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Cannabis Expungement Board

Agency Expenditure Overview

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
Expenditures by Fund
1000 - General 921 844
Total 921 844
Biennial Change 0 1,765
Biennial % Change
Governor's Change from Base 1,765
Governor's % Change from Base
Expenditures by Program
Cannabis Expungement Board 921 844
Total 921 844
Expenditures by Category
Compensation 800 800
Operating Expenses 121 44
Total 921 844
Full-Time Equivalents 8.00 8.00
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Cannabis Expungement Board

Agency Financing by Fund

(Dollars in Thousands)

Governor's
Actual Actual Actual Estimate Forecast Base Recommendation
FY20 FY21 FY22 FY23 FY24 FY25 FY24 FY25
1000 - General
Direct Appropriation 921 844
Expenditures 921 844
Biennial Change in Expenditures 0 0 1,765
Biennial % Change in Expenditures
Governor's Change from Base 1,765
Governor's % Change from Base
Full-Time Equivalents 8.00 8.00

State of Minnesota

2024-25 Biennial Budget
January 2023



Cannabis Expungement Board Agency Change Summary

(Dollars in Thousands)

Biennium
FY23 FY24 FY25 2024-25
Direct
Fund: 1000 - General
Change Items
Legalizing Adult-Use Cannabis 921 844 1,765
Total Governor's Recommendations 921 844 1,765
State of Minnesota 3 2024-25 Biennial Budget
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Cannabis Expungement Board

FY 2024-25 Biennial Budget Change Item

Change Item Title: Legalizing Adult-Use Cannabis

Fiscal Impact ($000s) | FY2024 | FY2025 | FY2026 | Fy2027
General Fund
Cannabis Management Office Expenditures 15,430 14,841 13,980 13,711
DEED Expenditures 10,400 6,700 0 0
Health Expenditures 8,115 8,115 8,115 8,115
Public Safety Expenditures 4,175 2,662 2,662 2,662
Revenue Expenditures 3,673 3,118 3,138 3,153
Human Services Expenditures 2,260 6,476 6,476 6,476
Cannabis Expungement Board Expenditures 921 844 844 844
Pollution Control Expenditures 607 496 70 70
Supreme Court Expenditures 545 545 0 0
Higher Education Expenditures 500 500 500 500
Agriculture Expenditures 411 411 338 338
Natural Resources Expenditures 338 0 0 0
Education Expenditures 180 120 120 120
Labor and Industry Expenditures 132 132 132 132
Commerce Expenditures 75 283 569 799
Corrections Expenditures (177) (345) (407) (458)
Tax Aids, Credits, and Refunds Revenues 5,800 31,000 79,300 130,800
Cannabis Management Office Revenues 1,996 3,330 4,000 6,000
State Government Special Revenue Fund
Health Expenditures (3,424) (3,424) (3,424) (3,424)
Health Revenues (7,411) (10,879) (12,973) (19,223)
Trunk Highway Fund
Public Safety Expenditures 5,608 1,668 1,668 1,668
Outdoor Heritage Fund
Tax Aids, Credits, and Refunds Revenues (3) 96 330 594
Arts and Cultural Heritage Fund
Tax Aids, Credits, and Refunds Revenues (2) 57 198 356
Clean Water Fund
Tax Aids, Credits, and Refunds Revenues (3) 96 330 594
Parks and Trails Fund
Tax Aids, Credits, and Refunds Revenues (1) 41 142 257
Net Fiscal Impact = 49,393 19,401 (36,546) (84,672)
(Expenditures — Revenues)
FTEs 92 98 104 104

Recommendation:

The Governor recommends funding for the safe and responsible legalization of cannabis for adults in Minnesota.
A new Cannabis Management Office will be responsible for the implementation of the regulatory framework for
adult-use cannabis, along with the medical cannabis program, and a program to regulate hemp and hemp-derived
products. This recommendation also includes funding for grants to assist individuals entering the legal cannabis
market, provides for expungement of non-violent offenses involving cannabis, and implements taxes on adult-use

cannabis.
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Rationale/Background:

Prohibiting the use of cannabis in Minnesota has not worked. Despite the current prohibition, marijuana is widely
consumed across Minnesota. The most recent Minnesota Survey on Adult Substance Use conducted in 2014-2015
found that nearly half (44%) of Minnesota adults reported using marijuana at some point during their lives. The
maturation of the market for hemp-derived cannabinoid products following the 2018 Farm Bill culminating in the
2022 legislation authorizing hemp-derived THC edible cannabinoids have created urgency for comprehensive
regulation and reform at the state level.

Regulating cannabis for use by adults will replace the abundant illicit market with a tightly regulated system with
controls similar to those currently accepted for the sale of alcohol. This proposal will allow for the monitoring and
regulation of its cultivation, processing, transportation and sale, activities currently occurring to the profit of drug
cartels and criminals and without consumer protection guardrails.

Importantly, this proposal will begin to address racial inequities our current system has created. Despite survey
data suggesting that Black and white Minnesotans use cannabis at similar rates, in 2021 Black Minnesotans were
over four times more likely than their white counterparts to be arrested for marijuana according to data from the
Bureau of Criminal Apprehension.

Marijuana prohibition additionally leaves potential tax revenue uncollected and furthers an opportunity for

economic growth in the underground market. This proposal will bolster amounts available the General Fund for
policymakers to prioritize while grant programs administered by DEED and the Office of Cannabis Management
will further ensure Minnesotan entrepreneurs have the best opportunity to become the new adult-use market.

Finally, this approach is now well-tested across the country. Nineteen states and the District of Columbia have
passed laws to legalize and regulate cannabis for adults. In Colorado, the first state to adopt this approach, legal
sales began in January 2014 so there is now nearly a decade of implementation experience in other states to help
craft this proposal for Minnesota.

Proposal:
This proposal creates a new agency, the Cannabis Management Office, which would be responsible for the
implementation of a new regulatory framework for adult-use cannabis. The Office of Medical Cannabis will also
move from the Department of Health to join this new agency. The office will be headed by a director appointed by
the Governor and receive advice from a Cannabis Advisory Council with representatives from experts, local
governments, the cannabis industry and relevant state agencies. The core duties of the office will include:
e to develop, maintain, and enforce an organized system of regulation for the lawful cannabis industry
e to establish programming, services, and notification to protect, maintain, and improve the health of
citizens.
e to prevent unauthorized access to cannabis by individuals under 21 years of age.
e to establish and regularly update standards for product testing, packaging, and labeling.
e to promote economic growth with an emphasis on growth in areas that experienced a disproportionate,
negative impact from cannabis prohibition.
e toissue and renew licenses.
e toimpose and collect civil and administrative penalties.
e to authorize research and studies on cannabis, cannabis products, and the cannabis industry.

Adult-use cannabis will be subject to a new 15% gross receipts tax and state sales tax with retail sales beginning
January 1, 2025. A new 15% gross receipts tax would also be imposed on the retail sale of edible cannabinoid
products with retail sales beginning October 1, 2023.

The proposal authorizes three grant programs to support the establishment of cannabis businesses in Minnesota.
Cannabis grower grants administered by the Office of Cannabis Management will provide farmers with assistance
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navigating the new industry and regulations along with subsidized loans for expanding into legal cannabis.
Administered by the Department of Employment and Economic Development industry navigation grants and
industry training grants will assist individuals in setting up a legal cannabis business through technical assistance
and navigation services while providing grants to organizations and individuals for training on cannabis jobs.

The proposal provides for automatic sealing of dismissals, exonerations, convictions, or stayed sentences of petty
misdemeanor and misdemeanor marijuana offenses by the Bureau of Criminal Apprehension, which will provide
notice of the expungement to local law enforcement agencies as well as the Judicial Branch for compliance
purposes. It also provides for the establishment of a Cannabis Expungement Board to review other cannabis
convictions to consider eligibility for expungement or resentencing.

The proposal authorizes the Governor to enter into compacts with Minnesota Tribal governments on issues
related to medical cannabis and adult-use cannabis.

The proposal finally provides significant resources to address substance use disorders. The proposal includes
initial funding for grants directed by the advice of a Substance Use Disorder Advisory Council convened by the
Department of Human Services. Five percent of the revenue from the cannabis gross receipts tax would flow into
this fund to support these grants into the future.

Appropriations necessary for its implementation include:

e $30,271,000 in FY2024/2025 and $27,691,000 in FY2026/2027 to establish and begin operations of a new
Cannabis Management Office responsible for the implementation of the new regulatory framework.

e $822,000in FY2024/2025 and S 676,000 in FY2026/2027 to the Department of Agriculture for food safety
and pesticide enforcement lab testing and rulemaking related to changes in cannabis laws.

e S$1,765,000 in FY2024/2025 and $1,688,000 in FY2026/2027 for a newly created Cannabis Expungement
Board for staffing and other expenses related to reviewing criminal convictions and issuing decisions
related to expungement and resentencing.

e $358,000 in FY2024/2025 and $1,368,000 in FY2026/2027 for the Department of Commerce for staffing
and other expenses to complete scale, and packaging inspections.

e Areduction of $522,000 in FY2024/2025 and $865,000 in FY2026/2027 to the Department of Corrections’
base budget to account for an expected reduction in marijuana-related incarcerations.

e $300,000 in FY2024/2025 and $240,000 in FY2026/2027 for the Department of Education to support
schools and districts in accessing resources on cannabis use and substance use.

e $17,100,000 in FY2024/2025 for the Department of Employment and Economic Development for cannabis
industry navigator and startup grants.

e 516,230,000 in FY2024/2025 and $16,230,000 in FY2026/2027 for the Department of Health for education
of women who are pregnant, breastfeeding, or who may become pregnant; data collection and reports;
and youth education.

e 58,736,000 in FY2024/2025 and $12,952,000 in FY2026/2027 for the Department of Human Services to
implement the substance use disorder treatment and prevention grant program and process background
studies relevant to the work of the Cannabis Expungement Board.

e $264,000 in FY2024/2025 and $264,000 in FY2026/2027 for the Department of Labor and Industry to
identify occupational competency standards and provide technical assistance for developing dual-training
programs.

e $338,000 in FY2024/2025 for the Department of Natural Resources for training of DNR Conservation
Officers relating to the new cannabis regulatory system and requirements, recognition of impairment, and
for the enforcement of the purposed environmental standards adopted by the Cannabis Management
Office.

e 51,000,000 in FY2024/2025 and $1,000,000 in FY2026/2027 for the Office of Higher Education for Dual
Training Competency Grants to employers in the legal cannabis industry.

State of Minnesota 6 2024-25 Biennial Budget
January 2023



e 51,103,000 in FY2024/2025 and $140,000 in FY2026/2027 for the Pollution Control Agency for rulemaking
to establish of water, energy, odor, and solid waste environmental standards for cannabis businesses and
provide technical assistance for small businesses.

e 56,837,000 in FY2024/2025 and $5,324,000 in FY2026/2027 for the Department of Public Safety Bureau of
Criminal Apprehension for identifying and sealing records, forensic science services, and investigations.

e $7,276,000 in FY2024/2025 and $3,336,000 in FY2026/2027 for the Department of Public Safety
Minnesota State Patrol from the Trunk Highway Fund for additional Drug Recognition Expert (DRE)
troopers, crash reconstruction specialist troopers, and replacement drug detection canines.

e 56,791,000 in FY2024/2025 and $6,291,000 in FY2026/2027 for the Department of Revenue to collect and
administer the tax requirements.

Impact on Children and Families:

The current widespread underground market for marijuana provides no controls against the sale and access to
children. This proposal provides age restrictions to prevent the sale of cannabis to those under 21.
Additionally, the biannual Healthy Kids Colorado Survey found no increase in the use of marijuana from 2011
to 2015 in the period where legal sales initiated in the state, a finding that has been consistent in Washington,
Oregon, Alaska, California, Massachusetts, Maine, and Nevada. The proposal additionally provides funding for
MDH to conduct a long-term, coordinated education program to raise public awareness about and address
adverse health effects associated with the use of cannabis or cannabis products by persons under age 21.

Equity and Inclusion:

This proposal seeks to begin to address the inequities the current system of marijuana prohibition has created,
beginning with the expungement of nonviolent marijuana offenses. A Division of Social Equity at the Office of
Cannabis Management will work to further promote the consideration of equity and inclusion in the development
and implementation of cannabis regulatory systems. The proposal additionally requires the prioritization of social
equity applicants in cannabis license selection along with the cannabis grower and industry training and
navigation grant programs.

Tribal Consultation:
Does this proposal have a substantial direct effect on one or more of the Minnesota Tribal governments?

XYes
CONo

Minnesota tribal governments, in particular the Red Lake Nation and the White Earth Nation, have raised
significant concerns about the current interactions between their medical cannabis programs and current
restrictions in statute. This proposal will provide broad authority for the Governor or designated representatives
to negotiate compacts with an American Indian tribe regulating cannabis and cannabis products including medical
cannabis.

Results:

The proposal requires Department of Health to engage in research and data collection activities to measure the
prevalence of cannabis use and the use of cannabis products in the state by persons under age 21 and persons
age 21 or older.

Statutory Change(s):

13.411, by adding a subdivision; 13.871, by adding a subdivision; 152.02, subdivisions 2, 4; 152.022, subdivisions
1, 2; 152.023, subdivisions 1, 2; 152.024, subdivision 1; 152.025, subdivisions 1, 2; 181.938, subdivision 2; 181.950,
subdivisions 2, 4, 5, 8, 13, by adding a subdivision; 181.951, by adding subdivisions; 181.952, by adding a
subdivision; 181.953; 181.954; 181.955; 181.957, subdivision 1; 244.05, subdivision 2; 256.01, subdivision 18c;
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256D.024, subdivision 1; 256J.26, subdivision 1; 273.13, subdivision 24; 275.025, subdivision 2; 290.0132,
subdivision 29; 290.0134, subdivision 19; 297A.67, subdivisions 2, 7; 297A.99, by adding a subdivision; 297D.01,
subdivision 2; 297D.04; 297D.06; 297D.07; 297D.08; 297D.085; 297D.09, subdivision 1a; 297D.10; 297D.11;
609.135, subdivision 1; 609.531, subdivision 1; 609.5311, subdivision 1; 609.5314, subdivision 1; 609.5316,
subdivision 2; 609.5317, subdivision 1; 609A.01; 609A.03, subdivisions 5, 9; 624.712, by adding subdivisions;
624.713, subdivision 1; 624.714, subdivision 6; 624.7142, subdivision 1; 624.7151; proposing coding for new law
in Minnesota Statutes, chapters 3; 17; 28A; 34A; 116J; 116L; 120B; 144; 152; 289A; 295; 604; 609A; 624;
proposing coding for new law as Minnesota Statutes, chapter 342; repealing Minnesota Statutes 2020, sections
152.027, subdivisions 3, 4; 152.21; 152.22, subdivisions 1, 2, 3, 4, 5, 5a, 5b, 6, 7, 8, 9, 10, 11, 12, 13, 14; 152.23;
152.24; 152.25, subdivisions 1, 1a, 1b, 1c, 2, 3, 4; 152.26; 152.261; 152.27, subdivisions 1, 2, 3, 4, 5, 6, 7; 152.28,
subdivisions 1, 2, 3; 152.29, subdivisions 1, 2, 3, 3a, 4; 152.30; 152.31; 152.32, subdivisions 1, 2, 3; 152.33,

1.38 subdivisions 1, 1a, 2, 3, 4, 5, 6; 152.34; 152.35; 152.36, subdivisions 1, 1a, 2, 3, 4, 5; 152.37; 297D.01,
subdivision 1; Minnesota Rules, parts 4770.0100; 4770.0200; 4770.0300; 4770.0400; 4770.0500; 4770.0600;
4770.0800; 4770.0900; 4770.1000; 4770.1100; 4770.1200; 4770.1300; 4770.1400; 4770.1460; 4770.1500;
4770.1600; 4770.1700; 4770.1800; 4770.1900; 4770.2000; 4770.2100; 4770.2200; 4770.2300; 4770.2400;
4770.2700; 4770.2800; 4770.4000; 4770.4002; 4770.4003; 4770.4004; 4770.4005; 4770.4007; 4770.4008;
4770.4009; 4770.4010; 4770.4012; 4770.4013; 4770.4014; 4770.4015; 4770.4016; 4770.4017; 4770.4018;
4770.4030.
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