WEST VIRGINIA

ALCOHOL BEVERAGE CONTROL ADMINISTRATION
FREDRIC L. WOOTON, COMMISSIONER

August 20, 2024

Via EMALL

Grant Martin, Bsq.

MAG Industries

One West Fourth Street
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Pear Mr, Martin:

The WVABCA received your letter and cornments on July 29, 2024, via email, for the Hemp and
Kralom Proposed rule.

In response to your suggestion to add language to Guestion E on the fiscal inpact of the rule, the
WVABCA Commissioner, the WV Agriculture Cormmissioner and the WY Tax Comunissioner have
not set 2 hard percentage of enforcement in regard to the Agriculture’s herp and kratorn permittees,
and further the WVARBCA does not have enough data to state that the enforcement will exactly cost
$325,000 {that number is an eatimate). The WVABCA as administrative officers have jurisdiction via
the WYV Department of Agnculture over their permittees. The rule (See §6.1.) does indicate a
willingness to work with law enforeement and counly prosecutors with respect to business without
permiis, especialiv if they have a WVABCA license. In this instance, no change will be made.

In your 2 and 3™ responee, vou again address the regulation of unpermitted retailers. See response
ahove, no change will be made.

In your 4% response, the list is generated by the WV Department of Agricuiture. The WVABCA does
not have control over the WV Department of Agriculture assembly of the list. Perhaps provide a
comment on WV Department of Agriculture’s rule. No change will be made.

In your § response, the WVABCA s assisting with enforcement of the Hemp and Kratom statutes
and rules, the WV Depariment of Agriculture issucs the permits and handles the administrative side
of permitiees and complaints, and the publicizing of these issues. See WV Department of Agriculturs’s
rile. No change will be muade.

Your & response, the typo will be changed.

I your 7% and 8% responses The WVARCA has not received the training to determine that all hemp
or kratom products are registered. The WVABCA receives g list of chemical components but relies on
the WY Depariment of Agriculture to determine whether products are regisiered or meet registration
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requirements. No change will be made. In the future, this conld be sccomplished with an MOU
between the agencies,
The WY ABCA appreciates vour comments.

sincerely,

- e
¢ T
RA—: %
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Anocp Bhasin
WYV ARCA General Counsel

Cc: Ritchie Heath, Bowles Rice, lobbyist for MAG Industries
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MAG Industries Lid

14 5. Pland Road
Buckhannon, WV 26201
Attn: Legal Department

July 26, 2024

WYV Alcohol Beverage Control Administration
900 Peansylvania Ave., 4th Floor

Charleston, WY 25302

Attn: Anoop Bhasin, Legal Division

Re: In-Btate Manufacturer’s Comments to Hemp & Kratom Proposed Rules
Dear WV Alcohol Beverage Control Administration,

We represent MAG Industries Lid, ("MAG™), which is one of West Virginia’s largest {if
not the largest) manufacturer and distribuior of compliant hemp and kratom products. MAGisa
family-owned and operated company partnered with nearly every major WV -based convenience
and tobacco chain, including Little General, BFS, Smoker Friendly, Gumby’s, and more.

Thanks to West Virginia’s commonsense and business-friendly laws in this industry,
MAG intends to continue to expand its manufacturing operations in the state — creating more
good jobs and tax revenue and providing the highest-quality and safest products to consumerg,

Some of MAG s brands inchude Cloud 88 Delig 8, Wicked THC™ and Element
Kratom™. These are some of the most popular brands in West Virginie, but unfortunately, the
black market — especially at unregistered “pop vp,” or independent, smoke and vape shops —1s
causing a great deal of harm to the responsible WV familyv-owned retailers and manufachirers,

Specifically, many unregistored storss are importing unregistered foreign oy West Coast
products that — most of the time — are unsafe for consumers, noncompliant with THC limits, and
in some cases even uniquely appealing to minors, Moreover, these are generally the same stores
that are evading taxes and selling fo nyinors,

Although the West Virginia Legislature and Department of Agricublure have done an
outstanding job of supporting local businesscs and consumers by establishing the hemp &
kratom regulatory program, enforcement has undeniably heen lacking — 1o the benefit of bad
actors, and to the detriment of good actors.

For example, carlicr this vear, the West Virginia Department of Agriculture announced
that THC-A flower was not able to be registered, due to the depariment’s view that it is unlawful
under statute. However, without proper enforcement, only responsible retailers stopped selling



THC-A, and if romains in independent “soioke shops™ all over the state. As you may know,
THC-A flower is — in reality — the saine as highly-polent marijuana flower.

The result is that registered, compliant WV-rnade hemp producs — lke Cload § and
Wicked — are losing to this new black markel and hurting WV manufactaring and job creation,
Moreover, responsible retailers are losing foot traffic and customers to unscrupulons retatlers
who are blatantly disrespecting authoritics and cheating in an vneven playing feld.

Therefore, T helieve that { speak on behalf of all responsible West Virgnia retail
buginesses, hemp and kratom entreprencurs, and even most consamers when I say that we are
thrilled to have the assistance of the ABCA. Specifically, we are hopefial that vour involvement
will put an end to thiz unfarr, uneven playing feld in an important emerging industry,

We are now respectfully requesting that vou consider our proposed changes to your rules,
which will give the ABCA clearer authority and more effective enforcernent capabilities, without
whibiting the growth of responsible businesses,

This markup, or redline {atiached), was carefully prepared by our lawyers who have years
of hands-on experience in this specific industry. We would be mors than happy to set up a ime
to discuss our proposals and share any information about what is happening in the indusiry.
MAG haz boots on the ground all over the state, and they are all highly-motivated to help yvou do
your job,

We look forward to working with vou

Orant Martin, Eaq.

Co-founder, MAG Industries Lid.
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PROVIDE A BRIEF SUMMARY OF THE SONTENT (3F THE RULE:
With the passage of 38 £7% in 2024, the Legisizture empowansd the WYABCA 1o assist Agrisubture in Hie izl

gnfarcament of hemp sod kratom. This rule addresses the WWARGA's role in the process of hempe and kratom
rasit snforosmeant.

SLIMIAARIZE i A CLEAR AN CONCESE MANNMER QONTENTS OF OHAMES N THE FULE AND A STATEMENT OF
CIRCUMSTANCES REQUIRING THE FRULE:

W the passege of 3B GTD in 2624, the Legislelure empowared the WYABGA w assist Agricuiiure in the mtali
erforcement of hemp snd kreiony, This rufe pddresees the \WYRABCAS e in the process of hemn and kiatom
relal enforcement. Agriculure is administrativaly responsible for tha parmiting and sanctioning of thair
EErMitees,

SUMMARIZE B A CLEAR AN COGROCIEE MAKKER THE OYERALL BECONDMIC BaPACT OF THE PROPGSEDR
FLEE:
A, ECONOMIG MPACT ON REVERNUES OF STATE GOVERNMENT,

SR 878 generaies a F1% lax and greater znfarcement should incrasse revanie 1o the state sn
permitters comply with g law, Agricuiture may have numbers on parmidiess and potestial revenus,

B, ECONOMIC IVMPACT ON SPECIAL REVENUE ACCOUNTS:

3B 878 generates a 11% tax and graater enforcemaent should increass revenue @ the iate as
permittens comply vwith the aw. Agricuilure may have numbers pn germitiers and potential revenue.

€. BECOMOMIC BAPACT OQF T RULE ONTHE STATE OR ITS RESIDENTS:

BE 678 genarates & 11% e and graaler enforcemesnt should inorease revenue in the stale as
permittees comply with the law, Sgricullure may have numbers on permitless and polential revenue.



3. FIBGAL NOTE DETAL:

Eftect of Proposs!

Fisoal Yoar

2024
increasaflecranne
fuzg™.”

2025
- Inersase/Decrease
{Hﬁﬂ“ﬂ“

fiscal Year (Bpon
Full

impiementation)
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£, EXPLANATION OF ABOVE ESTIMATES (INCELUDING LONGRANGE EFFECTR

Please explain inoresses and decreases In porsonal services, curent sxpehses, repsrs ang
alierations, assets, other susls and revenues, inchading assumstions and date sourses and deinestion
batwaan starb-un and ongoing cosis. Pleass 2iso nslude 3 leng-range scheduls of costs and revenues
it fiseal innpact is expactad 1o vary in fulire yoars.

Sk 220 froms £023 passed and creatsd & hemp cannabinoid product 1ax and & keatom tax a1 11%.
That bill crasted revanues from the lax, Tha changes in this bili do nol creste any revenve, 8B 220's
Lt has generaled a guader cfrevanua and sonservative yeary sstmals would be $408,000 ta e
WAABCHA Again, thers 8 nat & full year of data solizcted yel. With more enforcement, hemp and
Rraptom tax revenus could be negotively impacted.

The changes in the Bl that a¥ect WWVABCA would impact oosts of the agoney with rsspect lo
snforgament of sdmivisirative penslties on varioss Deparimvent of Agriculirs hamp and Kratom retai
ficensees.

Licenmse numbers provided Depaniment of Agriculture indinate thas there are 848 hernp retsi
feansos and 2034 kralom relal ivenseas. I s unclesr st this tme i thers 5 soms overlap bebwean thg
hetnp and Kralom icensees or if there gra some stand gione loensess, Fruarther i is not clear if thera is
cveriap with WVABCA licensess as well

HNete, sorg kratom Boansees ars sxpested afler January 1, 2025, whan kralom law Socames
effective.

Bome sesumplions being made, i there » 1000 ssparats licensees. The WYARCA will devedop




goal of 2 percantage of Hoanoses (o visil {warking wilh Agriculbere snd Taux, i that rumber is 58%,
e e WYABCA would vislt 500 rota® lcansoss sither during ragular hour and sama ovartima
hours, AL a B0% coal the soest would Hkelv be approximately B375 000 Agsin, the cosl faslor could
vary based on the salary of ihe agents used and whether during seguber tims or ovartine hours | thiks et sarel ot Boctases wanduaivsly wn viets o Fowneed
worksd by the agenls and uoderage operatives. This i 1 rough estimata 23 the numbsr of agug! rebmilers, with no finds ablosated 82 - antd o apporent
licenages 5 rot wal known at this tme. AL thiz dme, §13 unciear whather addilional ageal posilions stz o - erfarcesiont sgobnat urpiomitud notaiters,
wasld need 1o be requested. This Sscad note doss not acosunt Tor Agricuiture’s or Tax's Hecad impact. { Psther thiea chearng up the rowrkel, we ate cancenied that

wadar fhe taufor,” while dissdveninging bazinzsses that
ki vt the night g by obtaining & pemy

BY CHOCEING YES, | ATTEST THAT THE PREVEIS STATEMENT I TRUE AND CORRECT,

Yeu
Anoop Bhasin - By my sigaaturs, § cortify that fam the persen authorzed io file lagishative sules,
in sepordence with Weet Vieginis Code §2BR3-91 and §388-3.32.
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TITLE 178

LEGRLATIE RULE
ALLDEOL BEVERAQE CRTROL ADMBUSTRATION

125113 Rafinitions.

25, MFial sroduet’ smars 26 defined fn W, Vo Sode 81012512 apd W Va. Lade $19:125:3,
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