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ACTI ON NARRATI VE

3:22:38 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Committee neeting to order at 3:22 p.m Representatives LeDoux,
Tilton, Kito, Colver, Josephson, Hughes, and O son were present
at the call to order.

HB 123- ESTABLI SH MARI JUANA CONTRCL BQOARD

HOUSE L&C COW TTEE - 2- March 27, 2015



3:22: 52 PM

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

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

3:23:12 PM

CHAIR OLSON directed attention to three pending anendnents. He
stated that an objection to adopting the proposed conmttee
substitute (CS) for HB 123 was pendi ng.

3:23:48 PM

REPRESENTATI VE HUGHES renoved her objection. There being no
further objection, Version Wwas before the conmttee.

3:24:12 PM

REPRESENTATI VE HUGHES noved to adopt Anendnent 1, | abel ed,
29CGH1110\W 1, WMartin, 3/17/15, which read:

Page 5, line 20, follow ng "chapter":
| nsert "and AS 11.71"

Page 7, following line 15:

I nsert a new subsection to read:

"(c) The Al coholic Beverage Control Board may
carry out the functions of the board under AS 17.38 as
they existed on the day before the effective date of
this Act and continue and conplete the process for
adoption of regulations proposed but not adopted
before the effective date of this Act until nenbers of
the Marijuana Control Board are appointed by the
gover nor under AS 17.38.080(Dhb), as repealed and
reenacted by sec. 2 of this Act."
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Page 5, line 20, follow ng "chapter":
I nsert "and AS 11.71"

CHAI R OLSON obj ected for the purpose of discussion.
3:24: 35 PM

KONRAD JACKSON, Staff, Representative Kurt O son, Alaska State
Legi slature, on behalf of the comittee, stated Anmendnent 1

woul d make two changes to the bill. Amendnent 1 would add "AS
11.71" to page 5, line 20, to allow for prosecution of
controll ed substance statutes. On page 7, subsection (c) would

add | anguage to allow the Al coholic Beverage Control Board (ABC
Board) to carry out the functions of the proposed Marijuana
Control Board (MCB) to avoid a gap in service prior to the new
board bei ng establ i shed.

3:26: 04 PM

REPRESENTATI VE LEDOUX asked for further clarification of the
reason this was needed since the initiative indicated the
Al coholic Beverage Control Board (ABC Board) will adopt
regul ati ons.

MR. JACKSON said she was absolutely correct; however, assum ng
that HB 123 passes the legislature, the ABC Board' s authority
will cease and the Marijuana Control Board (MCB) will gain the
authority. In further response to Representative LeDoux, he
explained that Amendnment 1 would add AS 11.71, «controlled
substances to allow for prosecutions to occur.

3:29: 03 PM

CYNTHI A FRANKLI N, Executive Director, Al coholic Beverage Contro
Board (ABC Board), Departnment of Commerce, Community & Econom c
Devel opnent (DCCED), stated the provisions for enforcenent of
the crimnally punishable provisions of this chapter were
witten into HB 123 at the tine when the crine bill contenpl ated
crimnally punishable offenses for marijuana crines in AS 17.
These provisions would be simlar to the crimnally punishable
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of fenses for alcohol crimes reflected in [AS] 04. However, the
crime bill reverted back to a structure in which the marijuana
offenses remain in the controlled substances act. She descri bed
the lawful activities around comercial marijuana as a "carve
out" to the marijuana crines. She said it was inperative that

the enforcenent staff of the boards have full authority to
enforcenment rmarijuana crines. Wthout this provision, the
enforcenent officer would be limted to enforcing rules for

licensees, but it would not have authority for those violating
the law by starting commercial marijuana activities wthout the
appropriate |icenses. She enphasized that it's inportant that
enforcenment officers have authority over anyone who purports to
start a commercial establishment but has not obtained the
license to do so.

3:31: 04 PM

REPRESENTATI VE LEDOUX asked what would happen if the direction
changed agai n.

M5. FRANKLIN said the |anguage being added to this bill provides
specific authority to enforce marijuana crinmes in AS 11.71. She
suggested that if the crinme bill, HB 79/SB 30, reverted to one
of its previous fornms and nmarijuana was renoved from the
Controlled Substances Act, this Ilanguage would not harm
anyt hi ng. She suggested that it would provide extra authority
for enforcenent officers to enforce Controlled Substances Act
crines. Further, enforcenent officers were given specia

comm ssions by the Departnent of Public Safety's comm ssioner
that typically match the statutory authority and purpose. No
matter which bill passes, this attenpts to ensure that the
officers have the necessary authority to work enforcenent
agai nst the marijuana bl ack market. She offered her belief that
this will be fine, that it will be great if the crinmes are as
easily wunderstandable as the crinmes surrounding alcohol are.

She explained that the Alcoholic Beverage Control Board (ABC
Board) released a "prelimnary considerations” docunent on
February 12, 2015, specifying that the board supports having all

the crinmes listed in one Act. The ABC Board would favor that
approach; however, the language in Amendnent 1 wll not cause
pr obl ens.
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3:33: 57 PM

REPRESENTATI VE COLVER expressed concern that the |anguage in
Amendnent 1 that adds AS 11.71 was too broad. He said that this
would turn the board and its enforcenment officer into a quasi-
| aw enforcenent agency with "super powers." Further, he was
concerned about the cost and would much prefer to have troopers
and other |aw enforcenment pursue crines. He suggested that the
agency could do the investigation, but allow police officers to
pursue the crines. He suggested that the commttee delete this
portion of Anmendnent 1 and allow the House Judiciary Standing

Comm ttee an opportunity to consider it. He was not sure that
it would be relevant as the bill noves to different commttees.
3:35:28 PM

REPRESENTATI VE COLVER made a notion to adopt Anendnent 1 to
Amendnent 1 to strike "Insert "and AS 11.71".

CHAI R OLSON suggested the next bill noves to the House Judiciary
St andi ng Comm ttee.

3:36: 03 PM

REPRESENTATI VE LEDOUX clarified that a vote to support Amendnent
1 doesn't nmean the House Judiciary Standing Committee will not
reach a different conclusion.

3:36:31 PM

REPRESENTATI VE JOSEPHSON offered his recollection that the
pur pose of Anendnent 1 was to have parity and a parallel between
the alcohol ©provisions and enforcement powers for nmarijuana
control

M5. FRANKLI N answered yes.

3:37:28 PM
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REPRESENTATI VE JOSEPHSON recall ed one approach was to take the
Al coholic Beverage Control Board statutes, "scrub out" and
rebuild the framework to apply to marijuana. Anot her approach
would be to | eave everything in place, and "carve out"” what the
initiative called for. He asked whether that was basically
correct.

M5. FRANKLI N answered rather than use the rather the term "scrub
out" she suggested that SB 30/HB 79 was identifying every
section where alcohol appears and adding "marijuana" so a
significant nunber of titles were affected. Further, it renoved
marijuana from the ~controlled substances and instead the
proposed statutes treated marijuana as a regulated substance.
This parallels the regulation of alcohol, such that the crines
around al cohol are in AS 04, as well as having regulations and
comercialized activities. She recalled that Representative
LeDoux referred to a previous version of SB 30/HB 79 that
creates a series of crinmes in AS 17 that identify m sconduct
involving marijuana. She reiterated that the Al coholic Beverage
Control Board (ABC Board) had expressed its approval for the
f or egoi ng appr oach.

3:39: 07 PM

REPRESENTATI VE JOSEPHSON referred to page 5, line 18, and said
that whatever was left in ternms of marijuana crimnality would
be enforceable by the Alcoholic Beverage Control Board (ABC
Board). He offered his belief that including AS 11.71 will mean
that the legislature is adopting the controlled substance
| anguage rather than regul ated | anguage. He asked whether this
would fall nore on the crimnal side than the non-crimnal
infraction side.

M5. FRANKLIN responded that there are many crines related to
al cohol that are m sdeneanors and felonies, which are located in
AS 04. Wen the ABC Board's enforcenent officers, who are peace
of ficers commi ssioned by DPS, are enforcing crinmes, they are

acting as |law enforcenent officers. This helps to ensure that
no comercial alcohol establishments crop up that are not
regulated by the board. She stated that AS 17.38 [the

initiative] as passed by the voters, it grants the Alcoholic
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Beverage Control Board (ABC Board) or Marijuana Control Board
(MCB) the authority to make rules, but it doesn't grant any
enforcenent powers. She said the aforenentioned |anguage
doesn't reference AS 04, but the language is "lifted" directly
fromAS 04, and it attenpts to mrror the enforcenent powers for
marijuana that the ABC Board has for al cohol

M5. FRANKLI N el aborated that the reason to request this | anguage
was because the board could only enforce rules on those |icensed
by the board, but not for businesses who avoid licensure and
sinply open a business. She advised that the board already
receives calls on operating marijuana businesses, but the ABC
Board does not have the ability to have officers investigate
potential violations of marijuana per AS 17.38. However, the
ABC Board has the authority to nmke the rules. Therefore
Amendrment 1 attenpts to acknow edge that not all crines related
to marijuana pertain to AS 17. In fact, in CSSB 30(FI N none of
the crimes around marijuana were in AS 17, but pertained to
civil penalties for |licensee violations, or those already
licensed not followng the rules, yet none of the crines for
opening a business without a license would be reflected in AS
17. Therefore the enforcenent officers who may be the |ogical
first choice to begin an investigation would not have the
statutory authority to do so.

3:43: 02 PM

The commttee took an at-ease from3:43 p.m to 3:50 p. m

3:50: 18 PM

MR. JACKSON read Conceptual Amendnent 1 to Anendnent 1 offered
by Representative Colver, to delete lines 1 and 2 from Arendnent
1.

3:50: 40 PM

CHAI R OLSON asked for the ABC Board's comments.

M5. FRANKLIN responded that the absence of the ability to
enforce crine related to marijuana in the Controlled Substances
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Act in AS 11.71 could result in board enforcement that cannot

effectively control and regulate the black nmarket. She said
this was one of provisions in the mssion statenment in
inplementing the wvoter's initiative, which is to I|imt
commercial marijuana operations. She offered that the board
woul d be concerned that if there were not any [references”] in
AS 17, it will not give enforcenment officers the ability to shut

down bl ack market operators.
3:52:09 PM

CHAIR OLSON related his understanding that [ Concept ual ]
Amendnent to Amendnment 1 would gut the anmendnment and the bill
He asked whether that would be an oversinplification.

REPRESENTATI VE COLVER i nterjected yes.

M5. FRANKLI N answered that the anmendnent would severely curtai
the ability of the board to effectively regulate the [marijuana]
substance and woul d nmekes the |aw conpletely different from the
way that alcohol is regulated by not allow ng enforcenent of
illegal operators.

3:52: 38 PM

REPRESENTATI VE LEDOUX said the conmttee does not know the final
provisions of the marijuana crinme bill [SB 30/HB 79] in its
final permutation. She suggested that at sone point [l|anguage
m ght be added to HB 123 that allows] enforcenent for crimnally
puni shabl e provisions of this chapter or of any other chapter
which crimnalizes nmarijuana. She asked what effect the
f oregoi ng | anguage woul d do.

MS5. FRANKLIN answered that would have the sanme effect as
referencing AS 11.71.

3:53:37 PM

REPRESENTATI VE LEDOUX suggested it may have the sanme effect, but
it would not allow the board to enforce agai nst anything el se.
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M5. FRANKLIN agreed it would limt enforcenment to rmarijuana
crimes.

3:54: 00 PM

REPRESENTATI VE LEDOUX asked whether it makes any difference if a

person is charged with a crime if marijuana was listed as a
controlled substance or not, as long as crines are associated
with the activity. In other words, the |anguage of the
initiative that states "notw thstanding” anything else, but
"else" could anended so that marijuana is still considered a
controlled substance but the penalties are reduced or
el i m nat ed. She suggested that alcohol was regulated yet the

agency is called the Alcoholic Beverage Control Board (ABC
Board) .

MS. FRANKLIN answered that it does make a big difference. She
stated that as a controlled substance, the substance itself is
declared to be illegal. The Controlled Substances Act defines
illegal substances in Alaska; however, regulated substance wth
crinmes defines the conduct around the substance that illegal
For exanple, alcohol is not considered an illegal substance, but
it isillegal to furnish alcohol to a mnor. Thus the crine is
t he conduct surrounding the substance, not the substance itself.
She offered her belief that by taking marijuana out of the
Control |l ed Substances Act, it becones a regul ated substance Ilike
al cohol and it ceases to be an illegal substance.

M5. FRANKLIN stated that the practical differences were not in
the person charged with the crime, since what matters nost to
individuals is the level of crine the person is being charged
W t h. By reducing the penalties, it would have the sane effect
for the person charged; however, what nmakes it difficult is to
have one substance, nmarijuana, be controlled and regul ated, and

legal and illegal, since it wll <create confusion for |[|aw
enforcenment and the public in ternms of what is allowed regarding
t he substance. For exanple, not everyone knows what is illegal,
but people know they can't do whatever they want to do. The

crimes for alcohol are found in one place and the Alcoholic
Beverage Control Board (ABC Board) and its staff becone de facto
experts on what is and isn't allowed with regard to al cohol
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She enphasi zed this was the key to keeping the public safe, such
as keeping marijuana out of the hands of mnors and to keep the
public informed on rules pertaining to al cohol. The ABC Board
and staff can help educate everyone else in the state.
Certainly she appreciated the sentinment that it would be nice
for law enforcenment officers to lead the charge on nmarijuana,
but the sinple fact is that those |aw enforcenent officers have
rapes, murders and donestic violence crines to investigate and
pursue and rnust develop priorities, but enforcenent of the rules
for marijuana would be the priority of Marijuana Control Board
(MCB)

3:58:51 PM

REPRESENTATI VE LEDOUX asked whether the ABC Board has authority
to make crimnal laws with respect to alcohol or if it only
enforces crimnal |laws that the |egislature has enacted.

M5. FRANKLIN answered that the crines are defined in statutes
and the regulations help interpret the conduct around I|icensed
activities. She said that crines for alcohol apply to |icensees
and sonme to unlicensed persons, under AS 04.16.051, which
pertains to furnishing alcohol to a mnor by a person who is not
| i censed. The ABC enforcenent officers have the authority to
wite tickets to neet the mssion of preventing diversion of
al cohol to underage persons. She reiterated that the authority
to cite unlicensed activities was mssing in AS 17. 38.

4:00: 38 PM

REPRESENTATI VE JOSEPHSON sai d t here are f el oni es and
m sdeneanors in AS 04. He asked for further clarification on
whet her she was saying that the conmttee should be confortable
with a conparable subsection in HB 123 that references AS 11.71
due to the parallel

M5. FRANKLI N answered yes; that the board would be working in AS
11.71 to enforce marijuana in the black nmarket whereas in AS 04
all the crinmes related to alcohol are located wthin the sane
title.
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4:01: 47 PM

REPRESENTATI VE JOSEPHSON asked whether Anendnent 1 would open
the door to controlled |[|anguage under AS 11.71; vyet he
understood that the ABC board would prefer marijuana not be both
a controll ed substance and a regul at ed subst ance.

M5. FRANKLI N answered that the portion of Anendnent 1 related to
AS 11.71 was in response to the concern that the session would
end with marijuana crines only being included in AS 11.71. She
said she was equally confortable with Representative LeDoux's
| anguage that the board would have enforcenent authority over
any crimnally punishable provisions of this chapter or any
other crimnally punishable provisions of crines involving

mari j uana. This would be different than the |anguage in
Amendrent 1 adding the reference to AS 11.71, since that statute
refers to the entire Controlled Substances Act. The idea was

not to expand the board's authority over any other substances,
but to enconpass all marijuana crinmes in the board's authority
So when marijuana activity is encountered that the enforcenent
staff have the ability work on that activity. She offered her
belief that inserting AS 11.71 language is the response to
ensure that the authority exists to dimnish the narket for
mar i j uana and does not represent a preference.

4:03:59 PM

REPRESENTATI VE JOSEPHSON expressed concern that referencing AS
11.71 creates flags since some things will be |egal under the
initiative.

4:04:41 PM

M5. FRANKLI N shared the sanme concern. She related a scenario in
whi ch HB 123 passed the l|legislature, but the crine bill did not.
The current statutory framework for anyone engaged in marijuana
activities but not licensed by the board would exist in AS
11. 71. She reiterated that her concern was to ensure that if
the legislature creates a Marijuana Control Board (MCB), it has
enforcenent authority conparable to the enforcenent authority
for alcohol. The purpose of Amendnent 1 was to help acconplish
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that, but she understood the concern about overreach; however,
if the Marijuana Control Board (MCB)'s enforcenent activities
are limted to AS 17.38 and no crinmes are listed in AS 17, then
guestions arise as to whether the enforcenment officers have
authority to enforce any marijuana crines.

4:06:40 PM

KATHLEEN FREDERI CK, Chief Administrative Law Judge, Ofice of
Adm ni strative Hearings (QAH) , di scussed the Ofice of
Adm ni strative Hearings' (QAH) involvenent. She stated that one
of the fornulations was for OAH to conduct hearings on |icensing
denial s and appeal s. The OAH subsequently submitted a fiscal
note and depending upon the bill's outcone, if the OAH conducts
hearings, it charges for that service. She explained the fiscal
note was based on the current charges to the Al coholic Beverage
Control Board (ABC Board) and an estimate of hearings based on
Washi ngton State's experiences with its marijuana program

CHAIR OLSON asked to return to consider [Conceptual Anmendnent 1
to Amendnent 1.

4:07:51 PM

REPRESENTATI VE COLVER sai d he thought the debate was hel pful to
focus in on the controlled substance under AS 11.71. He felt
the commttee needed to decide the duties and function of the
boar d. He offered his belief that their function is to issue
licenses and enforce |icensees. He asked whether this function
was so broad that the Marijuana Control Board (MCB) enforcenent
officers should take on the role of another |aw enforcenent
agency simlar to a Bureau of Alcohol, Tobacco, Firearns and
Expl osive. He was unsure of the costs, but he offered that the
state has a good crimnal justice system in place. H s
i npression was that the state was replicating the ABC Board, but
in referencing the controlled substances [under AS 11.71] wth
broad undefined powers, he was unsure of the breadth of the
MCB' s enforcenment powers. He expressed concern about how many
plants were legal for residences or if residential activity
woul d be investigated and prosecuted for comrercial activity if
the individuals had 13 plants grow ng. He suggested nenbers
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should have a policy discussion to deternmine the role and
enf orcenent aspects. He suggested the House Judiciary Standing
Commttee can look at these issues and the ramfications of
referencing AS 11.71, wor if the approach should be to
decrimnalize marijuana. He had further concerns about grow ng
a bigger agency that the state cannot afford and duplicating | aw
enf or cenment . He suggested that the [MCB] agency could conduct
the investigation, develop the finding of fact and have existing
| aw enforcenment enforce the activities to avoid duplication of
servi ces.

4:10: 40 PM

CHAI R OLSON suggested it would have been helpful to have one

bill since it could evolve into a "train weck”" with only half
of the necessary bills passing this session wthout the other
hal f. He was unsure about the cohesiveness of the overall

program si nce several bills exist.
4:11:12 PM

REPRESENTATI VE LEDOUX offered her belief that it was appropriate
for the rmarijuana control board to conduct enf or cenent
activities simlar to the ABC Board enforces al cohol |aws. She
suggested that instead of referencing AS 11.71

4:11: 50 PM

CHAI R OLSON rem nded nenbers a notion was on the table.

4:12: 08 PM

A roll <call vote was taken. Representatives Colver and
Josephson voted in favor of Conceptual Anendnment 1 to Anmendnent
1. Representatives Tilton, Kito, Hughes, LeDoux, and d son

voted against it. Therefore, Conceptual Amendnment to Anendnent
1 failed by a vote of 2-5.

4:13:15 PM

The conmttee took an at-ease from4:13 p.m to 4:17 p. m
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4:17:54 PM

REPRESENTATI VE LEDOUX noved to adopt Conceptual Amendnent 2 to
Amendnent 1.

CHAI R OLSON obj ected for the purpose of discussion.

4:18: 31 PM

REPRESENTATI VE LEDOUX expl ai ned Conceptual Anmendnent 2 to
Amendnent 1. Since it was uncertain whether marijuana crines
would be subject to controlled substances that instead of
referring to AS 11.71, she suggested changing the |anguage to
"or any other chapter referencing marijuana crines."

4:19: 01 PM

CHAI R OLSON commented that it nade sense to him

M5. FRANKLI N agreed it would work better.

4:19:21 PM

CHAIR OLSON renoved his objection to Conceptual Amendnent 2 to
Amendnent 1. There being no further objection, Conceptual
Amrendnent 2 to Anmendnent 1 was adopt ed.

4:19:52 PM

CHAIR OLSON stated that Conceptual Amendnment 1 was before the
comm ttee.

4:20: 09 PM

REPRESENTATI VE COLVER suggested that additional |anguage could
be added in the House Judiciary Standing Commttee. He
suggested adding "under the jurisdiction of this board" to the
| anguage "or any other chapter referencing nmarijuana crimnes”
[j ust adopted as Conceptual Anmendnent 1 to Amendnent 1].
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REPRESENTATI VE LEDOUX responded that [Conceptual Amendnment 1 to
Amendnent 1] was crafted "on the fly" and the bill wll be
considered in the next conmttee of referral.

4:20: 44 PM
CHAI R OLSON renoved his objection to Anendnent 1.

There being no further objection, Amendnent 1, as anended, was
adopt ed.

4:21: 04 PM

REPRESENTATI VE HUGHES noved to adopt Anmendnment 2, |abeled 29-
GH1110\W 2, Martin, 3/17/15, which read:

Page 3, line 21:
Del ete "an area of human habitation”
Insert "a comunity"

CHAI R OLSON obj ected for the purpose of discussion.
4:21:23 PM

MR. JACKSON explained Amendnent 2 was drafted in response to
guestions people had on the definition of "an area of human
habi tation" and replaced it with "a comunity" since that seened
to be nore appropriate.

4:22:19 PM

REPRESENTATI VE LEDOUX asked for clarification on the definition
of rural and whether a city of 6,000 or less that falls within a
borough with nore than 6,000 woul d be considered rural.

V. FRANKLI N answered that under  al cohol regulations a
muni cipality or established village that falls wthin the
bor ough woul d be consi dered separate for the purpose of defining
popul ati on. She said a comunity under 6,000 with a boundary
woul d be considered rural.
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4:24:22 PM

REPRESENTATI VE LEDOUX asked whether she was aware of any such
comruni ti es.

M5. FRANKLIN answered that she did not inmediately recall any,
but it doesn't nmean these communities don't exist, since she
hasn't been the executive director for a long tine. She was
aware of established villages within the boroughs and provisions
in [AS] 4 that allow the comunity to draw the boundary around
itself to be an established village for purposes of [alcohol
control] under Title 4.

4:25:19 PM
CHAI R OLSON suggested that the City of Houston would apply.

REPRESENTATI VE KI TO suggested that the Gty of Palnmer falls
within the Mat-Su Borough, and he was unsure if it constitutes a
rural community. In addition sonme communities within the Lake
and Peni nsul a Borough are snaller than 6,000 would be consi dered
rural .

CHAIR OLSON suggested that the topic could be addressed in the
next conmttee of referral.

REPRESENTATI VE  HUGHES  expressed her concern about t he
communities that are considered as rural and hoped that the
House Judiciary Standing Conmittee will further consider it to
fulfill the intent of "rural" and other statutes may address it.
She suggested that the Cty of Houston and Pal mer may be cl ose
to those figures. She reiterated that the definition should be
fixed.

4:26:59 PM

CHAIR COLSON renoved his objection. There being no further
obj ection, Anendnent 2 was adopt ed.

4:27:24 PM
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REPRESENTATI VE JOSEPHSON noved to adopt Conceptual Anendnment 3
| abel ed 29-GH1110\W 3, Martin, 3/20/15, which read as foll ows:

Page 7, lines 3 - b&:

Del et e "instead appoi nt t wo per sons W th
experience in the alcohol retail or whol esal e
busi ness. The  governor shal | appoi nt the two

individuals to serve the term of two years under
(a)(2) of this section”
I nsert "consider a person's
(1) understanding of the marijuana industry;
(2) business experience; and
(3) background in regulatory conpliance or
rul emaki ng"

4:27:34 PM

REPRESENTATI VE JOSEPHSON began by stating that he was a "no"
vote on the marijuana initiative. He also told voters he would
be voting against it and he would probably vote no again. He
expressed concern with Section 8 [pages 6-7] since it preenpts
peopl e know edgeabl e about the industry to serve on the board

He was unsure that the skills derived from working in the
al cohol industry provided skills conpatible to the marijuana
i ndustry. Section 8, Version W turns the Marijuana Control
Board (MCB) into a second ABC Board by requiring the two
industry seats be filled by people from the alcohol industry.

He suggested that this wll undermne the entire purpose for
creating a separate MCB. Sonme would argue that this wll be
cured in tw to three years, but that cure will happen after

regul ations are witten, which he found to be probl ematic.

REPRESENTATI VE JOSEPHSON suggested this wuld be the only
industry board in Alaska in which no nenber is required to have
any experience or understanding of the industry, in which sone
say will be a conmpeting industry. 1In addition, not only are the
industries very different from one another, but page 4 states
that "The board shall control the cultivation, manufacture,
possession ...." He suggested that these powers and duties
speak to the need to understand the value added portions. He
found the concept of edibles was sonething he was unsure he
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gr asped. He argued that there was nothing inherently valuable
in having experience with the al cohol industry. For exanple, he
suggested a person could have experience wth the alcohol
i ndustry w thout having any relevant skills for hel ping devel op
good industry regulations. In fact, they could have worked on a
| oadi ng dock or wholesale and mnmight not wunderstand anything
about what's happening "on the ground" to customers or how to

keep mnors safe. He suggested that Section 8 will |imt the
board with the appointnments to the Marijuana Control Board
(MCB) . The central question was what criteria to use for board

menbers to ensure they are best suited to assist in the
regul atory process during the formative period since Al aska does
not currently have a legitimte marijuana industry.

4:31: 03 PM

REPRESENTATI VE JOSEPHSON turned to Anmendnment 3 and said that
this anmendnment has a cunulative test, which would evaluate al
three criteria, including sonme understanding of the marijuana
i ndustry, business expertise, and a background in regulatory
conpliance or rulemaking. He suggested that adding the criteria
would help ensure that the Marijuana Control Board (MCB) wll
not consist of menbers with broad experience in the alcohol
i ndustry. He suggested that Amendnent 3 would address the core
concerns, including that sonmeone wuld have a regulatory
background, it could expand the pool of potential appointees,
and it would also allow the governor to choose soneone from the
al cohol industry. It would also give flexibility in appointnment
process. He acknow edged that people could |earn about the
i ndustry through travel, reading, and the Internet without being
| awbr eakers or residents of Col orado or Washi ngton.

4:32:54 PM

REPRESENTATI VE = COLVER suggested that everyone has been
struggling with the qualifications for the proposed MCB. He
agreed with the intent. He suggested inserting "agriculture"

after industry as another qualification.

4:33:29 PM
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REPRESENTATI VE LEDQOUX shar ed Representati ve Josephson' s

concerns. She acknow edged that the next commttee wll be
seriously considering this bill and the issues raised.
4:33: 58 PM

The commttee took an at-ease from4:33 p.m to 4:35 p. m
4:35:40 PM

REPRESENTATI VE COLVER noved Conceptual Amendnent 1 to Amendnent
3, [l abel ed Anmendnent to Amendnent, Version W3], which read,

On line 6 after "marijuana" insert "or agriculture.”
CHAI R OLSON obj ected for purpose of discussion.

REPRESENTATI VE CCOLVER referred to the qualifications in (a)(2)
of HB 123. He further referred to Arendnent 3, |lines 6-8, which
read:

(1) understanding of the marijuana industry;

(2) business experience; and

(3) background in regul atory conpliance or rul emaki ng"

REPRESENTATI VE CCOLVER stated that Conceptual Anmendnent 1 to
Amendnent 3, on line 6, [paragraph] (1), follow ng "marijuana"
insert "or agriculture".

4:36: 33 PM

M5. FRANKLIN said some individuals have already identified
t henmsel ves as know edgeable and they could be good candi dates
for [the proposed MCB] based on t he af orenenti oned
qual i fications. She deferred to the conmttee. She under st ood
the concerns Representative Kito raised [earlier] and the reason
for the change in the first place; however, not everyone who has
information on this substance and has business experience is
necessarily a crimnal operator. She suggested that was the
original concern

4:37:38 PM
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REPRESENTATI VE HUGHES appreci ated the concern. She recalled the
Chair of the House Judiciary Standing Conmttee has agreed this
needs to be discussed and it needs to be vetted. She
acknowl edged that soneone w th pharmaceutical experience or a
| aboratory background m ght be wuseful. She appreciated the
i mportance of a regulatory background or rul emaking since this
process wll be intense. She appreciated the discussion;
however, she said she would not support [Conceptual 1 Anendnent]
since the House Judiciary Standing Commttee Chair plans to work
on it further in the next commttee of referral.

4:38:39 PM
CHAI R OLSON mai nt ai ned hi s obj ecti on.

A roll call vote was taken. Representative Colver voted in
favor of Conceptual Amendnent 1 to Amendnent 3. Representatives
LeDoux, Tilton, Kito, Josephson, Hughes, and O son voted agai nst
it. Therefore, Conceptual Amendnent 1 to Amendnent 3 failed by
a vote of 1-6.

4:39:38 PM
CHAIR OLSON directed attention to Arendnent 3.

REPRESENTATI VE HUGHES renmarked that her earlier comrents also
applied to Anendnent 3.

4:40: 01 PM

CHAIR OLSON added that soneone truly qualified wth marijuana
experience in Al aska would likely have been engaged in illegal
activities or have recently arrived from Washi ngton or Col orado.
He suggested that sone board nenbers m ght be selected for other
reasons that mght enhance the industry in ways the |egislature
can't envision yet since nost nenbers are not know edgeabl e
about the industry. He preferred to l|eave the board
qualifications to the next commnttee of referral to consider.
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REPRESENTATI VE LEDOUX affirmed that the House Judiciary Standing

Commttee will consider the issues. She offered her belief that
under the Ravin decision [Ravin v. State, 537 P.2d 494 (Al aska
1975)], people were allowed to grow a certain anmount of

marijuana in their honmes so experience in growing mght not nean
the individuals were involved in felonious activities.

4:41: 39 PM

CHAIR OLSON said he stood corrected, but pointed out that
growing marijuana for personal use would not be considered an
industry. In response to a question, he indicated he neant that
people may have other notives the conmttee wasn't aware of
since nmenbers are not famliar with the industry.

4:42:21 PM

REPRESENTATI VE JOSEPHSON, speaking to Amendnent 3, stated that a
person could study Swahili in Anchorage, never having been to
East Africa and not know anything about East African culture

but still have sonme val ue. He declared that people can |earn
subst anti al i nformation from books, conmuni cat i ons, and
i nteractions. He suggested that nenbers of the advocacy group
shoul d have a powerful role in this process, which he viewed as
show ng respect to the voters.

4:43: 34 PM

CHAI R OLSON pointed out that within two years, there will be a
new board that wll consist of individuals with a broader
experi ence.

4:43: 54 PM

REPRESENTATI VE COLVER stated that Amendnent 3 was an inprovenent
since it adds business experience and regulatory conpliance. He
suggested that college students or people in graduate school
could be learning about the marijuana industry from states who
regulate it such as Col orado. He suggested sonme could be
Al askan residents. He viewed Anendnent 3 as an inprovenent.
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4:44: 50 PM

CHAIR OLSON recalled that the marijuana initiative suggested the
marijuana industry be regulated |ike the al cohol industry.

4:45:15 PM

REPRESENTATI VE HUGHES suggested as it goes to next comittee
it's inportant to keep in mnd how the marijuana industry could
be regulated like alcohol if the potential board nenbers are not
famliar with how the al cohol industry is regulated so it could
be better to have soneone who has been under the regul ations as
part of the deci sion-nmaking process.

4:45:40 PM

CHAIR OLSON recalled that several vyears ago the Alcoholic
Beverage Control Board (ABC Board) was under Departnent of
Public Safety, but was relocated to the Departnment of Comrerce,
Community & Econom c Developnent (DCCED) to nmake the agency
"nore friendly."

CHAI R OLSON mai nt ai ned his objection to Armendnent 3, as anended.

4. 46: 25 PM
A roll <call vote was taken. Representatives Colver and
Josephson voted in favor of Anmendment 3. Represent ati ves

Hughes, LeDoux, Tilton, Kito, and Jdson voted against it.
Therefore, Amendnent 3 failed by a vote of 2-5.

4:47:11 PM

CHAIR OLSON comented that he appreciated Representative
Josephson bringing the foregoing anmendnent forward since it has
created an interesting discussion on the issue.

4:47:28 PM

REPRESENTATI VE LEDOUX said she shared sone of Representative
Josephson's concerns so she would | ook forward to his advice and
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suggestions as this bill is considered in the next conmttee of
referral

4:48: 22 PM

REPRESENTATI VE LEDOUX referred to page 5, proposed AS 17.38. 085,
and to the long discussion on AS 11.71. She noticed that the
board can enforce crimnally-punishable laws and regulations
[ page 5, lines 21-24], which read, "investigation of violations
of 23 laws against prostitution and sex trafficking described in
AS 11.66.100 - 11.66.135 24 and | aws agai nst ganbling, pronoting
ganbling, and related offenses described in 25 AS 11.66.200 -
11.66.280." She asked for further clarification.

M5. FRANKLIN answered that the |anguage contained in this
provision mrrored provisions in the existing Al coholic Beverage
Control Board's (ABC Board) statutes. She explained when
enforcement officers are in the field enforcing alcohol
statutes, and are working under limted comm ssion as previously
di scussed to enforce alcohol crinmes, but encounter other crines
being commtted, such as a ganbling or a prostitution den, that

they can take action. Oten these types of offenses occur
t oget her. Again, this provision mrrors AS 04, related to
al cohol, as part of the enforcenent effort on marijuana, to have
the authority to enforce laws for illegal operations of alcohol,
ganbling, and prostitution. Al though discussions were held when
this | anguage was added to the bill, the state does not yet know
what the industry |looks like or what types of illegal activities
around marijuana mght consist of, she said. She acknow edged
that marijuana exists in Alaska and that illegal activities have
occurr ed. She related a scenario in which an illegal marijuana
club was operating and enforcenent officers entered to enforce
marijuana crinmes on people illegally running a marijuana club,
observed other crimes being commtted specific to AS 11. She

enphasi zed that the marijuana enforcenent officers would need to
have sane ability to enforce all crimnal activities occurring
inthat illegal setting.

4:52:15 PM
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REPRESENTATI VE LEDOUX indicated she had several questions.
First, the language doesn't seem to indicate this activity was

ancil l ary. Second, she related her understanding that it was
l[imted to the specific things in AS 11.66, but it seened to be
broader. She read [page 5, lines 20-21], the phrase " ... other
crimnally punishable laws and regulations including ...." She

offered her belief that |anguage doesn't seem limted, but
instead that marijuana enforcenent officers could enforce just
about anyt hi ng. She asked whether this |anguage parallels the
new Title 4 [AS 04], which is not yet |aw or existing statute.

4:53:21 PM

M5. FRANKLIN explained that this |anguage has been current
| anguage in AS 04 since 1980. She affirmed the law was witten
in 1980, and was anended in 1999 and 2012. She acknow edged
that the | anguage was fairly general. She rem nded nenbers that
the Alcoholic Beverage Control Board (ABC Board) consists of
five officers statewwde who work on all alcoholic crines
pertaining to the 1,875 liquor |icenses. She understood the
commttee's concerns that these officers will be granted broad
powers, but the practical matter is that these officers can
barely keep up with duties pertaining to the alcohol industry.
These provisions were intentionally placed in the alcohol
enforcenment section to allow enforcenent of other activities.
She reported significant problens exist in Anchorage involving
illegal night clubs, which are not licensed to operate, but are

essentially a black market for alcohol. When enfor cenent
officers enter illegal night clubs, they occasionally find
illegal ganmbling and prostitution operations. She suggested
that this language allows enforcenent officers who are

conducting activities related to their mssion to shut down
illegal alcohol operations, that they have authority to take
action on illegal ganmbling and prostitution.

M5. FRANKLIN indicated there was absolutely no evidence that
this broad power has been abused by the ABC Board's enforcenent

of ficers. Instead, it was designed to prevent |aw enforcenent
officers fromignoring illegal acts because they don't have the
authority to enforce. She enphasized that this provision was

designed to ensure that if enforcenent officers are shutting

HOUSE L&C COW TTEE - 25- March 27, 2015



down illegal nmarijuana operations, and an enforcement officer
observed other activities then they will have the authority to
address that conduct.

4:56:41 PM

REPRESENTATI VE LEDOUX understood, but she wondered if the
| anguage needs to be tightened up to address those situations in
this provision, but also in AS 04.

4:57:01 PM

REPRESENTATI VE LEDOUX, wth respect to this broad |anguage,
asked why it was necessary to discuss AS 11.71 since it seened
as though the language "other crimnally punishable |aws and
regul ati ons"” shoul d cover the enforcenent.

M5. FRANKLIN answered that the reason the board asked for
speci fic | anguage was to have this discussion about enforcenent

authority. She spoke to the Departnent of Law about the
foregoing |anguage, "other crimnally punishable |aws and
regul ati ons”™ and while the agency could argue that it gives the
enforcenment officers broader authority over all kinds of

activities, the agency really doesn't want to be in that
position, but to be in the position in which the mssion was
clear and the enforcenent duties are clear. She suggested that
the board would rather have an express discussion about the
expectation for enforcenment duties than to rely on the foregoing
| anguage. She agreed that even though this | anguage has been in
statute for many years, that the enforcenent officers have nuch
broader authority; however, she suggested that it is better for
things to be clearly defined [in statute] and to have
di scussi ons.

4:58: 56 PM
CHAI R OLSON renoved his objection.

4:59:15 PM
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REPRESENTATI VE HUGHES noved to report the proposed comittee
substitute (CS) for HB 123, |abeled 29-GH1110\W Martin,
3/ 14/ 15, as anended, out of commttee wth individual
recommendati ons and t he acconpanying fiscal notes.

4:59:32 PM

REPRESENTATI VE COLVER asked to comment. He said he hoped the
House Judiciary Standing Conmttee would fix the | oose |anguage.
He offered his belief that this bill noves farther from
regulating marijuana |ike alcohol to regulating every other
crinme. He suggested that the focus should be narrowed.

REPRESENTATI VE LEDOUX said that the House Judiciary Standing
Commttee will be considering [law enforcenment authority and

scope of duties].

There being no further objection, the CSHB 123(L&C) was reported
fromthe House Labor and Commerce Standing Comm ttee.

CHAIR OLSON commented that it was the w shes of the people who
drafted the initiative that there be sonme regulation nodeled
after the Al coholic Beverage Control Board (ABC Board).

5:00: 36 PM

ADJ QURNVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmittee neeting was adjourned at
5:00 p. m

HOUSE L&C COW TTEE -27- March 27, 2015



