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ABOUT MPG CONSULTING

MPG Consulting has conducted corporate advisory and public policy work MPG DOMESTIC CONSULTING EXPERIENCE
in 27 states/territories and multiple global markets. MPG’s experience

and advice is relied upon by some of the top regulatory bodies in the legal
cannabis industry. Some highlights include:

SAMPLE CLIENTS:

Sole independent regulatory advisor for the state of Colorado’s
Marijuana Enforcement Division (MED). A position held since 2014.

Comprehensive legalization work for the Commonwealth of Virginia.

Market sizing and licensing analyst for Health Canada on a national and
provincial level.

Regulatory and tax strategy for Los Angeles County.
Market and policy analysis for COFEPRIS, Mexico’s FDA.

Market and policy analysis for Native American Tribes in four states.

Cofepris| 23>
Bl caneie

A\\ ’g‘opniulting
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Key Findings

Registered Organizations (ROs) can play an important role in providing early retail SUMMARY OF KEY RESULTS

locations and wholesale product to new retailers. _ 2023 2027
MPG Consulting (MPG) was retained by the New York Medical Cannabis Industry Association

(NYMCIA) to estimate the current demand and market size for cannabis products in New York; to Total Market Size $4.6B $5.8B
project potential state excise tax revenue and employment and economic impacts; and to quantify
required cultivation space and retail licenses required to support a new regulated cannabis market. Regulated Market Size $1.2B $4.2B

This report also documents the value and benefits of allowing state-licensed NYMCIA members to

serv_e the adult use market as soon as possible to b.egi_n illicit market capture a.nd fund statewide social Total Economic Impact $2.7B $10.9B
equity, regulatory and other programs. The following is a summary of key findings:

Market size and demand. Total cannabis market size in New York supported by residents, tourists and Total Employment (FTE) 21K 76K
commuters is estimated to be $4.6 billion or 747,000 pounds, of flower equivalent. This includes total

current cannabis demand for adults 21 and older, derived from the National Survey on Drug Use and Excise/Retail Tax Revenue $362M $1.3B
Health (NSDUH), regardless of supply channel. Market size and demand is projected to grow to about

$5.8 billion and 1.2 billion pounds in 2027 assuming prevailing trends. Cultivation Space (Sq. Ft. Canopy) 789K 6.0M
Market capture and absorption. Two key objectives of any cannabis legalization program are to Retail Licenses 350 200
absorb the illicit market for cannabis; and to mitigate the adverse effects of the War on Drugs. Speed

of market capture hinges on the regulated market offering a more affordable, convenient, and safer RO Retail Market Share 9% 4%
product. MPG includes two scenarios in this analysis. The baseline scenario, where New York adopts

practices similar to lllinois, Colorado, Oregon, Arizona and Massachusetts, allowing current medical RO Cultivation/Wholesale Market Share 77% 40%

cannabis providers to immediately serve the market and unlock early revenue benefits to fund social
equity and other regulatory programs. The slow capture scenario requires a slower path to market
capture; additional licensing requirements for current producers; and the prospect of a license auction
for the right to enter the cannabis market. ROs can play an important role in providing 40 early retail
locations and in supplying wholesale product to new retailers.

These results assume inclusion of current medical cannabis
providers, worth up to $984 million in total excise tax revenue and
10,000 FTE jobs per year between 2022 and 2027.
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Under the baseline scenario, New York could capture a $1.2 billion market by The value of including registered organizations. New York has an opportunity to speed
2023 and a $4.2 billion market by 2027, generating between $301 million (Leg.  the absorption of the illicit market and catalyze economic impact, create additional jobs
proposal) and $427 million (Gov. proposal) in excise and retail tax revenue in and generate more tax revenue. Including current medical cannabis producers in the adult
the first two years. If New York elects to slow illicit market absorption through use market early would result in $693 million-$984 million more in tax revenue and about
more complex licensing requirements for current cannabis licensees, the 10,000 more FTE supported per year over 5 years. This important policy is not included in

regulated market would capture about $649 million by 2023 and generate $143-  either the Governor’s or the Legislative proposals.

$203 million in excise and retail taxes by 2023. L. o . .
Early participation allows accelerated illicit market capture directly through 40 retail

Excise and retail tax revenue. There are currently two tax proposals for locations as early as 2022, and through continued wholesale sales in subsequent years.
consideration in this legislative session: A senate proposal for a combined

state and local 22 percent excise tax rate; and a governor's office proposal that The existing retail locations and cultivation and processing space will buoy the industry.

includes a tiered excise and retail tax based in part on product potency. The
governor’s tax proposal carries an effective tax rate between 29.65 percent and Baseline Scenario Slow Capture " :fe;;"l:‘l’u':::
34 percent depending on the product purchased. Under the baseline market
absorption scenario, state and local excise taxes would average between $573  DirectEconomicimpact $13.2B $12.1B 1 $1.1B Rof;:;'x';”gizngnﬂl’:rjifp';‘;”
million (Legislative proposal) and $813 million (Governor’s proposal) per year _
in the first five years of legalization. Revenues would be far less if the state Total Economic Impact $31.7B $24.28 1 57.68 o ot
elects to slow absorption.
Direct FTEs Created 53 185 45 170 t 8 015 RO Inclusion creat_es over 8,000 more

Economic impact and employment. MPG has developed an input output model ' ' ' FTEsin fYS
based on company spending in mature cannabis markets that allows economic i

p y p g Total Jobs Created 76,053 64,593 t 11,460 RO InduSIO‘F:;T?ELS;;:?:\:SLOOO more

impact analysis specific to legalized markets. The model was adapted for use
in New York and applied to the baseline market capture scenario. A regulated ToxRevenue: 'S RO Inclusion generates $1B morein Tax
adult use cannabis market would support about $2.8 billion in total economic Governor Proposal $4.1B $3.18 $1.08 Revenue under the Gov. Proposal
activity and over 20,900 FTE jobs by 2023 and $10.1 billion in total economic ) )
. . . . . TaxRevenue: RO Inclusion generates $780M more in
impact and 76,000 jobs in 2027. These figures include direct and secondary Legislature Proposal $2.98 $2.2B 1 $780M Tax Revenue under the Leg. Proposal
economic activity and employment.
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Early RO Retail Captures lllicit Sales

SCENARIO ANALYSIS OF ADULT USE RETAIL SALES
RO RETAIL MARKET SHARE (PCT.)

$4,207

4.4% F

-$634

$3,573

$2,689

j -$574

Adult Use Market Size (Baseline Scenario, $M)
= RO Sales ($M)
= Non-RO Sales ($M)

Total Benefit ($M)

$208 " :
100% - @ﬂ 4208 Total Adult Use Market Size (Slow Capture Scenario, $M)
2022 2023 2024 2025 2026 2027

Source: MPG Analysis.
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A critical assumption of successful legalization included in the analysis
is that existing medical ROs participate in the adult use market early
on, allowing for operations to commence sooner, providing more retail
outlets and wholesale supply, and driving prices down faster.

This simple policy decision allows capture of the illegal market sooner.

If ROs are allowed into the market early, it can create a lasting impact on
the market through early retail availability and through a more robust
wholesale market, which will drive prices down faster; and capture the
illicit market sooner, while supporting new retailers.

As shown on the left, RO market share is larger earlier on, but then it
becomes a small share as other businesses are licensed, as shown. The
impact on illegal market capture, however, is persistent.

Each year the adult use market is projected to capture a progressively
higher share of the state cannabis market, driving regulated retail sales
from $1.2B in 2023 to $4.2B by 2027.

Allowing ROs that have already invested in cultivation and retail
facilities to access the market will help accelerate the onboarding of new
businesses and customers to the regulated market. The total benefit of
RO inclusion is demonstrated in the numbers called out by brackets. By
seizing on the opportunity to include ROs, New York can achieve $510M
in additional sales in 2023, increasing to $634M in annual sales in
2027. The corresponding tax impacts are substantial.
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RO Wholesale Supports New Retailers

\\

Appropriate supply in the regulated adult use market is critical for

establishing market capture and price competition with the illicit market.

In 2022, RO cultivation dedicated to adult use production will need to
expand to 139,000 square feet of canopy in order to supply projected
demand. RO wholesale operations in the adult use market will be
important as the medical market contracts in the years following
implementation, making medical-only operations less viable.

As more retail licensees begin operations in 2023, RO cultivation can
provide an important source of wholesale supply to new social equity
retail applicants while allowing them to establish their own production
facilities - an expensive and lengthy process, especially for new market
entrants.

As the market matures and new producers enter the market, the total
cultivation space will need to increase to about 6 million square feet in
order to serve the entire market, while RO cultivation levels will peak
at 2.5 million square feet by 2027 (250,000 square feet per licensee),
representing about 40% of all production and wholesale capacity.

Early RO inclusion in production and wholesale activities will bolster
growth and success for the entire industry in the early years, while
allowing other market entrants opportunity for growth and profitability as
the market expands.

MPG
Consulting
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Sources: MPG Analysis.

® Non-RO Canopy (1000s Sq Ft)

5,938
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DISCLAIMER

Information furnished by others, upon which all or portions of this report are based,
is believed to be reliable but has not been independently verified, unless otherwise
expressly indicated.

Public information and industry and statistical data are from sources we deem to be reliable; however,
we make no representation as to the accuracy or completeness of such information. The findings
contained in this report may contain predictions based on current data and historical trends. Any such
predictions are subject to inherent risks and uncertainties. MPG Consulting accepts no responsibility
for the results of future events.

The opinions expressed in this report are valid only for the purpose stated herein and as of the date
of this report. No obligation is assumed to revise this report to reflect changes, events or conditions,
which occur subsequent to the date hereof.

All decisions in connection with the implementation or use of advice or recommendations contained in
this report are the sole responsibility of the client.
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