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Juneau, Al aska
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JOE HARDENBROOK, Special Assi stant
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JAMVES BARRETT, representing hinself
Juneau, Al aska
PCSI TI ON STATEMENT: Testified in support of HB 75.

ACTI ON NARRATI VE

3:32:25 PM

CHAIR CLICK BISHOP called the Senate Community and Regional
Affairs Standing Commttee neeting to order at 3:32 p.m Present
at the call to order were Senators Egan, Stedman, Hoffrman, and
Chai r Bi shop.

HB 146- MUNI Cl PAL TAX EXEMPTI ON

3:34:23 PM
CHAIR BISHOP announced the consideration of HB 146. [CSHB
146( CRA) was before the commttee.]

3:34:33 PM
TERRY HARVEY, Staff, Representative Cathy Minoz, Alaska State
Legi sl ature, Juneau, Al aska, explained that HB 146 will provide

a tax exenption incentive for housing as foll ows:

HB 146 will give nunicipalities around the state the
option to provide an incentive to develop land for
housing and it does so by offering an exenption for up
to five years, a property tax increase that's
associated with subsidizing a piece of property, and
it wuld need to be three or nore parcels. The
enphasis on this bill is it is optional for
muni ci palities to decide if this could be a tool to
hel p spur housi ng devel opnent.

MR. HARVEY specified the issues in Juneau as foll ows:

In our own comunity of Juneau, we've had issues with
limted housing availability and this issue was
brought to us first by the Juneau Affordable Housing
Comm ssion. W had encouragenent from the Cty and
Bor ough of Juneau Assenbly and we know there are other
areas in the state that are interested in having a
| ocal choice option like this.

Typically when a piece of property is subdivided, you

get permitted and a property tax will increase as soon
as all of the paperwork is filed. This statute would
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allow, if adopted by a local conmunity, to suspend
that additional increase in a property tax value while
the devel opnent was underway for up to five years.
There is flexibility in the statute to allow a
community to exenpt all or a portion of the increase
in property tax val ue.

3:36: 53 PM
MR. HARVEY summarized that the intent of the bill is to create
an incentive to devel op properties to get housing on the market.

3:38:11 PM
At ease.

3:38:46 PM
SENATOR STEDMAN noved to adopt [Senate CS for CSHB 146, | abeled
29-LS0048\H, as the working docunent. ]

CHAI R BI SHOP announced that w thout objection version H has been
adopt ed.

3:39:52 PM
EDRA  MORLEDGE, Staff, Senator Kevin Myer, Alaska State
Legi sl ature, Juneau, Alaska, explained that the Senate CS for
CSHB 146 includes SB 87, a bill that was heard in the conmttee
the previous week. She detailed that the CS will do three things
as foll ows:

1. Fixes the omssion of the word "not," which is a
techni cal change on page 2, line 27

2. Allows the eight unit mninumto be either at the
time of application or at the tinme of the
conpl etion of the project.

3. Allows nultiple properties in one deteriorated
area  of a nunicipality to be considered
collectively for that eight unit mninmm

3:41: 06 PM

MERRI LL SANFORD, Mayor, Gty and Borough of Juneau, Juneau,
Al aska, explained that the concept was brought up within the
past two years as a tax deferral and no one had shown interest.
He said local building and construction conmttees in addition
to the Juneau Affordable Housing [Comm ssion] asked that the
incentive be a tax exenption. He specified that the bill gives
| ocal community governnments the option to adopt the exenption
and provide another tool to address housing shortages that
al nost all communities face.
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3:42: 47 PM

NORTON GREGORY, Chair, Juneau Affordable Housing Conm ssion
(JAHC), Juneau, Alaska, noted that he also serves on the
managemnent team for the Tlingit-Haida Regional Housi ng
Authority, the largest provider of affordable housing 1in
Sout heast Al aska. He stated that JAHC supports HB 146 because
there is a disincentive for property owners that own |arge
parcels to subdivide. He explained the disincentive under
current state statute to subdivide as foll ows:

Wth the current mll rate in Juneau, if sonebody
subdi vided their property, let's say un-subdivided for
that chunk of property, that tax would be $1,000 per
year; once they subdivide that property, the mll rate
changes and all of a sudden that sanme chunk of
property ends up being taxed at $12, 000.

He said current state statute allows for property tax deferral
but JAHC would like to see property tax abatenment until there
has actually been an inprovenent made on the property that
ultimately generates a higher tax rate. He sunmarized that HB
146 is inmportant for providing affordable housing and community
devel opnent .

3:44:23 PM

SHI RLEY MARQUARDT, Mayor, City of Unalaska, Unalaska, Al aska,
said HB 146 is good legislation. She remarked that |andowners do
not have a very good incentive to subdivide their |arge pieces
of property due to higher value taxes. She said HB 146 wll
provi de Unalaska with a valuable tool that will bring imediate
hel p in bringing down the cost of building.

3:46: 24 PM

CHUCK HOMAN, President, Alaska State Home Buil ding Association
(ASHBA), Eagle River, Alaska, declared that ASHBA supports HB
146 as a way for nunicipal governnments to have an option to
provi de tax incentives to help in neeting their housing needs.

3:47: 14 PM

KATH E WASSERMAN, Executive Director, Alaska Mnicipal League
(AML), Juneau, Al aska, declared that AM. supports HB 146 as an
opt-in tool to help municipalities develop |and.

3:48: 16 PM

DAVE HANNA, General Contractor, Juneau, Al aska, said HB 146 is
enabling legislation that is not mandatory. He asserted that
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progressive conmunities will enbrace HB 146. He remarked that
the current tax law is a disincentive and is horrible. He set
forth that a property owner's raw land for subdivision
devel opnent that is taxed $6,000 to $10,000 a year would be
taxed at $150,000 per year before a shovel full of dirt is
turned. He summarized that nunicipalities wll collect nore
taxes from bringi ng devel oped properties online.

3:50: 30 PM
SENATOR STEDVAN asked what Juneau's high-low range was for
building rate values and its m | age rate.

MR. HANNA answered that Juneau's mllage rate was approximately
12. He explained that a non-waterfront building lot wll range
from $100, 000 to $125, 000.

3:51:18 PM

RUSS MCDOUGAL, Menber, Alaska State Honebuilders Association,
Juneau, Al aska, noted that he serves on the Juneau Affordable
Housi ng Comm ssion (JAHC) as well. He remarked that Juneau needs
nore housing. He noted that he presented to JAHC the need to
reintroduce tax incentive legislation and let the Alaska State
Hone Builders sign-on as the sponsor through Representative
Munoz. He asserted that HB 146 is a win-win situation.

3:52:49 PM
CHAI R BI SHOP cl osed public testinmony and announced that HB 146
wi |l be set aside.

3:53:17 PM
At ease.

HB 75- MARI JUANA REG CLUBS; MUNI'S; LOCAL OPT ELECT

3:54:52 PM
CHAI R BI SHOP announced the consideration of HB 75. [CSHB 75(JUD)
AM was before the conmmittee.]

3:55: 45 PM
At ease.

3:56: 13 PM

CHAIR BISHOP called the committee back to order and wel coned
sixth graders from the Acadeny Charter School from Pal mer who
were attending the neeting to | earn about governnent.

3:57: 06 PM
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REPRESENTATI VE CATHY TILTQON, Al aska State Legislature, Juneau,
Al aska, provided a sponsor statenment for HB 75 as foll ows:

HB 75 is the work product of the House Community and
Regional Affairs Conmttee along wth the House
Judiciary Commttee, nore than a dozen nunicipa

attorneys throughout Alaska, and the attorneys who
drafted the ballot neasure to initiative |anguage. HB
75 is as nmuch about the process used to develop it as
it is about the specific policy content of the bill.

Rat her than telling our boroughs and cities what they
were going to do, the Community and Regional Affairs
Comm ttee asked them what they needed us to do. HB 75
is a vehicle that addresses the nobst imediate and
pressing issues Alaska nunicipalities need to address,
it is fix-it legislation. Generally speaking, HB 75
clarifies that any power nunicipalities have to
regul ate alcohol establishnents, they also have to
regul ate marijuana establishnents.

Every key provision in this bill has been neticul ously
considered and thoughtfully included. HB 75 is not a
bill that opens Title 29 and expands nunicipa
authorities, it is not a bill that attenpts or ever

intends to address every issue associated with the
passage of Ballot Measure 2. Regardless of how ny
col | eagues feel about Ballot Measure 2, it is and was
my commttee's intent to assist our conmunities as
they wite their ordinances and prepare for this new
i ndustry.

3:59: 02 PM

HEATH HI LYARD, Staff, Representative Tilton, Alaska State
Legi sl ature, Juneau, Al aska, stated that he would review the
changes made to HB 75.

3:59:37 PM
At ease.

3:59:47 PM
CHAIR BI SHOP called the commttee back to order

MR. HI LYARD said the bill's title has been substantially changed
from the initial version because there are a nunber of policy
provi sions that have been included. He explained that the bill's
original version was a placeholder in order to allow for
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| egi sl ative devel opnment. He specified changes nade to HB 75 as
foll ows:

Section 1, page 1, line 8 through page 2, line 9; this
anmends the definition of marijuana in AS 11.71.900.
Because HB 75 does not addr ess anyt hi ng
conprehensively in Title 11 as it pertains to
controll ed substances, we could not sinply delete the
definition in Title 11. W had to anend the definition
in Title 11 accordingly to fit with the definition in

AS 17. 38.

Section 2, page 2, lines 10-29; this is one of the
nost significant pieces. The main thing that this does
do is establish a household maxi mum plant limt of not

nore than 24 plants with not nore than 12 being mature
in a given tinme. In developing this legislation with
muni ci palities, they made it abundantly clear that
they needed a bright-line plant limt in which it
stopped being a personal grow and started being
commercial, or potentially crimnal depending upon the
provi sions of other |egislation being considered.

Section 3, page 2, line 30 through page 3, line 7;
muni ci pal attorneys in advising our conmittee in
developing this said that they felt like the
definition of "assi sting” W th t he provi si ons

governing "assisting”" in the original ballot neasure
were sort of vague and inconclusive so we made an
attenpt to specify particularly what "assisting" is
not. One of the key provisions is that we mnake it
clear that claimng assistance does allow you to be in
possession of nore plants or nore processed marijuana
than what would be otherwise provided for wunder AS
17. 38.

Section 6, page 3, lines 16-24; contains |anguage
conformng to Title 4 provisions, currently the ABC
Board, but it could be a marijuana control board if
adopted, notification requirenents to nmunicipalities
when issuing registrations for comrercial marijuana
establishnments, this was not included in the ballot
neasure.

Section 8, page 4, line 2 through page 5, line 24,

this contains substantially simlar |anguage to what
appears in Title 4, providing notification and protest

SENATE CRA COW TTEE -10- April 7, 2015



review process for municipalities regarding issuance
of marijuana establishment registrations.

Section 9, page 5 lines 25-31; Section 9 does two
inmportant things, first of all it nmakes reference to
"marijuana clubs,” marijuana clubs are |ater defined
in the bill, and then also begins to close the

| oophole the initiative sponsors didn't intend wth
regard to the local election option for established
vi |l | ages.

Section 10, page 6, lines 1-9; this change expressly
provides that nunicipalities have the authority to
establish civil and crimnal penalties for time-place-
manner vi ol ati ons by comer ci al mari j uana
establishments, we clarify that further to stipulate
that this power does not exceed anything already
provided for in Title 29, specifically AS 29.25.070.

4:03: 28 PM

SENATOR HOFFMAN asked how Section 9 conpared with the Senate's
version of the legislation where the Legislature acted as the
assenbly for the unorgani zed boroughs and elected as a body to
opt-out. He stated that Section 9 is reversed where the
unor gani zed borough has to vote to opt back in.

MR H LYARD answered that he wll address Senator Hoffrman's
statenent a bit later in the bill. He continued his overview as
foll ows:

Section 12, page 6, lines 20-25; on line 24 the phrase

"consistent with the" replacing "subject to all" has
been changed and the functional neaning here is to
sinply state t hat in t he ci rcunst ance when

muni ci palities have ordinances that are consistent
with AS 44.62, the Administrative Procedures Act, they
are allowed to use their own body of ordinance rather
than relying specifically on state statute, the
explanation from nunicipal attorneys is that that
could create sone confusion for them when they are
adopting their own ordinances, so this gives them sone

flexibility.

Section 15, page 7, lines 11-16; the provision was
included as a potential circunstance regarding a gap
in enforcenent. One of the situations that was

identified, M. Chair, particularly that mght be

SENATE CRA COW TTEE -11- April 7, 2015



relevant to the Fairbanks North Star Borough, is
because it is a second-class borough, it has neither
general police authority or public health authority;
so in this circunstance, the nunicipality being the
Fai rbanks North Star Borough, could have issued the
registration for a marijuana establishnent, but they
don't have the authority to do any enforcenent, so
this stipulates that in that circunstance the hol der
of the marijuana establishnent registration wll also
be subject to state enforcenment so that there woul dn't
be a potential gap.

Section 17, page 7, lines 20-23; simlar to the
| anguage in Section 12, this stipul at es t hat
muni ci palities have the flexibility to use their own
version of the Adm nistrative Procedures Act presum ng
t hey have one in their body of ordinance.

Section 18, page 7, lines 26 through page 8, line 4;
the nost significant conponent to Section 18
stipulates that any powers authorized by boroughs may
only be exercised on a non-area-w de basis stipulating
that they can't override the will of cities in their
boundari es.

Section 19, page 8, lines 5-24; this is really the
core section of the bill that deals with what Senator
Hof f man was asking about. Section 19 sets forth the
process by which an established village can hold an
el ection, the current version in our bill, as is,
follows the Title 4 provisions virtually identically.

Section 21, page 10, lines 25 through page 11, |ine 2;
revises the definition of "marijuana" to be consistent
with Section 1 of the bill, the practical effect is
t hat there is only one comon definition of
“marijuana” in statute.

Section 22, page 11, lines 3-6; adds the definition of
“marijuana clubs" to "marijuana establishnments.”

Section 23, page 11, lines 7-21; definitions,
originally the bill used the word "residence" rather
than "dwelling" so there is a proper definition for
"dwelling" as opposed to "residence," "established
village," “marijuana club,"” "public place,"” as
recommended. O note, "public place” closely follows
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the definition in AS 11.81.900, but does exenpt

"marijuana clubs" from the definition of "public
pl ace, " t he functi onal practi cal reality IS,
“marijuana clubs" wll not be considered a "public
pl ace. "

Section 24, page 11, line 22; makes conformng
amendnents to AS 17.38 necessitated by other areas of
the bill.

Section 25, page 11, line 23; provides for an

i mmedi ate effective date of the bill.

4.:07: 36 PM
SENATOR EGAN asked if conmunities in unorgani zed boroughs have
to opt-in to sell alcohol

SENATOR HOFFMAN remarked that comrunities can opt-in and opt-
out.

SENATOR EGAN asked him to confirm that comunities in
unor gani zed boroughs woul d have to opt-out for marijuana.

MR. HI LYARD answered correct.

CHAI R BI SHOP asked what the purpose of establishing marijuana
cl ubs was.

MR. HI LYARD answered that the establishment of marijuana cl ubs
canme as an expressed request by a nunber of nunicipalities; for
i nstance, upcomng testinony fromthe Gty and Borough of Juneau
will indicate that marijuana clubs wll provide a place for
cruise ship passengers during the sumrer nonths to legally
consune nmarijuana. He said conversely, Wasilla has already
expressly banned marijuana  cl ubs under their exi sting
or di nances.

4:09:23 PM
CHAIR Bl SHOP asked himto verify that a municipality can opt-out
of allow ng marijuana cl ubs.

MR HI LYARD answered correct.

CHAIR BI SHOP renmarked that coffee houses in Ansterdam are the
sane as a marijuana club where individuals can wuse their
recreational marijuana.
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MR. HI LYARD specified that the marijuana club is nodeled after
the definition of "bottle clubs" wunder Title 4 for sinple
consunption, not buying or selling. He added that the definition
in the bill states that a paying nenber nust be over the age of
21.

SENATOR STEDMAN asked why marijuana clubs should be included in
the bill.

MR. HI LYARD answered that the inclusion was in response to what
muni ci palities brought to the commttee.

SENATOR HOFFMAN remarked that as the bill relates to al cohol
bottle clubs are not allowed. He stated that if the intent is to
treat marijuana |ike alcohol, the two provisions do not rel ate.

4:11: 32 PM

JOE HARDENBROOK, Special Assistant, Ofice of the WMayor

Fai rbanks North Star Borough, Fairbanks, Al aska, stated that the
Fai rbanks North Star Borough supports the |anguage as currently
stated in HB 75. He remarked that the Fairbanks North Star
Borough appreciates the opportunity to regulate potentia

mari j uana busi nesses at the | ocal |evel.

MR. HARDENBROCOK called attention to Section 15 and noted
concerns regarding changes in the language wth respect to
registration issues by the nunicipality should the state mss
its deadlines for creation and adoption of regulations. He
pointed out that the initiative said that should a local |icense
be issued in lieu of a state license, the |license would be good
for a year and woul d not be subject to state regulation, but the
proviso in the bill says that such a registration is subject to
state regulation. He detailed that a scenario could occur where
a local business obtains a license from the nunicipality, but
the state enacts new regulations a nonth later. He reiterated
that Section 15 gives the Fairbanks North Star Borough sone
concern.

MR. HARDENBROOK noted that Section 18 in HB 75 nakes the
initiative powers non-area wi de. He said Fairbanks North Star
Borough sees powers as area wide or at least that a city within
a borough can be nore restrictive than the borough, but not |ess
restrictive with respect to conmercial facilities. He explained
that the argunent for the area wi de consideration is that the
borough would be the entity exercising the zoning authority
which really goes hand-in-hand with the regulation of tine,
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pl ace, nmanner, and even the nunber of nmarijuana related
busi nesses contenplated by the initiative.

4:14: 01 PM

AMY MEAD, Municipal Attorney, Cty and Borough of Juneau,
Juneau, Al aska, explained that she was part of the group of
muni ci pal attorneys who worked wth Representative Tilton's
office on HB 75. She declared that she supports the current
version of HB 75. She asserted that HB 75 focuses on the
i mredi ate needs of the municipalities that are going to be faced
with the responsibility of regulating the new marijuana
busi ness.

M5. MEAD set forth that the bill provides a definition of
"assisting," fixes the issue with the Adm nistrative Procedure
Act, allows local comunities to inpose crimnal sanctions in
addition to civil sanctions for tinme, place, nmanner code
violations which is currently done wth alcohol regulations,
provides a registration protest process for the nunicipalities
which is very much like the liquor |icense protest process in
Title 4, and provides a bright-line plant limt for dwellings.

She asserted that recognizing and regulating marijuana clubs as
a category of establishnent is very inportant and noted that
consistency is needed with the state regulating all aspects of
the marijuana industry. She said that she cannot say whether the
Cty and Borough of Juneau Assenbly wll choose to prohibit
marijuana clubs or any other of the marijuana establishnents,
but pointed out the possibility where the city's mllion sumer
visitors have no place to legally consume their marijuana
purchases. She detailed that w thout including marijuana clubs
as a type of establishnent subject to state regulation, the city
would be forced to try and regulate the one type of
establishment separately, an inconsistency that would be
difficult to regul ate.

M5. MEAD summarized that HB 75 is a tightly focused bill that
gives the Cty and Borough of Juneau the needed tools that are
consistent wwth the intent of the initiative.

4:16: 34 PM

DENNI S WHEELER, Municipal Attorney, Minicipality of Anchorage,
Anchorage, Al aska, said HB 75 allows a city such as Anchorage to
retain hone-rule powers and be allowed to figure out how to
manage nmarijuana establishnents. He noted that HB 75 mrrors
al cohol provisions in Title 4 and allows marijuana to be
regul ated |i ke al cohol .
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4:18: 34 PM

BROOKS CHANDLER, Attorney, Anchorage, Al aska, revealed that he
represents a nunber of nunicipalities and noted his appreciation
that input from municipal attorneys was sought for the bill. He
stated that he liked HB 75, but asked that additional |anguage
be added to Section 2 regarding the 24 plant |imt. He specified
that the five words that would be added to Section 2 are,
"unl ess otherw se provided by ordinance,” right after the words

"except that." He said the added |anguage allows mnunicipalities
the flexibility to adapt plant limts outside of the 24 plant
default limt. He specified that issues related to dwelling unit
size, lot size, and a nunber of other zoning considerations

m ght not make 24 plants an appropriate outcone in every city.

4:21: 47 PM

KATH E WASSERMVAN, Executive Director, Alaska Minicipal League
Juneau, Al aska, appreciated that municipalities were involved in
the bill. She declared that the Al aska Muinicipal League supports
HB 75.

4:23:17 PM

JAMES BARRETT, representing hinmself, Juneau, Al aska, stated that
the marijuana club option is a great option for Juneau's tourism
industry. He said nmarijuana clubs do not apply to a lot of
Al aska, but the bill gives Juneau the ability to nove forward
and create regulations with the guidelines issued by the state.

4: 24: 34 PM
CHAI R Bl SHOP announced that HB 75 would be held in comm ttee.

4:24: 43 PM

There being no further business to cone before the conmttee
Chair Bi shop adjourned the Senate Comunity and Regional Affairs
Standing Commttee hearing at 4:24 p.m
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