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Present law provides for the regulation of therapeutic marijuana production (TM) in Louisiana by the LA Dept. of Agriculture
& Forestry (LDAF), including a provision allowing LDAF to retain fees in an amount equal to 7% of gross sales of TM.
Proposed law retains the 7% fee assessed on gross TM sales to be collected by the LA Dept. of Revenue and dedicates the
proceeds of the fee to the Community and Family Support System Fund, and further provides that no less than 50% of fee
deposits to the fund be dedicated to the Early Steps intervention program. Proposed law further allows the LDAF to receive a
portion of the revenues associated with the avails of the gross TM fee via legislative appropriation. Proposed law adds sales
of TM to allowed sales tax exemptions and exclusions in present law. Proposed law allow TM growers/producers to deduct
ordinary business operating expenses from state corporate income tax returns.

Effective July 1, 2019.

According to the LDAF, the proposed law will not affect current expenditures associated with regulation of TM, as it reports that it is
currently funding TM regulatory activities utilizing all available other means of finance. LDAF further reports cost estimates associated with
TM regulation in the following amounts by fiscal year: FY 20 - $778,577; FY 21 - $774,950; FY 22 - $785,836; FY 23 - $796,940; FY 24 -
$808,266. LDAF anticipated its regulatory costs to be defrayed by a 7% retainage on gross sales of TM pursuant to Act 567 of the 2016 R.
S., that this proposed legislation diverts to the Community and Family Support System Fund, although it does allow for the department to
receive a portion of the 7% TM fee, pursuant to legislative appropriation, to defray regulatory costs. To the extent LDAF is not able to
sustain TM regulatory operations at anticipated levels within its available other means of finance or by receiving a portion of the revenues
from the 7% TM fee via legislative appropriation, the department may require an additional SGF appropriation in subsequent fiscal years
to maintain regulatory operations.

Furthermore, the LA Dept. of Revenue reports a one-time SGF expense of $26,680 associated with computer progrmming to remove
therapeutic marijuana from the sales tax rolls.

Current law provides that a 7% of gross sales of therapeutic marijuana be retained by the LDAF to defray its costs to regulate production
and sales of TM in Louisiana. These funds would considered self-generated revenue to LDAF. Proposed law diverts the 7% retainage on
gross sales of therapeutic marijuana from the LDAF to the Community and Family Support System Fund, a statutory dedication. The fund
may only be used for the purpose of meeting the needs of persons with developmental disabilities. Furthermore, proposed law allows the
LDAF to receive a portion of these revenues to defray its regulatory costs, subject to appropriation.

While sales of TM are legal pursuant to present law, no sales of TM are currently occurring in Louisiana, therefore no revenue is accruing to
the LDAF to be shifted to the Community and Family Support System Fund. The extent of such revenue in the future is speculative, but
the bill appears to intend to shift the disposition of those future revenues away from LDAF self-generated revenue and to the Community
and Family Support System Fund statutory dedication, as displayed in the table above. Furthermore, loss of revenues associated with
exemption of therapeutic marijuana from state and local sales tax and corporate income tax deductions of ordinary business expenses for
marijuana producers is speculative, as LDR reports that there is no revenue currently being derived from these sources.
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