HOUSE FI NANCE COW TTEE
May 12, 2017
1:35 p.m

1: 35: 43 PM

CALL TO ORDER

Co-Chair Foster called the House Finance Commttee neeting
to order at 1:35 p.m

VEMBERS PRESENT

Representati ve Neal Foster, Co-Chair
Representati ve Paul Seaton, Co-Chair
Representative Les Gara, Vice-Chair
Representative Jason G enn
Representative David Guttenberg
Representative Scott Kawasaki
Representative Mark Neuman (alternate)
Representative Dan Otiz
Representative Lance Pruitt
Representative Cathy Tilton
Representative Tanm e WI son

VEMBERS ABSENT

Representative Steve Thonpson

ALSO PRESENT

Representative Matt C aman, Sponsor; Randy Ruaro, Staff,
Senator Bert Stedman; Buddy Witt, Staff, Senator Shelley
Hughes; Kaci Schr oeder, Assi st ant Attorney Ceneral,
Crimnal Division, Departnent of Law.

PRESENT VI A TELECONFERENCE

Lizzie Kubitz, Staff to Representative Matt Cl aman,
Anchorage; Margaret Brodie, Division Director Health Care

Servi ces, Anchor age; Mark  Jensen, Mayor , Pet er sburg
Borough, Petersburg; Bob Lynn, Self, Petersburg; Mara
Lutonski, Adm nistrator, Petersburg Chanber of Conmmrerce,

Petersburg; Liz Cabrera, Director, Community Devel opnent,
Pet ersburg Borough, Pet er sbur g; Marty Parsons, Deputy
Director, Division of Mning Land and Water, Departnent of
Nat ural Resources; John Buadiug, Self, Fairbanks; Enber
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Haynes, Self, Tal keetna; Courtney Mran, Attorney, Earthlaw
LLC, Port | and, Or egon; Regi na Mant euf el , Executive
Director, Back To Wirk, Anchorage; Steve Al bers, Kenai Soil
and Water Conservation District, Kenai; Erika MConnell,
Director, Alcohol and Marijuana Control Ofice, Departnent
of Commerce, Community and Econom c Devel opnent.

SUMVARY

HB 25 | NSURANCE COVERAGE FOR CONTRACEPTI VES
CSHB 25(FIN) was REPORTED out of conmmttee with a
"do pass" recomendation and with one new zero
fiscal not e from t he Depart nent of
Adm nistration; one previously published zero
fiscal not e: FNI (CED); and one previously
publ i shed fiscal inpact note: FN3 (DHS).

SB 6 | NDUSTRI AL HEMP PRODUCTI ON
SB 6 was HEARD and HELD in commttee for further
consi derati on.

SB 28 MUNI Cl PAL LAND SELECTI ONS: PETERSBURG

SB 28 was REPORTED out of commttee with a "no
reconrmendati on" reconmendati on and w th t wo
previously published zero fiscal notes: FN1 (CED)
and FN2 (DNR).

SB 107 ALASKA CAPI TAL | NCOVE FUND
SB 107 was SCHEDULED but not HEARD

Co- Chair Foster reviewed the neeting agenda.

#hb25
HOUSE BI LL NO. 25

" An Act relating to i nsurance cover age for
contraceptives and related services; relating to
medi cal assistance coverage for contraceptives and
related services; and providing for an effective
date."

1: 36: 32 PM
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LI ZZIE KUBI TZ, STAFF TO REPRESENTATIVE MATT CLAMAN,
ANCHORAGE (via teleconference), relayed that she was
avai l abl e for questions regarding the anmendnents.

1: 38: 35 PM

Representati ve Kawasaki MOED to ADOPT Anmendnment 1, 30-
LS0261\ 0.1 (\Wal |l ace, 4/18/17) (copy on file):

Page 3, following line 13:
| nsert new bill sections to read:

"*Sec. 2. AS 29.10.200 is anended by adding a new
par agr aph to read:

(66) AS 29.20.420 (health care insurance plans).

*Sec. 3. AS 29.20 is anended by adding a new section
to article 5 to read:

Sec. 29.20.420. Health care insurance plans. (a) If a
muni ci pality offers a group health care insurance plan
covering nmunicipal enployees, including by neans of
sel f-insurance, the nunicipal health care insurance
plan is subject to the requirements of AS 21.42.427.

(b) This section applies to honme rule and general |aw
muni ci palities.

(c) In this section, "health care insurance plan" has
the neaning given in 12 AS 21.54.500."

Renunber the followi ng bill sections accordingly.
Page 6, line 30:

Del ete "sec. 4"

| nsert "sec. 6"

Page 7, line 1:

Del ete "sec. 4

| nsert "sec. 6'
Page 7, line 4:
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Del ete "sec. 4"
| nsert "sec. 6"

Page 7, line 7:
Del ete "sec. 4"
| nsert "sec. 6"

Page 7, line 9:
Del ete "sec. 5"
| nsert "sec. 7"

Page 7, line 10:
Del ete "sec. 4"
| nsert "sec. 6"

Page 7, line 12:
Del ete "sec. 4"
| nsert "sec. 6"

Page 7, line 14:
Delete "sees. 5 and 6"
| nsert "sees. 7 and 8"

Page 7, line 15:
Delete "sec. 7"
| nsert "sec. 9

Representative WIson OBJECTED

Representati ve Kawasaki explained the anendnent. The
amendnent safeguarded that nunicipalities who self-insured
were al so covered within the twelve nonth period. He shared
that he contacted the "top three" nmunicipalities and was
informed that they already had a simlar provision. He did
not feel the legislation inpacted nunicipalities.

Representative WIlson did not support the anendnent without

knowing how the bill inpacted nunicipalities. She stated
that how the legislation inpacted nunicipalities was
unknown. The bill mandated insurance coverage for
contraceptives; it was not nerely about extending the

prescription to 12 nonths.
Aroll call vote was taken on the noti on.

I N FAVOR. Quttenberg, Kawasaki, Otiz, Gara, Genn, Foster,
Seat on
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OPPCSED: Pruitt, Neunmmn, Tilton, WI son
The MOTION to Adopt Anendnent 1 PASSED (7/4).

1: 40: 49 PM

Representative WIlson MOWED to ADOPT Amendnent 2, 30-
LS0261\ 0.4 (\Wal |l ace, 4/18/17):

Page 1, line 8, follow ng "market":

| nsert "t hat provi des coverage for prescription
contraceptives”

Co- Chair Seat on OBJECTED.

Representative WIson explained the amendnent. She was
concer ned t hat t he bill mandat ed cover age for
contraceptives. She felt that some people purchased health
insurance policies based on their needs and that the
mandate woul d increase premum costs to individuals that
did not need contraceptives. The anendnment clarified that
the bill only applied to insurers who already provided
coverage for contraceptives.

Co- Chair Seaton asked whether the bill sponsor wanted to
speak to the anendnent.

REPRESENTATI VE MATT CLAMAN, SPONSOR, did not support the
amendnent. He commented that the anendnent was contrary to
the point of the bill.

Representati ve Kawasaki asked whether there were health
i nsurance policies and "individual market plans" that did
not currently cover contraceptives.

Representative WIson responded that she did not know,
whi ch characterized the point of her amendnent. She spoke
to her understanding of the bill. She reiterated that the
bill required every plan to provide the coverage even if it
currently did not. Ms. Kubitz replied that HB 25 was about
expanding access to contraceptives. She pointed out that
t he amendnent would not allow the expansion of coverage.
She believed coverage for contraceptives was a "standard of
care" Al askan wonmen were entitled to unless an enployer
uphel d a religious exenption.
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1:45: 39 PM

Representative Otiz asked whether the sponsor's intent was
to force insurers to provide contraceptives as part of
their plan. Representative Cl aman believed that the only
plans that did not allow coverage were policies wth
religious exenptions. He did not believe HB 25 created a
mandate and that contraceptive coverage was required under
the Affordable Care Act (ACA).

Representative WIlson believed the amendnent woul d not harm
existing practices. She nmaintained that the anendnent
clarified that the bill did not create a mandate that had
uni nt ended negati ve consequences.

Representative Neuman asked how the 12 nonth requirenent
pertained to the anmendnent. Representative W]Ison answered
that the 12 nonth |anguage was in the bill. She explained
that the bill dealt with other contraceptive nethods but
extending prescriptions for pills was a major provision to
prevent the inconvenience for wonen having to obtain the
prescription from a pharmacy nultiple tinmes each year. She
restated that her anmendnent ensured that contraceptive
coverage was already included in the policy before the rest
of the bill's provisions were applied.

Representative Quttenberg asked whether there would be any
other inpacts from the bill and if the sponsor had heard
from anyone who was concer ned by t he mandat e.
Representative Claman replied that he had not heard from
anyone whose policies did not provide coverage and were
appr ehensi ve over the requirenent.

Co-Chair Seaton asked whether Representative WIlson's
intention was to provide contraceptive coverage in Al aska
regardl ess of whether or not the ACA nmandated the coverage
or was repeal ed.

1:51: 33 PM

Representative WIlson answered that was not her intent. She
cited a letter from the National Federation of |ndependent
Business (NFIB) (copy on file) that opposed the mandate.
She offered that every tinme nore nandates were placed on
private conpanies to cover conditions their costs
increased. She reiterated the intent of the amendnent.
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1:53: 26 PM

Representative WIlson provided final comments regarding the
intent of the amendment.

Co- Chair Seaton MAI NTAI NED hi s OBJECTI ON.
Aroll call vote was taken on the notion.

IN FAVOR. Otiz, Pruitt, Neuman, Tilton, WI son
OPPCOSED: Kawasaki, Gara, Genn, Cuttenberg, Seaton, Foster

The MOTION to adopt Anendnent 2 FAILED (5/6).

Representative WIson WTHDREW Anmendnment 3, 30-LS0261\0.2
(Wal | ace, 4/18/17) (copy on file).

1:55: 21 PM

Vice-Chair Gara reviewed the fiscal notes: FN 1 (CED) zero
from the Departnent of Conmerce, Conmmunity and Econom c
Devel opnent, one new zero fiscal note from the Departnent
of Administration, and FN 3 (DHS) showi ng fiscal inpact
fromthe Departnment of Health and Social Services, Mdicaid
Services that reported an anticipated cost savings of $678
thousand in FY 18 and $1.3 million in the out years through
t he reduction in unintended pregnanci es.

Representative WIlson was trying to determine how the
savings was derived. She wondered how many wonen were not
currently "taking the pill that should be." She understood
that the departnent already could provide the prescription
for twelve nonths but do not because a wonen m ght not be
eligible for Medicaid for the entire twelve nonth period

She was uncertain the bill would allow the departnment to
change its prescribing practices.

1: 57: 55 PM

MARGARET BRODIE, DIVISION DI RECTOR HEALTH CARE SERVI CES,
ANCHORAGE (via teleconference), answered that based on
national studies there was a 6 percent contraceptive
failure rate utilizing a twelve nonth prescription period
as opposed to a 9 percent failure rate based on 3 nonth
prescriptions. She added that the departnent chose a 7
percent failure rate. The fiscal note was based on the
difference between the Ilower and higher failure rate.

House Fi nance Conmmittee 7 05/12/17 1:35 P. M



Representative WIson countered that the departnent had
testified t hat it coul d have been prescri bi ng
contraceptives for 12 nonths without the I|egislation. She
wondered why the extended prescriptions had not been
i npl emented. Ms. Brodie answered that the Medicaid program
was "under constant pressure to contain costs" and often
the contraceptive prescriptions were not issued at all.
She related that the contraceptive failure rate study was
new. In addition, savings would be realized from reduced
di spensing fees the departnment was required to pay for
prescriptions. Representative Wlson cited the $1.4 mllion
in savings and wondered how nmany individuals the figure
represented. She asked why DHSS wused national figures
versus Al askan nunbers because the state's Medicaid
standards were much higher than the federal poverty rate.
Ms. Brodie responded that the national averages were
enployed to determne the contraceptive failure rate but
Al askan data was used to determ ne the nunmber of unintended
pregnancies (120). Representative WIson asked what
happened if a woman becane ineligible within the year but
was issued a 12 nonth prescription. M. Brodie answered
that initially the situation was factored into the
anal ysis. However, after further research, DHSS discovered
that the state did not have to repay the ineligible portion
as long as the individual was eligible for Medicaid at the
time of dispensing the nedication. Representative WIson
still believed the nunbers in the DHSS fiscal note were
"skewed" but did not have access to data to prove her
assunpti on.

Vice-Chair Gara remarked that the all of the data di scussed
was | ocated on page 2 of the DHSS fiscal note analysis. He
rel ayed the foll ow ng

A report by Foster et. al. (2011) projects a decrease
in failure rate of approximately 30 percent when ora

contraceptives are dispensed in 12-nonth quantities,
which would result in an oral contraceptive failure
rate of 6 percent.

Applying this differential, we estimate that
approximately 5.28 of +the avoided 120 unintended
pregnanci es woul d have been conplicated births

Vice-Chair Gara noted that the data was the basis for the

projected savings. He wanted to help prevent unintended
pregnanci es.
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Co-Chair Seaton addressed the question of whether the
state's Medicaid program currently had the ability to
provide 12 nonth prescriptions. He related that the bill
contained conditional |anguage that was not effective
unless the federal Medicaid program approved the state's
pl an anmendnment adopting the 12 nonth requirenent.

2: 04: 38 PM

Representative WIson asked whether M. Brodie' s previous
testinmony regarding the issue had been incorrect. M.
Brodi e responded that regulations allowed it, but the state
had to file a state plan anmendnent that required approva
from the federal governnent. Representative WIson asked
whet her legislation was required to amend the state plan.
Ms. Brodie answered that the comm ssioner of DHSS could
make the determ nation and request the federal governnent's
approval .

2: 05: 54 PM

Co-Chair Seaton MOVED to REPORT CSHB 25(FIN) out of
comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes.

Representative WI|son OBJECTED. She remarked on the usage

of the words "unintended and unwanted® in a negative
context. She reasoned that "everything in life was not
al wvays intended® but could be welconmed. She expressed
concern that the bill carried a mandate in addition to the

12-nonth coverage. She opposed additional mandates and the
problens she felt they created for small businesses. She
appreciated that Co-Chair Seaton nentioned issues due to
Medi cai d expansion. She did not know what the overall costs
to the state were due to the wuncertainty of ACA and
Medicaid expansion. She reiterated her opposition to
mandat es because of the "pressure" they placed on small
busi nesses.

2:08:22 PM

Aroll call vote was taken on the notion.
IN FAVOR. Otiz, Gara, Genn, CQuttenberg, Kawasaki, Foster,

Seat on
OPPCSED: Pruitt, Neunman, Tilton, WI son
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The MOTI ON PASSED (7/4).

There being NO further OBJECTIQN, CSHB 25(FIN) was REPORTED
out of committee with a "do pass" recommendation and wth
one new zero fiscal note from the Departnent of
Adm ni stration; one previously published zero fiscal note:
FN1 (CED); and one previously published fiscal inpact note:
FN3 (DHS) .

#sb28
SENATE BILL NO. 28

"An Act relating to the general grant |and entitlenent
for the Petersburg Borough; and providing for an
effective date.”

2:09: 32 PM

MARK JENSEN, MAYCOR, PETERSBURG BOROUGH, PETERSBURG (Vi a
tel econference), testified in support of the |egislation.
He read froma prepared statenent:

" m speaking to you today in support of SB 28, a bil
that would set our general land grant entitlenment at
just over 14,500 acres.

As the borough mayor, a snall business owner and |ife-
long Alaskan, |[|'ve wtnessed many changes to our
comunity. Mst recently, our 103 year old city was
dissolved in favor of a hone-rule borough. CQur
decision to form a borough was not nmade in haste.
Borough formation was not supported by all area
residents. Nonetheless, the nmgjority of us felt it was
an inportant step for the future welfare of our
comunity.

Likewise, SB 28 is an inportant step in the future
devel opment of our borough. As you've heard in
previ ous testinony, the Petersburg Borough's |and base

is dominated by public lands - 96 percent of the
borough is in federal ownership. Public |ands are not
taxable by the |ocal gover nnent ; nor open for
comer ci al devel opnent by | ocal busi ness; nor
avai l able for residential use. SB 28 nmakes a
relatively small anmount of |and available to the

borough for these inportant uses. These can contribute
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in very significant and positive ways to grow our
| ocal tax base, enploynent, and popul ati on.

| f you consider borough formation and SB 28 together,
it denonstrates that our conmmunity is taking decisive
steps toward the type of | ocal sel f - gover nnment
envi sioned by the state constitution- and the type of
self-reliance necessary for us to succeed for at |east
anot her 103 years.

Thank you for the opportunity to speak to you today
and | ask for your support to pass SB 28 out of House
Fi nance this afternoon.

2:12:11 PM

BOB LYNN, SELF, PETERSBURG (via teleconference), spoke in
favor of the legislation. He read from a prepared
st at enent :

As a Borough Resident and Forner Tongass National
Forest Supervisor | support SB 28 transferring 14,666
acres of State of Alaska land to the Petersburg
Borough. Over 96% of the land within the Petersburg
Borough is in Tongass National Forest, State of Al aska
and Col dbel t owner shi p. That ownership pattern
significantly limts the Petersburg Borough's ability
to diversity the | ocal econony.

The current econony is primarily related to the
fishing industry. Any annual up turn or down turn is
i medi ately felt locally, the sane can be said for
policy changes related to the National Forest since it
is such a dom nant owner of |ands within the Borough.

SB 28 would significantly help diversity and provide
stability to the local econony in a nunber of ways.

1. It would provide for a larger tax base in the
bor ough.

2. It would help diversify the econony by providing for
ot her uses.

3. It would provide opportunities for the start of nore
smal | busi nesses.

4. 1t would help in the developnent of the Borough
infrastructure.
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5.1t would help the Borough in the long term provide a
better services and quality of Ilife to its
residents.

As the commttee is aware, the nunicipalities in
Al aska as elsewhere are limted in the ways they can
generate revenues. This bill helps the Petersburg
Borough provide a long term stable, sustainable |ocal
econony that can better serve the needs of the |oca
residents.

2:14:14 PM

MARA  LUTOVSKI , ADM NI STRATOR, PETERSBURG CHAMBER OF
COMVERCE, PETERSBURG (via tel econference), spoke in support
of the legislation. She read from prepared remarKks:

| am testifying today in support of SB 28 to set the
general land entitlenent to the Borough of Petersburg
so it wll be nore closely aligned with other Boroughs
across the State of Al aska.

According to ADNR, the Petersburg Borough’s current
land entitlenment is 1,374 acres — approximately only
.04 percent of the Borough’s total land area. Through
this sane |egislative process, other boroughs have
received close to .8 percent of their total |and area.
Petersburg’s request would not set a precedent as the
14,600 acres would be less than .79 percent of the
total lands within the Borough. It would however nove
the Petersburg Borough towards nore economc self-
sufficiency.

Petersburg right in the boundaries of the Tongass
National Forest — 96 percent of the land within our
borough is federal land — only 4 percent is |left over
for the State and borough use.

In recent years, State land wthin our Borough has
been designated to the Alaska Mental Health Trust, The
University of Alaska, and Southeast State Forest;
leaving very Ilittle for the Borough to select for
future econom c devel opnent and pl anni ng.

The land entitlenent was created for the purpose in
which the Minicipality is asking: the lands would be
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used to address the economic, cultural, and resource-
based goal s of the Borough and its residents.

W understand that in the near future, Minicipalities
will be responsible to fund nore of their own
operations, relying less on state and Federal nonies.
The Borough’s request is noving them toward being nore
sel f-sufficient and an increased land base is
essential in noving the Borough in that direction.

The Petersburg Chanber of Commerce fully supports SB
28 and we ask that you vote to pass this legislation
forward today.

2:16:49 PM

LI Z CABRERA, DI RECTOR, COWUN TY DEVELOPMENT, PETERSBURG
BOROUGH, PETERSBURG (via tel econference), was avail able for
guesti ons.

Vi ce-Chair Gara discussed that when the state conveyed | and
to a nmunicipality or borough easenents to or along water
bodies were retained. He asked for verification that the
borough would maintain access. Ms. Cabrera replied in the
affirmative and added that the borough did not restrict
access to any of its |and.

Co- Chair Foster CLOSED public testinony.

2:18: 25 PM

RANDY RUARO, STAFF, SENATOR BERT STEDVMAN, had no further
comrent s.

Representative Kawasaki nentioned that there had been no
opposition to the bill. He asked whether a property owner
adj acent to the nunicipal |and selections would be notified
of the entitlement.

M. Ruaro deferred to the Departnment of Natural Resources
( DNR) .

MARTY PARSONS, DEPUTY DI RECTOR, DIVISION OF M N NG LAND AND

WATER, DEPARTMENT OF NATURAL RESOURCES (via
tel econference), responded that the conveyance process was
public and included information specifying the Iand

proposed for transfer.
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2:20:24 PM

Representative Kawasaki asked for nore clarity regarding
what information was conveyed to residents. He exenplified
a potential |and conveyance in the Fairbanks North Star
Borough that was closely aligned with the Fort Knox m ne
Residents of the borough involved in a running club were
concerned that if the land was annexed within the mning
claim the mne would prevent access. He requested the
specific types of information the Departnment of Natural
Resources (DNR) conveyed to the public. M. Parsons replied
that DNR was statutorily mandated to relay the information
to the public via newspapers, websites, and post office
notices. The public would be alerted via enmail of any out -
of - state ownership conveyance. Representative Kawasaki
asked whether the departnment would be statutorily required
to contact adjacent property owners of any type of
conveyance. M. Parsons believed that through the public
process the departnent would not necessarily contact every
nearby owner, but they would publish notifications 1in
newspapers and onli ne.

Vice-Chair Gara asked for assurance that DNR naintained
easenents along and to a water body in order for the public
to access it for recreational purposes and whet her easenent
| ocations were shared with the public. He  spoke
specifically to the conveyance in SB 28. M. Parsons
answered that all of the statutory required easenents were
mai ntained as part of the conveyance process and were
identified in conjunction with the borough.

2:24:12 PM

Representative Pruitt queried whether there was a precedent
for conveying additional land to a borough or municipality.
M. Parsons responded that Southeast Al aska's situation was
unique due to the fact that so much land was part of the
Tongass National Forest. He explained that the anmount of
"vacant unappropri at ed unr eserved | and" (VW) was
relatively small. The Petersburg Borough requested 95
percent of the state's VUU land, simlar to a Wangell
Bor ough request for an additional conveyance of 9,600 acres
or approximately 48 percent VUU |and, subsequent to its
first relatively small entitlement. The Pet er sburg
conveyance enconpassed alnost all of the state's VUU | and
inside of the borough boundaries. Representative Pruitt
wonder ed whet her requesting a second |and conveyance after
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an initial conveyance had happened before. M. Parsons
replied in the affirmative but he would not characterize
the situation as commonpl ace. He related that in the recent
past the Hai nes Borough requested an additional entitlenment
subsequent to the formation of the Wangell Borough.
Representative Pruitt asked whet her the state was
confortable with the anmpunt of VUU |and the Petersburg
Borough had requested. He appreciated that Petersburg was
trying to find a way to be self-sustaining and was
supportive but wondered whether a |arge conveyance of VUU
| and set a precedent that concerned the departnent.

2:28:21 PM

M. Parsons responded that a | arge conveyance was a concern
when the state received revenue from land, tinber, and or
mat eri al sal es, easenents, and right-of-ways. He noted that
the departnent's ability to generate revenues from program
recei pts versus unrestricted general funds (UG) would be
dimnished if the state conveyed a |arge anount of revenue
producing VUU l|land to boroughs. Representative Pruitt
recogni zed the concern. He asked whether the departnent was
satisfied with the particular allotnent for the Petersburg
Borough. M. Parsons replied that the admnistration had
not taken a position; it relied on the legislature to
determ ne the best course of action for the state.

Representative Quttenberg referred to the maps in nenbers

packets (copy on file) of the Petersburg area. He descri bed
the type of land in the borough and asked what percentage
of state VUU |and renmained available after the conveyance.
M. Parsons responded that approximately 700 acres of VUU
state land inside the borough remmined. Representative
GQuttenberg remarked that when he had been previously
involved in land selection conveyances a hierarchy of
entitlement existed anong federal, state, nunicipal, and
tribal parties. He stated that when I|and selection
processes were undertaken conflicts arose between involved
parties. He wondered whether the scenario applied to the
Petersburg entitlement. M. Parsons was unaware of any
conflicts associ at ed with t he | and sel ecti on.
Representative GQuttenberg wanted clarification that 700
acres of state VUU land renmined within the borough. M.
Parsons confirnmed that approximately 700 to 750 acres of
state VUU | and renai ned.

2:33:48 PM
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Vice-Chair Gara reviewed the two previously published zero
fiscal notes fromthe Departnent of Commerce, Community and
Economi c Developnent FN 1 (CED) and the Departnent of
Nat ural Resources FN 2 (DNR). He noted that the DNR fisca
note analysis on page 2 reported the value of the land at
$68 nmillion.

Representative WI|son asked why the amount was not shown as
a loss to the state on the fiscal note. Vice-Chair Gara
offered that he recently had the sane question. He answered
that fiscal notes reflected state funds and fund sources
and not assets. Representative WIson asked whether non-
reporting the value of assets as a |oss was standard
practice. M. Parsons replied that Vice-Chair Gara was
correct and the general practice was to report funding

gains, |osses, or expenses. He delineated that the |and
val ue was added at the request of Senator Anna MacKi nnon to
show the potential lost revenue from the sale or

devel opnment of the land if retained.

2:36:51 PM

Representative WIson wondered whether the value was based
on selling the land outright or from mneral rights. M
Parsons answered that the value was based on a conbination
of many factors. The departnent assessed the land for |and
sale offerings, potential tinber or other material harvest,
right-of-ways or easenents use.

Co-Chair Seaton MOVED to REPORT SB 28 out of commttee with
i ndi vidual recomendations and the acconpanying fiscal
not es.

Representative Kawasaki OBJECTED for the purpose of
di scussion. He appreciated the bill and the "maxi mum | oca
sel f-governnment " opportunity the entitlenent of fered
Pet ersburg. He spoke about private owners adjacent to the
| and that he characterized as "non-contiguous."”™ He wanted
to ensure that private |andowners understood the possible
ram fications of the conveyance in terns of negative
impacts like tinber sales or blocked views.

Represent ati ve Kawasaki W THDREW hi s OBJECTI ON.
Representati ve Pruitt recogni zed that much  of t he

Pet ersburg Borough was |ocated within the Tongass Nationa
Forest and was out of the borough's control. He understood
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the borough's effort for self-sufficiency and supported the
bill. He worried about the precedent set by the state
granting 95 percent of its land to a nunicipality, but
mai ntai ned his support for the Petersburg conveyance due to
the unique situation caused by its location in a Nationa
For est.

There being NO OBJECTION, SB 28 was REPORTED out of
conmittee with a "no recomendation” reconmendation and
with two previously published zero fiscal notes: FN1 (CED)
and FN2 (DNR).

#sbh6
CS FOR SENATE BILL NO. 6(JUD)

"An Act relating to the regulation and production of
industrial henp; relating to industrial henp pilot
progranms; providing that industrial henmp 1is not
included in the definition of 'marijuana’; and
clarifying that adding industrial henp to food does
not create an adulterated food product."”

2:40: 32 PM

Co- Chair Foster OPENED public testinony.

JOHN  BUADI UG SELF, FAI RBANKS (via teleconference),
testified in favor of the legislation. He reported that it

was possible to convert henp oil into biodiesel, which
cont ai ned hydrogen, carbon, and oxygen nolecules creating
cl eaner burning fuel. He ~cited statistics from the
Sequential Biodiesel Fuels Conpany that clained em ssions
reducti ons in car bon di oxi de, car bon nonoxi de,
hydr ocar bons, particulate matter, and sulfur dioxide

t hrough its use.

Representative WIson queried whether he knew anything
about cannabidiol (CBD) oil. M. Bauding answered that CBD
oil fell wunder a "different category"” and that only 0.3
percent or less was contained in industrial henp. He
declared that an individual "could not get high wth
i ndustrial hemp."

2:45: 26 PM

EMBER  HAYNES, SELF, TALKEETNA (via tel econference),
testified in favor of the legislation. She relayed that her
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busi ness, Denali Henp Conpany, created salves, soaps, and
body products with henp seeds and oil that she had to
outsource. She wanted to use Al askan grown henp for her

products. In addition, she wshed to supplenent her
livestock with henp for greens, bedding, and fodder. She
offered that henp grew well in Al aska, was a beneficial

cover crop, and that commonly used harvesting equipnent
wor ked for henp. Henp was successfully harvested in other
parts of the world and that specific harvesting equi pnment
had been invented. She asked for the comm ttees support.

Representative Grenn asked how | ong the Denali Henp Conpany
was in business. M. Haynes answered that the conpany had
been maki ng products with henp seed oil since 2014 and she
operated another business that used it since 2008

Representative Genn asked for verification that she had to
outsource henp. M. Haynes answered in the affirmative.
Representative Genn asked how nmuch her costs would
decrease if she could grow her own hemp. M. Haynes
answered that one acre of henp produced approxinmately 50 to
70 gallons of oil per year, which was enough for her
products. In addition, the harvest would feed her
livestock. One of the challenges of the henp industry was
finding the particular varieties that would grow in Al aska
and produce oil or other desired qualities of the plant.
Representative Grenn stated that Alaska's growi ng season
for henmp was challenging and asked for clarification. M.
Haynes answered in the affirmative. She briefly described
net hods and varieties that would likely work in the state.

2:51:17 PM

COURTNEY MORAN, ATTORNEY, EARTHLAW LLC, PORTLAND, OREGON
(via teleconference), testified in support of the bill. She
related that she was an industrial henp attorney and
advised the bill's sponsors and state's Division of
Agriculture on how to design a regulatory framework that
woul d support a sustainable industrial henp program in
conpliance with federal |aw She hoped the bill passed
unani nously fromcommttee.

Representative Quttenberg indicated that an issue had been
rai sed about the |legal distance between a henp and a
marijuana farm He asked who adm nistered control over the
issue in other jurisdictions. M. Mran answered that
Oregon did not currently have any specific isolation
designations. She detailed that farners were encouraged to
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plant only female plants as a prevention to any cross
pollination. Oregon encouraged farnmers to talk with their
nei ghbors to |imt the risk as nuch as possible. She
suggested the Canadian system as a nodel for Alaska. She
delineated that Canada had a certified seed program and the
m nimum isolation distance was 5 kiloneters (3.1 mles).
She qualified that specific guidelines for Al aska was
necessary to accompbdate variables based on the tine of
planting and pollinating, the geographic region, and
climte.

2:55: 07 PM

REG NA  MANTEUFEL, EXECUTI VE DI RECTOR, BACK TO WORK,
ANCHORAGE (via teleconference), testified in favor of the

bill. She was currently healing from stage |V breast cancer
and believed CBD oil was assisting in her recovery. She
listed the health benefits of CBD oil, juice from the henp

| eaves, and henp powder and shared the nethods she used to
i ntake henp products. She nentioned that she was the owner
of Regina's Hotel in the Fairview nei ghborhood of Anchorage
as well as the Executive Director of the Back to Wrk
Net wor k. She believed that her clients and custoners would
benefit from taking henp products for health. She related
antidotes and nade suggestions from personal experience
regardi ng the use of henp products as health suppl enents.

Vice-Chair Gara was glad Ms. Manteufel was recovering and
noted his support for the bill.

3:01: 49 PM

STEVE ALBERS, KENAI SO L AND WATER CONSERVATI ON DI STRI CT,
KENAI (via teleconference), testified in support of the
bill. He had researched the nunmerous benefits of industrial
henp and endorsed the |egislation.

3:02:32 PM

Representative CQuttenberg asked whether the Departnent of
Commerce, Conmunity and Econonmi ¢ Devel opnent (DCCED) was
satisfied with DNR regulations regarding the distance
bet ween an industrial henp and | egal marijuana farm

ERI KA MCCONNELL, DI RECTOR, ALCOHCOL AND MARI JUANA CONTRCL

OFFI CE, DEPARTMENT OF COWERCE, COVMUNITY AND ECONOM C
DEVELOPMENT (via teleconference), felt that the bill
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"adequat el y addressed" the regulatory issues. She indicated
that the Division of Agriculture was tasked with witing
the regulations regarding industrial henp farnms, including
the distance issue. She assured the commttee that the
Marijuana Control Board would "pay close attention to the
regul ation's" developnment. In addition, provisions in the
legislation required division conmunications wth the
boar d.

3:05: 07 PM
AT EASE

3:26:44 PM
RECONVENED

Co- Chair Foster CLOSED public testinony.

Representative Kawasaki referred to provisions in the
legislation requiring that the fees for application or
regi stration equaled regulatory costs. He wondered whether
estimates for the regulatory costs were known.

BUDDY WHI TT, STAFF, SENATOR SHELLEY HUGHES, deferred the
guestion to the Departnment of Natural Resources.

Representati ve Kawasaki indicated that he would obtain the
answer at a later tine.

Co-Chair Foster MOVED to ADOPT Anmendnent 1, 30-LS0173\E. 1
(Bruce, 5/3/17) (copy on file):

Page 1, line 3, follow ng "marijuana;"

I nsert "providing that cannabidiol oil is not included
in the definition of 'hashish oil";"

Page 5, line 25:
Delete ", but do not include cannabidiol oil"

Page 6, following line 23:
I nsert new bill sections to read:

"* Sec. 6. AS 11.71.900(11) is anended to read:

(11) "hashish oil™" nmeans the viscous liquid
concentrate of t et rahydrocannabi nols extracted
fromthe plant (genus) Cannabis, but does not

i ncl ude cannabi di ol oil;
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* Sec. 7. AS 11.71.900 is anmended by adding a new

par agr aph to read:

(31) "cannabidiol oil" nmeans the viscous |iquid
concentrate of cannabidiol extracted fromthe plant
(genus) Cannabis containing not nmore than 0.3
percent delta-9 tetrahydrocannabinol ;"

Renunber the follow ng bill sections accordingly.
Representative Wl son OBJECTED for discussion.

Co-Chair Foster explained that the amendment had been
brought to his attention by the Departnent of Law. He
detailed that the definition of hash oil in AS
11.71.900(11) had not been anended and would include
cannabidiol oil (CBD) therefore, CBD would still fall under
the definition of hashish oil in the crimnal code. The
anmendnent, if adopted, required the definition of hash oi
in statute to be redefined and necessitated a Concurrent
Resolution due to triggering a title change in the bill.

3:30:10 PM

Representati ve Kawasaki asked for the Departnment of Law
(DOL) to address the difference between the CBD oil and the
recent confiscation by the state of cannabidiol oils. M.
Whitt delineated that the section was added in response to
concerns that a nethod of concentrating |arge anounts of
i ndustri al hemp to <create a THC product would be
di scovered. He rem nded the commttee that industrial henp
cont ai ned 0.3 per cent or bel ow of delta-9
t et r ahydr ocannabi nol (THC). He related that hash oil
contai ned the "psycho addictive" elenents of marijuana. Due
to the current |legal definitions of hashish oil CBD oil was
illegal in the state. He acknow edged that t hree
confiscations of CBD oil took place since January 2017,
which was a costly and wasteful endeavor since CBD oil had
no psycho addictive effects. The anendnent ensured that CBD
oil was renoved fromthe crimnal statute.

Representative (Quttenberg referred to earlier public
testinmony regarding extracting 55 gallons of henp oil from
an acre of henp. He asked whether the anendnent was
designed to prevent the ability to concentrate the 55

gal l ons down to one ounce of hash oil. M. Witt replied in
the affirmative. Additionally, he spoke to the desire to
prevent creating an illegal product out of a |egal product.
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Co-Chair Seaton surmised that the percentage over 0.3
percent was the part that made the product change from
cannabidoil to hashish oil. M. Witt answered in the
affirmative. He elaborated that the goal of SB 6 was to
create a program that produced products that excluded the
possibility of any associated crimnal activity.

3:36: 39 PM

Representative Quttenberg wondered at what point - if
soneone had a 55 gallon drum of henp oil, they could
legally turn it into hash oil. He asked if there was a way

to legally go above 0.3 percent with industrial henp.

KACI SCHROEDER, ASSI STANT ATTORNEY  GENERAL, CRI M NAL
Dl VI SI ON, DEPARTMENT OF LAW offered that she did not know
the science behind the issue and whether it was possible to
produce hash oil from CBD oil. However, producing anything
above the 0.3 percent threshold was illegal.

Representative Wl son W THDREW her OBJECTI ON
There bei ng NO OBJECTI ON, Amendrent 1 was ADOPTED.

SB 6 was HEARD and HELD in conmmittee for further
consi derati on.

Co-Chair Foster reviewed the schedule for the follow ng
day.

#
ADJ OURNIVENT

3:39: 59 PM

The neeting was adjourned at 3:39 p.m
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