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HISTORIC W INS

The 2020 election has provided a big win for the
cannabis legalization movement, the states that
will be establishing new or expanded markets as
well as the companies seeking to find a foothold .
While each election win for the cannabis
legalization movement is historic, 2020 brought
with it a few wild cards and the first state to ever
legalize both medical and adult use on the same
ballot. In this report we discuss the impact each
of these wins will have on their respective state
and the opportunities that should arise in 2021
for savvy cannabis businesses and eager
entrepreneurs. With winds in conservative
strongholds like Mississippi and South Dakota
the cannabis legalization movement is gaining
momentum toward long term national
legalization success. Starting with historic wins,
Mississippi approved medical marijuana while
contending with a similarly named ballot
measure that had the potential to confuse voters,
split the vote, or cause the initiative to fail.



With cannabis legalization being a bipartisan issue it should come as no
surprise that initiative 65 passed in Mississippi. However, supporters of the
initiative had every reason to be worried that the initiative wouldn’t pass when
the state legislature added an alternative version of initiative 65 called 65A.
This alternative initiative was far more limiting in the number of qualifying
conditions and did not set out a timetable for establishing a regulated market.
Voters in Mississippi however chose the original initiative 65 in overwhelming
numbers passing the initiative at a rate of 76% one of the largest margins of
victory for a cannabis ballot initiative. Aside from the historic victory the
reason, the cannabis legalization movement and interested cannabis
businesses should be thankful for the win in Mississippi. The initiative that was
passed, Initiative 65, has the following qualifying conditions: cancer, epilepsy
or other seizures, Parkinson’s disease, Huntington’s disease, muscular
dystrophy, multiple sclerosis, cachexia, Post-traumatic stress disorder, positive
status for HIV, AIDS, chronic or debilitating pain, ALS, glaucoma, Agitation of
Dementia, Crohn’s disease, Ulcerative Colitis, Sickle Cell Anemia, Autism with
aggressive or self-injurious behavior, pain refectory to appropriate opioid
management, spinal cord disease or severe injury, intractable nausea, severe
muscle spasticity, or another medical condition of the same kind of class to
those included and for which a physician believes the benefits of using
medical cannabis would reasonably outweigh any potential health risks. This
leads to a very large potential patient pool and a program that is accessible to
numerous patients. The position limits for medical patients in Mississippi are
2.5 ounces of medical marijuana at one time and not more than 2.5 ounces
can be provided to a patient in a 14-day perio
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This win for Mississippi cannabis patients may also include a windfall for the
state’s budget. With a tax rate set at 7% and the state projecting potential
patient base of 50,000 patients the state estimates that they may make $2.5
million in patient ID card registration fees alone though our projections from
Bridge West CPAs puts a little bit lower we project the total patient
consumer base to be closer to 1.5% of the state population which is closer to
47,000 patients. The estimated tax collections for the state in the first year
based off of this more conservative estimate would be closer to about $4.6
million in the second year to $9.5 million nearly doubling the first year’s
revenue and increasing to $14.6 million in the third year. This is also likely to
create potentially 1,029 jobs in the first year 2,100 jobs in the second year and
3,213 jobs by the third year. The legislative budget office fiscal analysis for
initiative 65 placed an anticipated revenue number at $13 million including
$2.5 million for user ID cards, commercial license fees equaling about
$500,000, and sales fees at 7% bringing in $10 million. While these are very
rosy figures, we trust the experience of the Bridge West CPAs team whose
more conservative projections are based on the experiences of states that
came before.
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Arizona is no stranger to cannabis legalization ballot initiatives. The state first
legalized medical marijuana through a 2010 ballot measure, establishing a
medical marijuana market in the state. The issue of adult-use was on the ballot
in 2016 as Proposition 205, a citizen-initiated measure that was defeated by
51.3% voting no on it. The reason this initiative lost by such a close margin is
believed to be tied to the potential loss of patient grow rights. The 2020
measure for Proposition 207 not only addressed this issue but insured that
adults 21 years of age or older in Arizona will now be permitted to grow no
more than six marijuana plants in their residences as long as the plants are
within a lockable, enclosed area and out of public view. Proposition 207 has
also adopted a Social Equity Ownership Program or SEOP, which is designed
to issue licenses to entities whose owners are “from communities
disproportionately impacted by the enforcement of previous marijuana laws”.
The proposition also requires the expungement a criminal records for anyone
convicted of certain marijuana related crimes that were related to possession,
consumption, cultivation, and transportation through petition. This
expungement period is set to start on July 12, 2021.
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Montana’s ballot initiatives and their success have made history in 2020
because they both expanded their market to adult use and included
marijuana at equal status in the constitution with alcohol for setting age
restrictions. Montana didn’t lower the age of possession and consumption for
cannabis or alcohol to 18 but rather established through a constitutional
amendment that Montana residents 18+ are considered legal adults in all
respects with the exception of alcohol and marijuana where statutes place
the legal age for purchase, possession, and consumption at 21+. Statutory
Initiative 190 established possession limits, a regulatory framework, and a
deadline for the first license application period which will only be open to
current operators in good standing. The projected potential revenue from
estimated tax collections for the state in the first fully operational year sit
around $14 million almost $15 million going up to $21 million in the second
year and $27 million in the third year. If these figures hold there can be as
many as 1,304 jobs tied to the newly expanded market in the first year, 1,846
in the second year, and 2,411 in the third year. These projections have been
calculated by Bridge West CPAs who evaluate this based off of other similar
states.
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New Jersey joined the ranks of the now 15 states with both medical and adult
use legalized. The amendment requires the state regulated adult-use sales
through the recently established Cannabis Regulatory Commission and limits
the tax on retail sales of cannabis from exceeding the state's standard sales
tax of 6.625% with municipalities being afforded the option of imposing a 1-2%
sales tax. New Jersey should have a fairly uneventful and productive process
for establishing rules and regulations as the governor and a significant portion
of the legislature are in support of the adult-use market. Bridge West CPAs
estimate total tax collections for the state in the first year to be around $64
million the next year to be around $91 million and the third year $120 million
increasing there after. They also projected potential 10,566 jobs in the first year
tied to the cannabis industry 15,128 jobs the second year and up to 19,872 in
the third year.
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Last but not least, South Dakota made history this year by being the first to
legalize both medical marijuana and adult-use cannabis on the same ballot in
an election year. This is great news for this state even though its governor is
staunchly against cannabis. The initiatives, as written, provide a framework
and mandate for implementation of rules and regulations for medical
marijuana, hemp, and adult-use. Based on the projections from Bridge West
CPAs in adult use cannabis market in South Dakota in the first fully
operational year could yield $8.9 million in tax revenue increasing to $12.1
million in the following year and $15 million in the year after that potentially
leading to 1,175 jobs in the first year rising to 1,605 in the second year and 2,053
in the third year. The medical marijuana Initiative has enough qualifying
conditions to allow for a respectable patient base. However, South Dakota will
face the challenge far sooner than its peers of striking the right balance in the
rules and regulations to protect the medical marijuana program and its
patients from the competition of its own adult-use market.
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Mississippi 

Mississippi tops the list because it is one of the few states that have a deadline
for business license issuance written into the initiative language. The new law
requires that the department shall begin issuing identification cards and
treatment center licenses no later than August 15, 2021. Meaning a privileged
license application period will open up in Mississippi prior to the end of the
summer. The Green Zone requirements have already been established in the
initiative or a new law at 500 feet from schools, churches, and child day care
centers. Rules and regulations must be established before July 1, 2021. This
means that if the state sticks to the strict guidelines the license application
period for the state will be very short and will require the expertise of seasoned
privilege application preparers.

Mississippi does have a legal challenge to the voter approved ballot initiative
from the mayor of Madison who argues that the signature gathering process
was violated because no more than one-fifth of signatures are allowed to come
from any congressional district, a rule that was put in place when the state still
had five congressional districts instead of the four it has currently. The lawsuit is
likely to be thrown out as the Secretary of State is on the record as saying the
medical marijuana ballot initiative did qualify because petitioners collected
enough signatures from voters in the areas that used to encompass the former
five districts.

The success of each of these ballot initiatives does not just lend itself to
interesting history it also paves the way for some very important opportunities
and poses some significant challenges. For every cannabis business
professional election season brings with it the excitement of new
opportunities in new and expanding markets. This section covers the
opportunities and challenges that will be presented in each of these legalized
states whether they are just opening their cannabis markets or expanding
them. Savvy investors will know that the time is right to pick up important real
estate, to be considering ownership opportunities, licensing agreements, and
so on. It is important now more than ever to have the right people on your side
and to know exactly where the opportunities may lie in the next year and the
year to follow. Here are each of the states broken down for you:



Arizona

Opportunities in Arizona include an early application. Between January 19 to
March 9, 2021 for existing nonprofits and some limited for-profit entities to
apply for dispensary licenses. There will also be a round of social equity
business licenses that will be issued once the social equity ownership program
is established within six months of the state adopting the new rules and
regulations for the expanded adult use program. There will be 26 social equity
licenses available. If for some reason no licenses have been issued for adult use
marijuana establishments by April 5, 2021 then existing medical marijuana
establishments in good standing with the Department will be allowed to
cultivate, produce, and sell adult-use cannabis to adults 21 years of age and
older until licenses have been awarded.

Montana

The new law in Montana has establish that by no later than January 1, 2022 to
the department must make application forms available and begin accepting
applications for licensure under the law. This initial application period will
require the department to evaluate applications and approve or deny licenses
to current operators in good standing within 30 days of receipt of the
application and 90 for new operators. The department of public health and
human services must have any necessary rules and regulations to allow
current providers, marijuana infused product providers, and dispensaries
licensed under title 50 chapter 46 that are in good standing with the
department the ability to sell marijuana and marijuana infused products to
consumers until the new licenses have been awarded.

There is a lawsuit challenging the voter approved measure brought by the
anti-legalization group Wrong for Montana which claims the potential tax
revenue allocations violates the state constitution. What are the lawsuit is
successful or not it is unlikely that it will overturn the will of the voters. This is
due in large part to the way the Measure was written to allow for the funding
allocation to be scrapped if the suggestion of how the funds should be
allocated is unconstitutional then all revenues generated from excise taxes on
cannabis would then deferred to the state’s general fund.



New Jersey

 New Jersey is poised to have an application period late in 2021 or early 2022.
Even with a delay to the end of next year or early the year following, New Jersey
will still be ahead of neighboring states like New York which has been
considering full legalization and is likely to legalize next year but not have a
license application period any earlier than 2022.

South Dakota

The state of South Dakota had until April 1,2022 to implement the rules and
regulations outlined in the constitutional amendment for medical marijuana,
hemp, and adult-use. We could see a privileged license application period for
medical marijuana as soon as late 2021 barring any significant resistance from
state legislators or the governor in adjusting current laws and regulations that
need to reflect the change in the substance’s legal status. The green zones
appear to be similar to other states and would make real estate an important
financial investment at this stage. Entrepreneurs looking to help shape this
market will want to closely watch any hearings or developments including
attending public meetings where cannabis policy may be discussed.

Make the most out of new and expanding market opportunities with Higher Yields
Consulting your seed to success consulting firm. 


