred to the concept of having an ounce, which
was in the initiative. She asked if it nmade any sense that a
person can al so have all that their 12 plants can grow.

M5. VELTZIN said it does. Anything grown at hone can be kept at
home, and she raised a question about security concerns, but
then said that there is probably enough weed around that people
are not breaking down doors to steal it. But does a person
running around town really need to have nore than an ounce? The
nmore inportant issue the l|legislature could weigh in on is that
an ounce of a flower is so different from an ounce of
concentrate. "If we're going to talk limts, we need to be
consistent, and that is probably something that should be
fl eshed out."

CHAIR LEDOUX asked Cynthia Franklin to discuss the |ease
requi renents.

3:42:16 PM

M5. FRANKLIN said, "Wen the regulations were witten—these are
prem ses-based |icenses—e have to know that the applicant has
the right to possess the prem ses, because they are expected to
be in conplete control of everything that happens on the
prem ses of the marijuana that cones on, the security neasures.”
Both marijuana and al cohol require |eases. Applications are sent
to the board wthin 90 days of when the application 1is
determined to be conplete. There are often a lot of issues with
the application, and her office tries very hard to work wth
applicants to bring quality applications to the board. The board
is trying to set up an entire industry in a very short anount of
time, and it could not get through the applications in the two
days at the last neeting. To give the board applications that
nmenbers need to evaluate, there has to be application standards
or the board would have to wade through all associated
docunents. There is not tinme with a volunteer board; that is
what the staff are paid to do. "So, we're looking for a | ease on
both sides.” It may be different in Arizona, but there are a | ot
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things that are different in the other states. "This is our
book. It's 127 pages, 9 articles of regulation.”™ The Col orado
regul ati ons are al nost 800 pages.

M5. FRANKLIN noted that they did their best to get a mninum
regul atory schene in place, but there are Range 13 enpl oyees
exam ning these applications, and they have to have sonething to
ook for. If all applicants have sonething different docunenting
that they will have a place in the future, then it is not clear

what to tell the board about the person's control of that

property. "W are |ooking for |eases, but, of course, the
| egi slature has the power to tell us anything that we're doing
wong in the process.” Al of the information about the
application process went out for public coment tw ce, and there
were sone concerns about the cost of having a |ease, but,

frankly, a lot of this is just working in a regulated industry.

"They asked for a regulated industry, and they're getting a
regul ated industry, and sone of the applicants aren't used to
working in a regulated industry—they want everything to be
private; they want not to provide the things that we're | ooking
for to bring the board a decent application.” She said they are
doi ng their best.

CHAI R LEDOUX said she is not suggested that she is not doing her
best. She nentioned taking an option where an applicant who did
not get a license would not have to pay for the lease. |If
sonething fell through, and a license is contingent on having a
particular place, then the license is not valid. "Wat's the
pur pose of meking them pay rent for all this time? | just don't
understand that."

3:48: 17 PM

M5. FRANKLIN said, "W are sinply requiring a |ease before the
application is conplete. W don't have any specific rules about
how long they have to pay rent before the application is
conplete.” She said she has seen sone contingent |eases, so
people are dealing with this the sanme way they are dealing with
other regulated industries. They are finding ways to work with
those private parties and their |andlords. She does not believe
that all of the applicants have the sanme issues that Ms. Weltzin
presented. She has only heard about it froma few people. It is
a very broad brush, and Ms. Weltzin has brought it up as an
i ssue because it is different in Arizona, but it is the way that
it is done here. Before the application is conplete, applicants
have to show possession of the proposed prenises, but they are
not required to have a |l ease for a certain nunber of nonths.
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CHAI R LEDOUX asked how |l ong after the application is conplete.
M5. FRANKLI N said, "Until the next board neeting."

CHAI R LEDOUX noted that there are board neetings once a quarter.
M5. FRANKLIN said there will ultimately be five neetings a year,
but this year there will be seven to get nore licenses in front

of the board.

CHAI R LEDOUX noted that people can sell their alcohol |icenses.

M5. FRANKLIN said alcohol licenses can be transferred by
| ocation or ownership. Regarding narijuana, |icenses can be
transferred to another owner but not to another |ocation. For
al cohol, licenses are population-limted, and only a certain

nunber are available, but an unlimted nunber of rmarijuana
|icenses can be issued to anyone who applies and qualifies, so
if marijuana licensees |lose their locations, they can apply with
anot her location. Al cohol licenses are limted, and, by statute,
i censees who |ose their |ocations have to surrender the |icense
within ten days unless they have taken sone other action. They
are both prem ses-based licenses that are very tied to place

and losing a location nmeans the license would be lost wth
either substance. The license is laid on the location, not on
the person, "so you can't pick a license up and carry it around
towmmn and set it down sonewhere else, because the |oca

government has conplete control over the zoning and controlling
where these places go." The state cannot issue a license to use
anywhere. The |ocal governnent has to know where the operation
will be before the license is issued. That is why regul ations
require proof of control over the prem ses, she reiterated.

CHAIR LEDQUX said she cannot see why an applicant cannot | ust
show the | ease when the license is issued and why an applicant
shoul d have to pay for even one nonth of rent prior to that.

M5. FRANKLIN said they are just |ooking for a docunment to neet
t he regul ati ons.

3:51: 20 PM
REPRESENTATI VE M LLETT asked Ms. Franklin why she is regulating
the nmunicipality's code and not requiring the applicant to

determ ne conpliance. "If you're licensing as many as you want,
| don't understand why there is even a requirenment to show where
you are going to be at one certain time." Alcohol is a

popul ati on-based license, and marijuana is unlimted, "so why
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are you even requiring to have any docunentation of where you're
going to be?" She asked why AMCO would even care if they had a
lease or a building, because that wuld be up to the
muni ci pality. From her wunderstanding, the law is based on
muni ci pality structure not on sonething that AMCO regul ates,
noni tors, or even enforces.

M5. FRANKLIN explained that the ballot neasure says |ocal
government has control over the tinme, place, manner, and nunber
of marijuana |icenses issued. The |ocal governnment can determ ne
that even though the state would issue unlimted |icenses within
its city boundaries. "But our regulations require that we tell
them where this place is going to be so they can determ ne
whether it's in the correct zoning environnent, and they have a
right of protest to the issuance of the state license."” The
| ocal control is wapped up in know ng certain things about the
license before the local governnent weighs in. If the question
is why can't the local governnment do all of that, she noted that
the ballot neasure provided that if state regulations were not
witten in the tinme provided, the l|ocal government would have
the responsibility to create all of the rules around this. She
said there was quite a bit of resistance from |ocal governments
at the prospect of the state mssing the deadlines and then
being responsible for <creating the rules. The way al cohol
regul ations and statutes work is that it is a shared regulatory
burden between the city and the state. "Wien we read the ball ot
nmeasure we saw sonet hing that | ooked exactly the same to us ...in
terms of local control and local option, and we heard from the
cities they didn't want to nake all the rules."”

3:54:19 PM

M5. FRANKLIN said the cities wanted marijuana regulation to be
i ke al cohol, where the state would get information, |ike where
it wll be, who is getting it, what the financial interests are,

and all of that. After receiving the information, the cities can
make a deci sion on whether they want to protest the issuance of
the license. She said that appears to be what the ballot neasure
contenplated, and that is what the board wote.

REPRESENTATI VE M LLETT said that she sees a disparity because of

the limted nunber of alcohol Ilicenses. "lIt's hard for nme to
equate that the balance is there." The marijuana initiative had
an unlimted anpunt of |icenses. She said she understands the

notification, but mybe that should be the responsibility in
that once the license is issued is to note where the |ocation
is. "The ease of that would be sinpler than to go through this
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process of burden. | nmean we're creating barriers now, because
we've required themto | ease the space for now up to two years.™

3:56: 54 PM

M5. FRANKLI N said she does not believe that anybody has |eased a
space for two years before getting their license. It hasn't been
two years since the act becane effective, and if anyone has
|eased a place for tw years, it is their choice and not
anything that the state nmade them do. It is a piece of the
application. The limtations did not cone out of the statute, it
canme fromthe regul ati ons, because the only place in the statute

that mentions the nunber of licenses issued is in the section
giving local government control over the tinme, place, nmanner,
and nunber. She added that the population-limted |I|icense
creates a lot of issues, and when she speaks wth her

counterparts in other states, they say that they would have
preferred to let the free market determne the nunber of
licenses. "So we see it as an inprovenent, but not a replacenent
for the prem ses-based l|licensed system" That is what the board
passed, and staff are just trying to nmake it happen.

REPRESENTATI VE M LLETT said she is just trying to think about
the success of a new operation, and we mght not like it but it
seens just a little bit cunbersone to have that responsibility
to | ease a place, especially when sonmeone has a war ehouse.

CHAI R LEDOUX asked if M. Franklin would think of a way to make
it less cunbersone for people who are renting, so they do not
need to spend a bunch of noney before they get their |icenses.

IVS. FRANKLIN turned to the consunption endorsenent. That
| anguage was created and put out for public comrent. There were
nore comments opposed to the project than for it. The board
changed it and put it back out between July and Septenber, and
of the 42 coments from the public, 40 were opposed to the
public consunption endorsenent, and there were many questions of
why the board was not responding to the people who were opposed
to the project. At the Septenber neeting, one board nenber
expressed a desire to spend nore tine |ooking at the endorsenent
in light of the AG opinion, which had just come out. The board
voted to nove it to October. She said that the project is stil
alive, but nost of the commenters were opposed to creating an
area for public consunption

CHAIR LEDOUX said that is interesting. That multiplies the
probl em of not having a place to consune.
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3:59:14 PM
BRUCE SCHULTE, Forner Chair, Marijuana Control Board, Anchorage,
i ntroduced hinsel f.

CHAI R LEDOUX noted that M. Schulte was the chair of the MCB for
a year, and she asked if he recommends any steps the board or
the | egi slature shoul d undert ake.

MR. SCHULTE praised the AMCO staff, particularly Sarah Cates and
her licensing team and Janes Hoelscher and his enforcenent
group. The process is pretty much on schedule, and the key
target dates of adopting regulations and accepting applications
were on schedule. A lot got done in a short tine, but a voter
initiative is an inperfect way of devel oping |aw, he said.

4:01: 26 PM

MR. SCHULTE added that any delays have been reasonable, except
t he debacle on FBlI background checks. It was resolved in SB 165,
but "had we waited for that bill to becone effective—+o get FBI
background checks—obody would be growing anything at all unti
Decenber or January." That would have been catastrophic, so it
is crucial that the board intervened to override the director,
and it got things back on track. At that time, sonme people had
been sitting on real estate for many nonths, and the prospect
that their application would be shelved for five nore nonths
pendi ng the background check was financially devastating to
several of them One business was on the hook for $22,000 a
mont h, so, fortunately, that was a bull et dodged.

CHAI R LEDQUX asked if this was in contravention of the director.

MR. SCHULTE said the board had not weighed in on it. He said he
and the public were informed from a radio interview with the
director that all the applications were going to be held unti

there was an FBI background check. There was consi derabl e debate
about whether that was required. "Utimtely, | asked the
guestion at our board neeting in April: Is there actually a
statutory or regulatory requirenent for these national crimna
background checks?" The answer was no, so the board voted to
process the applications. "I don't want to get too rmuch down in
the weeds, but t hat was hugely inportant, because no
applications were to be deened conplete until that point.” Only
conpl ete applications get forwarded to the |ocal governnent, and
until then, the 60-day protest does not begin, and then the
| ocal governnent's process begins. He gave the exanple of an
Anchorage application deenmed conplete on Cctober 5, it would go
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the nunicipality, which would have 60 days to protest and go
through its secondary |icensing process.

4:04: 58 PM

MR. SCHULTE said the process is evolving, and the folks in the
trenches have done a great job. Once the board approves an
application and it goes to the local governnment and gets
processed, there is a final step before the license is issued

The AMCO staff visit the prem ses and say, "Ckay, what you put
in place is what you comritted to do, here's your license." That
shoul d be the day positive control of the property would be in

guestion. "If you shell up and they're not at the address that
they had in their application, they sinply don't get a license.
To nme that is such a sinple way of handling it. | don't even

know why it's a point of discussion.”

MR. SCHULTE said there are five nenbers on the board defined by
the legislature, and, "we didn't always have the sane
perspective, in fact, sonetinmes we were very nmuch at odds." Very
few votes were five to zero, he said. That was healthy, and the
board nmakeup represented how the public voted on the initiated

It only passed by 53 percent, and so where the public was
slightly in favor of it, the board nenbers were slightly in
favor of regulating marijuana in favor of the industry. The
del i berations were broad and constructive, and he said he is
pretty happy with the regulations, but they can be nade better.
The board has westled with statute, regul ations, and policies.

4:07:16 PM

MR. SCHULTE said nuch of today's discussion has been about
policies that are not under the direct control of the board. He
recommended that those policies be codified, and then let the
board adopt sone and have an opportunity to discuss them with
public comments. Sonme of these issues could better be resolved
in the open with public testinony. Regarding marijuana clubs, he
said he is not an advocate or an opponent. He said he called a
club that opened in Anchorage and encouraged them shut down,
because he did not want to see that distraction, and it
continues to be so. At the board's first neeting in July |ast
year after the director wote cease-and-desist letters, it voted
to make recommendations to the |legislature, and one was to
clarify clubs. "Tell us, do we have authority over these or
not ?" There were discussions, and based on |egal advice, the
board took the position that it did not have authority over
clubs, either to regulate or ban them That was where the onsite
consunption idea canme from The public was asking for that,
including elected officials from Juneau and Fairbanks. They were
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asking to nmake provisions for a place to consunme narijuana, he
said. Legal counsel told the board that the definition of a
retail store could be expanded to include onsite consunption.

MR. SCHULTE said staff proposed draft regulations in April, and
t hey have been getting noved down the road over the |ast several
nmeetings. The commttee was told earlier that after those cease-
and-desist letters were issued, there was no further action
taken against these clubs, but that is not entirely true. He
said an al cohol licensee that is in the sane building as a club
in Anchorage was told they could not have an alcohol event
permt wunless the club was evicted. That's significant and
concerning. It appeared to be contrary to the board' s stated
position that it had no authority over clubs. Also, there was no
due process—the club was not even consulted on the matter. He
said that is not the way to regulate, and a regulatory board
should not be in the business of interpreting or enforcing
statute, unless it is witten down. He said he was concerned and

asked for a neeting wth the director. "I pointed out to her
that (a) this is contrary to the board's stated position, (b) it
| ooks like <coercion.” The nedia was starting to ask him

guestions, he said, and he declined to coment, because the
board chair should not be getting into that kind of dispute with
the executive director, but it is an inportant discussion. The
director told him he had no right to talk to her about it and
stormed out of the room Since then, a group conducting training
for the marijuana handler's course wanted to hold the course at
that marijuana club, and they were told the board m ght revoke
their authority to conduct such classes if they held it there.

4:12:19 PM

MR. SCHULTE said at |east one other event was told that they
could not have a permt if Pot Luck Events was associated wth
it. Since the judiciary commttee was told that no further

actions were taken, "I thought it was incunbent on ne to clarify
that." He noted that he is not necessarily advocating for
marijuana clubs, but a regulatory body should not nake the
determnation. It is the purview of the courts and the
| egislature with public input, and one of his requests is that
the legislature weigh in on it. "I think the manner in which it

was handl ed was inappropriate,” he said. Senator McGQuire had the
sanme reaction as he did on the balance between personal

liberties and governnent control. "I had that sanme struggle
nyself. It's a difficult one.” One justification for going after
these clubs is because they are nests of illegal activity. Mybe

they are. He said he has been to them and naybe they are. The
black market is alive and well whether or not it is at these

JT. S/H JUD COW TTEES -42- Sept enber 14, 2016



clubs. "I really can't say; but, again, | think that we are a
state and a country of laws, and the folks that are involved
with this, they deserve due process.” Prior to the AG opinion,
it was just an individual's interpretation of law. The opinion
is helpful, but as a matter of public policy, it is the role of
the legislature or the courts to decide if clubs are legal, if
they should be regulated, and what the operating paraneters
shoul d be.

4:14:57 PM

MR. SCHULTE said he has a “wish list,” and it begins with the
AMCO staff, and a "later wish" is that the |egislature authorize
nore resources, because "a few people probably want to stab ne
half way through this discussion." He said it would be hel pfu
if the AMCO office docunented its process, which is very
conplicated, and "none of us have ever done this before.” The
staff has been doing a fantastic job of wading through it and
creating sonething that did not exist. The process should be
docunented and made available for review He said he would like
AMCO staff to work wth I|ocal governnents. Anchorage has a
conplex licensing process, so it would be great to develop a
suppl enental process. That way, applicants could see what they
need to do in parallel—-and what needs to be done first. People
could look at the website and see: "What am | getting nyself
i nto?" The board, itself, should nove sone of the staff policies
over to regulations so they can go through public deliberations,
including things like the |ease requirenent. He noted that an
applicant asked if a building could have restroons down the hal
shared wi th anot her business. There was a big question about it,
because there was discontiguous space. Sonmebody who has

applications for cultivation, processing, and retail in the sane
buil ding, mght be asked to have different restroons for each
one, as well as separate data roons and offices. No other
business would be required to have duplicated resources |ike

that. He said he introduced that regulations project "shortly
before | was booted from the board.”™ He said he hopes that it
will see the light of day. He added that the regulations were
devel oped quickly, and he is pretty happy where they ended up

given the tinme franme, but he would like the board to refine them
and renmove unnecessary inpedinents. It is not a matter of public
safety, it should be in favor of conmerce, because the board is
housed under the commerce departnent.

4:18:16 PM

MR. SCHULTE said he would like the legislature to recalibrate
the crimnal statutes, which began with the second version of SB
30. "It was awesone; it was going in a great direction,"” he
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opined. Existing <crimnal statutes are at odds wth the
initiative. He also suggested de-scheduling marijuana. He does
not have a dog in the fight, but he would like the legislature
to settle the issue of clubs. At the last neeting of the MCB, a
menber said the board now had pause over the whole question of
onsite consunption because of the AG opinion. "So, we're very
much at an inpasse here.” There is no place for onsite
consunption, and the tourists are going to show up in six or
seven nonths, and it would be great to have a solution by then

but that might be optimstic. He would like the legislature to
adjust the law to exclude certain, licensed businesses fromthe
definition of public consunption. "That would kind of get this
out of the ditch we're in if the law sinply said: Unless
operated under a state license, the following is illegal. Then
we make provisions for creating a state license, and we're all
of f the hook."

4:20:14 PM

MR. SCHULTE suggested changing the tax from $50 per ounce to a
percentage per ounce. The wholesale price of cannabis is
fluctuating trenendously. Wth prices high, the state my be
| osing out on revenue at $50 an ounce, and later, if the price
drops, then [cultivators] mght be struggling to conpete or to
survive or to conpete with the black market, and the $50 tax
m ght be an unsustainable portion of the price. He said he is
not suggesting it right now, because "I wll get publically
skewered from doing that." He said the legislature should
consider expanding [AS] 17.38 to allow the MCB to create new
license types. There are only six licenses avail able under the
four general categories, and for alcohol there are 22 or nore

including event and catering permts. He said Alaska is not
quite ready for that, but it will be helpful for the |egislature
to see how "this thing" plays out next year. Once there is a
confort level that the industry can operate responsibly, it wll

be an appropriate direction to go and would sinplify a lot of
t hese di scussi ons.

4:21:36 PM
MR. SCHULTE suggested that the I|egislature authorize funds to
AMCO. "They really are overtaxed. | get it." He said there are

staff working long hours and probably not being properly
conpensated. He added that he greatly appreciated HB 123 as it
was a fantastic way to go in the financial context. "Wen we can

denonstrate the revenue fromthis industry, |I would like to see
a separate MB created apart from alcohol wth a separate
director and a separate staff.”™ The two are very different.

Al cohol is primarily people renewing and noving |icenses—there
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are a few new ones, but not as many. Marijuana is all new, and
it is a huge task to bal ance those two.

4:23:00 PM

REPRESENTATI VE M LLETT thanked M. Schulte for his work on al
of the legislation and being willing to serve on the board. He
did an excellent job and is sorely mssed. M. Schulte has
shepherded the legislature through a really interesting tine
through the initiative process and pointing out sone of the road
bl ocks. He has been very valuable to the judiciary conmttee.

4:23:43 PM
CHAIR MCGUI RE said, "Thank you, Bruce, as ny constituent."” It
will be years from now until people really understand what he

did to be a voice of the people of Alaska. It is a great risk to
step out, particularly considering his political affiliation,
knowing there was a great desire to snoke, yet there were not
any identifiable pathways, especially for those who were already
usi ng nedical marijuana. She said she will continue to talk with
M. Schulte a lot, and she thinks his suggestions today were
fantastic. The one she loves the npbst, besides [increasing]
resources, is that the board should put its policies into
regulation. It is inportant for all boards to renenber, because
menbers could go into autopilot |ooking for expediency and |ose
sight of the "line of power that is supposed to conme down." She
said the legislators sit before the voters who can throw them
out or reelect them The public has to have sonme way to conment
and understand what is happening at the board |evel.

4:25: 35 PM
CHAI R LEDOUX seconded that. It is a great idea. No one should
ever be able to say, "Wll, that's the policy."” It always needs

to be a transparent and vetted process. M. Schulte has been an
i nval uabl e resource over the |ast couple of years. If there has
ever been any question about anything relating to the cannabis
i ndustry, M. Schulte has been avail able al nost 24/7. She could
text him at mdnight or so, she stated, and ask him what was
goi ng on. She expressed regret that he will not be on the board.

MR. SCHULTE said he |ooks forward to working with all of the
menbers in the future, because he is not going anywhere.

4:26: 48 PM

CHAIR MCGQUIRE said she has to |eave, but she rem nded public
W tnesses to be respectful in their testinony. She said that
stating an affiliation is for the public record, not for "a
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power control." The hearing is confined to marijuana regul ations
and not about Alaska's fiscal crisis or snoking or vaping.

4:27:50 PM
CHAI R LEDOUX opened the hearing to public testinmony, limting
each to one m nute.

4:29: 00 PM

RHONDA MARCY, Wasilla, said she has an initiated application and
has served on the Mat-Su Marijuana Advisory Commttee. There are
t hi ngs about the whole process that she has not been able to
address. Her business nodel is "wellness from a plant-based
whol e health approach.” Under existing law, there is no way to
juice or use raw cannabis. It has to be cut, dried, and made
into a snokable form She said she supports clubs and having a
pl ace to go. She has been to Pot Luck and has not seen illegal
activity, although the club provides the "bud-of-the-week," but
"you don't buy it; it's provided if you'd like it as part of
being in the nmenbership." It is inportant to have places that
are safe. She suggested | ooking at tradeshows, because "we don't
have any way to take your product and go to cannabis classics
that they've had or the Henp and Cannabis Fair." She suggested
rules so that people can lawfully bring sonething to a
tradeshow, like the seniors are having a wne tasting, and
"we're shut down from having that." At this point, there is not
even social areas for people who live here. She said she can
invite people to her house, but the problemis that her wellness
center is on her property, and she does not want to cone into
conflict with the state. She noted that she has not had the
opportunity to address that with the director. One little issue
she has with the ballot neasure, she said, is zoning wthout
going through the zoning process. The initiative process has
bypassed that. There is action in the Valley right now to try
and get the courts to address that "so that we can nove our
Val | ey businesses forward, because we've been shut out of a
process that's letting everybody get ahead of us while we sit
and address this." She said she thought M. Schulte was doing a
great job, and she is upset that the current chairman is working
on an initiative to stop [marijuana use] on the Kenai Peninsul a.
"They claim that that's no conflict with law enforcenent; |
di sagree with that." They get federal forfeiture noney if they
are behi nd keeping cannabis illegal, she stated.

4:32:58 PM

SAMANTHA LAUDERT- RODGERS, Chugi ak, said she worked hard on the
"yes" canpaign, and many did so expecting that cannabis would be
available for the nedical nmarijuana community. "Many of us
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struggle on a daily basis with invisible illnesses, and it's the
one thing that actually can help us and can help so many people
in Al aska—and save lives." She said things are taking too |ong,
which is divisive. Businesses that wanted to give back to
Anchorage or elsewhere are falling apart. She has seen
divisiveness, and with 81 approved licenses, Alaska wll not
have stores open within two years of the initiative. She wants
things to nove faster because other issues need focus.

4:34: 33 PM

MARTI N CHRI STENSEN, Anchorage, said he has been a business
person in Alaska for the last 14 years and is an involved and
supportive nmenber of Pot Luck, but he is representing hinself.
People do not have a good history of assimlating new ideas,
including the belief that the world was flat. In 1693 we were
still burning each other in the Salem witch trials. In 1940 it
was understood that by traveling faster than 50 mles per hour
bl ood would boil. Less than 100 years ago it was assuned that
cannabi s would cause "reefer madness."” Everyone now knows that
all of these things are not quite true. After the passage of
Proposition 2, his friend, Theresa Collins, opened Pot Luck
Events. She saw a need for a place where like-mnded adults
could get together, and the idea behind it was to just be an

event facility, like the Dena'ina Center. Since then it has
drastically changed, and "we've becone nore of a place where
peopl e can come who can't snoke at honme and still socialize. W

see new friendshi ps bl ossom across generations and culture gaps.
W' ve W t nessed marri age pr oposal s and host ed weddi ng
receptions.” H's daughter's birth was celebrated at the club.
The club answers the need that the community presented. He and
others are just asking for the same thing that is given to the
al cohol conmunity. He said he can go to the Dena'ina Center and
have a beer and watch a show, but he cannot do that anywhere
el se. The alcohol community can throw the Beer and Barl eyw ne

Festival wthout cops kicking in the door. "That's really what
we want," he said. He noted that he is a professional tax
person, and from that standpoint on the federal level, a private
club either operates as a nonprofit or it operates like a

business and is taxed |like a business. The phrase, significant
public access, was created nore recently to protect private
clubs but prohibit discrimnation. That is where the |aw cane
from and he is saddened to see it used to prohibit people from
getting together.

4:38:15 PM
MARCGE STONEKI NG Executive Director, American Lung Association
Anchorage, said there is general consensus on having the

JT. S/H JUD COW TTEES -47- Sept enber 14, 2016



| egi sl ature decide on onsite consunption or licensure. As the

| egi sl ature does that, she would |like to weigh in from the
health perspective. The Anmerican Lung Association takes no
position on the legalization of marijuana, and all coments
submtted publicly have been in regard to second-hand exposure.
Wen any plant product s aerosolized or conbusted for
i nhal ation, there will be secondary health effects. There w |

be pollution. Wien it is indoors, others are at risk. There are
not nearly as many studies on second-hand marijuana exposure,
but the snmoke from it contains fine particulate matter that can
be breathed deep into the lungs and can cause asthnma attacks,
increase respiratory infections, and exacerbate problens |ike
COPD [Chronic Cbstructive Pulnonary Di sease] and bronchitis. She
wants people to be aware of the second-hand snoke effects, which
cannot be filtrated or ventilated away. The Anerican Society for
Heating, Refrigeration, and Air Conditioning Engineers has
included marijuana snoke in its position on ventilation—that
there is no ventilation system that can clean the air. Onsite
consunption poses a potential risk to workers in that venue and
adj acent businesses, and many Al aska businesses are in strip
mal | s.

4:42:19 PM

EUGENE CARL HABERMAN, Matanuska-Susitna Valley, noted that he
has sat in on many neetings. The nore conplicated an issue is,
the nore notice and opportunities for public comments should be
made available. He said the one-mnute Iimt does not provide a
reasonabl e opportunity for the public to be heard and is in
violation of state law. An extensive anmount of tine was all owed
for invited witnesses, but when it conmes to the public, they get
one mnute, and witten coment is the only other option. He
asked, "Were is the quorun?” There are only two nenbers of the
Joint Judiciary Committee present, and everyone else is gone.
There mght be one or two nenbers online, but he cannot verify
that, so this is not a legitimte neeting, and it is not
respectful to the public. He has attended every neeting of the
borough narijuana commttee, and he has been to the assenbly
marijuana conmttee neetings. "I had substantial information
that | would have |ike to have been verbally on the record, but
seeing this tragedy of a neeting, the way you conducted it, the
chair is now present, that has not allowed for ne to really
focus on really what | want to say." He had to focus on how
wrongly the neeting has been conducted regardi ng connecting with
t he people. When done appropriately, the public may not be happy
with the decision, but people will be nore confortable with it,
and nost inportantly, they will be nore supportive.
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4:45: 11 PM

CHAI R LEDOUX expl ai ned that the quorum requirenent is for taking
action, and this neeting is sinply to update the |egislature on
the marijuana control board.

MR. HABERMAN said that at the beginning of the neeting Chair
LeDoux stated that there was a quorum

4:45: 57 PM
JOSHUA TOBIN, Anchorage, said he is also not that happy that
many menbers have left. The state took two years, and that is a

long tinme. He was told that people would have Ilicenses in
February, so he rented his building in Decenber. "I'lIl have
spent $50,000 just for what reason, | don’t know " Regarding

banki ng, he said that everybody in this state has read that they
cannot do business with banks, and his address is posted online
at the AMCO website as well as the address to "ny grow. So now
they know that | can't use banks and they know where | am That
doesn't help a whole lot,” he stated. In Anchorage, once a
person finishes the state's application process, the sane
process has to be done again. "You have a comrunity neeting for
the state's process; you have to have another one for Anchorage.
You have to wait 60 days; you have to wait another 60 days for
Anchorage.”™ He is not sure how that helps anybody. Also, he
woul d bet | arge anmounts of noney that he has not run into a city
official who has read any of the regulations. Wien he neets with
them they discuss things in the first paragraphs. In a neeting
| ast week snell was discussed. "People were discussing the snell

of weed two years ago—this is ridiculous.” It would be handy if
they could get up to date. He stated that the AMCO is really
understaffed. "It's brutal.” He said he heard that Cynthia

Franklin has not done anything about the people acting wthout a
license, but she sent APD out to Wasilla to arrest Rocky Burns,

and he faces "a hundred-sonething years right now " "Over on
Ganbel, right now, | saw it this norning, they're selling weed
over there. They busted them They're still open."™ Regardi ng pot
bars, he personally |aughs about this. "You can go ahead and
make laws against it. That's fine. People are going to
congregate and do whatever they want |ike they' ve done for 100
years. You can either get on board and pass laws naking this
possible, or we'll continue to have this situation where people

break the law." He said the cannabis community has proven that
they will do that.

4:49: 23 PM

MAGE E MULDONADO, Anchorage, said she noved to Al aska about five
nmont hs ago, and Pot Luck has provided her with a safe place to
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go and neet people. She did not know anybody, and the [people
at] Pot Luck have taken care of her, made her feel like famly,
and have been wonderful. "I would just like to |leave today with
a nore positive note," she said.

4:50: 15 PM

DON HART, Wasilla, said Proposition 2 <created a personal
property right and was codified in AS 17.38. The problemwth AS
17.38.210(a)(2), regarding local option, 1is that when the
personal property right was created in the constitution, the
local municipalities stand in the shoes of the |egislature,
because they authorize that nandatory statute, "so they, in
turn, are exercising government powers in a takings action
t hrough the ordinance or through initiative process is a takings
action that violates these people's personal property rights
created by Prop. 2." The language, "or through the initiative

process,"” is unconstitutional, because the Alaska Suprene Court
has decided in three cases that the initiative cannot be used
for a zoning process. It is illegal and unconstitutional, he

said, and it violates several nmandatory Al aska statutes. Al aska
was divided up into |arge zones and |arge boroughs to reduce the
smal | est anount of governnment and to avoid double taxation. In
di viding up the boroughs, six different statutes were created to
say exactly what had to be done. The borough has to create a
pl anning and zoning conmmssion to use an area-wide plan to
determine how the land is to be used. Those statutes nandate the
borough to do all of the zoning, and initiative does not do

that. It is not submtted to the planning comm ssion, and it
does not determne the proper land use. That is why the Al aska
Suprene Court has said it is wunconstitutional. The Joint

Judiciary Conmmttee would probably be interested in know ng that
the legislature itself could delete "or through the initiative
process”, and it would not affect the rest of AS 17.38. It would
remove the wunconstitutional aspect of allowing and enticing
people to enter the initiative process, like is being done in
t he Kenai Peninsul a Borough

4:54:11 PM
TI MOTHY HALE, Butte, Al aska, said the onsite endorsenent is up
to the legislature to either make legal or illegal, which is the

consensus of people he has talked to. Intoxicated driving can be
an issue wth cannabis. He said the body netabolizes the
cannabinoids twice. The first is the one that is psychoactive
and the second is from what is stored in fat cells and that
metabolite is not psychoactive. It is pretty easy to determ ne
the difference with a blood test, and that needs to be taken
into consideration regarding inpaired driving.
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4:56: 15 PM

JOHN RANDALL, Anchorage, said he is retired and has been
regularly going to the Pot Luck Events Club for about 18 nonths.
There has never been any commerce there. It used to be that
folks that were growing crops or pronoting their strain would
bring sone to the club and give it to people, but it was never
in exchange for noney and never had anything to do with going
into the club and paying the cover charge. It is a private club
as far as he can tell, because a nenbership is required. People
no longer bring sanples, because it is not allowed now under
their licenses, "So it's a bring-your-own-bud kind of a club. |
bring something | grew or that | have, and | share it, and
that's the extent of what goes on there.”" He never asks if
anyone wants to buy his marijuana, and no one asks him to buy
it, it is just a safe place to consunme w thout fear.

4:58:21 PM

HEATHER THOVAS, Anchorage, said she is 22, and it is inportant
that her generation has a safe place to be social that is not
al cohol -centered. She does not |ike to drink, and our society
seens focused on alcohol. She |ikes having Pot Luck and thinks
it is a healthy and safe place for people coning into adulthood.

4:59:10 PM

UNI DENTI FI ED SPEAKER, Chugiak, said he was not planning on
testifying but when he heard the AG opinion, it occurred to him
that if all clubs are public, then every exotic club is probably
violating public nudity laws. (Chair LeDoux said that was an
interesting point.) As a long-tinme cancer patient and survivor
it is inportant that we do try to add sonething for nedical
needs. He said he has worked with many nedi cal people, and being
left out is a travesty.

5:00: 10 PM

PETER BARNES, Anchorage, said he has been a nenber of Pot Luck
since it was open, and he has never seen one fight there. "I"'ma
recovering alcoholic; | wused to drink in alnost every bar in
this town 20-odd years ago. | saw a fight in every one of them"
He said he got pulled over and went through treatnment nunerous
times, and after finding cannabis, he has been a successful
menber of society ever since. He said he owns a business and a
home and he is happily married. Regarding inpaired driving, he
said to ook at the nunmbers of DU stops |eaving Pot Luck since
it opened. "I don't think there's any." He added that, "W are
just sharing our products in there; nobody's selling anything.”
The owners are not selling anything—they' re just not. "W pride
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ourselves in following that rule; we really, really do, and we
condemm those that try to violate it." He voted for cannabis to
be | egal when he was 19, and now he is in his 60s. This is way
past due. He said he has nedical needs that cannabis helps,
including PTSD. He is a fornmer Marine, and private clubs I|ike
Pot Luck need to be all owed, he concl uded.

5:02: 27 PM

LEE HAYWOOD, Omer, Pot Luck Events, Anchorage, said he has
upwards of 6,000 applications and nenbership forns, which shows
the need for Pot Luck Events. "W" are fighting a ot of battles
in a lot of different directions, and [the owners of] Pot Luck
Events just wanted to provide a place where people could cone,
share their cannabis, "talk about what this is," start breaking
down sone of the social stigmas, educate people on the history
of cannabis, and introduce people to different types of strands.
"W provide nore than just walking in off the street and cone
snoking with us." He said that in over 18 nonths of operations,
there has not been one call to "the nuni." There have not been
any disruptions, and the club regulates itself. "W regulate
those people that need cannabis from a medical standpoint and
provide them a place to be able to Iink up with other folks that
are willing to share that cannabis.”" He said there have been
nunmer ous busi nesses that have conme into Pot Luck with the idea
of getting into this industry. He said Pot Luck tries to provide
a place for the black market to translate over into the green
mar ket and give them some business acunmen behind those ideas
that they may have.

MR. HAYWOCD said Pot Luck provides a place to be political. Ages
range from 21 to 87 for nenbers, and there is social and
econonmi ¢ diversity. A person can sit down in any circle and have
a conversation. There is the typical stoner next to sonmeone wth
an advanced |aw degree, and they are having a dialogue. "W
build a sense of community, and that's what we've been about
from the beginning." He said he used to work for the state as a
justice officer, and he is retired mlitary. "W are
professionals and we're trying to pronulgate this responsibly.”
He added that the Pot Luck wants to be regulated or maybe not,
dependi ng on what the |egislature decides, but it does not nake
any noney by selling marijuana. It does not happen there and it
is frowed upon, he explained. There are people who cone in
looking to buy it, but that's not what Pot Luck is about.
Regar di ng conments about being a public place, he said there are
no w ndows and everyone has to sign a nenbership form He said
the conpany is willing to restructure based on the AG opinion in
order to stay legal. The founder, Theresa Collins, 1is now
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battling stage 4 cancer. The stresses of this are enornous:
trying to build relationships and a sense of conmunity and
talking to politicians and then trying to conduct your day-to-

day life, like nmowing the lawn, for exanple. In this industry,
it has been said that one cannabis year is worth about seven
years of anyone else's life. The boxes he brought today of

menbership forns represent to him stories of people. There have
been many tines he wanted to throw the towel in, thinking that
the risk is not worth the reward. He said Pot Luck owners al ways
wanted to serve as the practicum for the city and state on "how
this can be introduced socially.” They have invited the
director, legislators, mayor, and assenbly nenbers to cone and
see what they do. Some have taken them up and are nmenbers of the
club. "W need this in order to nove forward. W' ve needed this
because we've had no infrastructure prior to (unclear)." The
groups have to cone together and talk at the 420 headquarters.

5:07:15 PM

REPRESENTATI VE M LLETT thanked M. Haywood for giving her a tour
of Pot Luck and explaining what it was all about. She said she
has encouraged all other legislators to visit before passing
j udgenent on any of the social clubs, because M. Haywood really
opened her eyes with the conversations and the things that she
saw. "I think everybody before they pass |aws or pass judgenent
on sonething, they should go down and see what it's all about.”
That is part of the due diligence that she has as a policy
maker, which is to fully understand what she is |egislating. She
said she is not the normal person, but M. Haywood wel coned her
with open arns and explained how things worked. She said she
appreci ates his openness and willingness to work with all wal ks
of life and nmake the case and help |egislators understand what
the concept is and what the idea was. She said she really did
not know what a social club was until talking to M. Haywood.

MR. HAYWOOD said the concept is to build a community and the
i ndustry.

5:08: 28 PM

There being no further business to conme before the commttee
Chair LeDoux adjourned the Joint Judiciary Committee neeting at
5:08 p.m
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