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Illicit sales have thrived...

Henrico aiming to crackdown on vape shops in the count

County leaders said vape shops are finding ways to circumvent the rules,
posing a serious health risk to youth.

“We know for a fact that these vape shops are not checking IDs. They 're
selling them to minors.” — Rev. Roscoe D. Cooper 111

Over $100,000 and 20 pounds of marijuana seized from vape shops

Law enforcement officials seized more than 20 pounds of marijuana and over
$100,000 after a new Hanover ordinance.
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“The ordinance gives law enforcement new tools to crack down on illegal sales.”



...and youth trends are worrying

1 in 3 respondents perceived retail access of cannabis to be very easy or sort of easy despite
restrictions on the non-medical sale of cannabis.

Veryeasy [ Sort of easy Sortofhard M Very hard

18-20 Year Olds (n=3,760)
21-25 Year Olds (n=2,626)

§ 11.0%

Note: 39.3% [38.1, 40.6] of respondents were not sure how accessible cannabis is from retailers or dispensaries.

2024 Virginia Young Adult Survey (YAS) Results * 50 D B |—| D S




Public Safety: The Opportunities

Apply Consumer Protection Law

* Truth in Advertising: Hold products to the status on the label
« Ensure violations from un-licensed retailers fall under consumer protection statutes

Visible Decals with Strict Penalties

* Create a decal that all licensees must display prominently
* Ensure stiff penalties for falsifying a decal or selling cannabis without a decal
* Consider limiting the use of the word "Dispensary" to licensees

* Local control over zoning and hours exists in the legislation
* Opt out will limit revenue generation



The Perils of Local Opt Out

Opt-out localities fuel illicit market sales and create enforcement
challenges

Limited locations limit tax revenue
Difficult to reverse, even though there is a process

47% 53% S7%

of cities and counties of cities and counties do of cities and counties do

allow at least one type not allow any type of not allow any retail

of cannabis business cannabis business cannabis business

(252 out of 539) (287 out of 539) (305 out of 539)
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Protecting Patient Access

Patient
Access
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Health Concerns Drive Medical Patients and

AU Consumers

64% of consumers use cannabis to relax
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|

Reasons for using cannabis

Relaxation (70%) and Sleep improvement (69%) remain dominant factors in why
women use cannabis products. Pain relief is a motivator for 53% of women who
use cannabis products, while nearly half report using them to address
depression or anxiety (51%).
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45% say cannabis helps them fall asleep
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Medical Programs Remain Necessary

Pharmacist Practitioner
consultations certifications
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Patient Protections in the Proposed Legislation

v
v
v
v
v

Colocation with medical

Tax collected at point of sale

Priorities for patient menus

Patient priority plan as part of conversion process
Requirements for high CBD options
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Expanding Patient Access

Prohibit separate fees for certifications
Study obstacles to insurance reimbursement
Engage providers to remove obstacles to participation

15



Creating Fair Markets
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Obstacles to Fair Markets

The single greatest competition for legal operators is
the illicit market.

VA’s illicit sales estimates are $2-3 billion in annual
sales
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Litigation Resistant Legislation Promotes Fair

Competition
Litigation is a significant setback to programs that seek to include disadvantaged populations

& =

Causes unpredictable delays in Delays lead to higher costs for Supply chains need dispensary

licensing (IL and NY both delayed disadvantaged applicants and less access to expansion to avoid oversupply
capital

2 years)
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Medical Inclusion Stabilizes

Transitional Markets

Virginia’s medical market has 30" dispensaries: enough to generate
significant tax revenue but not enough to capture a market saturated
with illicit shops.

Transitioning incumbent operators provides:
N E 3
shelf space for new cultivators products for new retailers partnerships for entrepreneurs.

Columbia Care Launches New Collaboration with Minority-Owned Edibles Company,
ButACake

*only 24 are operational 19



Generating Revenue
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Medical Inclusion Generates Revenue without

Impacting Fair Markets

Addresses Consumer Confusion
»  Allows for sales to begin in a critical mass of locations across the state, ensuring legal
outlets are available for consumers

Regulatory Ease

» The medical program already has safety standards, testing labs, etc

»  Functionally, the only distinction for dispensary operations is no pharmacy/tech
consultation

Begins illicit market capture
« Cannabis is already being sold, but legalization needs to change consumer behavior

States with reasonable tax structures like the one proposed in VA see steep returns

Alaska
Arizona
California
Colorado
Connecticut
lllinois
Maryland
Massachusetts
Michigan
Missouri
Montana
Nevada
New Jersey
New Mexico
New York

First Year Sales
Revenue (Per
capita)
$2
$17
$10
$12
$6
$23
$4
$82
$5
$1
$42
$14
$35
$12
$0
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Medical Inclusion Stabilizes

Transitional Markets and Supports Competition

Percent of Companies with Women or Minority Ownership

[ Percent Ownership Non-White = ====-. Non-lllinois Average

60%

50%
40% 3% 36% 34%
30%
20%
10%

0%

MINORITY OWNERSHIP

The states marked with an asterisk tally the total number of women or minority owners in a business, rather than the
business.
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Case Study: NY

NY’s cannabis industry screeches to grinding

> D_e_layled enforcement halt after court issues restraining order
> thlgatlon delays |ed to 300,000|bs Updated: Aug. 16, 2023, 11:55 a.m. | Published: Aug. 08, 2023, 7:45 a.m.

of oversupply, devastating to small Slow start to New York’s legal pot

. farm_ers market leaves farmers holding the bag
M ed ICal prog ram haS Sh run k’ As the first legal weed businesses in the state, AUCCs may have endured

|eaV| ng patlents WIthOUt dCCEesSS In the most prolific sequence of setbacks. The CCB issued New York's first

some reg|ons marijuana cultivation licenses in April of 2022, but a slower than promised

retail rollout in 2023 left most of those farmers sitting on thousands of

> SOCIal eq u Ity ta rg ets aCh Ieved y M pounds of product with nowhere to sell it.
at what cost?




Case Study: MD

Percent of Companies with Women or Minority Ownership

> Enforcement was part of
legalization approach, via ATCC

> Clear medical transition date
generated 6x the tax revenue of
NY

> SE Application Lottery was swift

and faced minimal litigation .
Governor Moore Announces More than $1.1 Billion
> Second Only to IL for number of in Total Sales During for First Year of Cannabis

SE licensees Legalization

The states marked with an asterisk tally the total number of women or minority owners in a business

business.




Case Study: MD

Percent of Companies with Women or Minority Ownership

[ Percent Ownership Non-White Non-lllinois Average
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The states marked with an asterisk tally the total number of women or minority owners in a business, rather than the
business.
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