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DEPARTMENT OF PLANNING

16-T-75

GENERAL APPLICATION

File No. (internal use only):

2600 Hollywood Boulevard Room 315
Hollywood, FL 33022

Tel: (954) 921-3471
Fax: (954) 921-3347

This application must be
completed in full and
submitted with all documents
to be placed on a Board or
Commitfee’s agenda.

The applicant is responsible
for obtaining the appropriate
checklist for each type of
application.

Applicant(s) or their
authorized legal agent must be
present at all Board or
Committee meetings.

At least one set of the
submitted plans for each
application must be signed
and sealed (i.e. Architect or
Engineer).

Documents and forms can be
accessed on the City's website
at
http:/iwww.hollywoodfl.org/
DocumentCenter/Home/
View/21

APPLICATION TYPE (CHECK ONE):

[J Technical Advisory Committee [ Historic Preservation Board
X cCity Commission

Date of Application: October 19, 2016

[] Planning and Development Board

Location Address: Citywide
Lot(s):N/A

Block(s): N/A Subdivision: NJA

Folio Number(s): N/A
Zoning Classification: N/A

Land Use Classification: N/A

Existing Property Use: NJA Sq Ft/Number of Units: NJA

Is the request the result of a violation notice? { ) Yes { JNo  If yes, attach a copy of violation.
Has this property been presented to the City before? If yes, check al that apply and provide File

Mumber(s) and Resolution(s):

] Economic Roundtable
[] City Commission

[] Technical Advisory Committee [] Historic Preservation Board

(] Planning and Development

Explanation of Request: A Text Amendment to the City’s Code of Ordinances

to establish regulations and guidelines for Medical Marijuana Businesses

Number of units/rooms: N/A SqFt N/A
Estimated Date of Completion: N/A

If Phased, Estimated Completion of Each Phase

Value of Improvement: N/A

Will Project be Phased? [ ) Yes (X)MNo

Mame of Current Property Owner: _City of Hollywood

Address of Property Owner: 2600 Hollywood Blvd., Hollywood, FL 33022

Telephone: Fax: _N/A Email Address; N/A
Name of Consultant/Representative/Tenant (circle one). _N/A

Address: N/A Telephone: N/A
Fax: N/A Email Address: N/A

Date of Purchase: N/JA
If Yes, Attach Copy of the Contract,
List Anyone Else Who Should Receive Notice of the Hearing:

Is there an option to purchase the Property? Yes ( ) No (X}

Address:

Email Address:




DEPARTMENT OF PLANNING

GENERAL APPLICATION

2600 Hollywood Boulevard Room 315
Hollywood, I'L 33022

CERTIFICATION OF COMPLIANCE WITH APPLICABLE REGULATIONS

The applicant/owner(s) signature certifies that he/she has been made aware of the criteria, regulations and guidelines applicable to
the request. This information can be obtained in Room 315 of City Hall or on our website at www.hollywoodfl.org. The owner(s)
further certifies that when required by applicable law, including but not limited to the City's Zoning and Land Development
Regulations, they will post the site with a sign provided by the Office of Planning and Development Services. The owner(s) will
photograph the sign the day of posting and submit photographs to the Office of Planning and Development Services as required
by applicable law. Failure to post the sign will result in violation of State and Municipal Notification Requirements and Laws.

(I(We) certify that (1) (we) understand and will comply with the provisions and regulations of the City's Zoning and Land Development
Regulations, Design Guidelines, Design Guidelines for Hisfpric Properties and City's Comprehensive Plan as they apply to this project. (I)(We)
further certify that the above statements and drawingg/made on any paper or plans submitted herewith are true to the best of (my)(our)
knowledge. (I)(We) understand that the appEicat/i(and hments become part of the official public records of the City and are not returnable.

{

Signature of Current Owner: = Date:
PRINT NAME: Dr. Wazir Isﬁel, City Manager Date:
Signature of Consultant/Representativr—;:U Date:
PRINT NAME: Date:
Signature of Tenant: Date:
PRINT NAME: Date:

CURRENT OWNER POWER OF ATTORNEY

| am the current owner of the described real property and that | am aware of the nature and effect the request for

(project description) to my property, which is hereby made by me or |
am hereby authorizing (name of the representative) to be my legal
representative before the (Board and/or Commitge) relative to all matters concerning

this application.

Sworn to and subscribed before me % /
this day of MY  SIGNATUYRE OF CURRENT OWNER
Notary Public State of Florida PRINT NAME

My Commission Expires: {Check One) Personally known to me; OR




Twenty-seven states and the District of Columbia have enacted laws that allow the medical use of marijuana.

BEE 88 B8
-

States with medical marnjuana laws

. States that have removed jail time for possessing small amounts of marijuana
. States that have both a medical marnjuana law and have removed jail time for possessing small amounts of manjuana

. Marijuana is legal for adults and is taxed and regulated similarly to alcchol; state alse has a medical marijuana law

SOURCE: Marijuana Policy Project www.mpp.org



Municipality
Broward County
Planning Council
Broward County

Florida Municipal Ordinances
for Medical Marijuana Dispensaries

Provisions
No action.

October 20, 2016

Hallandale Beach
Broward County

Moratorium in effect while regulations are prepared. No
draft of ordinance prepared at this time.

October 20, 2016

Sunrise
Broward County

No action.

October 20, 2016

Pompano Beach
Broward County

Moratorium on November agenda while ordinance is
being drafted.

October 19, 2016

Wilton Manors
Broward County

Dispensaries permitted as a Conditional Use in WDAE
and B-2 zoning districts; application process; distance
separation requirements; 100 L.f. from other dispensary,
school, daycare, park, social service facility or place of
worship; revocation.

2016-012

September 13, 2016

Cape Canaveral
Brevard County

Ordinance being revised by Citty Attoreny; will be
presented to P&Z in July and presented to City Counil in
August.

August 25, 2014

Cocoa
Brevard County

Sheriff Wayne Ivey: Presented Florida Constitutional
Amendment on Use of Marijuana for Certain Medical
Conditions.

June 19, 2014

Cocoa Beach Dispensaries allowed as Special Exception use in the |1581* June 19 2014
Brevard County General commercial (CG) zoning; 100- L.f. from any (4-1)
school or church; 200 I.f. from residential; prohibited in
CRA,; no on-site marijuana cultivation; no loitering; no
drive-through service; no on-site consumption of
marijuana and/or alcohol; 200-feet from arterial roads;
operatina hours.
Grant-Valkaria Dispensaries as a Conditional Use Permit in Industrial {2014-04 |August 13, 2014
Brevard County Light (IU) and Industrial Heavy (1U-1) zoning; siting (2nd Reading)
standards and requirements.
Indian Harbour City Attorney advised Counil to being thinking about an April 8, 2014
Beach ordinance or a moratorium.
Brevard County
Malabar City Attorney recommended Council discussion to April 21, 2014
Brevard County prepare for referendum passage.
City Attorney again recommended Council discussion. October 20, 2016
No ordinances passed since last update.
Melbourne No action. April 21, 2014
Brevard County
Palm Bay No action. August 6, 2014
Brevard County
Palm Shores Dispensaries only with Conditional Use Permit in Light |2014-06 |May 27, 2014
Brevard County Industrial (M-1); no loitering; no drive-through service; (5-0)

no outside display; no alcohol; 2500 .f. from any school,
park or other dispensary; no delivery; no vending
machines; no signage; security; permit revocation
terms.

No changes to aforementioned ordinance.

October 20, 2016

Rockledge No action. August 6, 2014
Brevard County
Satellite Beach No Action. August 6, 2014

Brevard County

Updated: October 20, 2016
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Florida Municipal Ordinances
for Medical Marijuana Dispensaries

Per Building Official, City Attorney has advised Council
to wait for policies from state due to pre-empt clause
built into the 2016 Constitutional Amendment.

October 20, 2016

West Melbourne
Brevard County

No action.

August 6, 2016

On Agenda for November 1, 2016. Nothing published.

October 20, 2016

Brevard County

Citizen requested dispensary zoning regulation
discussion; Comiision request a staff report.

July 8, 2014

Edgewood
Orange County

Prohibits dispensaries, cannibis farms and non-medical
marijuana sales; Dispensaries only with Conditional use
Permit in Industrial (I) as Special Exception Use; no
loitering; no drive-through service; no alcohol; 2500 I.f.
from any school, daycare, public park, or other
dispensary; no delivery; no vending machines; signage;
securitv: permit revocation terms.

2014-04

June 17, 2014
(4-0)

No changes to aforementioned ordinance.

October 20, 2016

Maitland Prohibits dispensaries, cannabis farms and non-medical 1265 November 10, 2014
Orange County marijuana sales; conditional Use Permit in Commercial

District 3 (OC_3); no loitering; no drive-through service;

no alcohol; 2500 If. from any school, daycare or public

park; hours of operation.

No changes to aforementioned ordinance. October 20, 2016
Lady Lake Prohibits Dispensaries, cannabis farms and non- 2014-05 |Agust 4, 2014
Lake County medical marijuana sales; dispensaries permitted as a (5-0)

Special Exception Use in Heavy Commercial (HC)

zoning district; no loitering; no drive-through service; no

alcohol; 2500 L.f. from other dispensary; 1500 I.f. from

any school, religious facility, daycare, or public park;

hours of operation.
Mount Dora Prohibits dispensaries, cannabis farms and non-medical|2014-05 |May 20, 2014
Lake County marijuana sales; dispensaries only with Conditional Use (7-0)

Permit in Workplace District (WP-2) as Special

Exception Use; no loitering; no drive-through service; no

alcohol; 2500 L.f. from any school, daycare, public park

or other dispensary.

No change in aformentioned ordinance. October 20, 2016
Flagler Beach Prohibits dispensaries, cannabis farms and non-medical|2014-12 |May 22, 2014
Volusia County marijuana sales; dispensaries only with Condition use (5-0)

Permit in Highway Commercial (HC) as Special

Exception Use; no loitering; no drive-through service; no

alcohol; 2500 I.f. from any school, church, daycare,

public park or other dispensary.
Ponce Inlet Prohibits dispensaries, cannabis farms and nonmedical |{2014-05 |July 17, 2014
Volusia County marijuana sales; dispensaries only with Conditional Use (5-0)

Permit in General Retail (b-1) as Special Exception use;

no loitering; no drive-through service; no alcohol; 2500

I.f. from any school, church, daycare, public park or

other dispensary.

Per Planning Staff, no changes to aforementioned 20-Oct-16

ordinance.

* - This ordinance provides comparable zoning and conditional requirements for Medical Marijuana
Dispensaries as to the existing regulations for Pain Management Clinics.

Updated: October 20, 2016
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Municipal Dispensary License Allocation: Florida®

Economic and Social Considerations

Synopsys: This report describes the benefits and costs that should be considered by Florida’s city and
county planners as they prepare their cannabis dispensary licensing rules. As cannabis policy and
planning experts, the Marijuana Policy Group makes the following recommendations:

® Phased Approach: Based upon past experience, municipalities should use an incremental
approach to issuing dispensary licenses. This mitigates the cost of early-stage errors in license
criteria and processing. In general, it is easier for authorities to issue additional licenses over
time, than to revoke licenses from previously issued licensees.

*  Optimal Number of Dispensaries: The optimal number of dispensaries depends upon the
number of patients likely to register, the local area population, and the required scale of
operation for dispensaries to remain profitable. The average resident ratio among similar states
(with laws similar to Amendment 2) is one dispensary per 67,222 residents (1:67,222). This ratio
is found to be “optimal” by the MPG for cities and counties in Florida.

e Risks of Unprofitable Dispensaries: Unlike conventional business, cannabis business failure
creates risks because the product is still prohibited by federal law. Small and struggling cannabis
entities are more likely to sell (or “divert”) into illegal markets (e.g., minors and out-of-state
smuggling). For example, struggling entities can utilize their license to legally culltivate or

purchase cannabis, and then re-sell to illegal markets, if they cannot survive in Florida’s legal
market.

e The Minimum Effective Scale Ratio: As a second rational approach to setting standards for
dispensary numbers, it is helpful to note that the minimum effective scale for a dispensary is
approximately 600 patients. Under Amendment 2, the minimum population-to-patient ratio in
Florida should be no more than one dispensary for each fifty-thousand residents (1:50,000) with
the optimal ratio at 1:67,222.

e The Failure Rate: The percentage of companies expected to become unprofitable in the
regulated market is 61% if the allocation ratio is 1:30,000. Expected failures decline to 32% if
the ratio is 1:50,000, and to only 13% if the ratio is 1:67,222.

! The Marijuana Policy Group (MPG) is a Denver-based economics and policy consulting firm dedicated to cannabis
economics and policy. This memo provides a quantitative assessment of the benefits and challenges related to
cannabis dispensary permitting and licensing. The MPG is nationally recognized for its role in shaping the Colorado
regulated cannabis market. Since 2014, the MPG has served as the lead cannabis economist for the State of
Colorado, providing detailed market and economic analysis that informs state legislators and policymakers. MPG
experts have also advised private sector clients for location, investment, and operations — this experience helps the
MPG to bring private-sector understanding into the public-policy forum in an articulate manner. The MPG now
operates in 13 states and two foreign countries.

Note: Results and findings are solely bused upon MPG research. Quotctions or citations of the report findings must include “The
Marijuana Policy Group” as the original owner of this intellectual property. 1
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e Upper-Bound Sales: The MPG finds no evidence to indicate an upper-boundary on the ability of
dispensaries to service or supply customers. Single storefronts in Washington State, for
example, were serving as many as 6,000 patrons in July 2016. It is therefore unlikely that a
dispensary would experience “too many” patients to service.

e Cole Memo Compliance: Florida regulators should respect the priorities stated in the United
States Department of Justice’s 2013 Cole Memorandum. This memorandum outlines the
position of the federal government, and the conditions under which federal authorities will
allow state-level rule on cannabis possession. Two of the eight priorities in the Cole
Memorandum are to mitigate diversion to minors, and mitigate diversion out of the state.
Proper allocation of licenses should be designed to ensure that licensees will remain compliant
with state laws, and with federal guidelines.

e Inexperienced Operators: Due to increased risks associated with dispensary failures, regulators
should prioritize license applicants who have demonstrated the ability to operate a successful
cannabis business in the past.

Contents
Municipal Dispensary License Allocation: FIOrida. ... 1
Background..........cooeeiviniener S T 3
State-Level Licensing and RestrioiiVenESss. cimameesmismssis s e i osiss imssomssisvissssass sisus sosviass 3
Florida State Estimated Capture RatEs i ismims mimmsiaiios (niobeibs singosss s i s avins ionesessbbas e bvassais 5
Dispensary License AlIOCatIONS ... sassiaiiimeasss sioss i ssavess s ess as iress i ss e eiiansssssas srabsrssinassws i 5
Dispensary Economics — Minimum Effective Scale...............ccooiiiiiii e 8
Dispensary Failure Rates Under Three Scenarios..............ccoovimiiiiiiiiniciciiice s 10
Regulatory Risks from Failing Dispensaries................ccoiiiiiiiiii e 10
TR T B oo oo b T B B 4 L O S SR S T 0N S T 11

Note: Results and findings are solely based upon MPG research. Quotations or citations of the report findings must include “The
Marijuana Policy Group” as the original owner of this intellectual property. 2
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Background

Florida’s medical cannabis program is changing rapidly. The passage of Amendment 2 in November
2016 will increase substantially the size and scope of the program. This ballot measure represents the
latest of three measures which altered the state’s approach to medical cannabis.

Program Evolution: 2014-2016

Under the Compassionate Medical Cannabis Act, passed in 2014, the Legislature permitted low-
THC/high CBD, non-smokable cannabis to be dispensed and utilized for the treatment of a handful of
medical conditions. However, due to the legal restrictions, limiting access and prescriptions, and by
forbidding smokable products, few patients have chosen to obtain medical cannabis through legal
channels.

On March 25, 2016, Florida Governor Rick Scott signed House Bill 307 into law. This law expanded access
to medical cannabis, including high-THC products as an efficacious treatment for patients with terminal
illnesses. The state has licensed six medical cannabis dispensing organizations, which are vertically
integrated and authorized to cultivate, manufacture, and sell medical cannabis. However, the program
remains nascent; a- of August, 2016, the Florida Department of Health has just 87 registered cannabis
patients.

The passage of Amendment 2 is likely to expand significantly the number of registered patients and
potential dispensaries seeking to serve such patients. State and local authorities must prepare
themselves for an onslaught of medical cannabis dispensary applications. Under current law (section
381.986(8)(b), Florida Statutes), each county and municipality is authorized to implement rules and
regulations for permitting of retail cannabis dispensaries. The statute specifies that such regulations
should be reasonable and tailored to protect the public health, safety, and welfare. Most city or county
managers have not faced such a decision, and are uncertain how many dispensaries to permitin a
certain locality. This document is designed to help these authorities to understand what has been done
elsewhere, and what to expect if too many or too few dispensaries are permitted in specific localities.

State-Level Licensing and Restrictiveness

The MPG collected state-level medical cannabis program data for 22 states where some form of medical
cannabis is allowed. Each state chose a regulatory system that is influenced by local sentimentality
toward cannabis. Despite the disparity among different state and county rules, most impose restrictions
on medical cannabis programs through 1) Limitations on the scope of medical conditions treatable using
medical cannabis and the medical prescription (“recommendation”) process; and 2) Rules to limiting
dispensary numbers.

Restrictions on Condition Types — and the Capture Rate

Certain states restrict use by limiting the types of conditions that are allowed to be treated using
cannabis. lllinois, for example, has such restrictive conditions that there are only 7,000 approved
medical cannabis patients, in a state with 12.8 million residents. The corresponding patient to
population ratio — called the “Capture Rate” —is therefore just 5 people per 10,000, or 0.05%.

Note: Results and findings are solely based upon MPG research. Quotations or citations of the report findings must include “The
Marijuana Policy Group” as the original owner of this intellectual property. 3
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Most states have fewer restrictions on allowed medical conditions, and higher Capture Rates, than
lllinois. Colorado, Maine, and Oregon allow most types of conditions, including “chronic pain,” to be
recommended for treatment using cannabis. As a result, these states have much higher capture rates.
The rate in Colorado is 1.94%, in Oregon, it is 1.83%, and in Maine it is 3.42%, the highest in the dataset.
Table 1 provides a listing for selected states (22 different states where information was available), of the
current patient count, compared to the resident population, to provide a capture rate for each state
program.

Table 1: Medical Cannabis State Populations and Eligible Patient Populations, based upon allowed
medical conditions for medical cannabis.

s pb::;:feion Patient Current Ca_ptl_.lre
: (2015) numbers - through _Ratio

Maine 1,329,328 45,520 6/16/2016 3.42%
Michigan 9,922,576 203,889 6/18/2016 2.05%
Colorado 5,456,574 106,066 5/31/2016 1.94%
California 39,144,818 715,133 6/16/2016 1.83%
Oregon 4,028,977 73,605 6/6/2016 1.83%
Arizona 6,828,065 97,938 5/27/16 1.43%
Rhode Island 1,056,298 14,459 6/15/2016 1.37%
Montana 1,032,949 13,288 5/31/2016 1.29%
New Mexico 2,085,109 24,902 6/3/2016 1.19%
Hawaii - 1,431,603 14,074 6/1/2016 0.98%
Nevada 2,890,845 18,599 5/31/2016 0.64%
D.C. 672,228 3,707 6/3/2016 0.55%
Vermont 626,042 2,936 6/27/2016 0.47%
Massachusetts 6,794,422 25,980 5/31/2016 0.38%
Connecticut 3,590,886 10,861 6/12/2016 0.30%
Delaware 945,934 1,490 6/15/2016 0.16%
Alaska 738,432 1,071 5/31/2016 0.15%
New Jersey 8,958,013 7,956 6/15/2016 0.09%
New Hampshire 1,330,608 780 7/1/2016 0.06%
llinois 12,859,995 7,000 6/1/2016  0.05%
Minnesota 5,489,594 1,486 6/10/2016 0.03%
New York 19,795,791 4,688 6/9/2016 0.02%
Average: 0.92%

Source: MPG Calculations based upon publically-available state patient
and population data. Patient data was sourced from the Marijuana
Policy Project.

Note: Results and findings are solely based upon MPG research. Quotations or citations of the report findings must include “The
Marijuana Policy Group” as the original owner of this intellectual property. 4
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Florida State Estimated Capture Rates
Under HB 307/SB 460

Although HB 307/SB 460 has added access medical cannabis for the terminally ill, it is estimated that the
patient-count will remain low given the restrictions that remain. Based upon the new regulations, the
MPG estimates that the state’s patient Capture Rate will grow from current levels to approximately
12,000 patients.

The most binding constraints to access include the low-THC requirement for several of the qualifying
conditions, difficulty for doctors to legally recommend the drug, and a cumbersome / costly path to
become a registered cannabis patient. In total, the MPG estimates the Capture Rate under existing
legislation to be approximately six-tenths of one percent (0.06%).

Under Amendment 2

Upon passage of Amendment 2, the number of eligible conditions will expand to include more prevalent
indications, and the use of high-THC, smokable products would be allowed, making the Florida law
similar to laws in approximately 7 other states.

Using these states for guidance, the MPG constructed an estimated capture rate for Florida. The
estimated capture rate for the state under Amendment 2 is 1.21%. The results are shown below, in
Table 2.

Table 2: Florida-Specific Patient Population - Based upon MPG Estimated Capture Rates

Florida Estimated Patient Population
Sample Average 0.92%
Average (Programs similar to Florida): 1.21%
Florida Population (2015) 20,271,272
Estimated Florida Patient Count:
Using Sample Average (0.92%) 186,575
Using Similar Program Ave (1.21%) 244,472
Using Upper Bound (2.2%) 445,968

Source: MPG Calculations

While the overall sample average capture rate was 0.92%, the average for states who have deployed a
program that is similar to Florida’s, is 1.21%. This higher rate reflects the exclusion of certain highly-
restrictive states (e.g., New Jersey, New York, and lllinois).

Dispensary License Allocations

The passage of Amendment 2 will lead to an onslaught of cannabis dispensary applications, and city and
county planners must be prepared to handle such applications. Cannabis dispensaries and storefronts
are perceived by many planners to carry increased risks compared to typical merchandise stores. These
stores sell products that are prohibited under federal law, and they tend to hold large quantities of cash
and high-value products. Accordingly, these stores can become burdensome on law enforcement
resources. Additionally, community leaders in other states have expressed concern that numerous

Note: Results and findings are solely based upon MPG research. Quotations or citations of the report findings must include “The
Marijuana Policy Group” as the original owner of this intellectual property. 5
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cannabis dispensaries increase the risk of blight and may reduce property values for neighboring
communities.

In order to mitigate these risks and the burden on law enforcement, state and municipal authorities
have placed limitations upon the number of dispensary operations in a given area. The first and most
common limitation is population-based, where a fixed number dispensary licenses are allowed within a
specific population center.

Experience from Other Industries

Rationing and allocation of licenses to certain types of private businesses is not new. Certain states with
a more pious outlook continue to limit liquor store licensees. Utah, for example, limits storefronts to
1:44,000 residents.? Other regional limits are often requested by private business due to high startup
costs. Hospital developers require a setback that limits competition for a period of time — in order to
ensure they can survive and provide medical services. Pure public goods, such as fire stations and parks,
are allocated to meet community needs, while balancing the costs and benefits of additional service
outlets.

Cannabis dispensaries are privately-funded entities that provide services to a specific population
segment. Therefore, the benefits of increased access to these entities is balanced against the potential
costs of having too many outlets and subsequent failing businesses (along with considerations for the
health, safety, and wellbeing of the public including increased risk of crime and burdens on law
enforcement). While zoning rules can help to navigate the location of these entities, the number of
entities can be directly controlled through license allocations.

Experience from Other States

Of the 22 states from which MPG collected data, three states place no explicit limit upon the number of
dispensing licenses: Colorado, New Mexico, and Oregon. Colorado and Oregon provide licenses to any
applicant who can meet the qualifications to be an operator, while New Mexico takes into consideration
the need for additional dispensaries on an annual basis. Since two of these states have legalized
cannabis for anyone over 21 years of age, their policies should be viewed differently from states with
medical programs only.

Among medical-only states, there is a gap between two types of dispensary allowances. Many states
have systems that allow 1 dispensary for every 60,000 to 80,000 residents. The MPG compared these
states with the program in Florida outlined in Amendment 2 — the most similar states are Arizona, New
Mexico, Maryland, Nevada, Pennsylvania, and Hawaii. Those states had an average of 67,222 residents
per dispensary. See Figure 0-1 below, for a graphical depiction of dispensary ratios.

2 Most state have liquor store ratios that average 1 for every 3,000 residents.
Note: Results and findings are solely based upon MPG research. Quotations or citations of the report findings must include “The
Marijuana Policy Group” as the original owner of this intellectual property. 6
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Figure 0-1: Ratio of State Resident Population to Cannabis Dispensaries for Selected US States (2015/2016)

Dispensary Population Ratios - US States

lllinois
Maine
Vermont
Hawaii
Pennsylvania
Nevada
Maryland

New Mexico

Arizona BB ]
Colorado 0,315
Oregon 9,779

g 0 50,000 100,000 150,000 200,000 250,000

Source: MPG Calculations based upon publically-available state patient and population data.

~ Two states stand out for the extremely “low” population to dispensary ratios: Colorado and Oregon.
However these ratios can be misleading because most of these licensees are allowed to sell recreational
(adult-use) cannabis from the same location.? The ability to sell adult-use as well as medical cannabis
means that these locations are not relying solely upon patients to sustain their business, as dispensaries
in medical-only states do.

Case of Oregon Dispensaries

The history of Oregon’s medical program offers some insights as a medical-only state that converted
into an adult-use state. In Oregon, no a-priori limit was placed on dispensary licensing. As a result, the
industry faced a “boom/bust” scenario,

In 2014 and 2015, some Oregon towns incurred periods of under-supply, and then over-supply,
eventually leading to dispensary failures.® In 2015, pre-existing dispensaries benefitted by an interim
law passed by the Oregon legislature, allowing medical dispensaries to sell cannabis to any adult over 21
years of age. At the same time, no recreational retail licenses were issued, giving pre-existing
dispensaries exclusive rights to sell recreational cannabis to adults. Starting in January 2017, medical
dispensaries must choose whether to sell exclusively to recreational or medical markets.

According to an article by the Guardian, Southeast Portland had approximately 12,000 medical card
holders, and 136 medical dispensaries during calendar year 2015. This meant there were just 88 patients
per dispensary, on average — leading to closures, license transfers, and product diversion. After October
2015, many dispensaries were revived, as their client base was expanded to any adult over 21 years of

? Stores and dispensaries are allowed to sell both products, so long as the area can be easily distinguished between
medical and recreational retail. Most stores have a large orange line down the floor to indicate each section.

% See for example: https://www.theguardian.com/us-news/2015/nov/21/oregon-cannabis-legalization-medical-
marijuana-dying-market.

Note: Results and findings are solely based upon MPG research. Quotations or citations of the report findings must include “The
Marijuana Policy Group” as the original owner of this intellectual property. 7



MPG =

Market Intelligence |

License Allocations — Flarida.v5

age. In general, the Oregon program is perceived as one that was fraught with uncertainty, leading to
general discontent among industry members.

Dispensary Economics — Minimum Effective Scale

The Marijuana Policy Group has unique access to operating information for small and large vendors,
both for medical and adult-use markets. The MPG can utilize their unique experience and insights to
calculate — in a clear way — the so-called “minimum effective scale” required to sustain a medical
cannabis operation. Clearly, cities and the state wish to have a well-organized and functional dispensary
system, one that does not create negative incentives for failing operators.

Approach: We use the State of Florida capture rate that was estimated above (1.21%) to illustrate some
basic economics related to the dispensary licensees —and to compute the share of “failing” dispensaries
under different scenarios. We find that in Florida under Amendment 2, the minimum effective scale is
one dispensary for every 50,000 residents. However, given the risk associated with failing dispensaries,
the “optimal” ratios is one dispensary for every 67,222 residents.

If the estimated capture rate is used, then on average, each dispensary would serve either 813 patients
using the 1:67,222 ratio, or 605 patients using the 1:50,000 ratio.

Demand by Patients: Previous demand studies conducted by the MPG show that medical patients
typically use cannabis on a near daily basis. Those consumers are estimated to demand 1.6 grams of
flower (or its equivalent in non-flower products) per day of use.® The average use rate is 29 days per
month. Thus, total demand by weight for these customers is expected to be 1.6 g per day * 29 days per
month = 44.6 grams of cannabis per month — or 1.66 ounces of cannabis per month.

The average price of medical cannabis flower in Colorado is $5.05 per gram. Typically, medical cannahis
is purchased in portions of 1 ounce at a time.® If the dispensary ratios are 1:67,222, then a typical
dispensary will serve 813 patients, and these dispensaries can be expected to have average revenues of
approximately $190,600 per month, under these assumptions.

On average, the cost of wholesale cannabis inputs account for 50% of total sales value (i.e., thereis a
100% markup on product).” Thus, net revenues on average would be approximately $95,300 per month.
While rent and payroll expenses can vary widely, we can make some basic assumptions in order to
provide context and draw a line of profitability.

5 See “Market Size and Demand for Colorado” (2014), produced by MPG and commissioned by the Colorado
Marijuana Enforcement Division. This study supplied a deep assessment of market demand (by weight) for
cannabis flower. The study found that heavy users consume almost 3 times as much cannabis per day than
irregular users.
https://www.colorado.gov/pacific/sites/default/files/Market%20Size%20and%20Demand%20Study%2 C%20July%2
09%2C%202014%5B1%5D.pdf

& The price of illicit cannabis, according to “ThePriceofWeed.com” — a crowdsource site for product pricing, equals
§7.92 per gram for medium quality cannabis in Florida. This price is expected to decline, as it did in Colorado,
under a regulated market.

7 The same logic applies to vertically-integrated firms, who grow and sell the product. These firms implicitly pay
wholesale prices for their own cannabis, because they could have sold their product at the wholesale price. Thisis
a well-known economic concept regarding implicit versus explicit pricing.

Note: Results and findings are solely based upon MPG research. Quotations or citations of the report findings must include “The
Marijuana Policy Group” as the original owner of this intellectual property. 3
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Table 3: Example Accounting for Florida Dispensaries - by Population Ratio

Cost and Profits: Typical Dispensary Operation
Assumptions / Estimates: _ Mlnlmum ; M?_nej:’:\:m ) Optimal
Dispensary Ratio:  1:50,000 || 1:30,000 1:67,222
Patient C._:r_p_ture Rate: 1.21% 1.21% 1.21%
Number of Patients per Dispensary 605 - | 363 813

Revenues and Costs: | N T
Total Estimated Revenues . .| $142,008 || $85205 $190,921
COGS (CostofGoodsSold)  $71,004 || s42602 $ sss61
Rent (or imputed rent) 415000 || $15,000  $15,000
Pay;q!ls (lncludmg payroll taxes & msurance) ) i _$_2_5_,_{_)[_)£)_‘ .§}§1999.: §§q,_0_q_(__}_
Uf&Jltles cleanlng, mternet and other basu: serwces 55000 $5,000 : . _$5f0_Q0
Accounting, legal, consulting, and professional services _ $6,000 | | $6,000 .  $6,000
Total Estimated Costs: ' . $122,004 | | $83,602 . $151,461

EBITA (Earnings before Interest, Taxes,and 1 ’
Amortization) B $ 20004 || $1602  $39,461
Income Taxes (assuming 280E Compliance) ; 757179,_3_;3_1 | $11,829 $26,729
Income Taxes (under regul ar condltlons) B $5£6_0_l_ | S__44_9_‘ $11,049
Net Proflt (IVIonthiy) _ - 7 _
~ Under 280E . 5123 []($10,326) $12,732
UnderReguiarcOndmons . $14,403 $1,154 . 28,412

‘*Source: MPG Calculratio_ns based upon state captures rates and sfg_gnd.irn_g_ profiles.

Table 3 shows what a Florida state dispensary license holder can expect financially under various
dispensary to population ratios. If there exists one dispensary for every 67,222 residents, then net
profits after taxes (assuming the owner somehow maneuvers around certain applicable IRS regulations)®

are $31,896 per month on average, or $382,752 per year. Under Section 280E of the IRS Code, proﬂts
would be $211,392 for the year.

In contrast, if the ratio were 1:30,000 — then the license holder would /ose approximately $120,000
under 280E, or earn just $13,212 under normal operating conditions. Profits are “normal” compared to
the at-risk capital if the ratio is 1:50,000. In this case, annual after-tax profits would be $1,475 under
Section 280E, and would be $172,835 under regular business conditions.

8 Section 280E of the IRS Code prohibits cannabis vendors from claiming any expenses, except for the cost of the

cannabis product itself. For more information see: http://www.thedailybeast.com/articles/2016/02/18/feds-slap-
70-tax-on-legal-marijuana-businesses.html

Note: Results and findings are solely based upon MPG research. Quotations or citations of the report findings must include “The
Marijuana Policy Group” as the original owner of this intellectual property. g
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These profit estimates do not include the initial cost of investment, called “at risk capital”. The initial
investment expense to open a dispensary is expected to equal approximately $200,000, depending upon
the location, building, staff, and licensing process.

Dispensary Failure Rates Under Three Scenarios

Under an allocation ratio of 1:50,000 residents, the MPG estimates that approximately 32% of the
licensees will struggle or become unprofitable, and would present increased risks for enforcement and
regulators. An allocation closer to the average among MPG’s sample (1:67,222) results in slightly fewer
dispensaries, as well as a higher success rate, effectively shifting the failure rate down from 32% to 13%
(i.e. only 1 in 8 licensees fail). In contrast, if more licenses are permitted, then assuming the same
capture rate, a higher share of those licensees must be failures, since the total spending on cannabis is
effectively “capped” by the number of patients. For example, if a ratio of 1:30,000 is used, more than
half of the licensees would be expected to fail or be in danger of failing. Under this regime, the average
dispensary teeters between a gain of $1,039 per month if they do not comply with 280E, or a loss of
$10,379 per month, if they comply. Only 39% of dispensaries are expected to be sustainable under this
scenario, and 61% of dispensaries become “high risk” failing entities.

Table 4 below shows the relative number of dispensaries under different allocation schemes:

Table 4: Number of Dispensaries and Expected Failing Stores under different license allocation schemes.

Di'sp.eﬁsary Failure Rate

Population  Number of  Failure : Number of

Ratio . Dispensaries Rate ;Store Failures
130,000 676  61% . 412
1:50,000 405 32% | 130
1:67:222 302 13% | 39

*Based upon 2015 Florida population, and MPG fail-
rate estimates. :

The expected failure rate is 61% under a 1:30,000 ratio. This rate falls to approximately one-third (32%)
if fewer licenses are issued, to bring the dispensary population in-line with the state population (405
stores). Under this scenario, the number of failed stores falls from 412 to 130, for a 68% reduction in
failed licensees. Under a ratio of 1:67,222, the failure rate falls to 13%, and the number of failed stores
falls from 130 down to 39. The MPG believes that 1:67,222 provides an “optimal” balance between
access of store locations and risks of store failures, given the estimated parameters for Florida, under
passage of Amendment 2. It is also important to note that, because the six currently licensed
organizations in Florida also offer statewide delivery, patients will have additional access to medicine (in
addition to retail outlets). This suggests that rural and remote populations can still be served, in some
manner, even when store density is not high.

Regulatory Risks from Failing Dispensaries

In general, the free market system is an effective mechanism that allocates resources to their best use.
It rewards efficient operators and it eventually pushes inefficient or ineffective operators out of the
market through closures or consolidation.

Note: Results and findings are solely based upon MPG research. Guotations or citations of the report findings must include “The
Marijuana Policy Group” as the original owner of this intellectual property. 10
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The free market system works best for the sale and distribution of innocuous goods and services. But
there are special risks and considerations when the market is a “Schedule 1” narcotic. Most of these
risks are related to product diversion and crime. An itemized list of considerations is below:

* Struggling cannabis vendors have an incentive to divert sales to illegal markets if they cannot
compete in the regulated market. In order to survive, struggling operators are more likely to
allow sales to unauthorized users or to divert some of their products for sale outside of the
region, or outside of the state (ex-state diversion).

e The diversion of cannabis to minors or to other states are listed as the Federal Government’s
“priorities and concerns” in relation to the state-level sale and distribution of cannabis
products. These concerns are prominently described in the 2013 “Cole Memorandum.”

e Struggling vendors are less likely to pay for laboratory testing, for proper packaging, and for
proper safety standards in the workplace. Profitable operators have an incentive to maintain
their good-standing with state licensing agents, and are more likely to maintain higher levels of
safety, quality-control, packaging, and monitoring, compared to poorly-funded organizations.

» Tax compliance and promptness of payment for license fees are generally higher for well-
funded and well-organized licensees, compared to struggling and near-bankrupt licensees.?
Near-bankrupt operators have “less to lose” compared to profitable enterprises, and therefore
are therefore less likely to comply with the rules and regulations. This effect has been
documented in studies of entrepreneurial behavior and attitudes among small-business
owners.

* Until federal laws change, almost all cannabis dispensaries are cash-based operations. This
raises the risk of crime and burglaries targeted toward dispensary locations. This, in turn,
creates an incremental burden for local law enforcement and potential threats to public safety.

Summary

The passage of Amendment 2 will fundamentally alter Florida’s medical cannabis program. City and
county planners throughout the state will be faced with a number of decisions that will ultimately
determine the success of medical cannabis operations in their respective communities. This report is
intended to assist government administrators as they begin to consider cannabis dispensary licensing
rules. MPG’s recommendations, based on other medical cannabis states’ experiences and data-driven
economic analysis, provides Florida municipalities with a targeted rulemaking framework that will
enable a well-functioning medical cannabis market.

MPG's calculated “optimal ratio” of one dispensary per 67,222 residents (1:67,222) has been customized
to Florida’s specific patient population and regulatory structure. The ratio ensures that the majority of
licensed medical cannabis dispensaries in Florida will have a sufficient medical patient customer base,
based upon an estimated Capture Rate of 1.21%, to create a profitable business environment for
licensed actors. Reducing the number of “at-risk” or failing medical cannabis licensees is imperative for
creating a medical cannabis market that mitigates regulatory risk in the form of diversion and crime. The

? See, for example: Kamleitner, et. al. (2012). "Tax Compliance of Small Business Owners: A Literature Review and
Conceptual Framework," International Journal of Entrepreneurial Behavior & Research 18(3):330-351.

Note: Results and findings are solely based upon MPG research. Quotations or citations of the report findings must include “The
Marijuana Policy Group” as the original owner of this intellectual property. 11
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actions taken and rules enacted by city and county planners must be cautious, incremental, and should
reflect the medical cannabis market unique to Florida, as the ultimate success or failure of the medical

cannabis program is highly dependent upon the regulatory structure.

Note: Results and findings are solely based upon MPG research. Quotations or citations of the report findings must include “The

12

Marijuana Policy Group” as the original owner of this intellectual property.



ATTACHMENT B

Constitutional Amendment Petition Form




CONSTITUTIONAL AMENDMENT PETITION FORM

Note:
¢ All information on this form, including your signature, becomes a public record upon receipt by the Supervisor of Elections.
e Under Florida law, it is a first degree misdemeanor, punishable as provided in s. 775.082 or s. 775.08, Florida Statutes, to knowingly
sign more than one petition for an issue. [Section 104.185, Florida Statutes]
o [f all requested information on this form is not completed, the form will not be valid.

Your name

Please Print Name as it appears on your Voter Information Card

Your address

City Zip County

o Please change my legal residence address on my voter registration record to the above residence address (check box, if applicable).
Voter Registration Number or Date of Birth

| am a registered voter of Florida and hereby petition the Secretary of State to place the following proposed amendment to the Florida Constitution on the
ballot in the general election:

BALLOT TITLE: Use of Marijuana for Debilitating Medical Conditions

BALLOT SUMMARY: Allows medical use of marijuana for individuals with debilitating medical conditions as determined by
a licensed Florida physician. Allows caregivers to assist patients’ medical use of marijuana. The Department of Health shall
register and regulate centers that produce and distribute marijuana for medical purposes and shall issue identification cards
to patients and caregivers. Applies only to Florida law. Does not immunize violations of federal law or any non-medical use,
possession or production of marijuana.

ARTICLE AND SECTION BEING CREATED OR AMENDED: Atrticle X, Section 29
FULL TEXT OF THE PROPOSED CONSTITUTIONAL AMENDMENT:

ARTICLE X, SECTION 29.— Medical marijuana production, possession and use.
(a) PUBLIC POLICY.

(1) The medical use of marijuana by a qualifying patient or caregiver in compliance with this section is not subject to criminal or civil
liability or sanctions under Florida law.

(2) A physician shall not be subject to criminal or civil liability or sanctions under Florida law solely for issuing a physician certification
with reasonable care to a person diagnosed with a debilitating medical condition in compliance with this section.

(3) Actions and conduct by a Medical Marijuana Treatment Center registered with the Department, or its agents or employees, and in
compliance with this section and Department regulations, shall not be subject to criminal or civil liability or sanctions under Florida law.

(b) DEFINITIONS. For purposes of this section, the following words and terms shall have the following meanings:

(1) “Debilitating Medical Condition” means cancer, epilepsy, glaucoma, positive status for human immunodeficiency virus (HIV), acquired
immune deficiency syndrome (AIDS), post-traumatic stress disorder (PTSD), amyotrophic lateral sclerosis (ALS), Crohn's disease, Parkinson's
disease, multiple sclerosis, or other debilitating medical conditions of the same kind or class as or comparable to those enumerated, and for
which a physician believes that the medical use of marijuana would likely outweigh the potential health risks for a patient.

(2) “Department” means the Department of Health or its successor agency.

(3) “Identification card” means a document issued by the Department that identifies a qualifying patient or a caregiver.

(4) “Marijuana” has the meaning given cannabis in Section 893.02(3), Florida Statutes (2014), and, in addition, “Low-THC cannabis” as
defined in Section 381.986(1)(b), Florida Statutes (2014), shall also be included in the meaning of the term “marijuana.”

(5) “Medical Marijuana Treatment Center” (MMTC) means an entity that acquires, cultivates, possesses, processes (including
development of related products such as food, tinctures, aerosols, oils, or ointments), transfers, transports, sells, distributes, dispenses, or
administers marijuana, products containing marijuana, related supplies, or educational materials to qualifying patients or their caregivers and
is registered by the Department.

(6) “Medical use” means the acquisition, possession, use, delivery, transfer, or administration of an amount of marijuana not in conflict
with Department rules, or of related supplies by a qualifying patient or caregiver for use by the caregiver’'s designated qualifying patient for the
treatment of a debilitating medical condition.

(7) “Caregiver” means a person who is at least twenty-one (21) years old who has agreed to assist with a qualifying patient's medical use
of marijuana and has qualified for and obtained a caregiver identification card issued by the Department. The Department may limit the
number of qualifying patients a caregiver may assist at one time and the number of caregivers that a qualifying patient may have at one time.
Caregivers are prohibited from consuming marijuana obtained for medical use by the qualifying patient.

(8) “Physician” means a person who is licensed to practice medicine in Florida. (Continues on next page)




(Continued from previous page)

(9) “Physician certification” means a written document signed by a physician, stating that in the physician's professional opinion, the
patient suffers from a debilitating medical condition, that the medical use of marijuana would likely outweigh the potential health risks for the
patient, and for how long the physician recommends the medical use of marijuana for the patient. A physician certification may only be
provided after the physician has conducted a physical examination and a full assessment of the medical history of the patient. In order for a
physician certification to be issued to a minor, a parent or legal guardian of the minor must consent in writing.

(10) “Qualifying patient” means a person who has been diagnosed to have a debilitating medical condition, who has a physician
certification and a valid qualifying patient identification card. If the Department does not begin issuing identification cards within nine (9)
months after the effective date of this section, then a valid physician certification will serve as a patient identification card in order to allow a
person to become a "qualifying patient" until the Department begins issuing identification cards.

(c) LIMITATIONS.

(1) Nothing in this section allows for a violation of any law other than for conduct in compliance with the provisions of this section.

(2) Nothing in this section shall affect or repeal laws relating to non-medical use, possession, production, or sale of marijuana.

(3) Nothing in this section authorizes the use of medical marijuana by anyone other than a qualifying patient.

(4) Nothing in this section shall permit the operation of any vehicle, aircraft, train or boat while under the influence of marijuana.

(5) Nothing in this section requires the violation of federal law or purports to give immunity under federal law.

(6) Nothing in this section shall require any accommodation of any on-site medical use of marijuana in any correctional institution or
detention facility or place of education or employment, or of smoking medical marijuana in any public place.

(7) Nothing in this section shall require any health insurance provider or any government agency or authority to reimburse any person for
expenses related to the medical use of marijuana.

(8) Nothing in this section shall affect or repeal laws relating to negligence or professional malpractice on the part of a qualified patient,
caregiver, physician, MMTC, or its agents or employees.

(d) DUTIES OF THE DEPARTMENT. The Department shall issue reasonable regulations necessary for the implementation and
enforcement of this section. The purpose of the regulations is to ensure the availability and safe use of medical marijuana by qualifying
patients. It is the duty of the Department to promulgate regulations in a timely fashion.

(1) Implementing Regulations. In order to allow the Department sufficient time after passage of this section, the following regulations
shall be promulgated no later than six (6) months after the effective date of this section:

a. Procedures for the issuance and annual renewal of qualifying patient identification cards to people with physician
certifications and standards for renewal of such identification cards. Before issuing an identification card to a minor, the Department must
receive written consent from the minor’s parent or legal guardian, in addition to the physician certification.

b. Procedures establishing qualifications and standards for caregivers, including conducting appropriate background checks,
and procedures for the issuance and annual renewal of caregiver identification cards.

c. Procedures for the registration of MMTCs that include procedures for the issuance, renewal, suspension and revocation of
registration, and standards to ensure proper security, record keeping, testing, labeling, inspection, and safety.

d. A regulation that defines the amount of marijuana that could reasonably be presumed to be an adequate supply for
qualifying patients’ medical use, based on the best available evidence. This presumption as to quantity may be overcome with evidence of
a particular qualifying patient’s appropriate medical use.

(2) Identification cards and registrations. The Department shall begin issuing qualifying patient and caregiver identification cards, and
registering MMTCs no later than nine (9) months after the effective date of this section.

(3) If the Department does not issue regulations, or if the Department does not begin issuing identification cards and registering MMTCs
within the time limits set in this section, any Florida citizen shall have standing to seek judicial relief to compel compliance with the
Department’s constitutional duties.

(4) The Department shall protect the confidentiality of all qualifying patients. All records containing the identity of qualifying patients shall
be confidential and kept from public disclosure other than for valid medical or law enforcement purposes.

(e) LEGISLATION. Nothing in this section shall limit the legislature from enacting laws consistent with this section.
) SEVERABILITY. The provisions of this section are severable and if any clause, sentence, paragraph or section of this measure, or
an application thereof, is adjudged invalid by a court of competent jurisdiction other provisions shall continue to be in effect to the fullest extent
possible.

X

DATE OF SIGNATURE SIGNATURE OF REGISTERED VOTER

Initiative petition sponsored by People United for Medical Marijuana, 20 North Orange Avenue, Suite 1600, Orlando, FL 32801.

If paid petitioner circulator is used:

RETURN TO:
People United for Medical Marijuana
Post Office Box 402527
Miami Beach, FL 33140

Circulator’'s name:

Circulator’'s address:

For Official Use Only: ~ Serial Number: _15-01
Date Approved: 1/9/2015
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