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Chair Wilkin, Vice Chair Reineke, Ranking Member DeMora, and members of the
Qhio Senate General Government Committee, thank you for hearing my testimony in
opposition to Senate Bill 326 as introduced by Senator Huffman.

My name is Wesley Bryant. | am the founder and CEO of the company
420CraftBeverages, a company licensed by the Ohio Department of Agriculture to make
and create hemp-infused beverages. We have been in operation since 2020. To date,
we have grown by leaps and bounds from a small craft operator to a company that now
supplies drinks to 17 different state markets. We have a small retail operation in
Cleveland, Ohio, and a large production facility operating in the same footprint. We have
undergone multiple state inspections and have had zero violations since we became
licensed. | have had other smaller operations in the Carolinas, Colorado, California, and
Oregon before settling in Ohio. Ohio is one of the most restrictive markets when it
comes to producing products, so much so that | can guarantee we meet the standards
set forth by other states. | am a husband and parent of three. | live in Cleveland. My kids
have attended, and two still attend, Ohio grade schools and do not maintain residences
outside of Ohio because Ohio has become my home. This is something | am proud of.
My company has an annual impact locally of roughly 4 million dollars, and | employ 14
directly for in-house production and retail sales, as well as another 25 indirectly as
outside reps and business developers. | currently pay roughly 30k a month in sales tax
and countless thousands monthly in employment taxes. We are expecting a 5x
increase in sales with the new contracts we have coming up after the first of the year.
This increase will add about 10-12 more direct employment opportunities for potential
hires. My employees come mostly from the Cleveland School of Cannabis. With the
passage of the bill in its current form, | am sad to say | would have to lay off all of these
employees, as well as default on my building leases and move my company out of
state. | ask that you reconsider this bill or opt to change the language so that companies
like mine that follow the rules as set forth can continue to be a productive member of
Ohio's business landscape.

| was in the previous hearing listening to the proponent's testimony. While | did agree
with some of the points being made, such as age-gating, testing, and labeling
requirements, | do believe a lot of the testimony was based on fear-mongering. During
my time in Oregon, what | did was harvest consulting and overseer of harvest
operations. My job was to go into farms around mid-crop cycle and create a plan with



the farmer to harvest the raw hemp from the fields and get the hemp to a marketable
product form. The majority of the marketable forms were concentrated distillates and
isolates, with a few finished goods thrown in. | was the overseer of roughly 1,500 acres
all across Oregon and Northern California. On average, we would see between
1,700-2,200 Ibs of whole plant biomass per acre. As for total U.S. production, though
there has been a decline, you must understand there are a few factors at play in
understanding why there are so many products available in the market. In 2015, the
USDA reported 3,933 acres, reaching its peak in 2019 at 147,592 acres and falling to
28,314 acres in 2022. On average, since 2015, that's 52,428 acres per year.
https://www.lincolnu.edu/cooperative-extension-and-research/cooperative-research/plan
t-science-programs/hemp-institute/lu-ag-hemp-fact-sheet_final.pdf. if you use the
conversion factor of the low end of what we were seeing at our farms of 1,700 Ibs per
acre, that would yield 118 million doses per year at a general dose of 25 mg per dose. |
say all this to rebuke the claims made by some of the previous proponents that foreign
production of these cannabinoids is the foundation of what you find in stores today. |
can't attest to every single product on the market, but in my experience in the last 12
years in this industry, there is a vast network of farmers, production labs, and product
formulators consistently running the U.S.-grown acres into final goods. To this date, |
have never purchased or seen foreign-made cannabinoids in the markets | am privy to.

To further this discussion, a lot has been said about untested and unregulated
products. | believe this to be another bout of fear-mongering. As | mentioned previously,
| have operated in a total of 6 states, Ohio included. In each and every one of those
states, there was its own hemp program. Each and every one of them had full panel
testing requirements for finished goods. They require the products to be tested for, at a
minimum, the finished product. Ohio goes a bit further and requires a cannabinoid
profile test performed along with a measurement of uncertainty report accompanying
that COA. You may use the COA from your lot of extract to report microbial
contaminants of public health concern, mycotoxins, heavy metals, and solvents. If the
extract COA is missing any of the above-mentioned elements, you must either test your
lot of extract or conduct the appropriate tests on ALL finished products. It was also
stated in the proponent meeting that there's no trace and track accountability for the
products. However, this is also untrue, as Ohio requires its licensed producers to keep
records for at least 5 years, and they must contain

a. Records relating to the purchase of raw/unprocessed plant materials: i. Name
and license number of the processor from which you purchased the material.

ii. If the licensed cultivator is licensed by a state or jurisdiction other than Ohio,
The state or jurisdiction of licensure, their address, and a copy of their cultivator's
license.

License.



iii. Bill of sale or other document stating purchase price, quantity, and date of
sale.

iv. The COA from the appropriate laboratory authority which indicates that the
The purchased material meets the definition of hemp (less than 0.3% total THC).

A document stating the total purchase amount of hemp products in the last
calendar year.

b. Records relating to purchase of extracts and purchase of finished products.
(Purchase of finished products would be for example, receiving an already finished
hemp product and then repacking, labeling, or relabeling the product).

i. Name and license number of the processor from which you purchased material.

ii. If the licensed processor is from a state or jurisdiction other than Ohio, the
Originating state or jurisdiction, the processor’s address, and a copy of their last.
inspection report.

iii. Bill of sale or other document stating purchase price, quantity, and date of
sale.

iv. The COA from the appropriate laboratory authority which indicates that the
The purchased material meets the definition of hemp (less than 0.3% total THC).

All of the aforementioned requirements can be obtained by reaching out to Ohio’s
Department of Agriculture.

Though my company does not use synthetically derived cannabinoids and all of our
products are made using naturally derived cannabinoids directly from plant material,
Senator Demora had asked the question, “Can Delta 8 be made safely?” In my opinion,
it would be a resounding yes, but under a controlled environment, a full panel test must
be completed, looking at residual solvents and heavy metals upon completion. These
are the same tests that we are required to have performed on lot material, as mentioned
above, when produced in Ohio.

To understand what Delta 8 is, you must first understand that the cannabis plant is not
only just CBD or THC; in fact, there are over 113 known cannabinoids that make up the
cannabinoid profile of the cannabis plant. Delta 8 is just one of them. To note, Delta 8
occurs naturally in cannabis, but at the time of harvest, the levels are usually too low to
make it a viable cannabinoid to extract in abundance. | use the term "at harvest"
because, upon long-term storage of cannabis extract considered post-harvest, the
cannabinoids start to degrade, and upon degradation, those same major cannabinoids,
such as CBG, CBD, and THC, start to lose their structure and naturally convert into the
minors like CBN, CBNa, Delta 8, CBL,and CBC. Think aging like fine wine
https://x.com/steephilllab/status/814864129534152706/photo/1. This process, though
natural, can take months or even years.



However, | would argue that the labs doing it correctly, using acids such as citric acid,
which are added to an abundance of food as a preservative, and a heated vessel similar
to the process of pasteurization found in the common practice of milk production, could
be argued to be a cleaner method for the creation of a concentrate than traditional
methods found in state-licensed marijuana facilities. To further this argument, these
same synthetic methods are found in state-licensed marijuana producers and facilities
across the United States, including here at home in Ohio, in the production of CBN.
CBN is not usually found in abundance in marijuana cultivars, meaning naturally grown
plant material, and requires a synthetic conversion process to make it available in
abundance for product production. These CBN products are readily available across
Ohio's cannabis program.

CBN is an amazing cannabinoid compound that has been said to assist in helping
people get more restful nights' sleep, but yet is nothing more than a synthetic
cannabinoid by definition. Rules for thee and not for me should not apply, and if the real
worry is the safety implications of synthetically born cannabinoids, then that brings all
extraction methods under fire. In order to extract raw cannabinoids, no matter whether
that is hemp or marijuana, unless you are doing ice water extraction, you must have a
carrier like liquid CO2, ethanol, methanol, or alcohol to act as a solvent, which gives you
a crude form of natural plant material. Then it must run through distillation/purification
that strips the plant of its waxes and lipids, then using yet another stage of solvents.
But this is done using heat, which then causes THCA, CBDA, and CBGA to convert to
their non-acidic versions, which one would argue is a synthetic conversion because you
are converting to its degraded state using a chemical compound. If this argument holds
water, then every product on the cannabis market, both hemp and marijuana, aside
from raw flower or cold water extracted products, would be considered a synthetically
born cannabinoid: thereforeit , would be unsafe, as considered in the proponent
testimony in the previous hearing.

| say all this not to frighten but to enlighten the panel before me that cannabis,
hemp, and marijuana have made major strides since their legalization and have found a
multitude of ways to make these products widely available for the consumer market.
This shows without a doubt the ingenuity and creativity of entrepreneurs in America. As
with any industry in America and around the world, there are bad actors. We hear about
it all the time through news sources and see it firsthand in our day-to-day lives. | think
we can all agree that in most cases, those bad actors only represent a small portion of
people in their respective industries. Age-gates, proper labeling, testing, and track and
traceability are needed, not bans. As elected officials, it is your duty to understand your
constituents. It is without a doubt the explosion of hemp and cannabis products to the
market, and the long lines of people waiting to purchase the items should make it clear



that they want these products. It should not be the duty of elected officials to tamp down
the industry of one to bolster the profits of another. | do not believe that is what the
American dream is about. The Declaration of Independence says, "We hold these
truths to be self-evident, that all men are created equal, that they are endowed by their
Creator with certain unalienable Rights, that among these are Life, Liberty, and the
pursuit of Happiness." The phrase "all men are created equal” is central to the American
Dream, suggesting that everyone has the same opportunities to succeed. But this does
nol seem (o be he case in he lace of cannabis leygalizalion in Ohiv. The opporlunilies
are limited unless you have a very large sum of capital in reserve. In Ohio, licenses for
cannabis retail sales were limited to a very small amount of availability, in which 84% of
these businesses are multi-state operators and foreign entities. A simple Ohio Secretary
of State search will show this. | understand limiting cultivation and production to limit
market saturation and maintain quality and economic survivability. What is less than
understandable is why the state would limit retail establishments. This can only be
attributed to a small number of licensed participants having an oligopoly on the Ohio
cannabis market. This has led to consumer disdain in the state of the Ohio cannabis
market. This can be seen across multiple message boards, and anytime a news article
comes out, you can see the massive amount of negative comments from consumers
here in Ohio. The current cannabis market here in Ohio does not represent what the will
of Ohio's voters was voting for. Instead of working to resolve these issues in their own
market, the licensed cannabis establishment is coming after the mom-and-pop hemp
industry, with the majority of these mom-and-pop businesses being local entrepreneurs,
with the intent to take these businesses off the board in hopes that it will drive up their
bottom line revenues that ultimately leave the state market as they are out-of-state
companies. Across Ohio, roughly 3,000 mom-and-pop hemp businesses are thriving in
their respective neighborhoods, paying large sums of state employment taxes and sales
tax. The customers have personal relationships with the employees and owners of
these establishments that they see in their day-to-day life because they are local.
There's a level of trust built by these relationships. | ask you, Senators, if it was really
about the safety and well-being of Ohio's consumers, then make a provision that these
businesses have the opportunity and right to get licensed immediately upon meeting the
Ohio Cannabis Control Board's facility requirements, assuming they are located in a
city/neighborhood/township that allows the opening of such a location. | can almost
promise you that you will get the entire licensed cannabis industry in Ohio fighting
against that amendment. With that being said, | believe that should tell you what you
need to know about this witch hunt of hemp companies and retailers.

In conclusion, 3,000 Mom and Pop businesses here are facing the possible
economic turmoil with the passage of this bill in its current form. This will lead to the
closure of 85-90% of these businesses, as they depend on these products to maintain



their customer base, which allows them to put food on their tables for their families. This
was seen with the passage of Virginia's similar ban, for which Whitney Economics did a
full report in 2023. However, what must be considered is that between then and now,
this industry has grown by 100-fold. For instance, year to date, we have been able to
add 1,000x in gross sales. In 2023, my company made roughly $500k. By the end of
2024, my company alone will have grossed $5.3 million. After speaking to the business
leaders in Ohio, they are seeing similar gains. With that being said, let's take half of the
known businesses here in Ohio, like mine. That's 1,500 known busincsscs at roughly $5
million in sales a year of these products. That's a gross of $7.5 billion a year just in
Ohio. The average sales tax in Ohio, according to
https://taxfoundation.org/location/ohio/#:~:text=0Ohio%20has %20a%205.75%20percent,
estate%20tax%200r%20inheritance%20tax. is 7.24%, which equates to $543 million in
sales tax alone. This does not include employment tax and corporate tax, which |
remind the panel stays in Ohio because these are Ohio entities, not out-of-state
companies. Now, with that being said, when it comes to revenue, Whitney Economics
has previously calculated the multiplier effect for cannabis to be at 2.8x, meaning that
the total economic impact of hemp, in this case here in Ohio, discussing just tax
revenue considering the multiplier effect, is $1.52 billion a year. This would all cease to
exist with the passage of this bill, as it did in Virginia. If the real discussion is the safety
of the people of Ohio, then | ask this panel to support an amendment or series of
amendments that address the safety concerns by implementing age gates, proper
labeling, testing, and track and traceability. This has already been accomplished by the
safe production of products under the Ohio Department of Agriculture's hemp program.
We ask that you extend this to incoming products into the market as well. | would also
go so far as to propose a small levy on these products at the counter sale to fund an
enforcement program through the Department of Agriculture's program, as they are very
capable of understanding these products, as they already regulate what's made here in
Ohio.

| would like to thank you for hearing my testimony in opposition to Senate Bill
326, and | am open to questions.
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DISCLAIMER

Whitney Economics does not take a position on the legalization of cannabis nor
does it take positions on proposed legislation; however, it does derive revenue
from cannabis and hemp related companies and stakeholders. The views,
opinions, and positions expressed in this paper are those of its author Beau
Whitney, and do not necessarily reflect the views, opinions, or official positions

of any of our dffiliated organizations, groups or clients.
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EXECUTIVE SUMMARY

The hemp-derived cannabinoid industry rose in prominence in
the years since the passage of the 2018 U.S. Farm Bill. The Farm
Bill de-scheduled hemp as a controlled substance, thereby
allowing for the rapid expansion of the hemp industry. While many
parts of the hemp supply chain have experienced a boom-and-
bust cycle, hemp-derived cannabinoids produced from CBD have

expanded significantly.

Federal regulation was not able to keep pace with the
rapid deployment of hemp products on the market.
While mostly self-regulated (with the exception of the
cultivation of hemp), concerns arose over the potential
intoxicating effect of some cannabinoid products,

and the potential public safety risks associated with
intoxication. State legislatures attempted to intervene
and provide regulatory structure to the industry, but
those efforts have generated several unintended
consequences on the industry.

Currently, the total demand for hemp-derived
cannabinoids is valued in excess of $28 billion and
supports the employment of 328,000 workers, who
earn $13 billion in wages. Overall, the total economic
impact of the hemp-derived cannabinoid industry on
the U.S. economy is in excess of $79 billion. While
they may seem large, these estimates are actually
conservative, because they do not account for demand
and employment from gas stations, grocery stores and
convenience stores.

Industry stakeholders are asking if, from a regulatory
perspective, the state-by-state system is working.
While some have said that state interventions have
addressed serious public safety issues, others have
said that the state-by-state systems are doing more
harm than good. They argue that a more enhanced
federal regulatory structure is more appropriate, given
the size and scale of the industry and the need for
standardization at the cultivation, manufacturing and
retail levels.

In order to address these issues, policy makers at all
levels require data. Up to this point, there has not been
a comprehensive, national assessment of the hemp-
derived cannabinoid industry. Whitney Economics has
taken a conservative approach to data gathering and
projections. The intention of this report is to provide

a baseline of data in order to help hemp industry
stakeholders understand the level of economic activity
associated with hemp cannabinoids, and the impact
that policy changes will have on the future.
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INTRODUCTION

Since the 2018 Farm Bill was signed into law, hemp
products have begun to proliferate throughout the
U.S. market. While hemp fiber and grain policies

are still being debated (which is impacting the
development and growth of those markets), policy
discussions have centered around hemp-derived
cannabinoid products, which have hit the market in a
significant way. Hemp derived cannabinoids initially
were sold as products containing CBD, but then
evolved into intoxicating products and products with
potential medical applications.

The rapid pace of hemp-derived cannabinoid
product deployments has outpaced the ability for
policy makers to respond. While some people feel
that hemp derived cannabinoid products were

not the intention of the 2018 Farm Bill, others take
an opposite position, arguing that hemp-derived
cannabinoid sales are proof of the success that was
intended by the law.

The policy debate already has lines drawn regarding
intention and legality, but there has been very little
data available to date on the size and impact of
hemp-derived cannabinoids on the U.S. economy.

Data on sales, jobs and taxes are crucial, when it
comes to making policy. If a policy is imbalanced, it
may impact public safety or other important issues, or
it may unknowingly displace jobs, reduce tax revenue
and put operators out of business. Availability of data
is essential because it allows regulators and policy
makers the ability to make informed decisions.

Up to this point, data on the economic impact of
hemp derived cannabinoids has been limited to
single state analyses in Florida and Texas. Additional
reports analyzing manufacturing in Colorado and
retail in Virginia have been published. More data

and analysis are in process for lllinois, Indiana and
several other states. To date, a comprehensive report
covering the entire U.S. hemp-derived cannabinoid
market has not been published.

This report is the first of its kind: a comprehensive
economic impact analysis of the U.S. hemp-derived
cannabinoid industry.
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OBJECTIVE OF THE REPORT

The objective of this report is to quantify the hemp-derived cannabinoid industry at the national level,
including business revenues, jobs, wages and tax revenue potential. The report also examines the
impact that a patchwork of state policies has on the national industry.
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ABOUT HEMP

Understanding hemp: It is not just about

intoxication

While the focus of this report is on the hemp-derived
cannabinoid market, many legislators, regulators and
other stakeholders do not always recognize that there
are actually three markets within the hemp industry;

1) Fiber, 2) Grains/Seeds, and 3) Cannabinoids. Given
the rapid ascension of hemp-derived cannabinoids,
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policy makers tend to forget about the other sectors
within the hemp industry and focus primarily on the
cannabinoid sector. The economic potential of all
three hemp sub-sectors is significant, in fact it

is actually larger than the adult-use and medical
cannabis industry. This report will focus only on the
hemp derived cannabinoid market: the smallest of the
three markets.
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CANNABINOID POLICY AND ITS MARKET EFFECTS

A baseline of data on demand, employment, wages,
taxes and overall impact is beneficial when it comes
to policy analysis. Data enables decision makers to
better understand the potential impacts of current and
proposed changes to policies and regulations. This
section will examine the current state of policy. We will
pay attention to how federal policy gaps have created
distortions in the national cannabinoid marketplace.

U.S. Federal Hemp Policy Overview
Hemp-derived cannabinoid policy can be very complex
to understand. The 2018 Farm Bill de-scheduled hemp
and all of its derivative products. Some argue that this
was the intention of the policy makers, while others
argue that it was an unintended consequence. When
the 2018 Farm Bill was signed into law, it gave a basic
framewaork on agricultural policy. Most of the policy
dealt with existing agricultural industries, with hemp
being an exception.

Conflicting Approaches by Federal Agencies
Typically, when laws are created, they provide a basic
legal framework. Regulators then produce the rules
and regulations to support that basic legal framework.
When laws change for existing regulated industries,
regulators are forced to update their current policy
sets in order to conform with the laws. Hemp has had
very little regulatory structure, because it is basically

a new industry. With the exception of a broad base of
regulations deployed by the USDA, other regulators
have yet to deploy their guidance, particularly the FDA.

The deployment of federal policy has not kept

up with the evolution and fast-paced changes of

the marketplace. The FDA has taken a light touch
approach to regulation, delaying fundamental policy
decisions related to cosmetics, supplements and
drug designations. The USDA has embraced hemp in
general and has set up a national regulatory structure
that helps to manage licensing and testing of hemp.

The key here is that once hemp is tested on the farm and
passes the 0.3% THC Delta-9 by dry weight threshold,
then it is defined as hemp throughout the processing,
manufacturing, distribution and retail networks.

The State and Federal Disconnect

In the 2018 Farm Bill, the law reads basically that
anything derived from hemp is considered hemp. This
section of the bill has been used by hemp business
operators to innovate and deploy products into

the marketplace. The resulting surge in products is
undeniable, and has resulted in legal challenges and
regulatory clarifications. Regardless of these legal
actions, both the DEA and the courts have weighed in
on this, affirming the legality of hemp-derived products.
Essentially, the assertion that “anything derived from
hemp is hemp" has been affirmed by both the DEA and
the courts.

DEA Ruling: Agency Recently Reaffirmed
the Legality of Delta-8 THC, Delta-10

THC & HHC

On or about February 13, the DEA responded to an
inquiry from Attorney Rod Knight regarding the legal
status of THCO (only). The DEA stated that THCO is

a schedule one controlled substance applying the
Analogue Act. The DEA letter was solely about THCO,
specifically delta-8 THCO and delta-2 THCO. It did

not in any way address delta-8 THC or any other
compound. The legal status of delta-8 THC was not
impacted in any way by the DEA’s letter, except

to the extent that its lawful status as “hemp” was
reinforced. The DEA could have said that Delta-8-
THC was unlawful or was synthetic; it did not. Instead,
previously, the 9th Circuit Court of Appeals had indicated
that Delta-8 ‘fits comfortably’ within the hemp definition
of the Farm Bill.
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U.S. 9th Circuit Court Ruling: Hemp and
Hemp Derived Products are Legal

Hemp Derived products are hemp by definition and
are therefore legal to sell and productize, according
to the U.S. 9th Circuit. As such, they do not require
as much regulation as does federally illegal adult-use
and medical cannabis. While adult-use and medical
cannabis industry operators are crying foul and
painting hemp-derived products in a negative light,
the fart remains that until pelicy changes are made
at a federal level, hemp derived products will remain
federally legal.

Based on a survey of hemp-derived cannabinoid
operators conducted in 2023, the hemp and CBD
supply chain extends to all 50 states. A rule change

in one state can have an adverse impact on another
and cause supply chain disruptions. State-by-state
enactment of laws addresses federal regulatory
ambiguity, but is disrupting firms’ abilities to conduct
interstate commerce. Additionally, the lack of certainty
about what is legal is negatively impacting investment
flows into hemp. If a company is not certain that a
product will remain legal in a market, it will hesitate in
deploying there. Uncertainty will suppress the growth
of the nascent industry, and impact the development of
the infrastructure needed to support ongoing growth.
Much of the uncertainty could be addressed through
clear federal regulation at the product level. Meanwhile,
without clarity on which products are legal and where
they are legal, participation in hemp agriculture will
continue to be suppressed.

State Policy Interventions

To address the relatively light touch of federal
regulations, states have begun to intervene. Because
the hemp-derived cannabinoid industry is so new,
states generally do not know much about it. As such,
states have tended to underestimate the amount of
economic activity generated by hemp. In their own
self-interest, adult-use and medical cannabis operators
have sometimes played a large role in influencing
state policies. They have done so by characterizing
hemp-derived products as a public safety threat. This
has tipped policy more onto the side of public safety,
without considering the significant level of economic
activity that is occurring.

State Legislatures and Regulators React
States have attempted to specifically target hemp-
derived cannabinoids that may have an intoxicating
effect on people. Without federal guidelines, these
self-regulated products are leading to the potential

for untested, unsafe products to be acquired by
consumers. A lack of testing standards, labeling
standards and distribution standards also can harm
consumers or be accessed by minors. Concerns
about youth usage are particularly important to state
legislators. In some cases, proposed legislation

would either re-criminalize hemp derived products or
regulate them as a schedule one drug. Schedule one
drugs are illegal and defined as having no currently
accepted medical use, and a high potential for abuse.
Hemp-industry advocates have pushed back on these
proposals, arguing that while regulation is welcomed to
weed out bad actors, re-criminalizing a legal product is
legislative and regulatory overreach.

Potential Solutions: Federal Guidance on
Regulating by Product Intention

A simple solution to this regulatory murkiness would
be for the U.S. congress to provide more definitive
guidance with respect to regulating hemp products.

It is expected to be addressed in the 2023 Farm

Bill, but to what extent, it is uncertain. As a result of
this lack of regulatory clarity, state legislatures have
begun examining product intention-based legislation,
particularly when it comes to intoxicating cannabinoids.
State legislatures have attempted to enact solutions
to fix a federal problem. However, there are often
policies that interfere with interstate commerce, reduce
employment, and close businesses without measurably
addressing any stated public safety concerns.

Legislatures in 19 states have proposed laws to
completely prohibit the retail sale of hemp-derived
cannabinoids. This is an attempt to address these
perceived public safety issues at the state level, but
does not address other specific areas of concern.
Other legislatures have enacted laws that allow the
sale of hemp-derived cannabinoid products, but under
specific conditions. These conditions include testing,
proper labeling, and age verification at the point of
sale. Other state-level restrictions include capping the
level of THC in a given serving or package, though this is
less common.
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Where are hemp derived products legal? There
are three state approaches to the hemp-derived
cannabinoid industry:

e Prohibited: States that prohibit the sale of hemp-
derived cannabinoids (19)

» Restricted: States that have imposed restrictions on
the sales, but still allow them (9)

e Legal (Unrestricted): States that have followed the
guidance of the Farm Act and have determined that
the sale of cannabinoids is legal (23)

The extent to which states are developing laws can be articulated with the following statistics.

T T el |

7 Numbel of states

States without laws or restrictions on cannabinoids 23
States that ban hemp-derived cannabinoids 19
States with some restrictions on sales, but still allow them 9

Souice: Whitney Econormics

Patchwork System of State-by-State
Interventions

The patchwork of different state laws has made it
difficult for operators and investors to know what is
legal and what is not. It is reminiscent of the period
around the 2014 Farm Bill, when each state defined
hemp differently, which made commerce perilous. For
example, in 2019, a person transporting legal hemp,
with a certificate of analysis, a manifest and commercial
invoice was arrested in Idaho, while in transit from
Oregon to Colorado. He was charged with multiple
felonies despite the product being legal nationally.
Separately, during the same period, transporting

from Arizona to California was also a violation of the
law. Today, similar issues are evolving because of
these state-by-state differences. Attempts to address
public safety issues are being circumvented by online
sellers. This does not appear to be in line with what
the congress intended. State-by-state interventions
are not achieving their goals and are creating
other market distortions. With a clear divide in the
number of states that have legalized and criminalized
hemp-derived cannabinoids, federal clarity seems
appropriate.

Good Actors and Bad Actors

Many operators take public safety and product safety
very seriously, and use sophisticated product testing
and tracing systems. Other operators prefer to work
in the gray areas, shipping inconsistent products,

mostly online, and with little regard for youth usage,
product safety or truth in labeling. These operators

are negatively impacting the image of the industry,

and they are largely the reason why states have
intervened. Hemp industry operators who use best
practices for public and product safety are asking the
federal government to provide a basic framework for
regulators to use to address bad actors. This seems to
be a more viable path towards addressing public safety
issues in an effective manner.

The Hemp-Derived Cannabinoid Industry
Wants Greater Federal Oversight

Much of the confusion surrounding hemp-derived
cannabinocids comes from the fact that there is not
enough federal regulation. This sentiment is shared by
nearly all stakeholders. At the state level, the absence
of federal rules has agitated the conversation around
public safety issues, instead of fixing them. With the
exception of regulatory oversight from the USDA, much
of the hemp industry remains self-regulated.

Hemp Industry Would Benefit from

Federal Uniformity in Rules

While states are re-criminalizing hemp-derived
cannabinoids, industry operators generally feel that this
is an overreaction. Hemp policy is complex due to a
lack of federal regulation. A lower touch federal model
would appear to be more effective to address public
and product safety issues than the current state-by-
state patchwork of laws.
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Given the extensive reach and national
supply chain of hemp, federal uniformity
in rules would:

— Facility efficient flows of goods and services.

= Support public safety efforts

= Enable interstate commerce
= Contribute to the growth of the hemp industry

= Allow for the establishment of national
standards related to cultivation, production and
manufacturing of hemp-derived goods.

DATA AND ANALYSIS: CREATING A BASELINE OF DATA

There are many questions inspired by these policy
differences and legislative approaches. Whitney
Economics has conducted a national survey of hemp
cultivators, manufacturers, distributors and retailers in
order to assess the economic impact of cannabinoids
in the United States.

The survey was designed to shed light on

the following questions:

e What is the size of the hemp-derived cannabinoid
market in the United States?

© What are the economic impacts of the cannabinoid
industry?

s For those states that are following federal
guidance, what is the economic benefit?

» How many jobs are created by hemp-derived
cannabinoids?

= Are hemp product producers paying taxes?
* What is the total number of consumers?

e For those states imposing bans, what is the
economic impact?

» What is the size of those state markets that have
banned hemp-derived cannabinoids?

The national survey was conducted in 2023, receiving
more than 800 responses and covering 45 states. This
section will examine the data and the insights gleaned
therein. The complete survey question set is available

in the appendices of this report.




TOTAL DEMAND ANALYSIS

Total demand data helps operators, regulators and
policy makers make informed decisions, and to
understand the potential impact of those decisions.
To date, very little data has been generated on the
extent of demand for hemp-derived cannahinoids.
This section will examine the total demand in

the United States. A state-by-state breakdown is
provided in the appendices of this report.

In order to assess the amount of demand activity,
Whitney Economics deployed multiple surveys
across the U.S. and developed multiple revenue
models. The firm did this using its survey results,

as well as interviews with operators and limited
government data. Prior to this report, most estimates
were gleaned from the projected value of hemp
biomass or from revenues of CBD, based on publicly
available stock market data. Previous estimates
were borne from CBD production estimates from
Charlotte's Web (TSX:CWEB) and other publicly
available data, but not directly from surveyed
businesses. Additionally early estimates do not
appear to have considered the massive amount of
excess CBD inventory already in the market.

Three demand models of U.S. hemp
derived cannabinoids

¢ The first model examined each state’s survey
responses. Average revenue per store (from only the
responses), multiplied by the number of stores in the
state. This model tended to under-call the demand,
because it did not include sales from gas stations,
grocery stores and dispensaries. (This was considered
the lower bound)

» The second model examined the average sales per
store, spread out over multiple states and geographies.
Average sales figures were then applied to all stores in a
given state. (This was considered the midpoint forecast)

e The third model examined the per capita spending
for CBD and Cannabinoid products. It considered all
citizens 18 years and older. The per capita spending
was calculated by examining sales in known states, and
then dividing the total spends by adult population. This
was averaged out over several states. Then, per capita
spending was applied to the adult-poputations in every
state. (This was considered the upper bound).

Additional Notes on Per Capita

Spending Model

» While the per capita model is considered the upper
bound in this report, it is more likely the midpoint, given
the other models did not include sales at gas stations,
grocery stores and other distribution channels.

s By considering those, total sales estimates and average
sales would all be higher, thus increasing the per capita
spends.

» Per capita spending model has also been compared
to data and other calculations from prior Whitney
Economics unpublished research on cosmetics and
beverages, and is in line with those findings.

Results of Demand Analysis

The demand for hemp-derived cannabinoids is
significantly larger than previous estimates. This should
not be surprising, given that no one had previously
asked businesses directly for their inputs. Nationally,
the total market for hemp-derived cannabinoids is
conservatively estimated to be $28.4 billion. For
context, hemp-derived cannabinoid sales nationally
were greater than total legal sales of medical and
adult-use cannabis in 2022. Also, based on data from
the American Brewers Association, total sales of hemp-
derived cannabinoids were roughly the same as all of
the craft beer sold in the U.S. in the same year. (https.//

$21,306,596,155
Mid $28,425,525,322
High $35,831,748,581

Sourze: Whitney Econornics
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Demand Split: Legal, Restricted, Prohibited states, consumer interest remains strong there, and
Demand from states that do not prohibit the sale of is supported by other distribution channels, such as
hemp cannabinoids account for 74.9% of the nation's online sellers.

total demand. Although retail sales are illegal in 19

To_ta'[-_U.-S. Demand'-fbr H_elln'p-,]:!eri_\;e_q_,éar\_n@bingids

Legal $14,340,444.717
Restricted $6,953197,280
Prohlbited $7131,883,325

Soui et Whithey Cesnemien

The amount of demand coming from prohibited states safety issues are not necessarily effective in stemming
is a clear indicator that market opportunities remain. the flow of products in the state.

Rules related to restricting cannabinoid sales for public




SUPPLY ANALYSIS

Hemp-derived cannabinoid products are sold observers are surprised about the size, complexity
throughout the U.S. With strong demand across the and reach of the hemp supply chain, which includes
country, suppliers of hemp derived cannabinoids have growers, oil extractors, manufacturers, distributors
created new business opportunities and developed an and wholesalers.

extensive supply chain that spans all R0 states Many

Top Sources of Supply by State

(based on survey responses)

Percentage of Responses

Florida 486 63.3% 1

California 356 46.4% 2

Colorado 318 41.4% 3

Texas 262 341% 4

Oregon 218 28.4% 5

North Carolina 149 19.4% 6

Kentucky 929 12.9% 7

lllinois 98 12.8% 8

New York 97 12.6% 9

Georgia 79 10.3% 10

Source: U,5, Hemp-Derlved Cannabinold Business Survey, Whitney Economlcs

Data Highlights ¢ The country’s five largest state economies are

currently also the largest suppliers of hemp-

o .
e 63.3% of respondents (from 45 states) have Florida derived products: California, New York, Texas,

hem-based products in their supply chain
Illinois and Florida.

* Nearly half of all respondents have hemp or
hemp-derived products from California in their

. Currently, a policy change in one state will have an
supply chains.

impact on multiple other states. Policy makers may not

¢ All 50 states are a source of hemp, and all states realize this when they implement legislation in their
are exporting to other states throughout the

g ) states. This example demonstrates the importance of
country (and internationally)

natlonal policies that govern the industry, versus the

e All regions of the U.S. contribute to the hemp current, state-by-state, patchworked approach.
supply chain
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EMPLOYMENT AND WAGE ANALYSIS

With an extensive supply chain and significant ¢ The average hemp operator employs 12.6 employees,

revenue generation, the hemp-derived cannabinoid paying each one between $35k - $50k/yr.

industry creates employment opportunities in multiple + Distributors and manufacturers employ more
industries. With segments including farming, biomass people, on average, than retailers.
processing, product manufacturing, distribution and « The average distributor employs approximately
retail, the hemp-derived cannabinoid industry has 20 employees.

proven to be a major source of employment.
» Some distributors employ more than 200 workers

Based on survey results: ¢ Manufacturers employ more than 25 workers,
e The hemp-derived cannabinoid industry employs on average.
over 325,000 workers.

e Some large manufacturers in W1, IN, FL and TX

» Hemp cannabinoid operators pay in excess of $13.2 employ between 125 and 250 workers.
billion in wages.

- - _— —

[Total U'S. Hemp:Derlved Cannabinold Employment

Forecast $28,425,525,322
Jobs 328,989
Wages $13,206,783,234

Source: Whlthey Eonomics

Given the level of employment nationally and the level lower economic benefit associated with the hemp
of interstate commerce, regulators and legislators are cannabinoid industry. If they do not, there will be
challenged to strike a balance between public safety unintended consequences that extend far beyond
priorities and the potential impact of lost jobs and state borders.




STATE SALES TAX REVENUES

False Narratives that states do not derive tax revenues from hemp sales

There is a false narrative that has been perpetuated is a false one.
by operators in the adult-use and medical cannabis Hemp Tax Revenues to States Exceed
industries. This narrative says that by selling $1.5 Billion

intoxlcating cannabinolds thal cuinpete directly with Hemp-derived cannabinoid sales is a signiticant driver

cannabis products, hemp operators are not paying of tax revenues at the state level. Sales tax alone,

taxes, They argue that states are losing out on tax
revenues. While it is difficult to ascertain the extent

excluding excise taxes, are generating in excess of

$1.5 billion in tax revenues for the states. This does
to which medical and adult-use cannabis demand is

cannibalized by hemp-derived products, the narrative

not include business and payroll taxes or any additional
cannabinoid related taxation.

Total U.S. Hemp:Derivad|Cannabinoid Sales Tax Potential

Forecast $28,425,525,322

Sales Tax Revenue $1,551,475,647

Source: Slate Departmerits of Revenue, Whitney Econiomics

Given the levels of tax revenue potential at the state level, the sale of hemp-derived cannabinoids is a significant
source of state tax revenue.

TOTAL ECONOMIC IMPACT

The total economic impact of hemp-derived dollars of economic activity derived from that sale.
cannabinoids in the U.S. can be calculated by using Based upon our midpoint forecast of $28.4 billion in
a multiplier. For every dollar spent on hemp-derived sales, the total economic impact nationally is nearly
cannabinoid products, there is an additional $2.8 $80 billion.

(Total U'S. Hemp-Derived Cannabinoid Economic Impact (2:8%) |

Sales Farecast {MIdpoint) $28,425,525,322

Economlc Impact (Multlpiler Effect) $79,591,470,902

Source: Whithey Economlcs
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AN ANALYSIS OF THE PROHIBITION STATES

From a policy perspective, is the potential benefit
to public safety enough to justify the impact those
policies are having on business revenues, jobs, taxes
and business creation? States that have enacted laws

prohibiting sales of hemp-derived cannabinoids have
experienced a negative economic impact. This section
will examine the impacts that the prohibition has had
on the states that enacted them.

Currently 19 U.S. States Ban the Retail Sale of
Hemp-derived Cannabinoids:

States Prohibiting the Sale of Hemp Cannabinoids

Alabama Nevada
Alaska New York
Arizona North Dakota

Arkansas Oregon

Colorado Rhode Island

Delaware Utah

Idaho Vermont
lowa Washington
Mississippi West Virginia
Montana

Source: Whitney Econornics 2023

Total Addressable Markets in
Prohibition States

Prohibiting hemp-derived cannabinoid retail sales has
created some unintended consequences. Aithough the
retail sale of hemp-derived cannabinoids is banned,

Forecast based on

Quarntity

Survey Reports (Low)

this does not mean that consumers no longer have
access to these products. Many of these products can
be purchased online. This availability may increase
public safety issues and enable youth access.

Forecast Average Sales
per.Business (Mid)

Forecast per
Capitai(High) =

Prohibited
Total 19

$5,280,530,328

$7131,883,325 $8,035,254,584

Source: Whilney Economics

The total demand for hemp-derived cannabinoid
products in these 19 prohibition states is between
$5.2 billion and $8.0 billion. Several of these states
have strong adult-use and medical cannabis programs.

Operators in the adult-use and medical industry tend
to oppose the sale of hemp products, despite the
positive economic impact the sale of those products
would have.
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Employment and Lost Wage Impact in stores. Bans on the sale of hemp derived cannabinoids

Prohibition States would see a potential reduction in payrolls by $3.3
The total employment potential in the 19 states billion. This does not include the potential revenue
prohibiting the sale of hemp-derived cannabinoids is reductions and the employment ripple effects of
82,542 jobs. This figure does not include employment suppliers from other states.

from gas stations, convenience stores or grocery

Quantity | Revenue

Prohibited Total 19 $7131,883,325 82,542 $3,313,544,290

Source: Whitney Ecanomlcs

Reduced Sales Tax Revenues in tax revenues. Based on the sales tax rates in each
Prohibition States state, the total reduction of tax revenue potential in the
States that have enacted prohibitions on the sale of 19 states is $303.7 million. This figure does not include
hemp-derived cannabinoids will experience reduced declines in business taxes.

Revenue | Sales Tax/Rate Tax Revenue Potential

Prohibited Total 19 $7,131,883,325 $303,733,280

Source: Whitney Economics

Prohibition Policy Impact on Businesses Lost Economic Activities Associated with the
Based on survey results, half of the businesses Banning of Retail Sales of Cannabinoids
impacted by state bans indicated that they will either The reduction of revenue potential based on the sales
go out of business or move their businesses to other of cannabinoids in states prohibiting retail sales is $7.1
states. Only 26.2% of respondents from prohibition billion, which in turn has a potential economic impact
states indicated that they would remain in business, of $20 billion to the 19 state economies. It is not clear if
albeit with reduced revenues. this level of reduced economic activity was the intent of

the legislators in those states.

Forecast {Prohibited Only) $7131,883,325

Economic Impact {Multiplier Effect) $19,969,273,309
With the reduced revenues of $7.1 billion, reduced safety concerns. The attempt to address federal
employment, wages and tax revenues, state policy issues at the state level is having many
legislatures may have underestimated the impact different types of unintended consequences.

oftheir decision to try and quickly address public

o2
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POTENTIAL IMPACTS OF FUTURE BANS ON THE
SALE OF HEMP-DERIVED CANNABINOIDS

The economic damage may have already been done
in states that have prohibited the retail sale of hemp-
derived cannabinoids. A state potentially banning
sales and production ot hemp products is an ongoing
existential threat to the industry. This section will
examine how survey respondents view the extent of
this threat to their businesses.

Bans would have a Devastating Impact on
Business Owners

Based on the survey results from all respondents,
717% of all businesses would either go out of business
or move to another state. Extrapolated to a national
level, this would reduce industry revenues by $20.4
billion, off of $28.4 billicn in sales. If there were a

Reduced Economic Activities
Overall, the level of economic impact increases with
every state that implements a ban on the sale of hemp-

nationwide ban, total labor would be reduced by over
235,000 workers. Retailers, farmers and other ancillary
businesses would also be impacted and would lose
economle oppotlunilies liat were previously available.

Impact of Legislation
Banning or Resticting
Sales (All Survey
Responses)

Go out
of Business

- Leave State

QOperate with
Less Revenue

Other or N/A

Source: Whitney Econamics, U.S, Hemp-Derived Cannabinaid Business Survey

derived cannabinoids. In total, the downside risk is a
potential reduction of taxable sales by $20.4 billion and
a potential loss in economic activity of $571 billion.

Total Lost Economic Potential and Multiplier (2.8x)

Forecast {Assumes Nationwide Ban)

$20,381,101,656

Economic Impact {(Multiplier Effect)

$57,067,084,637

Saource: Whitney Economica

Given the level of economic impact that state-by-state bans are having on the hemp
industry, there is a greater need for federal guidance, oversight and regulatory clarity.
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CONCLUSION

The passage of the 2018 Farm Bill is considered by
many observers to be a major success for the U.S.
hemp industry. Many new opportunities were born
from the de-scheduling of hemp, and from allowing for
the legal sales of products that are derived from hemp.

Many new markets have been tormed as a result of
the Farm Bill. The hemp-derived cannabinoid market
is just one of them. Few would have suspected that
the hemp-derived industry would blossom into a $28
billion/year industry that would have a national supply
chain spanning all 50 states. While the emergence of
this market has opened the door for many operators,
a more robust federal regulatory structure is

clearly needed.

Without federal standardization and regulatory
structures, state legislatures felt compelled to
intervene. This intervention has addressed some
issues successfully, but also has created distortions in
the market. Due to a lack of data, no one realized the
impact that these policies were having on businesses.
These market distortions continue to have unintended
consequences that can not effectively be addressed at
the state level. They must be addressed federally.

Data was provided by a statistically viable sample of
more than 800 operators from 45 states. For the first
time, policy makers, regulators and operators have a
comprehensive dataset with which they can analyze
the U.S. market for hemp-derived cannabinoids.

With data, informed decisions are possible.
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APPENDIX 1:

About the Author / Statement of Conflicts

Beau Whitney, Cannabis Economics, Operations

and Supply Chain Expert

Beau Whitney is the founder and Chief Economist at
Whitney Economics, a global leader in cannabis and

hemp business consulting, data, and economic research.

Whitney Economics is based in Portland, Oregon.

Serving an international clientele, Beau is considered
one of the leading cannabis economists in the U.S.
and globally. His applications of economic principles

to create actionable operational and policy
recommendations has been recognized by
governments, and throughout the economic,
investment, business communities. Beau recently
spoke about cannabis economics at the United Nations.

His white papers analyzing the adult-use, medical and
industrial cannabis markets have been referenced in
the Wall Street Journal, Washington Post, New York
Times, USA Today, the Associated Press, as well as in
leading cannabis industry publications.

Beau Whitney is a member of the American Economic
Association, the Oregon chapter president of the
National Association for Business Economics, is a
member of multiple regulatory advisory committees
throughout the U.S. and participates on the Oregon
Governor's Council of Economic Advisors.

Beau has provided policy recommendations at
the state, national and international levels and is
considered an authority on cannabis economics
and the supply chain.

Beau Whitney
WHITNEY ECONOMICS

Statement Of Conflicts

Whitney Economics does not take a position on this
issue of cannabis legalization, however there are
potential conflicts while presenting economic and
market analysis.

s Whitney Economics receives compensation for business
and economic analysis of the cannabis industry.

e Mr. Whitney has previously held positions and licenses
within the legal regulated cannabis industry.

s Mr. Whitney currently has investments in a cannabis
investment fund, Mantis Growth Investments, and he
is a member of the fund's Board of Directors.

e« Mr. Whitney serves in an unpaid role as Chief Economist
for the National Cannabis Industry Association

* Whitney Economics is a member of the European
Industrial Hemp Association.

* Mr. Whitney is a founder of Every Day Hemp
Company, an Oregon-based manufacturer of
hemp based plastic products.
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APPENDIX 2:
Methodology

Whitney Economics conducted a national survey

of hemp cultivators, manufacturers, distributors

and retailers in order to assess the impact of
cannabinoids in the U.S. The national survey received
over 815 responses and covered 45 states.

State by state revenues

Based on previous surveys, conducted by Whitney
Economics, projections on the total sales of hemp-
derived cannabinoids were made. The projections
were then reviewed on a per capita basis. The total
sales per capita was then compared to multiple
states for commonality. In other words, is the per
capita spending on hemp-derived cannabinoids
similar from state to state.

Projections were then made with other states that
did not have a statistically viable sampling, but had
data nonetheless. If data was similar from state to
state and In line with sampling from other states, the
per capita spending was then applied to every state
individually.

The state projections were then added up to make
a national number. Initial projections were between
$20 - $25 Billion based on Virginia, Florida and
Texas. This figure was then challenged in the final
national projections.

In order to assess the amount of demand activity,
Whitney economics deployed multiple surveys across
the U.S. and used the results from the surveys,
interviews with operators and limited government
data to develop multiple revenue models. Prior to
this report, most estimates were gleaned from the

projected value of hemp biomass or from revenues of

CBD based on publicly available stock market data.
Previous estimates were borne from CBD production

estimates from Charlottes web and other publicly
available data but not directly from businesses. In
addition, previous estimates did not seem to consider
the massive amount of excess inventory of CBD in
the market.

Three models were developed to project the demand
of hemp derived cannabinoids

e The first model examined responses from the survey
for each state. It took the average revenue per store
from only the responses, and then multiplied this
average by the number of stores in the state, This
tended to under-call the demand as the model did
not include sales derived from gas stations, grocery
stores and dispensaries. (This was considered the
lowest estimate)

The second model examined the average sales per
store spread out over multiple states and geographies.
The average sales were then applied to all stores in a
given state. (This was considered the midpoint forecast)

?

The third model took a slightly different approach.

it examined the per capita spending for CBD and
Cannabinoid products. It considered all citizens of a
given state aged 18 years and older. The per capita
spending was calculated by examining sales in
known states and dividing the total spends by aduft
population, then averaging this out over several states.
The per capita spending was then applied to the
adult-populations in every state. (This was considered
the upper bound). Per capita spending was also
compared to other calculations from previous
unpublished research on cosmetics and beverages
and is in line with those findings as well)

Note: While the per copita mode/ is considered the upper bound
in this report, it is more likely the midpoint, given the other models
did not include sales to gas stations, grocery stores and other dis-
tribution channels. By considering those, the total sales estimates,
the average sales would all be higher, thus increasing the per
capita spends.)
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APPENDIX 2:
Methodology (cont.)

Jobs

Jobs were also calculated on a per capita basis and a
per dollar of revenue basis. For example, if the average
was 100 jobs per million inhabitants, then for a state
with 500k in habitants, there would be 50 jobs. Jobs
were not tabulated by business type since there was
not enough data to assess how many of each business
type were in each state and the fact that even labor
departments are unable to track this level of detail.
States are unable to track down to the NAICS code
level as cannabis and hemp have few NAICS codes
deployed. This is a flaw in the U.S. federal market

that can easily be addressed, but the U.S. federal
government is unable or unwilling to make this change.

Taxes

Taxes were based on a retail model. Based on the
standard retail excise tax, the total tax revenue by state
was calculated by multiplying the total projected sales
by each states’ tax rate. This was provided at the state
level and a national roll up was simply all of the states’
tax revenues added together.

Multiplier

The multiplier effect is the amount of economic activity
that is derived from each dollar of revenue gleaned
from the sale of hemp-derived cannabinoids. A
standard cannabis multiplier is 2.8x and this multiplier
is also used for hemp derived cannabinoids.
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APPENDIX 3:
Survey Questions

This is a sample list of questions for the survey of
CBD and Cannabinoids operators and retailers.
These questions helped form the basis for the data
and impacts presented in the report.

GENERAL:

+ Does your company sell or product CBD or
Cannabinoid products?

« In what state is your company doing business in?

s What type of business are you?

SALES:

e How much revenue do you generate from the sales
each year related to the following:
- CBD Only
- Converted Cannabinoids (Delta-8, Delta-10,
HHC etc.)

o What is your total revenue each year for all products?

* What percentage of sales is CBD / Converted
cannahinoid related?

» Do you sell only in your state, in other states,
or elsewhere?

EMPLOYMENT:
e How many employees does your business have?

» What is the average hoiirly wage paid?

SUPPLY CHAIN

e What states do you RECEIVE your products from?
(Check all that apply)

OTHER:

« What are the greatest risks to your business?
(Check all that apply)

¢ Do you check ID's? {Y/N)

= |f laws are passed prohibiting sales of CBD or
cannabinoid products, what will you do?

e Any comments you would like to add about this
industry or regulatory environment?
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APPENDIX 4:
Total Addressabie Market Demand Forecast

Total demand was calculated using three separate methodologies; 1) Low: An average based on inputs from

surveys, 2) Mid: A forecast based on the average of sales per retailer using data from state-by-state reports,

and 3) High' A forecast based on per capita spending using market data and census population statistics.

Forecast based on Survey

Forecast Average Sgles per

Forecast per Capita (High)

Reports {Low) Business (Mid)
Alabama N $400,800,000 $272,450,480 $521,663,067
Alaska N $80,502,585 $80,502,585 $80,502,585
Arlzona N $83,986,000 $699,072,040 $926,607,803
Arkansas N $138,800,000 $283,054,840 $320,488,011
Califomnia R $1,222,200,000 $3,560,617,800 $4,193119,539
Colorade N $1,517,000,000 $1,237447,240 $623,376,192
Connecticut R $75,243144 $238,190,240 $395,298,822
Delaware N $103,960,380 $103,960,380 $103,960,380
District of Columbla L $79,211,957 $79,211,957 $79,211,957
Florida L $5,016,809,648 $1,944,676,480 $2,637.061,867
Georgla R $219,665,760 $548,163,840 $1141,170,104
Hawalil R $56,235,693 $92,176,360 $151,060,196
Idaho N $2,732,400 £$134,593,800 $186,381,767
lilinols L $453,934,299 $835,297,280 $1,392,526,718
Indiana L $220,170,000 $438,041,640 $702,799,384
lowa N $312,551,211 $312,551,21 $312,551,21
Kansas L $60,208,333 $203,930,000 $309,955,965
Kentucky L $214,600,000 $301,816,400 $478,339,600
Louisiana R $65,621,250 $250,426,040 $488,879,859
Malne L $5,632,000 $417.648,640 $155,157,072
Maryland R $303,513,000 $364,626,840 $693,557180
Massachusetts L $122,600,000 $500,036,360 $746,603,234
Michlgan R $1133,243,065 $1150,980,920 $1,133,243,065
Minnesota R $395,913,857 $294,474,920 $620,452,569
Misslsslppl N $40,000,000 $163144,000 $314,958,010
Missouri L $127,200,000 $691730,560 $677122,464
Montana N $109,057,945 $109,057,945 $109,057,945
Nebraska L $36,123,750 $139,488120 $199,763,726
Nevada N 491,500,000 $447,830,280 $377,572,286
New Hampshire E $22,400,000 $182,721,280 $169,641,329
New Jersey L $48,069,000 $359,732,520 $1,004,803,085
New Mexico L $218,309,386 $362,995,400 $218,309,386
New York N $1,053,000,000 $858,953,160 $2,091,307,920
North Carolina L $941,743718 $759,435,320 $1133,650,226
North Dakota N $545,400,000 $44,048,980 $64,544,189
Ohlo L $424,670,400 $704,782,080 $1,221,318,323
Oklahoma L $301,510,000 $2,235,888,520 $385,412,849
Oregon N $85,310,961 $912,790,680 $467,857,626
Pennsylvania L $791,280,000 $822,245760 $1,369,717,685
Rhode Island N $38,817,558 $63,626,160 $125,853,647
South Carolina L $208,254,838 $290,396,320 $564,738,099
South Dakota L 416,500,000 $44,864,600 $91,857,802
Tennessee L $282,662,874 $561,215,360 $734,6376M
Texas L/LP $2,025,698176 $2,048,272,920 $3,079.117,892
Utah N $326,339,203 $326,339,203 $326,339,203
Vermont N $21,897,084 $35,891,680 $76,669,659
Virglnia R $568,336,528 $453,540,320 $926,416,217
Washlngton N $313,575,000 $921763,600 $805,843,152
West Virginla N $15,300,000 $124,805,160 $199,719,931
Wisconsin L $323,505150 $379,309,800 $641,255,581
Wyoming L/LP $45,000,000 $36,707,400 $60,294,591

USA Totals

$21,306,596.155

$28,425,525,322

$35,831748,581
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APPENDIX 5:
Employment and Wage Potential by State

Wage and employment potential was based on the mid-point forecast and extrapolated using data
from stat-by-state surveys. Note: This does not include employment at gas stations or grocery stores.

State I Legal Status | Revenue | Jobs 1 Wages
Alabama N $272,450,480 3,53 $126,583,217
Alaska N $80,502,585 932 $37,402,306
Arlzona N $699,072,040 8,091 $324,795,858
Arkansas N $283,054,840 3,276 $131,510108
Callfornia R $3,560,617,800 41210 $1,654,298,625
Colorado N $1,237,447,240 14,322 $574,930,358
Connecticut R $238,190,240 2,757 $110,665,567
Delaware N $103,960,380 1,203 $48,301,032
District of Columbla L $79,211,957 917 $36,802,667
Florida L $1,944,676,480 22,507 $903,516,133
Georgla R $548163,840 6,344 $254,682,400
Hawall R $92176,360 1,067 $42,826,058
Idaho N $134,593,800 1558 $62,533,625
lllinofs L $835,297,280 2,667 $388,087,467
Indiana L $438,041,640 5,070 $203,518,525
lowa N $312,551,211 3,617 $145,214,417
Kansas L $203,930,000 2,360 $94,747,917
Kentucky L $301,816,400 3,493 $140,226,917
Loulslana R $250,426,040 2,898 $116,350,442
Malne 5 $417,648,640 4,834 $194,043733
Maryland R $364,626,840 4,220 $169,403,275
Massachusetts L $500,036,360 5,787 $232,321,892
Michigan R $1,150,980,820 13,321 $534,757.242
Minnesota R $294,474,920 3,408 $136,815,992
Mississippl N $163,144,000 1,888 $75,798,333
Missouri L $691,730,560 8,006 $321,384,933
Montana N $109,057,945 1,262 $50,669,412
Nebraska L $139,488,120 1614 $64,807,575
Nevada N $447,830,280 5183 $208,066,425
New Hampshire L $182,721,280 2115 $84,894133
New Jersey L $359,732,520 4,163 $167,135,325
New Mexlco L $362,995,400 4,201 $168,651,292
New York N $858,953,160 9,941 $399,078,225
Norlh Carolina L $759,435,320 8,789 $352,841,242
North Dakota N $44,048,880 510 $20,465,550
Ohio L $704,782,080 8,157 $327,448,800
Oklahema L $2,235,888,520 25,878 $1,038,816158
Oregon N $912,790,680 10,564 $424,091,675
Pennsylvania L $822,245,760 9,516 $382,023,600
Rhode Island N $63,626,160 736 $29,561,350
South Carolina L $290,396,320 3361 $134,921,033
South Dakota L $44,864,600 519 $20,844,542
Tennessee L $561,215,360 6,495 $260746,267
Texas L/LP $2,048,272,920 23,706 $951,648,075
Utah N $326,339,203 3777 $151620,456
Vermont N $35,891,680 415 $16,675,633
Virginia R $453,540,320 5,249 $210,719,367
Washington N $921763,600 10,668 $428,260,583
West Virginia N $124,805/160 1,444 $57,085,725
Wisconsin L $379,309,800 4,390 $176,231,125
Wyoming L/LP $36,707,400 425 $17,054,625
USA Totals $28,425,525,322 328,989 $13,206,783.234
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APPENDIX 6:

State Sales Tax Potential

Sales tax potential is based on the mid-point forecast and uses only state sales taxes from each state. Some states

do not have a sales tax, while others have a specific cannabinoid tax. Additional cannabinoid taxes were not

included in this analysis.

Revenue

Tax Revenue Potential

Alabama N $272,450,480 4.00% $10,898,019
Alaska N $80,502,585 0.00% $0
Arizona N $699,072,040 5.60% $39,148,034
Arkansas N $283,054,840 6.50% $18,398,565
Califomnia R $3,560,617,800 7.25% $258,144,791
Colorado N $1,237,447,240 2.90% $35,885,970
Connectlcut R $238190,240 6.35% $15,125,080
Delaware N $103,960,380 0.00% $0
Distrlct of Columbla L $79.211,957 6.00% $4752,117
Florida L $1,944,676,480 6.00% $116,680,589
Georgls R $548,163,840 4,00% $21,926,554
Hawall R $92,176,360 4.00% $3,697,054
Idaho N $134,593,800 6.00% $8,075,628
Hinois L $835,297,280 6.25% $52,206,080
Indiana L $438,041,640 700% $30,662,915
lowa N $312,551,211 6.00% $18,753,073
Kansas L $203,930,000 6.50% $13,255,450
Kantucky L $301,816,400 6.00% $18,108,984
Loulslana R $250,426,040 4.45% $11743,959
Malne L $417,648,640 5.50% $22,970,675
Maryland R $364,626,840 6.00% $21,877,610
Massachusetts L $500,036,360 6.25% $31,252,273
Michigan R $1150,980,920 6.00% $69,058,855
Minnesota R $294,474,920 6.88% $20,245151
Mississippl N $163,144,000 7.00% $11,420,080
Missouri L $691,730,560 4.23% $29,225,616
Montana N $109,057,945 0.00% $0
Nebraska L $139,488,120 5.50% $7671,847
Nevada N $447,830,280 6.85% $30,676,374
New Hampshire L $182,721,280 0.00% 50
New Jersey L $359,732,520 6.63% $23,832,279
New Mexlco L $362,995,400 5.00% $18149.770
New York N $858,953160 4.00% $34,358126
North Carolina L $759,435,320 475% $36,073178
North Dakota N $44,048,880 5.00% 42,202,444
Chlo i $704,782,080 5.75% $40,524,970
Qklahoma L $2,235,888,520 4.50% $100,614,983
Oregon N $912,790,680 0.00% $0
Pennsylvania L $822,245.760 6.00% $49,334,746
Rhode [sland N $63,626,160 7.00% $4,453,831
South Caralina L $290,396,320 6.00% $17.423.779
South Dakota L $44,864,600 4.50% $2,018,907
Tennessee L $561,215,360 700% $39,285,075
Texas L/LP $2,048,272,920 6.25% $128,017,058
Utah N $326,339,203 6.10% $19,906,691
Vermont N $35,891,680 6.00% $2153,501
Virglnia R $453,540,320 5.30% $24,037.637
Washington N $921763,600 6.50% $59,914,634
West Virglnia N $124,805160 6.00% $7,488,310
Wisconsin L $379,309,800 5.00% $18,965,490
Wyoming L/LP $36,707,400 4,00% $1,468,296
USA Totals $28,425,525,322 $1,551,475,647
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APPENDIX 7:

Data Specific to States that

Allow Sales of Hemp-Derived Cannabinoids

Forecast, wage, employment and tax data based on legality

ed o

Distrlet of Columbin L $79,211,957 $79,211,957 $79.21,957
Florlda L $5,016,809,648 $1,944,676,480 $2,637,061,867
llinois L $453,934,299 $835,297,280 $1,392,526,718
Indiana L $220,170,000 $438,041,640 $702,799,384
Kansas L $60,208,333 $203,930,000 $309,955,965
Kentucky L $214,600,000 $301,816,400 $478,339,600
Maine L 45,632,000 $417.648,640 $155157,072
Massachusetts L $122,600,000 $500,036,360 $746,603,234
L $127,200,000 $691730,560 $677122,464

Nebraska L $36123,750 $139,488,120 $199.763,726
New Hampshire L $22,400,000 $182.721,280 $169,641,329
New Jersey L $48,069,000 $359,732,520 $1,004,803,085
New Mexlco L $218,309,386 $362,995,400 $218,309,386
North Carolina L $941,743,718 $759,435,320 $1133,650,226
Ohio L $424,670,400 $704,782,080 $1.221,318,323
Oklahoma L $301,510,000 $2,235,888,520 $385,412,849
Pennsyjvania L $791,280,000 $822,245.760 $1,369,717,685
South Carolina L $208,254,838 $290,396,320 $564,738,099
South Dakota L $16,500,000 $44,864,600 $91,857,802
Tennessee L $282.662,874 $561,215,360 $734,6376M
Texas L/LP $2,025,698176 $2,048,272920 $3,079,117.892
Wisconsin L $323,505150 $379,309,800 $641,255,581
Wyom(ng L/LP $45,000,000 $36,707,400 $60,294,591
Total Lega) 23 $11,986,093,530 $18,053,296,445

Stote Legal Status Revenue | Jobs Wages

District of Columbla L $79,211,957 o7 $36,802,667
Florida L $1,944,676,480 22,507 $903,516,133
Hliinols L $835,297,280 9,667 $388,087467
Indlana L $438,041,640 5,070 $203,518,525
Kensas L $203,930,000 2,360 $94,747,917
Kentucky L $301,816,400 3,493 $140,226,917
Maine L $417,648,640 4,834 $194,043733
Massachusetts L $500,036,360 5,787 $232,321,892
Missouri L $691,730,560 8,006 $321,384,933
Nebraska L $139,488120 1,614 $64,807,575
New Hampshl L $182,721,280 2115 $84,894133
New Jersey L $359,732,520 4163 $167135,325
New Mexico L $362,995,400 4,201 $1EE8 651,292
North Carolina L $759,435,320 8,789 $352,841,242
Ohla L $704,782,080 8,157 $327,448,800
Oklahoma L $2,235,888,520 25,878 $1,038,816,158
Pennsylvania L £822,245,760 9,516 $382,023,600
South Carolina L $290,396,320 3,361 $134,921,033
South Dakota L $44,864,600 519 $20,844,542
Tennessee L $561,215,360 6,495 $260,746,267
Texas L/LP $2,048,272,920 23706 $951,648,075
Wisconsin L $379,309,800 4,390 $176,231125
Wyoming L/LP $36,707,400 425 $17,054,625
Legal Total $14,340.444,717 $6,662,713,977
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APPENDIX 7:

Data Specific to States that
Allow Sales of Hemp-Derived Cannabinoids (cont.,)

Legal Status Revenue Sales Tax Rate ‘ Taa Revenue Pot

District of Columbla L $79,211,957 6.00% $4,752,717
Florida L $1,944,676,430 6,00% $116,680,589
Iiinois L $835,297,280 ©6.25% $52,206,080
Indiana L $438,041,640 7.00% $30,662,915
Kansas L $203,930,000 6.50% $13,255,450
Kentucky L $301,816,400 6.00% $18,108,984
Malne L $417.648,640 5.50% $22,970,675
Massachusetts L $500,036,360 6.25% $31,252,273
Missaurd L $691,730,560 4.23% $29,225,616
Nebraska L $139,488,120 5.50% $7,671.847
New Hampshlre L $182,721,280 0.00% $0
New Jersey L $359,732,520 6.63% $23,832,279
New Mexico L $362,995,400 5.00% $18149.770
North Carolina L $759,435,320 475% $36,073178
Ohlo L $704,782,080 5.75% $40,524,970
Oklahoma L $2,235,888,520 4.50% $100,614,983
Pennsylvania L $822,245,760 6.00% $49,334,746
South Carolina L $290,396,320 6.00% $17.423,779
South Dakota L 444,864,600 4.50% 42,018,907
Tennessee L $561,215,360 700% $39,285,075
Texas L/LP $2,048,272,920 6:25% $128,012,058
Wisconsin L $379,309,800 5.00% $18,965,490
Wyoming L/LP $36,707,400 4.00% $1,468,296

ega) Tota $14,240,444 $802.495 676
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APPENDIX 8:
Data Specific to States that Restrict Sales of

Hemp-Derived Cannabinoids

Forecast, wage, employment and tax data based on states that prohibit sales of cannabinoid products

Alabama N $400,800,000 $272,450,480 $521,663,067
Alaska N $80,502,585 $80,502,585 $80,502,585
Arlzona N $83,986,000 $699,072,040 $926,607,803
Arkansas N $128,800,000 $283,054,840 $320,488,01
Colorado N $1,517,000,000 $1,237,447,240 $623,376,192
Delaware N $103,960,380 $103,960,380 $103,960,380
idaho N $2732,400 $134,593,800 $186,381,767
fowa N $312,551,211 $312,551,211 $312,551,211
A N $40,000,000 $163.144,000 $314,958,010
Montana N $109,057,945 $109,057,945 $109,057.945
Nevada N $91,500,000 $447.830,280 $377572,286
New York N $1,053,000,000 $858,953,160 $2,091,307,920
North Dakota N $545,400,000 $44,048,880 $64,544,189
Oregon N $85,310,961 $912,790,680 $467,857626
Rhode [stand N $38,817,558 $63,626,160 $125,853,647
Utah N $326,339,203 $326,339,203 $326,339,203
Vermont N $21,897,084 $35,891,680 $76,669,659
Washington N $313,575,000 $921763,600 $805,843/52
West Virginla N $15,300,000 $124,805,160 $199,719,931
Pro b g 0 80 0 $80 q B4
Alabama N $272,450,480 3,153 $126,583,217
Alaska N $80,502,585 932 $37,402,306
Arizona N $699,072,040 8,091 $324795.858
Arkansas N $283,054,840 3,276 $131,510108
Colorado N $1,237,447,240 14,322 $574,930,358
Delaware N $103,960,380 1,203 $48,301.032
Idaho N $134,593,800 1558 $62.533.625
lowa N $312,551,211 3617 $145,214,417
Misslssippi N $163,144,000 1,888 $75798,333
Montana N $109,057,945 1262 $50,669,412
Nevada N $447,830,280 5183 $208,066,425
New York N $858,953/160 9.941 $399,078,225
North Dakota N $44,048,880 510 $20,465,550
Oregon N $912,790,680 10,564 $424,091,675
Rhode Island N $63,626/160 736 $29,561,350
Utah N $3286,339,203 3777 $151,620,456
Vermont N $35,891,680 415 $16,675.633
Washington N $921,763,600 10,668 $428,260,583
West Virginla N $124,805,160 1444 $57,985,725
Prohibited Total 19 $7131,883,325 $3,313,544,290
X 717
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APPENDIX 8:

Data Specific to States that Restrict Sales of
Hemp-Derived Cannabinoids (cont.)

Revenue

Tax Revenue Potential

Alak N $272,450,480 4.00% $10,898,019
Alaska N $80,502,585 0.00% $0
Arizond N $699,072,040 5,60% $39148,034
Arkansas N $283,054,840 6.50% $18,398,565
Colorado N $1,237,447240 2.90% $35,885,970
Delaware N $103,960,380 0.00% $0
Idaho N $134,593,800 6.00% £8,075,628
lowa N $312,551,211 6.00% $18753,073
Alssiesippl N $163144,000 700% $11,420,080
Montana N $109,057,945 0.00% $0
Nevada N $447.830,280 6.85% $30,676,274
New York N $858,953/160 4.00% $34,358,126
Noith Daiotn N $44,048,880 5.00% $2,202,444
Oregon N $912,790,680 0.00% $0
Rhode Island N 463,626,160 7.00% $4,453,831
Utah N $326,339,203 6.10% %19,906,691
Vermont N $35,891,680 6.00% $2,153,501
Washington N $921,763,600 6.50% $59,914,634
West Virginln N $124,805160 6.00% $7498,310
Pro bited $30 80
e B
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APPENDIX 9:

Data Specific to States that Restrict Sales of
Hemp-Derived Cannabinoids

Forecast, wage, employment and tax data based on states that impose restrictions on

sales of cannabinoid products

Legal Status Forecast based on Survey Forecast Average Sales per Forecast per Capita {High)
Reports (Low) Busingss (Mid)

Legal Status

Revenue

California R $1,222,200,000 $3,560,617,800 $4193118,539
Connecticut R $75,243,144 $238190,240 $395,298,822
Georgia R $219,665,760 $548463.840 $1131470.404
Hawaii R $56,235,693 $92476,360 $151,060,196
Lo R $65,621,250 $250,426,040 $488,875,859
Maryland R $303,513,000 $364,626,840 $693,557480
Michigan R $1133,243,065 $1450,980,920 $1133,243,065
Minnesota R $395,913,857 $294,474,920 $620,452,569
Virginin R $568,336,528 $453,540,320 $926,416,217

. California R $3,560,617.800 41210 $1,664.298,625
Connecticut R $238,190,240 2757 $110,665,567
Georgia R $548163,840 6,344 $254,682.400
Hawall R $92,176,360 1,067 $42,826,058
Loulslana R $250,426,040 2,898 $116,350,442
Maryland R $364,626,840 4,220 $169,409,275
Michigan R 51,150,980,920 13,321 $534,757,242
Minnesota R $294,474,920 3,408 $136,815,992
Virginla R $453,540,320 5,249 $210719,367

Rostricted Total $6,953,197.280 $3,230,524,967

Legal Status Sales Tax Rate

i Tax Revenue Potential

Callfornia R $3,560,617,800 7.25% $258,144,791
Connectlcut R $238,190,240 6.35% $15,125,080
Georgla R $548163,840 4.00% $21,926,554
Hawall R $92,176,360 4.00% $3,687,054
L R $250,426.040 4.45% $11143,959
Maryland R $364,626,840 6.00% $21,877,610
Michigan R $1150,280,920 6.00% $69,058,865
Minnesota R $294,474,920 6.88% $20,245151
Virginia R 5$453,540,320 5.30% $24,037,637
Reslricted Total 9 $6,953,197,280 $445,246,691
. 25
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APPENDIX 10:
Sources

USDA Farm Bill
https://www.fsa.usda.gov/Assets/USDA-FSA-Public/usdafiles/FactSheets/2019/arc-plc_farm_bill_comparisons-fact_sheet-
aug-2019.pdf

Idaho

https://www.ktvb.com/article/news/crime/truck-drivers-sentenced-for-transporting-hemp-through-ada-county-idaho/277-
48d9ec07-b224-4623-b556-2291f5bcdf3b

Beer Comparison
hitps://www.brewersassociation.org/statistics-and-data/national-beer-stats/
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Objective of the Report

The objective of this report is to assess the impact of the legislation (Virginia Senate Bill 903) signed
into law that bans the sales of hemp products with a total THC concentration above 0.3%, or have more
than 2 mg of total THC, or has a CBD:THC ratio of greater than 25 to 1. An economic impact report,
examining the potential impact of this legislation, was published prior to the bills being signed into law.
This report will examine the impact these bills have had on businesses and employment, and compare
the actual impacts against the predicted outcomes.

Summary

e A bill banning or severely restricting hemp-derived cannabinoid products in Virginia was signed into
law on April 12, 2023, and took effect on July 1, 2023.

o A follow up survey of respondents was conducted from late July to early August of 2023, in order to
assess the economic impact of the law, after its enactment.

o The results from the survey indicate that business revenues have been severely negatively impacted,
resulting in business failures and displaced workers. Four out of five firms are either failing or
leaving the state for more favorable regulatory environments.

e With other channels of cannabinoid distribution still intact, it does not appear that the legislative
intent and public safety objectives of the bill have been met, while the cost to individuals and
businesses has been significant.

Background - The Farm Bill Opens Opportunities & Hidden Risks for the Hemp

Industry
The passage of the Agriculture Improvement Act of 2018 (the “Farm Act”) resulted in the removal of
hemp from the controlled substances schedule, and was considered a boon for the industry. Seeing high
prices in the pre-2018 marketplace, farmers and manufacturers flooded the market with raw material
supply, as well as CBD and other hemp-derived products. There were several factors that contributed to
oversupply of raw materials, including a lack of hemp processing capacity, limited infrastructure, a lack
of good hemp agriculture experience and business practices. What resulted was an over-supply of raw
material, and simply not enough demand to consume it. This imbalance resulted in a steep decline in
market prices, particularly for raw materials that were intended for the cannabinoid market.
e From July 2019 to October 2021, cannabinoid biomass prices fell 97%.
e Inventories of this same raw material ballooned to over 201 million pounds based on a 2020 national
survey of hemp cultivators and processors.
Processed CBD inventories also swelled to over 1.6 million kilograms.
e Processed material prices were not immune to this steep decline, and prices for CBD were nearly
identically correlated to the price declines of biomass.

©Whitney Economics, LLC. 2023 503.724.3084 www.whitneyeconomics.com
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o Findings are based upon hemp surveys conducted by research firm Whitney Economics in 2020,
2021 and 2022.

Excessive Hemp Inventories Forced an Acceleration in Innovation

It was excessive inventory positions on both cannabinoid biomass and CBD that accelerated innovation
in the cannabinoid industry. Based on a series of surveys conducted by Whitney Economics in 2022 and
2023, converted cannabinoid retail sales across the country grew into a $20 - $25 billion industry,
supporting the employment of hundreds of thousands of workers throughout the national supply chain.

The Facts about Hemp Cannabinoid Business in Virginia

Once they were legalized by the 2018 Farm Act, sales of products containing hemp-derived

cannabinoids increased in Virginia, and across the United States. Based on a 2023 survey of Virginia

hemp-related businesses:

o There are 550+ small businesses deriving revenues from CBD and other hemp-derived products

o Sales of hemp derived cannabinoids are estimated to be $562 million per year, in the retail sector
alone

e These businesses employ 4,263 workers, and pay $161 million in annual wages.

Policy Focused on Concerns Over Public Safety and Youth Access

Concerns over public safety and youth access to cannabinoids entered into the political discourse in
2022 and 2023. With no data available to help them make informed decisions, policy makers in the
legislature passed laws that had unintended consequences. While the Virginia legislature intended to
address public safety concerns, it did not realize that the total economic contributions of the converted
cannabinoid industry to Virginia are worth billions of dollars.

Stakeholders Commission Economic Study

The debate over the role of hemp-based cannabinoid products ensued in the run-up and during the 2023
legislative session. A report was commissioned to better understand the impact of banning, or
significantly restricting the sale of, hemp-derived cannabinoid products in Virginia. The results and
findings of the economic impact study of the hemp-derived industry on Virginia’s economy were
published in February 2023.

Study Results: Ban Would Erase More than $1 Billion in Economic Activity

At the time of the survey, the Virginia hemp-derived cannabinoid industry had an annual economic
impact of $1.6 billion. The state’s hemp industry was generating millions of dollars of revenue
throughout multiple economic sectors including farming, manufacturing, wholesale and distribution,
transportation and logistics, laboratory testing and retail. Based on survey responses, the study found
that the state’s hemp industry is part of an extensive country-wide supply chain. The survey showed a
ban on the sale of converted cannabinoid products would force operators to move, displace workers and
create business failures, resulting in a significant negative impact on the Virginia economy.

©Whitney Economics, LLC. 2023 503.724,3084 www.whitneyeconomics.com
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No Surprises: Pre-Legislation, Operators Forecasted their Response if Implemented

Based on the initial Virginia survey, respondents predicted that if bans or severe restrictions were
imposed in Virginia, the result would be:

e 67.4% of businesses would go out of business

e 11.6% businesses stated that they would move to another state

e 18.6% of businesses would operate with lower revenue

With this level of business failure and economic displacement, state unemployment rates would also

increase.
Original Survey Results on Impact of legislation

Reactlons If Laws Passed that Ban Sales of
CBD and Cannablnolds

2.4%

Tako Busingss to
Dther State

- Go out of Rusiness

Stay in Business with

Mo Impact [ Other
Lowear Revenus TRE

Souten Whitney Econamics Sumvay of Wigania CBD ang Connabnod Opatston

Original Survey Results on Impact of legislation

The Bill Was Signed Into Law
During a reconvened session in April of 2023, the Virginia General Assembly amended the Code of
Virginia to establish new requirements and restrictions for certain hemp-derived products. A bill, SB903

4
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imposed severe restrictions on hemp products. Not only were current federally legal products banned in
the state, any new products containing CBD or converted cannabinoids would have to conform to a
restrictive ratio of CBD to THC. The bill was signed into law, and it took effect on July 1, 2023.

Early Feedback from Operators Affirmed the Predicted Responses

A follow-up survey was deployed in late July and early August requesting that businesses provide real
time inputs on the effect of this legislation. Respondents provided both qualitative and quantitative
responses to the survey. Based on their responses, the economic impacts that were predicted in the
original survey were affirmed.

“Based on their responses, the economic impacts that were predicted in the original survey were
affirmed.”

Post-Legislation Data and Insights

Based upon the post-legislation survey, the following conclusions have been assessed.

Data Matched Predictions On Business Failures, Moves And Lower Revenues

In the follow-up survey examining the impacts of the laws once enacted, the level of impact mirrored the
predicted results: 68.75% of businesses from the follow-up survey have stated that they have either gone
out of business or will do so soon as a result of SB 903.

Survey Response Rates Out of Business | Remain In Business v/ Lower Revenue | Move out of State Other
General Survey Responses 67.44% 18.60% 11.63% 2.33%
Original Responses Approving Survey Follow Up 62.50% 17.50% 10,00% 10.00%
Impact Experienced by Those From Follow Up Group 68.75% 18.75% 12.50%

(Source: Whitney Economics, 8/2023 Virginia Cannabinoid Survey)

Post Implementation Impact Appears To Be Greater Than Predicted

Though we have not seen the full effects of the restriction laws, the post implementation impact appears
to be greater than predicted. Based on the most recent data, the responses of the microcosm of
businesses that participated in the follow-up survey mirrors the overall survey population. In fact, as
serious as their warnings were, what has occurred is showing an even greater negative impact than the
surveyed business operators predicted, such as more closed businesses and greater unemployment.

Impacts Extrapolated To The Rest Of The Market

Based on the original pre-legislation research in Virginia, there were approximately 550 businesses that
sold CBD and hemp-derived cannabinoids. The survey responses indicated that out of the 550
businesses, 435 of them were predicted to close as a direct result of the implementation of laws
prohibiting or restricting the sales of hemp products and cannabinoids in Virginia. Follow up survey

©Whitney Economics, LLC. 2023 503.724.3084 www.whitneyeconomics.com



Wl

WHITNEY ECONOMICS

responses now indicate that approximately 447 businesses have either closed, or will close, in the next 6
— 12 months.

Pre-Legislation Status (Total Retail Market) Data Original Survey Projections Data Post Implementation Impact {est) Data
Total Stores in VA 550] Total Stores in VA Impacted |out of 550) 435 Total Stores in VA Impacted (out of 550) 447
Average Employess In Survey 7.75| Average Employees in Survey 7.75] Average Employres in Survey 7.75
Average Wages / Hour $18.25| Average Wages / Hour $18.25 | Average Wages /[ Hour $18.25
Annualized Wages Survey $37.960 | Annuatized Wages Survey 537,960 | Annualized Wages Survey $37,960
Total \Wages pef Stare $294,190 Total Wages per Store $294,150 Total Wages per Store $294,190
Total Employment Stores 4,263 | Total Reduced Employment Stores 3,367 | TYota| Reduced Employment Stores 3,463
Total Wages in VA $161.804,500 | Total Wages in VA [f ially at Risk) | $127,825,555 | Total Wages in VA (Impacted / Lost) $131,466,156

(Source: Whitney Economics, August, 2023 Virginia Cannabinoid Survey)

Moving the Economic Needle in Virginia

The implementation of this SB 903 will drive an overall reduction of business revenues in this sector by
79.00% - 81.25%. The policy:

o Has put between 3,367 and 3,463 Virginia jobs at risk.

o Will increase the state unemployment rate by 3.6%, all else equal.

Seasonally Adjusted Year Month Month Name R/U Labor Force | Employment | Unemp! ent | Unempl ent Rate
Virginia 2023 5 May Revised 4,674,325 4,439,917 134.408 29
Virginia 2023 6 | June _|Preliminary 4.568.082]  4.463.028] 125.054 27
Not Seasonally Adjusted Year Month Month Name RAU Lobor Force | Employment | Unempl ent | Unempl ent Rate
Virginia 2023 5 Moy Revised 4,607,115 4,483 405 123,710 2.7
Virginia 2023 6 June Preliminary 4.634.502 4.503.663 130.839| 28
Projected Impact {Not Seasonally adjusted) | Year| Menth _|Month Name RIU Labor Foree | Employment | Unemployment | Unemployment Rate
Virginia - Predicted Impact 2023 6 June Preliminary 4.634.502 4,500,200 134,302 2.9

Source: Whitney Economics, Virginia Economic Commission
e Will directly impact between 435 and 447 individual Virginia businesses.

o Lower wages paid each year in Virginia by $127 - $131 million.
e Reduced business revenues by $444 - $456 million within the next 12 months.

©Whitney Economics, LLC. 2023 503.724.3084 www. whitneyeconomics.com
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Sales - Survey Respondents Survey Sales Total by Firm Average
CBD Only| $ 8,357,585 | $ 154,770
Converted Cannabinoids| $ 44,238,327 | $ 867,418
Average Sales by Operator From Survey $ 52,595,912 | $ 1,022,188
Total Revenues Based on 550 Operators (Pre-Legislative Status) Projected Retail Revenue
CBD Only S 85,123,500
Converted Cannabinoids S 477,079,900
Total Cannabinoid Sales Virginia s 562,203,400
Potential Lost Revenue to Firms (Based on Initial Survey) Lost Revenues Projected Retail Revenue
CBD Only| $ {67,247,565)| S 17,875,935
Converted Cannabinoids| $ {376,893,121)| S 100,186,779
Post Implementatlon Lost Revenue to Flrms (Based on Follow up Survey) Lost Revenues Projected Retall Revenue
CBD Only S (69,162,844)| $ 15,960,656
Converted Cannabinoids| $ {387,627,419)| § 83,452,481

(Sources: Whitney Economics, Virginia Cannabinoid surveys 2023)

Lost Sales Tax Revenue - $24 Million

Negative economic impacts are not only felt by failed businesses and displaced workers. With total
hemp-derived cannabinoid sales estimated to be reduced by $444.1 - $456.8 million, state sales tax
revenues in 2023 are forecasted to decline by $23.5 — $24.2 million. The sales tax rate for most locations
in Virginia is 5.3%. This amount of lost tax revenues is felt by all Virginians.

Sales Tax Impact (based on 5.3% average retail sales tax) Retail Sales Sales Tax Difference to Original
Original Sales Tax Revenue (Pre-Legislation) $562,203,400 $29,796,780 50
Reduction Based on Original Survey $118,062,714 $6,257,324 {523,539,456)
Revenue Reduction Post Implementation $105,413,138 35,586,896 (424,208,881}

Source: Whitney Economics, Virginia Department of Taxation

Notes On Employment Impact

It will take another six to twelve months to have a clearer picture from available data.
o The full impact of this law will take time to show up in the official employment record published by

the Virginia Economic Commission (VEC).

(NAICS) codes.

Most American employment data is tracked using North American Industrial Classification System

e Hemp does not currently have its own set of detailed NAICS codes, which makes measuring its

impact challenging.

e While updated employment statistics were published on August 18" of 2023 to reflect July (post
implementation), there may not have been enough time to show the full impact of this legislation on

Virginia businesses.

BLS and VEC Collect & Publish Thorough Employment Data, But Just Not For Hemp
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The Virginia Economic Commission does not regularly track employment at a sufficient level of
granularity to track the precise changes in employment related to this legislation. The Bureau of Labor
Statistics (BLS) and VEC produce quarterly reports with granularity, but data is only available for Q1,
2023, and therefore not recent enough (o track the impuct ol this change in law. VEC is currently cditing
the Q2 data, but it will not be available at the time of the publication of this repott.

Virginia Hemp Cannabinoid Operators Saw it Coming

Based on the first survey, the biggest perceived threat to the operations of cannabinoid and hemp
retailers, manufacturers, distributors and farmers, are regulatory and legislative changes made at the
state level. Based on follow up survey responses, this perception of risks from state legislative changes
was prescient. Operators were right to be concerned about their businesses.

THE GREATEST RISKS TO Y( URBUSINESS?

Proposed state regulation

Potentlal changes In the upcoming
farm bill

Current Federal regulatory amblguity
Lack of Infrastructure

Competition from "marijuana”

Lack of Investment money F.f

Other m

0% 10% 20% 30% 40% SO% 60% T0%  80% 0% 100%

Sourcs \Whiney Ecororucs Sunvey of Vg 03D and Cannnsnes Cgerstors

At Least $1.2 Billion in Economic Impacts, with the Multiplier Effect

SB 903 is projected to cause $444.1 million and $456.8 million of lost revenues in Virginia. In addition
to lost revenue, there is a ripple effect that results from this kind of dramatic revenue decline, also
known as a multiplier effect. Typically, the multiplier effect associated with the hemp industry is 2.8,
meaning that for every $1 spent in an economy there is a corresponding $2.8 of additional economic
activity. Therefore, the negative economic impact of the passage of this law, based on $444.1 - $456.8
million in lost revenues, is estimated to be $1.2 - $1.3 billion in lost economic activity.

Multiplier Effect (2.8X) Lost Revenue Total Economic Impact
Original Estimate based on Lost Revenue ($444,140,686) {61,243,583,921)
Impact Estimate based on Post Implementation Interviews {$456,790,263} ($1,279,032,735}

(Source: Whitney Economics)

Lack of Regulatory Approvals Impacting Existing Operators Ability to Conform

©Whitney Economics, LLC. 2023 503.724.3084 www.whitneyeconomics.com
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Not all businesses have chosen to close or relocate to a different state. Some businesses exercised their
option of selling conforming products that are approved by the state regulatory body that is tasked with
industry oversight. In order to be approved for sale, products must either be imported from other states
that are approved by the tegulatot, or they must be reformulated within the state of Virginia before they
are approved by the regulator, and then distributed to retail stores. Manufacturers and retailers are
attempting to comply but are being blocked by regulatory agencies not approving new products in a
timely manner.

Remaining Virginia Retailers are Determined to be Compliant

Initial feedback from the surveyed respondents indicate that the regulatory approval process is lengthy.
Additionally, despite submissions made prior to the July 1% cut-off date, products are still not being
approved for sale. This is having a growing impact on existing operators, because they are operating
with reduced revenues and increased expenses. The burden of product development, approval and
deployment is on Virginia operators. Non-compliant material has also had to be destroyed, which has
further added to the impact.

No Transition or Grace Period

Based on the legislation, no transition period after July 1* was implemented, and this has resulted in
further impact. In other states, when a change of regulatory requirements has been made, there is a
transition period, or sell-off period, built into the rules so as to avoid any unnecessary economic harm to
those impacted by this change. This has not been the case with SB 903, and as a result the economic
impact has had an effect on thousands of Virginians.

The Slow Roll Out of Approved Products
For those who chose to remain in the market, the slow roll out of regulator-approved products is having
a negative effect by suppressing revenues. This impact is not included in the report.

Legislation is Impacting More than Virginia Hemp Retailers

The impact of these changes will be felt in multiple sectors, including agriculture, manufacturing,
distribution, laboratory testing and retail. Reduced tax revenues collected by the state will also impact
other sectors and support services not directly involved in the sale and production of hemp-based
products.

Impacting Other States

The changes to the laws of Virginia will also impact suppliers and manufacturers in other states, as the
Virginia hemp and cannabinoid market is supported by a supply chain that extends across the U.S. The
economic impact on those other states is not included in this analysis.

©Whitney Economics, LLC. 2023 503.724.3084 www.whitneyeconomics.com
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Conclusion: Profound Economic Damage

The amount of economic damage caused to the Virginia economy by this legislation is profound. As a
result, the combined impact to Virginia’s economy is significant, totaling $1.2 to 1.3 billion in lost
economic activity, thousands of lost jobs, the millions in lost sales tax revenues. 'I'his is reflected in:

e An 81% reduction in the number of operating businesses

e A reduction in employment of at least 3,300 workers

e More than $130 million per year in lost wages

e Greater than $23 million in lost sales tax revenues

Original Law Was Meant to Address Public Safety

Given the original legislative intent was related to public safety, the amount of change and the economic
harm it has created is significantly greater than a required response to address public safety issues.
Simply implementing product testing, clear labeling and requiring age verification at the store level
would address this issue without negatively impacting Virginia’s hemp industry to the tune of more than
$1.2 billion per year.

Beau Whitney
Whitney Economics
503-724-3084
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Appendix

s Methodology

¢ About Whitney Economics
e Data Sources

Methodology

Whitney Economics was selected to provide a report on the economic impact of the Hemp-based
cannabinoid industry in the state of Virginia. With a demonstrated track record of creating unbiased
economic reports in the cannabis and hemp for industry groups and officials at every level of
government, Whitney Economics is uniquely positioned to assess the market from an operational and
policy perspective. Whitney Economics has dedicated resources for the ongoing collection and analysis
of the cannabis and hemp industries, both in the U.S. and internationally. As such, we have an extensive
database upon which to draw.

NOTES ON ORIGINAL DATASET

e As part of this report, the data was gathered with a targeted survey of Hemp operators as well as
smoke shops, vape shops and CBD stores. Emails were sent directly to the operators and reminders
were sent to drive more participation.

e Whitney Economics conducted a 16-question survey of leading hemp-based cannabinoid companies
in Virginia. This survey was conducted during a two-week period during in February 2023.

e The survey was sent to 311 (60%) of the estimated 550 Hemp, CBD and Cannabinoid retailers in
Virginia.

e The data does not include assessments of the revenues derived by CBD and cannabinoid products
sold at grocery stores or gas stations. 4s a result, Whitney Economics feels that the total revenues
and economic impact is understated.

e There was a response rate of 20.3% which is high. This enables statistically extrapolation to the
extent the results and projections have a 90% confidence level with a margin of error of +/- 10%

e Separate research was conducted to ascertain the number of smoke shops, vape shops, hemp
operators, and CBD stores there were in the state.

e Whitney Economics also supplemented the data with observations and data from other markets both
on the adult-use and medical industries as well as with the industrial hemp industry, much of which
came directly from state and federal regulators.

NOTES ON THE FOLLOW UP SURVEY

e Ofthe 63 original respondents, 40 provided email contact information for follow up

e Those 40 were contacted over a period of one week in August 2023. From this group there were 18
respondents, or 45% of the original survey participants.

11
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o Quantitative and qualitative responses were then compiled in the same manner as the original
analysis.

o Comparisons were then made, using the original 550 business operators, the respondent population
and the smaller subset.

¢ Whitney Economics has examined the data for potential biases, and noted that the ratios remain
largely unchanged regardless of population.

NOTES ON DATA FROM SURVEYS

o All data from surveys was self-reported: some data was independently verified, while some was
unable to be verified.

e The data was self-reported and was not validated for accuracy, although data in the responses was
triangulated for accuracy based on other survey responses.

o Data was then aggregated and then included in economic models to determine impacts

o Once the data was reviewed and tabulated, there were certain averages that stood out in the report
and those averages were then extrapolated to the rest of the industry and hemp permit holders.

e Whitney Economics compiled confidential information from these surveys and the information is
tightly restricted in its use and confidentiality.

e No specific company or data is mentioned in this report as a condition of the survey.

NOTES ON CALCULATION OF ECONOMIC IMPACT

o Economic impact relates in part to employment, revenues of operators, the amounts of suppliers into
the market. It also examines the direct and indirect effects from the industry, such as ancillary
services.

e Whitney Economics also applied a multiplier effect to the revenues derived from the hemp
cannabinoid retail sector.

e Whitney Economics has previously calculated the multiplier effect for cannabis, This established
cannabis multiplier (2.8x) was applied to the hemp revenues to ascertain the direct and indirect
effects of the proposed legislation.

o For comparison’s sake, the multiplier effect of the construction industry is 1x and the
multiplier effect of a national park relative to the local economy is 6x.

12
@Whitney Economics, LLC. 2023 503.724.3084 www.whitneyecanomics.com



WHITNEY ECONOMICS

About Whitney Economics

Whitney Economics is a global leader in cannabis and hemp business consulting, data, and economic
research, supporting hemp and cannabis operators, investors & regulators. With decades of experience,
ongoing data creation and aggregation processes, and boots-on-the- ground resources around the world,
Whitney Economics creates value through detailed insights, granular analysis & thoughtful projections.

No Position on Cannabis Legalization

Whitney Economics does not take a position on the legalization of cannabis nor does it take positions on
proposed legislation; however, it does derive revenue from cannabis and hemp related companies and
stakeholders. The views, opinions, and positions expressed in this paper are those of its author Beau
Whitney, and do not necessarily reflect the views, opinions, or official positions of any of our affiliated
organizations, groups or clients.

Statement Of Conflicts
Whitney Economics does not take a position on this issue of cannabis legalization, however there are
potential conflicts while presenting economic and market analysis.

Whitney Economics receives compensation for business and economic analysis of the cannabis
industry.

Mr. Whitney has previously held positions and licenses within the legal regulated cannabis industry.
Mr. Whitney currently has investments in a cannabis investment fund, Mantis Growth Investments,
and he is a member of the fund’s Board of Directors.

Mr. Whitney serves in an unpaid role as Chief Economist for the National Industrial Hemp Council.
Mr. Whitney serves in an unpaid role as Chief Economist for the National Cannabis Industry
Association

Whitney Economics is a member of the European Industrial Hemp Association.

Mr. Whitney is a founder of Every Day Hemp Company, an Oregon-based manufacturer of hemp
based plastic products.

13
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Data Sources

Virginia Employment Statistics
Littps.// virginiawurks.conﬂCurrem-Employment-Statisucs-Ci;'S

Federal Employment Statistics

BLS Quarterly Census of Employment and Wages (QCEW)
https://data bls.cov/cew/apps/data_views/data_views.htm#ftab=Tables

https:;’;’beta.bls.,czow’dataViewerfviewftimeseriesa’LASSTS 10000000000003:isessionid=91905C4FCA8F4
9FEBB43BEDB4C2B26BC

BLS: Quarterly Unemployment Rates
https://beta.bls.cov/dataViewer/view/timeseries/LAUSTS 0000000000004

Virginia Sales Tax Rates

https://www.lax.virginia.gov/sales-and-use-
tax#:~:tcxt=Sales%2GTax%ZORates&text=The%205ales%ZOtax%20rate%20for-a%ZOreduced%ZOrate%
2001%201%25

Virginia Unemployment Rate

https://www.vec.virginia.gov/latest-release

Note: The sales tax rate for most locations in Virginia is 5.3%. Several areas have an additional regional
or local tax as outlined below. In all of Virginia, food for home consumption (e.g. grocery items) and
certain essential personal hygiene items are taxed at a reduced rate of 1%

Whitney Economics in the Virginia Media
https://www.wtvr.com/news/ local-news/study-estimates-virginia-bill-cracking-down-on-hemp-
products-could-cut-jobs

Source: BLS - Virginia
Source: https:f;’virginiaworks.comeun'ent~EmpIovmenl—Statislics—CES

14
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Written Responses

Respondents to follow up inquiries are listed below as there is both quantitative and qualitative
cotnments that are valuable in the context of assessing impacts.

I'm in Maryland where the same thing happened and I have gone out of business.

Thanks for following up. The impact of the new legislation on my small business has been HUGE!
Sales are down 70% since July 1 changes. For the first time in 4 years, I was unable to pay my lease
on time and have outstanding bills I am trying to pay. Feeling extremely frustrated and praying for a
miracle to stay in business.

Thank you, While cannabis wasn't our primary business it did reduce our sales in a declining
economy anyways. We are hopeful but likely with that and many other impacts to the vapor industry
we will be closing in the next 12-18 months without drastic course correction by regulators at state
and federal levels. Meanwhile deadly street drugs and crime is climbing in our area, not what I had
hoped for out of Republicans.

Thank you for doing this survey! I will say that the legislation signed into law that placed restrictions
on the hemp industry put my small female-owned cannabis-inspired apothecary out of business.
Happy to provide feedback.

Since July 1st our sales are down 15%. We’ve always been primarily a vape shop with nicotine
products but we did stock a decent selection of hemp products. We planned ahead to bring in new
products to offset the loss but it’s still negatively impacting finances. Customers are upset & it’s
frustrating they can give out of state businesses support by purchasing online. The only businesses
suffering over this are in Virginia.

Revenue is down over 58% from last month, we are in the process of reducing hours and deciding if
we can make it. We are trying to develop other areas, such as grow supplies to make up for lost
revenue. They have made it difficult to even sell the CBD products. Senator Hanger's statement that
if you are selling hemp products now you will still be selling them after July 1st was a lie. T know of
several shops that have closed down.

As a small business and family-owned business, we will not likely be able to sustain business with
regards to hemp growing and processing.

Due to the new legislation, we have lost the ability to process and sell any edible products.

Increased licensing fees, inspection requirements with the removal of cottage law for hemp,
increased quantity and costs for sampling for growing, increased quantity and costs of hemp
compliance testing, cost of replacement of labels and special wording changes on products, label size
to support new requirements means smaller products cannot be sold without larger packaging, larger
packaging means higher shipping and freight costs, the market has also crashed due to larger
businesses selling their products below market values, and the list can go on.

Every year, more costs and regulations that limit or stop my ability to even make products makes
sustainability for the small time farmer neatly impossible.
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e Ontop of that, we have state marijuana regulations for cannabis that can be considered conflicting
with the hemp cannabis laws and can be ambiguous or vague allowing for free interpretations by a
judge or police force putting small hemp farmers at risk since they may not be able to financially
supputl any Lype of litigation like a bigger business would.

e These enacted laws are an attempt to allow larger businesses to monopolize the Virginia Hemp
market and set the stage for owning and monopolizing any retail market that may come in the future,
much like has been done with the medical licenses (5 total) in Virginia.

e At one point in history, all farmers in Virginia were required by law to grow Hemp to support the
economy without a license.

I am hopefuil that I will be able to continue to grow my personal medicine and be able to provide it to
others, but I may only keep the Hemp Growers license so I can grow for myself and no longer sell
hemp to avoid any legal issues.

I hope this message helps in some way.

e So it has impacted our business in many ways! We have closed down one of our Virginia locations,
our Short Pump location at GreenGate. This location's revenue was about 75-85% hemp-derived
THC so it would not survive the new law changes. We also opened a location in North Carolina
which we believe will lead the future of our company to being focused on North Carolina or other
states that provide more hemp friendly laws. North Carolina currently has a house bill up for
discussion/vote that would impose hemp regulations similar to VA but without the harsh limit of
THC that eliminates the product completely. It focuses more on proper manufacturing, labeling, and
care for the hemp-derived THC and the stores who choose to sell it. Our flagship Midlothian
location is still surviving on selling CBD products as well as adding new VA legal THC products
within the 25:1 ratio. Some customers who were THC users have begun to transition to CBD
alternatives, most have transitioned to ordering their usual products from online sources.

o The legislation that was passed has completely changed the hemp industry in Virginia. If the
legislation that passed would have been in conjunction with Adult Use legislation we wouldn’t be
having this conversation right now. The hemp industry in Virginia changes every year and makes
running a business impossible. The newly passed legislation also knocks out about 90% of products
that we sold including all of our best sellers. What you see happening now in Virginia is hemp
businesses are struggling, the illicit market is flourishing (there is no enforcement of the bad actors),
and no sign of retail sales of cannabis being passed anytime soon. AU would easily solve the
problem, but the governor is a blockade on this passage (I actually think republicans aren’t
completely against passing AU legislation, but the governor has said NO. Many hemp businesses
are scattering to figure out a path to be relevant in this new highly regulated market, but most likely
a lot of true hemp businesses (Not smoke shops and tobacco shops) will go out of business or just
continue to see sales go down. Our sales are down over 35% compared to last month. Virginia has
become the laughing stock of the US when it comes to cannabis, but I'm not laughing. I’m fortunate
that I have another business to support my family with, but many aren’t in this situation. Politicians
are trying to regulate an industry they have no clue about and that’s the over arching issue. We
(members of the Virginia Cannabis Association) have tried and tried to educate them, but at the end
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of the day we just get senseless legislation. Senator McPike is about the only one that gets it (Oh
and Senator Surovell). The one other factor in Virginia is the medical cannabis monopolies. They
continue to pay politicians at pretty high levels and hence we get legislation that takes out perceived
competition. They are the devil in the details, but no ncws outlct ever wants o poinl thal

out. Thanks again and please let me know if you have any other questions.

o This new legislation caused me to close my business down.

e As of June 24, 2023, my store is no longer open.

o Business revenues are in reduce level, we invested 1 million in our project last 6 months based on
expectations of certain income however with this situation we have now we are thinking seriously to
move out from this business and to go to other state.

e Such products are sold nationwide and people who is not able to buy it from Virginia, they can order
it online from other states. So basically, restrictions over this will not stop people from continuing to
have it.

o Tobacco stores are mostly small businesses and we do expect the authorities to support our business
and to continue with this since also they are regulating dispensaries and anyone age above 21 years
old can buy weed legally then why they can't buy those products?!

e Appreciate your understanding.

e We closed our doors on June 1st. We are longer in business because of the laws.

o we definitely have had a loss in revenue and had to reduce our employees hours as a result of that.

o Mostly, we are saddened by the loss as 95 % of our customers utilized these products for pain relief,
anxiety, sleeping issues and were an older clientele. Our customers were not buying this product to
"get a buzz" these folks had used prescriptions that gave them volatile side effects and were thrilled
that these products indeed gave them relief without the issues of opioid use and other narcotics they
had been using in the past.

e thank you for reaching out on our and their behalf and trying to get these products available in the
state of VA again.
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