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Strike all after the enacting clause and insert the following:

SECTION 1. SHORT TITLE.

This Act may be cited as the “Marijuana Opportunity Reinvestment and
Expungement Act” or the “MORE Act”.

SEC. 2. FINDINGS.

The Congress finds as follows:

(1) The communities that have been most harmed by cannabis prohibition are
benefiting the least from the legal marijuana marketplace.

(2) A legacy of racial and ethnic injustices, compounded by the dispropor-
tionate collateral consequences of 80 years of cannabis prohibition enforcement,
now limits participation in the industry.

(3) 37 States, the District of Columbia, Puerto Rico, Guam, and the U.S. Vir-
gin Islands have adopted laws allowing legal access to cannabis, and 15 States,
the District of Columbia, the Commonwealth of the Northern Mariana Islands,
and Guam have adopted laws legalizing cannabis for adult recreational use.

(4) A total of 47 States have reformed their laws pertaining to cannabis de-
spite the Schedule I status of marijuana and its Federal criminalization.

(5) Legal cannabis sales totaled $20,000,000,000 in 2020 and are projected to
reach $40,500,000,000 by 2025.

(6) According to the American Civil Liberties Union (ACLU), enforcing can-
nabis prohibition laws costs taxpayers approximately $3.6 billion a year.

(7) The continued enforcement of cannabis prohibition laws results in over
600,000 arrests annually, disproportionately impacting people of color who are
almost 4 times more likely to be arrested for cannabis possession than their
White counterparts, despite equal rates of use across populations.

(8) People of color have been historically targeted by discriminatory sen-
tencing practices resulting in Black men receiving drug sentences that are 13.1
percent longer than sentences imposed for White men and Latinos being nearly
6.5 times more likely to receive a Federal sentence for cannabis possession than
non-Hispanic Whites.

(9) In 2013, simple cannabis possession was the fourth most common cause
of deportation for any offense and the most common cause of deportation for
drug law violations.

(10) Fewer than one-fifth of cannabis business owners identify as minorities
and only approximately 4 percent are black.

(11) Applicants for cannabis licenses are limited by numerous laws, regula-
tions, and exorbitant permit applications, licensing fees, and costs in these
States, which can require more than $700,000.

(12) Historically disproportionate arrest and conviction rates make it particu-
larly difficult for people of color to enter the legal cannabis marketplace, as
most States bar these individuals from participating.

(13) Federal law severely limits access to loans and capital for cannabis busi-
nesses, disproportionately impacting minority small business owners.

(14) Some States and municipalities have taken proactive steps to mitigate
inequalities in the legal cannabis marketplace and ensure equal participation
in the industry.

SEC. 3. DECRIMINALIZATION OF CANNABIS.

(a) CANNABIS REMOVED FROM SCHEDULE OF CONTROLLED SUBSTANCES.—
(1) REMOVAL IN STATUTE.—Subsection (c) of schedule I of section 202(c) of the
Controlled Substances Act (21 U.S.C. 812) is amended—
(A) by striking “(10) Marihuana.”; and
B) by striking “(17)  Tetrahydrocannabinols, except  for
tetrahydrocannabinols in hemp (as defined under section 297A of the Agri-
cultural Marketing Act of 1946).”.

(2) REMOVAL FROM SCHEDULE.—Not later than 180 days after the date of the
enactment of this Act, the Attorney General shall finalize a rulemaking under
section 201(a)(2) removing marihuana and tetrahydrocannabinols from the
schedules of controlled substances. For the purposes of the Controlled Sub-
stances Act, marihuana and tetrahydrocannabinols shall each be deemed to be
a drug or other substance that does not meet the requirements for inclusion in
any schedule. A rulemaking under this paragraph shall be considered to have
taken effect as of the date of enactment of this Act for purposes of any offense
committed, case pending, conviction entered, and, in the case of a juvenile, any
offense committed, case pending, and adjudication of juvenile delinquency en-
tered before, on, or after the date of enactment of this Act.
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(b) CONFORMING AMENDMENTS TO CONTROLLED SUBSTANCES ACT.—The Controlled
Substances Act (21 U.S.C. 801 et seq.) is amended—
(1) in section 102(44) (21 U.S.C. 802(44)), by striking “marihuana,”;
(2) in section 401(b) (21 U.S.C. 841(b))—
(A) in paragraph (1)—
(i) in subparagraph (A)—
(I) in clause (vi), by inserting “or” after the semicolon;
(II) by striking clause (vii); and
(ITI) by redesignating clause (viii) as clause (vii);
(ii) in subparagraph (B)—
(D) in clause (vi), by inserting “or” after the semicolon;
(II) by striking clause (vii); and
(ITI) by redesignating clause (viii) as clause (vii);
(ii1) in subparagraph (C), in the first sentence, by striking “subpara-
graphs (A), (B), and (D)” and inserting “subparagraphs (A) and (B)”;
(iv) by striking subparagraph (D);
(v) by redesignating subparagraph (E) as subparagraph (D); and
(vi) in subparagraph (D)(i), as so redesignated, by striking “subpara-
graphs (C) and (D)” and inserting “subparagraph (C)”;
(B) by striking paragraph (4); and
(C) by redesignating paragraphs (5), (6), and (7) as paragraphs (4), (5),
and (6), respectively;
(3) in section 402(c)(2)(B) (21 U.S.C. 842(c)(2)(B)), by striking “, marihuana,”;
(4) in section 403(d)(1) (21 U.S.C. 843(d)(1)), by striking “, marihuana,”;
(5) in section 418(a) (21 U.S.C. 859(a)), by striking the last sentence;
(6) in section 419(a) (21 U.S.C. 860(a)), by striking the last sentence;
(7) in section 422(d) (21 U.S.C. 863(d))—
(A) in the matter preceding paragraph (1), by striking “marijuana,”’; and
(B) in paragraph (5), by striking “, such as a marihuana cigarette,”; and
(8) in section 516(d) (21 U.S.C. 886(d)), by striking “section 401(b)(6)” each
place the term appears and inserting “section 401(b)(5)”.
(c) OTHER CONFORMING AMENDMENTS.—
(1) NATIONAL FOREST SYSTEM DRUG CONTROL ACT OF 1986.—The National For-
est System Drug Control Act of 1986 (16 U.S.C. 559b et seq.) is amended—
(A) in section 15002(a) (16 U.S.C. 559b(a)) by striking “marijuana and
other”;
(B) in section 15003(2) (16 U.S.C. 559¢(2)) by striking “marijuana and
other”; and
(C) in section 15004(2) (16 U.S.C. 559d(2)) by striking “marijuana and
other”.
(2) INTERCEPTION OF COMMUNICATIONS.—Section 2516 of title 18, United
States Code, is amended—
(A) in subsection (1)(e), by striking “marihuana,”; and
(B) in subsection (2) by striking “marihuana”.
(3) FMCSA PROVISIONS.—
(A) CONFORMING AMENDMENT.—Section 31301(5) of title 49, United States
Code, is amended by striking “section 31306,” and inserting “sections
31306, 31306a, and subsections (b) and (c) of section 31310,”.
(B) DEFINITION.—Section 31306(a) of title 49, United States Code, is
amended—
(i) by striking “means any substance” and inserting the following:
“means—
“(A) any substance”; and
(ii) by striking the period at the end and inserting “; and
“(B) any substance not covered under subparagraph (A) that was a sub-
stance under such section as of December 1, 2018, and specified by the Sec-
retary of Transportation.”.
(C) DISQUALIFICATIONS.—Section 31310(b) of title 49, United States Code,
is amended by adding at the end the following:
“(3) In this subsection and subsection (c¢), the term ‘controlled substance’ has the
meaning given such term in section 31306(a).”.
(4) FAA PROVISIONS.—Section 45101 of title 49, United States Code, is amend-
ed—
(A) by striking “means any substance” and inserting the following:
“means—
“(A) any substance”; and
(B) by striking the period at the end and inserting “; and
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“(B) any substance not covered under subparagraph (A) that was a sub-
stance under such section as of December 1, 2018, and specified by the Sec-
retary of Transportation.”.

(5) FRA PROVISIONS.—Section 20140(a) of title 49, United States Code, is
amended—

(A) by striking “means any substance” and inserting the following:
“means—

“(A) any substance”; and

(B) by striking the period at the end and inserting “; and

“(B) any substance not covered under subparagraph (A) that was a sub-
stance under such section as of December 1, 2018, and specified by the Sec-
retary of Transportation.”.

(6) FTA PROVISIONS.—Section 5331(a)(1) of title 49, United States Code, is
amended—

(A) by striking “means any substance” and inserting the following:
“means—

“(A) any substance”; and

(B) by striking the period at the end and inserting “; and

“(B) any substance not covered under subparagraph (A) that was a sub-
stance under such section as of December 1, 2018, and whose use the Sec-
retary of Transportation decides has a risk to transportation safety.”.

(d) RETROACTIVITY.—The amendments made by this section to the Controlled Sub-
stances Act (21 U.S.C. 801 et seq.) are retroactive and shall apply to any offense
committed, case pending, conviction entered, and, in the case of a juvenile, any of-
fense committed, case pending, or adjudication of juvenile delinquency entered be-
fore, on, or after the date of enactment of this Act.

(e) EFFECT ON OTHER LAW.—Nothing in this subtitle shall affect or modify—

(1) the Federal Food, Drug, and Cosmetic Act (21 U.S.C. 301 et seq.);

(2) section 351 of the Public Health Service Act (42 U.S.C. 262); or

(3) the authority of the Commissioner of Food and Drugs and the Secretary
of Health and Human Services—

(A) under—

(i) the Federal Food, Drug, and Cosmetic Act (21 U.S. 301 et seq.);
or
(ii) section 351 of the Public Health Service Act (42 U.S.C. 262); or

(B) to promulgate Federal regulations and guidelines that relate to prod-
ucts containing cannabis or cannabis-derived compounds under the Act de-
scribed in subparagraph (A)i) or the section described in subparagraph
(A)(ii).

(f) PuBLiCc MEETINGS.—Not later than one year after the date of enactment of this
Act, the Secretary of Health and Human Services, acting through the Commissioner
of Food and Drugs, shall hold not less than one public meeting to address the regu-
lation, safety, manufacturing, product quality, marketing, labeling, and sale of prod-
ucts containing cannabis or cannabis-derived compounds.

(g) SPECIAL RULE FOR FEDERAL EMPLOYEE TESTING.—Section 503 of the Supple-
mental Appropriations Act, 1987 (5 U.S.C. 7301 note) is amended by adding at the
end the following:

“(h) MARIJUANA.—

“(1) CONTINUED TESTING.—Notwithstanding the Marijuana Opportunity Rein-
vestment and Expungement Act and the amendments made thereby, the Sec-
retary of Health and Human Services may continue to include marijuana for
purposes of drug testing of Federal employees subject to this section, Executive
Order 12564, or other applicable Federal laws and orders.

“(2) DEFINITION.—The term ‘marijuana’ has the meaning given to the term
‘marihuana’ in section 102 of the Controlled Substances Act (21 6 U.S.C. 802)
on the day before the date of enactment of the Marijuana Opportunity Reinvest-
ment and Expungement Act.”.

(h) SPECIAL RULE FOR CERTAIN REGULATIONS.—

(1) IN GENERAL.—The amendments made by this section may not be construed
to abridge the authority of the Secretary of Transportation, or the Secretary of
the department in which the Coast Guard is operating, to regulate and screen
for the use of a controlled substance.

(2) CONTROLLED SUBSTANCE DEFINED.—In this subsection, the term “con-
trolled substance” means—

(A) any substance covered under section 102 of the Controlled Substances
Act (21 U.S.C. 802) on the day before the date of enactment of this Act; and

(B) any substance not covered under subparagraph (A) that was a sub-
stance covered under section 102 of the Controlled Substances Act (21
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U.S.C. 802) on December 1, 2018, and specified by the Secretary of Trans-
portation.

SEC. 4. DEMOGRAPHIC DATA OF CANNABIS BUSINESS OWNERS AND EMPLOYEES.

(a) IN GENERAL.—The Bureau of Labor Statistics shall regularly compile, main-
tain, and make public data on the demographics of—

(1) individuals who are business owners in the cannabis industry; and

(2) individuals who are employed in the cannabis industry.

(b) DEMOGRAPHIC DATA.—The data collected under subsection (a) shall include
data regarding—

(1) age;

(2) certifications and licenses;

(3) disability status;

(4) educational attainment;

(5) family and marital status;

(6) nativity;

(7) race and Hispanic ethnicity;

(8) school enrollment;

(9) veteran status; and

(10) sex.

(c) CONFIDENTIALITY.—The name, address, and other identifying information of in-
dividuals employed in the cannabis industry shall be kept confidential by the Bu-
reau and not be made available to the public.

(d) DEFINITIONS.—In this section:

(1) CaNNABIS.—The term “cannabis” means either marijuana or cannabis as
defined under the State law authorizing the sale or use of cannabis in which
the individual or entity is located.

(2) CANNABIS INDUSTRY.—The term “cannabis industry” means an individual
or entity that is licensed or permitted under a State or local law to engage in
commercial cannabis-related activity.

(3) OWNER.—The term “owner” means an individual or entity that is defined
as an owner under the State or local law where the individual or business is
licensed or permitted.

SEC. 5. CREATION OF OPPORTUNITY TRUST FUND AND IMPOSITION OF TAXES WITH RESPECT
TO CANNABIS PRODUCTS.

(a) ESTABLISHMENT OF TRUST FUND.—Subchapter A of chapter 98 of the Internal

Revenue Code of 1986 is amended by adding at the end the following new section:

“SEC. 9512. ESTABLISHMENT OF OPPORTUNITY TRUST FUND.

“(a) CREATION OF TRUST FUND.—There is established in the Treasury of the
United States a trust fund to be known as the ‘Opportunity Trust Fund’ (referred
to in this section as the ‘Trust Fund’), consisting of such amounts as may be appro-
priated or credited to such fund as provided in this section or section 9602(b).

“(b) TRANSFERS TO TRUST FUND.—There are hereby appropriated to the Trust
Fund amounts equivalent to the net revenues received in the Treasury from the
taxes imposed under chapter 56.

“(c) EXPENDITURES.—Amounts in the Trust Fund shall be available, without fur-
ther appropriation, only as follows:

“(1) 50 percent to the Attorney General to carry out section 3052(a) of part
0O of the Omnibus Crime Control and Safe Streets Act of 1968.

“(2) 10 percent to the Attorney General to carry out section 3052(b) of part
0O of the Omnibus Crime Control and Safe Streets Act of 1968.

“(3) 20 percent to the Administrator of the Small Business Administration to
carry out section 6(b)(1) of the Marijuana Opportunity Reinvestment and
Expungement Act.

“(4) 20 percent to the Administrator of the Small Business Administration to
carry out section 6(b)(2) of the Marijuana Opportunity Reinvestment and
Expungement Act.”.

(b) CANNABIS REVENUE AND REGULATION AcCT.—Subtitle E of the Internal Rev-
enue Code of 1986 is amended by adding at the end the following new chapter:
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“CHAPTER 56—CANNABIS PRODUCTS

“SUBCHAPTER A. TAX ON CANNABIS PRODUCTS
“SUBCHAPTER B. OCCUPATIONAL TAX
“SUBCHAPTER C. BOND AND PERMITS

“SUBCHAPTER D. OPERATIONS

“SUBCHAPTER E. PENALTIES

“Subchapter A—Tax on Cannabis Products

“Sec. 5901. Imposition of tax.

“Sec. 5902. Definitions.

“Sec. 5903. Liability and method of payment.
“Sec. 5904. Exemption from tax; transfers in bond.
“Sec. 5905. Credit, refund, or drawback of tax.

“SEC. 5901. IMPOSITION OF TAX.

“(a) IMPOSITION OF TAX.—There is hereby imposed on any cannabis product pro-
duced in or imported into the United States a tax equal to—

“(1) for any such product removed during the first 5 calendar years ending
after the date on which this chapter becomes effective, the applicable percent-
age of such product’s removal price, and

“(2) for any product removed during any calendar year after the calendar
years described in paragraph (1), the applicable equivalent amount.

“(b) APPLICABLE PERCENTAGE.—For purposes of subsection (a)(1), the applicable
percentage shall be determined as follows:

“(1) For any cannabis product removed during the first 2 calendar years end-
ing after the date on which this chapter becomes effective, 5 percent.

“(2) For any cannabis product removed during the calendar year after the last
calendar year to which paragraph (1) applies, 6 percent.

“(3) For any cannabis product removed during the calendar year after the cal-
endar year to which paragraph (2) applies, 7 percent.

“(4) For any cannabis product removed during the calendar year after the cal-
endar year to which paragraph (3) applies, 8 percent.

“(c) APPLICABLE EQUIVALENT AMOUNT.—

“(1) IN GENERAL.—For purposes of subsection (a)(2), the term ‘applicable
equivalent amount’ means, with respect to any cannabis product removed dur-
ing any calendar year, an amount equal to—

“(A) in the case of any cannabis product not described in subparagraph
(B), the product of the applicable rate per ounce multiplied by the number
of ounces of such product (and a proportionate tax at the like rate on all
fractional parts of an ounce of such product), and

“(B) in the case of any THC-measurable cannabis product, the product of
the applicable rate per gram multiplied by the number of grams of
tetrahydrocannabinol in such product (and a proportionate tax at the like
ratc)a on all fractional parts of a gram of tetrahydrocannabinol in such prod-
uct).

“(2) APPLICABLE RATES.—

“(A) IN GENERAL.—For purposes of paragraph (1)(A), the term ‘applicable
rate per ounce’ means, with respect to any cannabis product removed dur-
ing any calendar year, 8 percent of the prevailing sales price of cannabis
flowers sold in the United States during the 12-month period ending one
calendar quarter before such calendar year, expressed on a per ounce basis,
as determined by the Secretary.

“(B) THC-MEASURABLE CANNABIS PRODUCTS.—For purposes of paragraph
(1)(B), the term ‘applicable rate per gram’ means, with respect to any can-
nabis product removed during any calendar year, 8 percent of the pre-
vailing sales price of tetrahydrocannabinol sold in the United States during
the 12-month period ending one calendar quarter before such calendar year,
expressed on a per gram basis, as determined by the Secretary.

“(d) TIME OF ATTACHMENT ON CANNABIS PRODUCTS.—The tax under this section
shall attach to any cannabis product as soon as such product is in existence as such,
whether it be subsequently separated or transferred into any other substance, either
in the process of original production or by any subsequent process.

“SEC. 5902. DEFINITIONS.

“(a) DEFINITIONS RELATED TO CANNABIS PrRODUCTS.—For purposes of this chap-
ter—
“(1) CANNABIS PRODUCT.—
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“(A) IN GENERAL.—Except as provided in subparagraph (B), the term ‘can-
nabis product’ means any article which contains (or consists of) cannabis.

“(B) EXCEPTIONS.—The term ‘cannabis product’ shall not include an FDA-
approved article or industrial hemp.

“(C) FDA-APPROVED ARTICLE.—The term ‘FDA-approved article’ means
any article if the producer or importer thereof demonstrates to the satisfac-
tion of (tl)le %ecretary of Health and Human Services that such article is—

“{) a drug—

“I) that is approved under section 505 of the Federal Food,
Drug, and Cosmetic Act or licensed under section 351 of the Public
Health Service Act, or

“(II) for which an investigational use exemption has been author-
ized under section 505(i) of the Federal Food, Drug, and Cosmetic
Act or under section 351(a) of the Public Health Service Act, or

“(i1) a combination product (as described in section 503(g) of the Fed-
eral Food, Drug, and Cosmetic Act), the constituent parts of which were
approved or cleared under section 505, 510(k), or 515 of such Act.

“(D) INDUSTRIAL HEMP.—The term °‘industrial hemp’ means the plant
Cannabis sativa L. and any part of such plant, whether growing or not,
with a delta-9 tetrahydrocannabinol concentration of not more than 0.3 per-
cent on a dry weight basis.

“(2) THC-MEASURABLE CANNABIS PRODUCT.—The term ‘THC-measurable can-
nabis product’ means any cannabis product—

“(A) with respect to which the Secretary has made a determination that
the amount of tetrahydrocannabinol in such product can be measured with
a high degree of accuracy, or

“B) which is not cannabis flower and the concentration of
tetrahydrocannabinol in which is significantly higher than the average such
concentration in cannabis flower.

“(3) CANNABIS.—The term ‘cannabis’ has the meaning given such term under
section 102(16) of the Controlled Substances Act (21 U.S.C. 802(16)).
“(b) DEFINITIONS RELATED TO CANNABIS ENTERPRISES.—For purposes of this chap-

ter—

“(1) CANNABIS ENTERPRISE.—The term ‘cannabis enterprise’ means a pro-
ducer, importer, or export warehouse proprietor.

“(2) PRODUCER.—

“(A) IN GENERAL.—The term ‘producer’ means any person who plants, cul-
tivates, harvests, grows, manufactures, produces, compounds, converts,
processes, prepares, or packages any cannabis product.

“(B) PERSONAL USE EXCEPTION.—Subject to regulation prescribed by the
Secretary, the term ‘producer’ shall not include any individual otherwise de-
scribed in subparagraph (A) if the only cannabis product described in such
subparagraph with respect to such individual is for personal or family use
and not for sale.

“(3) IMPORTER.—The term ‘importer’ means any person who—

“(A) is in the United States and to whom non-tax-paid cannabis products,
produced in a foreign country or a possession of the United States, are
shipped or consigned,

“(B) removes cannabis products for sale or consumption in the United
States from a customs bonded warehouse, or

“(C) smuggles or otherwise unlawfully brings any cannabis product into
the United States.

“(4) EXPORT WAREHOUSE PROPRIETOR.—

“(A) IN GENERAL.—The term ‘export warehouse proprietor’ means any
person who operates an export warehouse.

“(B) EXPORT WAREHOUSE.—The term ‘export warehouse’ means a bonded
internal revenue warehouse for the storage of cannabis products, upon
which the internal revenue tax has not been paid—

“@{d) for subsequent shipment to a foreign country or a possession of
the United States, or

“(i1) for consumption beyond the jurisdiction of the internal revenue
laws of the United States.

“(5) CANNABIS PRODUCTION FACILITY.—The term ‘cannabis production facility’
means an establishment which is qualified under subchapter C to perform any
operation for which such qualification is required under such subchapter.

“(c) OTHER DEFINITIONS.—For purposes of this chapter—

“(1) PRODUCE.—The term ‘produce’ includes any activity described in sub-
section (b)(2)(A).

“(2) REMOVAL; REMOVE.—The terms ‘removal’ or ‘remove’ means—
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“(A) the transfer of cannabis products from the premises of a producer (or
the transfer of such products from the bonded premises of a producer to a
non-bonded premises of such producer),

“(B) release of such products from customs custody, or

“(C) smuggling or other unlawful importation of such products into the
United States.

“(3) REMOVAL PRICE.—The term ‘removal price’ means—

“(A) except as otherwise provided in this paragraph, the price for which
the cannabis product is sold in the sale which occurs in connection with the
removal of such product,

“(B) in the case of any such sale which is described in section 5903(c),
the price determined under such section, and

“(C) if there is no sale which occurs in connection with such removal, the
price which would be determined under section 5903(c) if such product were
sold at a price which cannot be determined.

“SEC. 5903. LIABILITY AND METHOD OF PAYMENT.

“(a) LIABILITY FOR TAX.—
“(1) ORIGINAL LIABILITY.—The producer or importer of any cannabis product
shall be liable for the taxes imposed thereon by section 5901.
“(2) TRANSFER OF LIABILITY.—

“(A) IN GENERAL.—When cannabis products are transferred, without pay-
ment of tax, pursuant to subsection (b) or (c) of section 5904—

“(i) except as provided in clause (ii), the transferee shall become lia-
ble for the tax upon receipt by the transferee of such articles, and the
transferor shall thereupon be relieved of their liability for such tax, and

“(i1) in the case of cannabis products which are released in bond from
customs custody for transfer to the bonded premises of a producer, the
transferee shall become liable for the tax on such articles upon release
from customs custody, and the importer shall thereupon be relieved of
their liability for such tax.

“(B) RETURNED TO BOND.—AIlI provisions of this chapter applicable to can-
nabis products in bond shall be applicable to such articles returned to bond
upon withdrawal from the market or returned to bond after previous re-
moval for a tax-exempt purpose.

“(b) METHOD OF PAYMENT OF TAX.—
“(1) IN GENERAL.—

“(A) TAXES PAID ON BASIS OF RETURN.—The taxes imposed by section 5901
shall be paid on the basis of return. The Secretary shall, by regulations,
prescribe the period or the event to be covered by such return and the infor-
mation to be furnished on such return.

“(B) APPLICATION TO TRANSFEREES.—In the case of any transfer to which
subsection (a)(2)(A) applies, the tax under section 5901 on the transferee
shall (if not otherwise relieved by reason of a subsequent transfer to which
such subsection applies) be imposed with respect to the removal of the can-
nabis product from the bonded premises of the transferee.

“(C) POSTPONEMENT.—Any postponement under this subsection of the
payment of taxes determined at the time of removal shall be conditioned
upon the filing of such additional bonds, and upon compliance with such re-
quirements, as the Secretary may prescribe for the protection of the rev-
enue. The Secretary may, by regulations, require payment of tax on the
basis of a return prior to removal of the cannabis products where a person
defaults in the postponed payment of tax on the basis of a return under this
subsection or regulations prescribed thereunder.

“(D) ADMINISTRATION AND PENALTIES.—AIll administrative and penalty
provisions of this title, insofar as applicable, shall apply to any tax imposed
by section 5901.

“(2) TIME FOR PAYMENT OF TAXES.—

“(A) IN GENERAL.—Except as otherwise provided in this paragraph, in the
case of taxes on cannabis products removed during any semimonthly period
under bond for deferred payment of tax, the last day for payment of such
taxes shall be the 14th day after the last day of such semimonthly period.

“(B) IMPORTED ARTICLES.—In the case of cannabis products which are im-
ported into the United States, the following provisions shall apply:

“{d) IN GENERAL.—The last day for payment of tax shall be the 14th
day after the last day of the semimonthly period during which the arti-
cle is entered into the customs territory of the United States.

“(i1) SPECIAL RULE FOR ENTRY OF WAREHOUSING.—Except as provided
in clause (iv), in the case of an entry for warehousing, the last day for
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payment of tax shall not be later than the 14th day after the last day
of the semimonthly period during which the article is removed from the
first such warehouse.

“(iii) FOREIGN TRADE ZONES.—Except as provided in clause (iv) and
in regulations prescribed by the Secretary, articles brought into a for-
eign trade zone shall, notwithstanding any other provision of law, be
treated for purposes of this subsection as if such zone were a single cus-
toms warehouse.

“(iv) EXCEPTION FOR ARTICLES DESTINED FOR EXPORT.—Clauses (ii)
and (iii) shall not apply to any article which is shown to the satisfaction
of the Secretary to be destined for export.

“(C) CANNABIS PRODUCTS BROUGHT INTO THE UNITED STATES FROM PUERTO
RICO.—In the case of cannabis products which are brought into the United
States from Puerto Rico and subject to tax under section 7652, the last day
for payment of tax shall be the 14th day after the last day of the semi-
monthly period during which the article is brought into the United States.

“(D) SPECIAL RULE WHERE DUE DATE FALLS ON SATURDAY, SUNDAY, OR
HOLIDAY.—Notwithstanding section 7503, if, but for this subparagraph, the
due date under this paragraph would fall on a Saturday, Sunday, or a legal
holiday (as defined in section 7503), such due date shall be the immediately
preceding day which is not a Saturday, Sunday, or such a holiday.

“(E) SPECIAL RULE FOR UNLAWFULLY PRODUCED CANNABIS PRODUCTS.—In
the case of any cannabis products produced in the United States at any
place other than the premises of a producer that has filed the bond and ob-
tained the permit required under this chapter, tax shall be due and payable
immediately upon production.

“(3) PAYMENT BY ELECTRONIC FUND TRANSFER.—Any person who in any 12-
month period, ending December 31, was liable for a gross amount equal to or
exceeding $5,000,000 in taxes imposed on cannabis products by section 5901 (or
section 7652) shall pay such taxes during the succeeding calendar year by elec-
tronic fund transfer (as defined in section 5061(e)(2)) to a Federal Reserve
Bank. Rules similar to the rules of section 5061(e)(3) shall apply to the
$5,000,000 amount specified in the preceding sentence.

“(c) DETERMINATION OF PRICE.—

“(1) CONSTRUCTIVE SALE PRICE.—

“(A) IN GENERAL.—If an article is sold directly to consumers, sold on con-
signment, or sold (otherwise than through an arm’s length transaction) at
less than the fair market price, or if the price for which the article sold can-
not be determined, the tax under section 5901(a) shall be computed on the
price for which such articles are sold, in the ordinary course of trade, by
producers thereof, as determined by the Secretary.

“(B) ARM’S LENGTH.—

“(i) IN GENERAL.—For purposes of this section, a sale is considered to
be made under circumstances otherwise than at arm’s length if—

“I) the parties are members of the same controlled group,
whether or not such control is actually exercised to influence the
sale price,

“(II) the parties are members of a family, as defined in section
267(c)(4), or

“(IIT) the sale is made pursuant to special arrangements between
a producer and a purchaser.

“(i1) CONTROLLED GROUPS.—

“I) IN GENERAL.—The term ‘controlled group’ has the meaning
given to such term by subsection (a) of section 1563, except that
‘more than 50 percent’ shall be substituted for ‘at least 80 percent’
each place it appears in such subsection.

“(II) CONTROLLED GROUPS WHICH INCLUDE NONINCORPORATED
PERSONS.—Under regulations prescribed by the Secretary, prin-
ciples similar to the principles of subclause (I) shall apply to a
group of persons under common control where one or more of such
persons is not a corporation.

“(2) CONTAINERS, PACKING AND TRANSPORTATION CHARGES.—In determining,
for the purposes of this chapter, the price for which an article is sold, there
shall be included any charge for coverings and containers of whatever nature,
and any charge incident to placing the article in condition packed ready for
shipment, but there shall be excluded the amount of tax imposed by this chap-
ter, whether or not stated as a separate charge. A transportation, delivery, in-
surance, installation, or other charge (not required by the preceding sentence
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to be included) shall be excluded from the price only if the amount thereof is
established to the satisfaction of the Secretary in accordance with regulations.

“(3) DETERMINATION OF APPLICABLE EQUIVALENT AMOUNTS.—Paragraphs (1)
and (2) shall apply for purposes of section 5901(c) only to the extent that the
Secretary determines appropriate.

“(d) PARTIAL PAYMENTS AND INSTALLMENT ACCOUNTS.—

“(1) PARTIAL PAYMENTS.—In the case of—

“(A) a contract for the sale of an article wherein it is provided that the
price shall be paid by installments and title to the article sold does not pass
until a future date notwithstanding partial payment by installments,

“(B) a conditional sale, or

“(C) a chattel mortgage arrangement wherein it is provided that the sales
price shall be paid in installments,

there shall be paid upon each payment with respect to the article a percentage
of such payment equal to the rate of tax in effect on the date such payment
is due.

“(2) SALES OF INSTALLMENT ACCOUNTS.—If installment accounts, with respect
to payments on which tax is being computed as provided in paragraph (1), are
sold or otherwise disposed of, then paragraph (1) shall not apply with respect
to any subsequent payments on such accounts (other than subsequent payments
on returned accounts with respect to which credit or refund is allowable by rea-
son of section 6416(b)(5)), but instead—

“(A) there shall be paid an amount equal to the difference between—

“(i) the tax previously paid on the payments on such installment ac-
counts, and

“(i1) the total tax which would be payable if such installment ac-
counts had not been sold or otherwise disposed of (computed as pro-
vided in paragraph (1)), except that

“(B) if any such sale is pursuant to the order of, or subject to the approval
of, a court of competent jurisdiction in a bankruptcy or insolvency pro-
ceeding, the amount computed under subparagraph (A) shall not exceed the
sum of the amounts computed by multiplying—

“(i) the proportionate share of the amount for which such accounts
are sold which is allocable to each unpaid installment payment, by
“(i1) the rate of tax under this chapter in effect on the date such un-
paid installment payment is or was due.
The sum of the amounts payable under this subsection in respect of the sale
of any article shall not exceed the total tax.

“SEC. 5904. EXEMPTION FROM TAX; TRANSFERS IN BOND.

“(a) EXEMPTION FROM TAX.—Cannabis products on which the internal revenue tax
has not been paid or determined may, subject to such regulations as the Secretary
shall prescribe, be withdrawn from the bonded premises of any producer in ap-
proved containers free of tax and not for resale for use—

“(1) exclusively in scientific research by a laboratory,

“(2) by a proprietor of a cannabis production facility in research, development,
or testing (other than consumer testing or other market analysis) of processes,
systems, materials, or equipment, relating to cannabis or cannabis operations,
under such limitations and conditions as to quantities, use, and accountability
as the Secretary may by regulations require for the protection of the revenue,

or

“(3) by the United States or any governmental agency thereof, any State, any
political subdivision of a State, or the District of Columbia, for nonconsumption
purposes.

“(b) CANNABIS PrRODUCTS TRANSFERRED OR REMOVED IN BOND FROM DOMESTIC
FACTORIES AND EXPORT WAREHOUSES.—

“(1) IN GENERAL.—Subject to such regulations and under such bonds as the
Secretary shall prescribe, a producer or export warehouse proprietor may trans-
fer cannabis products, without payment of tax, to the bonded premises of an-
other producer or export warehouse proprietor, or remove such articles, without
payment of tax, for shipment to a foreign country or a possession of the United
States, or for consumption beyond the jurisdiction of the internal revenue laws
of the United States.

“(2) LABELING.—Cannabis products may not be transferred or removed under
this subsection unless such products bear such marks, labels, or notices as the
Secretary shall by regulations prescribe.

“(c) CANNABIS ProDUCTS RELEASED IN BOND FrROM CuUSTOMS CUSTODY.—Cannabis
products imported or brought into the United States may be released from customs
custody, without payment of tax, for delivery to a producer or export warehouse pro-
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prietor if such articles are not put up in packages, in accordance with such regula-
tions and under such bond as the Secretary shall prescribe.

“(d) CaANNABIS ProDUCTS EXPORTED AND RETURNED.—Cannabis products classifi-
able under item 9801.00.10 of the Harmonized Tariff Schedule of the United States
(relating to duty on certain articles previously exported and returned), as in effect
on the date of the enactment of the Marijuana Opportunity Reinvestment and
Expungement Act, may be released from customs custody, without payment of that
part of the duty attributable to the internal revenue tax for delivery to the original
producer of such cannabis products or to the export warehouse proprietor authorized
by such producer to receive such products, in accordance with such regulations and
under such bond as the Secretary shall prescribe. Upon such release such products
shall be subject to this chapter as if they had not been exported or otherwise re-
moved from internal revenue bond.

“SEC. 5905. CREDIT, REFUND, OR DRAWBACK OF TAX.

“(a) CREDIT OR REFUND.—

“(1) IN GENERAL.—Credit or refund of any tax imposed by this chapter or sec-
tion 7652 shall be allowed or made (without interest) to the cannabis enterprise
on proof satisfactory to the Secretary that the claimant cannabis enterprise has
paid the tax on—

“(A) cannabis products withdrawn from the market by the claimant, or

“(B) such products lost (otherwise than by theft) or destroyed, by fire, cas-
ualty, or act of God, while in the possession or ownership of the claimant.

“(2) CANNABIS PRODUCTS LOST OR DESTROYED IN BOND.—

“(A) EXTENT OF LOSS ALLOWANCE.—No tax shall be collected in respect of
cannabis products lost or destroyed while in bond, except that such tax
shall be collected—

“(i) in the case of loss by theft, unless the Secretary finds that the
theft occurred without connivance, collusion, fraud, or negligence on the
part of the proprietor of the cannabis production facility, owner, con-
signor, consignee, bailee, or carrier, or their employees or agents,

“(i1) in the case of voluntary destruction, unless such destruction is
carried out as provided in paragraph (3), and

“(iii) in the case of an unexplained shortage of cannabis products.

“(B) PROOF OF LOSS.—In any case in which cannabis products are lost or
destroyed, whether by theft or otherwise, the Secretary may require the
proprietor of a cannabis production facility or other person liable for the tax
to file a claim for relief from the tax and submit proof as to the cause of
such loss. In every case where it appears that the loss was by theft, the
burden shall be upon the proprietor of the cannabis production facility or
other person responsible for the tax under section 5901 to establish to the
satisfaction of the Secretary that such loss did not occur as the result of
connivance, collusion, fraud, or negligence on the part of the proprietor of
the cannabis production facility, owner, consignor, consignee, bailee, or car-
rier, or their employees or agents.

“(C) REFUND OF TAX.—In any case where the tax would not be collectible
by virtue of subparagraph (A), but such tax has been paid, the Secretary
shall refund such tax.

“(D) LIMITATIONS.—Except as provided in subparagraph (E), no tax shall
be abated, remitted, credited, or refunded under this paragraph where the
loss occurred after the tax was determined. The abatement, remission, cred-
it, or refund of taxes provided for by subparagraphs (A) and (C) in the case
of loss of cannabis products by theft shall only be allowed to the extent that
the claimant is not indemnified against or recompensed in respect of the
tax for such loss.

“(E) APPLICABILITY.—The provisions of this paragraph shall extend to and
apply in respect of cannabis products lost after the tax was determined and
before completion of the physical removal of the cannabis products from the
bonded premises.

“(3) VOLUNTARY DESTRUCTION.—The proprietor of a cannabis production facil-
ity or other persons liable for the tax imposed by this chapter or by section 7652
with respect to any cannabis product in bond may voluntarily destroy such
products, but only if such destruction is under such supervision and under such
regulations as the Secretary may prescribe.

“(4) LIMITATION.—Any claim for credit or refund of tax under this subsection
shall be filed within 6 months after the date of the withdrawal from the market,
loss, or destruction of the products to which the claim relates, and shall be in
such form and contain such information as the Secretary shall by regulations
prescribe.
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“(b) DRAWBACK OF TAX.—There shall be an allowance of drawback of tax paid on
cannabis products, when shipped from the United States, in accordance with such
regulations and upon the filing of such bond as the Secretary shall prescribe.

“Subchapter B—Occupational Tax

“Sec. 5911. Imposition and rate of tax.

“Sec. 5912. Payment of tax.

“Sec. 5913. Provisions relating to liability for occupational taxes.
“Sec. 5914. Application to State laws.

“SEC. 5911. IMPOSITION AND RATE OF TAX.

“(a) IN GENERAL.—Any person engaged in business as a producer or an export
warehouse proprietor shall pay a tax of $1,000 per year (referred to in this sub-
chapter as an ‘occupational tax’) in respect of each premises at which such business
is carried on.

“(b) PENALTY FOR FAILURE TO REGISTER.—Any person engaged in business as a
producer or an export warehouse proprietor who willfully fails to pay the occupation
tax shall be fined not more than $5,000, or imprisoned not more than 2 years, or
both, for each such offense.

“SEC. 5912. PAYMENT OF TAX.

“(a) CONDITION PRECEDENT TO CARRYING ON BUSINESS.—No person shall be en-
gaged in or carry on any trade or business subject to the occupational tax until such
person has paid such tax.

“(b) COMPUTATION.—

“(1) IN GENERAL.—The occupational tax shall be imposed—

“(A) as of on the first day of July in each year, or
“(B) on commencing any trade or business on which such tax is imposed.

“(2) PERIOD.—In the case of a tax imposed under subparagraph (A) of para-
graph (1), the occupational tax shall be reckoned for 1 year, and in the case of
subparagraph (B) of such paragraph, it shall be reckoned proportionately, from
the first day of the month in which the liability to such tax commenced, to and
including the 30th day of June following.

“(c) METHOD OF PAYMENT.—

“(1) PAYMENT BY RETURN.—The occupational tax shall be paid on the basis
of a return under such regulations as the Secretary shall prescribe.

“(2) STAMP DENOTING PAYMENT OF TAX.—After receiving a properly executed
return and remittance of any occupational tax, the Secretary shall issue to the
taxpayer an appropriate stamp as a receipt denoting payment of the tax. This
para%raph shall not apply in the case of a return covering liability for a past
period.

“SEC. 5913. PROVISIONS RELATING TO LIABILITY FOR OCCUPATIONAL TAXES.

“(a) PARTNERS.—Any number of persons doing business in partnership at any one
place shall be required to pay a single occupational tax.

“(b) DIFFERENT BUSINESSES OF SAME OWNERSHIP AND LOCATION.—Whenever more
than one of the pursuits or occupations described in this subchapter are carried on
in the same place by the same person at the same time, except as otherwise pro-
vided in this subchapter, the occupational tax shall be paid for each according to
the rates severally prescribed.

“(c) BUSINESSES IN MORE THAN ONE LOCATION.—

“(1) LIABILITY FOR TAX.—The payment of the occupational tax shall not ex-
empt from an additional occupational tax the person carrying on a trade or
business in any other place than that stated in the records of the Internal Rev-
enue Service.

“(2) STORAGE.—Nothing contained in paragraph (1) shall require imposition
of an occupational tax for the storage of cannabis products at a location other
than the place where such products are sold or offered for sale.

“(3) PLACE.—

“(A) IN GENERAL.—For purposes of this section, the term ‘place’ means
the entire office, plant or area of the business in any one location under
the same proprietorship.

“(B) DivisioNs.—For purposes of this paragraph, any passageways,
streets, highways, rail crossings, waterways, or partitions dividing the
premises shall not be deemed sufficient separation to require an additional
occupational tax, if the various divisions are otherwise contiguous.

“(d) DEATH OR CHANGE OF LOCATION.—

“(1) IN GENERAL.—In addition to the person who has paid the occupational tax
for the carrying on of any business at any place, any person described in para-
graph (2) may secure the right to carry on, without incurring any additional oc-
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cupational tax, the same business at the same place for the remainder of the
taxable period for which the occupational tax was paid.
| “(2) ELIGIBLE PERSONS.—The persons described in this paragraph are the fol-
owing:
“(A) The surviving spouse or child, or executor or administrator or other
legal representative, of a deceased taxpayer.
“B) A husband or wife succeeding to the business of his or her living
spouse.
“(C) A receiver or trustee in bankruptcy, or an assignee for benefit of
creditors.
“(D) The partner or partners remaining after death or withdrawal of a
member of a partnership.

“(3) CHANGE OF LOCATION.—When any person moves to any place other than
the place for which occupational tax was paid for the carrying on of any busi-
ness, such person may secure the right to carry on, without incurring additional
occupational tax, the same business at the new location for the remainder of
the taxable period for which the occupational tax was paid. To secure the right
to carry on the business without incurring additional occupational tax, the suc-
cessor, or the person relocating their business, must register the succession or
relocation with the Secretary in accordance with regulations prescribed by the
Secretary.

“(e) FEDERAL AGENCIES OR INSTRUMENTALITIES.—Any tax imposed by this sub-
chapter shall apply to any agency or instrumentality of the United States unless
such agency or instrumentality is granted by statute a specific exemption from such
tax.

“SEC. 5914. APPLICATION TO STATE LAWS.

“The payment of any tax imposed by this subchapter for carrying on any trade
or business shall not be held to—

“(1) exempt any person from any penalty or punishment provided by the laws
of any State for carrying on such trade or business within such State, or in any
manner to authorize the commencement or continuance of such trade or busi-
ness contrary to the laws of such State or in places prohibited by municipal law,
or

“(2) prohibit any State from placing a duty or tax on the same trade or busi-
ness, for State or other purposes.

“Subchapter C—Bond and Permits

“Sec. 5921. Establishment and bond.
“Sec. 5922. Application for permit.
“Sec. 5923. Permit.

“SEC. 5921. ESTABLISHMENT AND BOND.

“(a) PROHIBITION ON PRODUCTION OUTSIDE OF BONDED CANNABIS PRODUCTION FA-
CILITY.—

“(1) IN GENERAL.—Except as authorized by the Secretary or on the bonded
premises of a cannabis production facility duly authorized to produce cannabis
products according to law, no cannabis product may planted, cultivated, har-
vested, grown, manufactured, produced, compounded, converted, processed, pre-
pared, or packaged in any building or on any premises.

“(2) AUTHORIZED PRODUCERS ONLY.—No person other than a producer which
has filed the bond required under subsection (b) and received a permit described
in section 5923 may produce any cannabis product.

“(3) PERSONAL USE EXCEPTION.—This subsection shall not apply with respect
the activities of an individual who is not treated as a producer by reason of sec-
tion 5902(b)(2)(B).

“(b) BOND.—

“(1) WHEN REQUIRED.—Every person, before commencing business as a pro-
ducer or an export warehouse proprietor, shall file such bond, conditioned upon
compliance with this chapter and regulations issued thereunder, in such form,
amount, and manner as the Secretary shall by regulation prescribe. A new or
additional bond may be required whenever the Secretary considers such action
necessary for the protection of the revenue.

“(2) APPROVAL OR DISAPPROVAL.—No person shall engage in such business
until he receives notice of approval of such bond. A bond may be disapproved,
upon notice to the principal on the bond, if the Secretary determines that the
bond is not adequate to protect the revenue.

“(3) CANCELLATION.—Any bond filed hereunder may be canceled, upon notice
to the principal on the bond, whenever the Secretary determines that the bond
no longer adequately protects the revenue.
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“SEC. 5922. APPLICATION FOR PERMIT.

“(a) IN GENERAL.—Every person, before commencing business as a cannabis enter-
prise, and at such other time as the Secretary shall by regulation prescribe, shall
make application for the permit provided for in section 5923. The application shall
be in such form as the Secretary shall prescribe and shall set forth, truthfully and
accurately, the information called for on the form. Such application may be rejected
and the permit denied if the Secretary, after notice and opportunity for hearing,
finds that—

“(1) the premises on which it is proposed to conduct the cannabis enterprise
are not adequate to protect the revenue, or

“(2) such person (including, in the case of a corporation, any officer, director,
or principal stockholder and, in the case of a partnership, a partner) has failed
to disclose any material information required or made any material false state-
ment in the application therefor.

“SEC. 5923. PERMIT.

“(a) ISSUANCE.—A person shall not engage in business as a cannabis enterprise
without a permit to engage in such business. Such permit, conditioned upon compli-
ance with this chapter and regulations issued thereunder, shall be issued in such
form and in such manner as the Secretary shall by regulation prescribe. A new per-
mit may be required at such other time as the Secretary shall by regulation pre-
scribe.

“(b) SUSPENSION OR REVOCATION.—

“(1) SHOW CAUSE HEARING.—If the Secretary has reason to believe that any
person holding a permit—

“(A) has not in good faith complied with this chapter, or with any other
provision of this title involving intent to defraud,
“(B) has violated the conditions of such permit,
“(C) has failed to disclose any material information required or made any
material false statement in the application for such permit, or
“(D) has failed to maintain their premises in such manner as to protect
the revenue,
the Secretary shall issue an order, stating the facts charged, citing such person
to show cause why their permit should not be suspended or revoked.

“(2) ACTION FOLLOWING HEARING.—If, after hearing, the Secretary finds that
such person has not shown cause why their permit should not be suspended or
revoked, such permit shall be suspended for such period as the Secretary deems
proper or shall be revoked.

“(c) INFORMATION REPORTING.—The Secretary may require—

‘:;1) information reporting by any person issued a permit under this section,
an

“(2) information reporting by such other persons as the Secretary deems nec-
essary to carry out this chapter.

“(d) INSPECTION OR DISCLOSURE OF INFORMATION.—For rules relating to inspec-
tion and disclosure of returns and return information, see section 6103(0).

“Subchapter D—Operations

“Sec. 5931. Inventories, reports, and records.

“Sec. 5932. Packaging and labeling.

“Sec. 5933. Purchase, receipt, possession, or sale of cannabis products after removal.
“Sec. 5934. Restrictions relating to marks, labels, notices, and packages.

“Sec. 5935. Restriction on importation of previously exported cannabis products.

“SEC. 5931. INVENTORIES, REPORTS, AND RECORDS.
“Every cannabis enterprise shall—

“(1) make a true and accurate inventory at the time of commencing business,
at the time of concluding business, and at such other times, in such manner
and form, and to include such items, as the Secretary shall by regulation pre-
scribe, with such inventories to be subject to verification by any internal rev-
enue officer,

“(2) make reports containing such information, in such form, at such times,
and for such periods as the Secretary shall by regulation prescribe, and

“(3) keep such records in such manner as the Secretary shall by regulation
prescribe, with such records to be available for inspection by any internal rev-
enue officer during business hours.

“SEC. 5932. PACKAGING AND LABELING.

“(a) PACKAGES.—AIl cannabis products shall, before removal, be put up in such
packages as the Secretary shall by regulation prescribe.
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“(b) MARKS, LABELS, AND NOTICES.—Every package of cannabis products shall, be-
fore removal, bear the marks, labels, and notices if any, that the Secretary by regu-
lation prescribes.

“(c) LoTTERY FEATURES.—No certificate, coupon, or other device purporting to be
or to represent a ticket, chance, share, or an interest in, or dependent on, the event
of a lottery shall be contained in, attached to, or stamped, marked, written, or print-
ed on any package of cannabis products.

“(d) INDECENT OR IMMORAL MATERIAL PROHIBITED.—No indecent or immoral pic-
ture, print, or representation shall be contained in, attached to, or stamped, marked,
written, or printed on any package of cannabis products.

“(e) EXCEPTIONS.—Subject to regulations prescribed by the Secretary, cannabis
products may be exempted from subsections (a) and (b) if such products are—

“(1) for experimental purposes, or
“(2) transferred to the bonded premises of another producer or export ware-
gouse proprietor or released in bond from customs custody for delivery to a pro-
ucer.

“SEC. 5933. PURCHASE, RECEIPT, POSSESSION, OR SALE OF CANNABIS PRODUCTS AFTER RE-
MOVAL.

“(a) RESTRICTION.—No person shall—

“(1) with intent to defraud the United States, purchase, receive, possess, offer
for sale, or sell or otherwise dispose of, after removal, any cannabis products—

“(A) upon which the tax has not been paid or determined in the manner
and at the time prescribed by this chapter or regulations thereunder, or

“(B) which, after removal without payment of tax pursuant to section
5904(a), have been diverted from the applicable purpose or use specified in
that section,

“(2) with intent to defraud the United States, purchase, receive, possess, offer
for sale, or sell or otherwise dispose of, after removal, any cannabis products
which are not put up in packages as required under section 5932 or which are
put up in packages not bearing the marks, labels, and notices, as required
under such section, or

“(3) otherwise than with intent to defraud the United States, purchase, re-
ceive, possess, offer for sale, or sell or otherwise dispose of, after removal, any
cannabis products which are not put up in packages as required under section
5932 or which are put up in packages not bearing the marks, labels, and no-
tices, as required under such section.

“(b) EXCEPTION.—Paragraph (3) of subsection (a) shall not prevent the sale or de-
livery of cannabis products directly to consumers from proper packages, nor apply
to such articles when so sold or delivered.

“(c) LIABILITY TO TAX.—Any person who possesses cannabis products in violation
of paragraph (1) or (2) of subsection (a) shall be liable for a tax equal to the tax
on such articles.

“SEC. 5934. RESTRICTIONS RELATING TO MARKS, LABELS, NOTICES, AND PACKAGES.

“No person shall, with intent to defraud the United States, destroy, obliterate, or
detach any mark, label, or notice prescribed or authorized, by this chapter or regula-
tions thereunder, to appear on, or be affixed to, any package of cannabis products
before such package is emptied.

“SEC. 5935. RESTRICTION ON IMPORTATION OF PREVIOUSLY EXPORTED CANNABIS PROD-
UCTS.
“(a) ExpORT LABELED CANNABIS PRODUCTS.—
“(1) IN GENERAL.—Cannabis products produced in the United States and la-
beled for exportation under this chapter—

“(A) may be transferred to or removed from the premises of a producer
or an export warehouse proprietor only if such articles are being trans-
ferred or removed without tax in accordance with section 5904,

“(B) may be imported or brought into the United States, after their expor-
tation, only if such articles either are eligible to be released from customs
custody with the partial duty exemption provided in section 5904(d) or are
returned to the original producer of such article as provided in section
5904(c), and

“(C) may not be sold or held for sale for domestic consumption in the
United States unless such articles are removed from their export packaging
and repackaged by the original producer into new packaging that does not
contain an export label.

“(2) ALTERATIONS BY PERSONS OTHER THAN ORIGINAL PRODUCER.—This section
shall apply to articles labeled for export even if the packaging or the appearance
of such packaging to the consumer of such articles has been modified or altered
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by a person other than the original producer so as to remove or conceal or at-
tempt to remove or conceal (including by the placement of a sticker over) any
export label.

“(3) EXPORTS INCLUDE SHIPMENTS TO PUERTO RICO.—For purposes of this sec-
tion, section 5904(d), section 5941, and such other provisions as the Secretary
may specify by regulations, references to exportation shall be treated as includ-
ing a reference to shipment to the Commonwealth of Puerto Rico.

“(b) EXPORT LABEL.—For purposes of this section, an article is labeled for export
or contains an export label if it bears the mark, label, or notice required under sec-
tion 5904(b).

“Subchapter E—Penalties

“Sec. 5941. Civil penalties.
“Sec. 5942. Criminal penalties.

“SEC. 5941. CIVIL PENALTIES.

“(a) OMITTING THINGS REQUIRED OR DOING THINGS FORBIDDEN.—Whoever will-
fully omits, neglects, or refuses to comply with any duty imposed upon them by this
chapter, or to do, or cause to be done, any of the things required by this chapter,
or does anything prohibited by this chapter, shall in addition to any other penalty
provided in this title, be liable to a penalty of $10,000, to be recovered, with costs
of suit, in a civil action, except where a penalty under subsection (b) or (c¢) or under
section 6651 or 6653 or part II of subchapter A of chapter 68 may be collected from
such person by assessment.

“(b) FAILURE To PAY TAx.—Whoever fails to pay any tax imposed by this chapter
at the time prescribed by law or regulations, shall, in addition to any other penalty
provided in this title, be liable to a penalty of 10 percent of the tax due but unpaid.

“(c) SALE OF CANNABIS OR CANNABIS PRODUCTS FOR EXPORT.—

“(1) Every person who sells, relands, or receives within the jurisdiction of the
United States any cannabis products which have been labeled or shipped for ex-
portation under this chapter,

“(2) every person who sells or receives such relanded cannabis products, and

“(3) every person who aids or abets in such selling, relanding, or receiving,

shall, in addition to the tax and any other penalty provided in this title, be liable
for a penalty equal to the greater of $10,000 or 10 times the amount of the tax im-
posed by this chapter. All cannabis products relanded within the jurisdiction of the
United States shall be forfeited to the United States and destroyed. All vessels, ve-
hicles, and aircraft used in such relanding or in removing such cannabis products
from the place where relanded, shall be forfeited to the United States.

“(d) APPLICABILITY OF SECTION 6665.—The penalties imposed by subsections (b)
and (c) shall be assessed, collected, and paid in the same manner as taxes, as pro-
vided in section 6665(a).

“(e) CROSS REFERENCES.—For penalty for failure to make deposits or for over-
statement of deposits, see section 6656.

“SEC. 5942. CRIMINAL PENALTIES.

“(a) FRAUDULENT OFFENSES.—Whoever, with intent to defraud the United
States—

“(1) engages in business as a cannabis enterprise without filing the applica-
tion and obtaining the permit where required by this chapter or regulations
thereunder,

“(2) fails to keep or make any record, return, report, or inventory, or keeps
or makes any false or fraudulent record, return, report, or inventory, required
by this chapter or regulations thereunder,

“(3) refuses to pay any tax imposed by this chapter, or attempts in any man-
ner to evade or defeat the tax or the payment thereof,

“(4) sells or otherwise transfers, contrary to this chapter or regulations there-
under, any cannabis products subject to tax under this chapter, or

“(5) purchases, receives, or possesses, with intent to redistribute or resell, any
cannabis product—

“(A) upon which the tax has not been paid or determined in the manner
and at the time prescribed by this chapter or regulations thereunder, or
“(B) which, without payment of tax pursuant to section 5904, have been
diverted from the applicable purpose or use specified in that section,
shall, for each such offense, be fined not more than $10,000, or imprisoned not more
than 5 years, or both.
“(b) LIABILITY TO TAX.—Any person who possesses cannabis products in violation
of subsection (a) shall be liable for a tax equal to the tax on such articles.”.
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(¢) STuDY.—Not later than 2 years after the date of the enactment of this Act,
and every 5 years thereafter, the Secretary of the Treasury, or the Secretary’s dele-
gate, shall—

(1) conduct a study concerning the characteristics of the cannabis industry,
including the number of persons operating cannabis enterprises at each level of
such industry, the volume of sales, the amount of tax collected each year, and
the areas of evasion, and

(2) submit to Congress recommendations to improve the regulation of the in-
dustry and the administration of the related tax.

(d) ANNUAL REPORTS REGARDING DETERMINATION OF APPLICABLE RATES.—Not
later than 6 months before the beginning of each calendar year to which section
5901(a)(2) of the Internal Revenue Code of 1986 (as added by this section) applies,
the Secretary of the Treasury, or the Secretary’s delegate, shall make publicly avail-
able a detailed description of the methodology which the Secretary anticipates using
to determine the applicable rate per ounce and the applicable rate per gram which
will apply for such calendar year under section 5901(c)(2) of such Code.

(e) CONFORMING AMENDMENTS.—

(1) Section 6103(0)(1)(A) of the Internal Revenue Code of 1986 is amended by
striking “and firearms” and inserting “firearms, and cannabis products”.

(2) The table of chapters for subtitle E of such Code is amended by adding
at the end the following new item:

“CHAPTER 56. CANNABIS PRODUCTS”.

(3) The table of sections for subchapter A of chapter 98 of such Code is
amended by adding at the end the following new item:

“Sec. 9512. Establishment of Opportunity Trust Fund.”.

(f) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as otherwise provided in this subsection, the amend-
ments made by this section shall apply to removals, and applications for per-
mits under section 5922 of the Internal Revenue Code of 1986 (as added by sub-
section (b)), after 180 days after the date of the enactment of this Act.

(2) ESTABLISHMENT OF TRUST FUND.—The amendment made by subsection (a)
shall take effect on the date of the enactment of this Act.

SEC. 6. OPPORTUNITY TRUST FUND PROGRAMS.

(a) CANNABIS JUSTICE OFFICE; COMMUNITY REINVESTMENT GRANT PROGRAM.—
(1) CANNABIS JUSTICE OFFICE.—Part A of title I of the Omnibus Crime Control
and Safe Streets Act of 1968 (34 U.S.C. 10101 et seq.) is amended by inserting
after section 109 the following:

“SEC. 110. CANNABIS JUSTICE OFFICE.

“(a) ESTABLISHMENT.—There is established within the Office of Justice Programs
a Cannabis Justice Office.

“(b) DIRECTOR.—The Cannabis Justice Office shall be headed by a Director who
shall be appointed by the Assistant Attorney General for the Office of Justice Pro-
grams. The Director shall report to the Assistant Attorney General for the Office
of Justice Programs. The Director shall award grants and may enter into compacts,
cooperative agreements, and contracts on behalf of the Cannabis Justice Office. The
Director may not engage in any employment other than that of serving as the Direc-
tor, nor may the Director hold any office in, or act in any capacity for, any organiza-
tion, agency, or institution with which the Office makes any contract or other ar-
rangement.

“(c) EMPLOYEES.—

“(1) IN GENERAL.—The Director shall employ as many full-time employees as
are needed to carry out the duties and functions of the Cannabis Justice Office
under subsection (d). Such employees shall be exclusively assigned to the Can-
nabis Justice Office.

“(2) INITIAL HIRES.—Not later than 6 months after the date of enactment of
this section, the Director shall—

“(A) hire no less than one-third of the total number of employees of the
Cannabis Justice Office; and

“(B) no more than one-half of the employees assigned to the Cannabis
Justice Office by term appointment that may after 2 years be converted to
career appointment.

“(3) LEGAL COUNSEL.—At least one employee hired for the Cannabis Justice
Office shall serve as legal counsel to the Director and shall provide counsel to
the Cannabis Justice Office.

“(d) DUTIES AND FUNCTIONS.—The Cannabis Justice Office is authorized to—

“(1) administer the Community Reinvestment Grant Program; and
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“(2) perform such other functions as the Assistant Attorney General for the
Office of Justice Programs may delegate, that are consistent with the statutory
obligations of this section.”.

(2) COMMUNITY REINVESTMENT GRANT PROGRAM.—Title I of the Omnibus
Crime Control and Safe Streets Act of 1968 (34 U.S.C. et seq.) is amended by
adding at the end the following:

“PART PP—COMMUNITY REINVESTMENT GRANT
PROGRAM

“SEC. 3056. AUTHORIZATION.

“(a) IN GENERAL.—The Director of the Cannabis Justice Office shall establish and
carry out a grant program, known as the ‘Community Reinvestment Grant Pro-
gram’, to provide eligible entities with funds to administer services for individuals
adversely impacted by the War on Drugs, including—

“(1) job training;

“(2) reentry services;

“(3) legal aid for civil and criminal cases, including expungement of cannabis
convictions;

“(4) literacy programs;

“(5) youth recreation or mentoring programs; and

“(6) health education programs.

“(b) SUBSTANCE USE DISORDER SERVICES.—The Director, in consultation with the
Secretary of Health and Human Services, shall provide eligible entities with funds
to administer substance use disorder services for individuals adversely impacted by
the War on Drugs or connect patients with substance use disorder services. Also eli-
gible for such services are individuals who have been arrested for or convicted of
the sale, possession, use, manufacture, or cultivation of a controlled substance other
than cannabis (except for a conviction involving distribution to a minor).

“SEC. 3057. FUNDING FROM OPPORTUNITY TRUST FUND.

“The Director shall carry out the program under this part using funds made avail-
able under section 9512(c)(1) and (2) of the Internal Revenue Code.

“SEC. 3058. DEFINITIONS.

“In this part:

“(1) The term ‘cannabis conviction’ means a conviction, or adjudication of juve-
nile delinquency, for a cannabis offense (as such term is defined in section 13
of the Marijuana Opportunity Reinvestment and Expungement Act).

“(2) The term ‘eligible entity’ means a nonprofit organization, as defined in
section 501(c)(3) of the Internal Revenue Code, that is representative of a com-
munity or a significant segment of a community with experience in providing
relevant services to individuals adversely impacted by the War on Drugs in that
community.

“(3) The term ‘individuals adversely impacted by the War on Drugs’ has the
meaning given that term in section 6 of the Marijuana Opportunity Reinvest-
ment and Expungement Act.”.

(b) CANNABIS RESTORATIVE OPPORTUNITY PROGRAM; EQUITABLE LICENSING GRANT
PROGRAM.—

(1) CANNABIS RESTORATIVE OPPORTUNITY PROGRAM.—The Administrator of the
Small Business Administration shall establish and carry out a program, to be
known as the “Cannabis Restorative Opportunity Program”, to provide loans
and technical assistance under section 7(m) of the Small Business Act (15
U.S.C. 636(m)) to assist small business concerns owned and controlled by so-
cially and economically disadvantaged individuals that operate in eligible States
or localities.

(2) EQUITABLE LICENSING GRANT PROGRAM.—The Administrator of the Small
Business Administration shall establish and carry out a grant program, to be
known as the “Equitable Licensing Grant Program”, to provide any eligible
State or locality funds to develop and implement equitable cannabis licensing
programs that minimize barriers to cannabis licensing and employment for indi-
viduals adversely impacted by the War on Drugs, provided that each grantee
includes in its cannabis licensing program at least four of the following ele-
ments:

(A) A waiver of cannabis license application fees for individuals who re-
port an income below 250 percent of the Federal Poverty Level for at least
5 of the past 10 years and who are first-time applicants for a cannabis li-
cense.
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(B) A prohibition on the denial of a cannabis license based on a conviction
for a cannabis offense that took place prior to State legalization of cannabis
or the date of enactment of this Act, as appropriate.

(C) A prohibition on restrictions for licensing relating to criminal convic-
tions except with respect to a criminal conviction related to owning and op-
erating a business.

(D) A prohibition on cannabis license holders engaging in suspicionless
cannabis drug testing of their prospective or current employees, except with
respect to drug testing for safety-sensitive positions required under part 40
of title 49, Code of Federal Regulations.

(E) The establishment of a cannabis licensing board that is reflective of
the racial, ethnic, economic, and gender composition of the eligible State or
locality, to serve as an oversight body of the equitable licensing program.

(3) DEFINITIONS.—In this subsection:

(A) ELIGIBLE STATE OR LOCALITY.—The term “eligible State or locality”
means a State or locality that has taken steps to—

(i) create an automatic process, at no cost to the individual, for the
expungement, destruction, or sealing of criminal records for cannabis
offenses; and

(i1) eliminate violations or other penalties for persons under parole,
probation, pre-trial, or other State or local criminal supervision for a
cannabis offense.

(B) INDIVIDUAL ADVERSELY IMPACTED BY THE WAR ON DRUGS.—The term
“irédivlidual adversely impacted by the War on Drugs” means an indi-
vidual—

(i) who reports an income below 250 percent of the Federal Poverty
Level for at least 5 of the past 10 years; and

(i1) who has been arrested for or convicted of the sale, possession,
use, manufacture, or cultivation of cannabis (except for a conviction in-
volving distribution to a minor), or whose parent, sibling, spouse, or
child has been arrested for or convicted of such an offense.

(C) SMALL BUSINESS CONCERN OWNED AND CONTROLLED BY SOCIALLY AND
ECONOMICALLY DISADVANTAGED INDIVIDUALS.—The term “small business
concern owned and controlled by socially and economically disadvantaged
individuals” has the meaning given in section 8(d)(3)(C) of the Small Busi-
ness Act (15 U.S.C. 637(d)(3)(C)).

(D) STATE.—The term “State” means each of the several States, the Dis-
trict of Columbia, Puerto Rico, any territory or possession of the United
States, and any Indian Tribe (as defined in section 201 of Public Law 90—
294 (2)5 U.S.C. 1301) (commonly known as the “Indian Civil Rights Act of
1968”)).

(c) STUDY ON PROGRAMS.—

(1) GAO stunY.—The Comptroller General of the United States, in consulta-
tion with the Administrator of the Small Business Administration, shall conduct
an annual study on the individuals and entities receiving assistance under the
Cannabis Restorative Opportunity and Equitable Licensing Programs. This
study shall include the types of assistance by state, and a description of the ef-
forts by the Small Business Administration to increase access to capital for can-
nabis-related small business concerns owned and controlled by socially and eco-
nomically disadvantaged individuals, individuals adversely impacted by the War
on Drugs, as well as the racial, ethnic, economic and gender composition of the
eligible State or locality.

(2) REPORT.—Not later than 1 year after the date of enactment of this Act,
the Comptroller General of the United States shall submit a report on the re-
sults of the study conducted under paragraph (1) to—

(A) the Committee on Small Business of the House of Representatives;

(B) the Committee on Small Business and Entrepreneurship of the Sen-
ate;

(C) the Committee on the Judiciary of the House of Representatives; and

(D) the Committee on the Judiciary of the Senate.

SEC. 7. AVAILABILITY OF SMALL BUSINESS ADMINISTRATION PROGRAMS AND SERVICES TO

CANNABIS-RELATED LEGITIMATE BUSINESSES AND SERVICE PROVIDERS.
(a) DEFINITIONS RELATING TO CANNABIS-RELATED LEGITIMATE BUSINESSES AND

SERVICE PROVIDERS.—Section 3 of the Small Business Act (15 U.S.C. 632) is amend-

ed by adding at the end the following new subsection:
“(gg) CANNABIS-RELATED LEGITIMATE BUSINESSES AND SERVICE PROVIDERS.—In

this Act:

“(1) CANNABIS.—The term ‘cannabis’—
“(A) means—
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“@i) all parts of the plant Cannabis sativa L., whether growing or not;

“(i1) the seeds thereof;

“(iii) the resin extracted from any part of such plant; and

“(iv) every compound, manufacture, salt, derivative, mixture, or prep-
aration of such plant, its seeds or resin; and

“(B) does not include—

“(i) hemp, as defined in section 297A of the Agricultural Marketing
Act of 1946;

“(ii) the mature stalks of such plant, fiber produced from such stalks,
oil or cake made from the seeds of such plant, any other compound,
manufacture, salt, derivative, mixture, or preparation of such mature
stalks (except the resin extracted therefrom), fiber, oil, or cake, or the
sterilized seed of such plant which is incapable of germination; or

“(iii) any drug product approved under section 505 of the Federal
Food, Drug, and Cosmetic Act, or biological product licensed under sec-
tion 351 of the Public Health Service Act.

“(2) CANNABIS-RELATED LEGITIMATE BUSINESS.—The term ‘cannabis-related le-
gitimate business’ means a manufacturer, producer, or any person or company
that is a small business concern and that—

“(A) engages in any activity described in subparagraph (B) pursuant to
a law established by a State or a political subdivision of a State, as deter-
mined by such State or political subdivision; and

“(B) participates in any business or organized activity that involves han-
dling cannabis or cannabis products, including cultivating, producing, man-
ufacturing, selling, transporting, displaying, dispensing, distributing, or
purchasing cannabis or cannabis products.

“(3) SERVICE PROVIDER.—The term ‘service provider—

“(A) means a business, organization, or other person that—

“@i) sells goods or services to a cannabis-related legitimate business;
or

“(i1) provides any business services, including the sale or lease of real
or any other property, legal or other licensed services, or any other an-
cillary service, relating to cannabis; and

“(B) does not include a business, organization, or other person that par-
ticipates in any business or organized activity that involves handling can-
nabis or cannabis products, including cultivating, producing, manufac-
turing, selling, transporting, displaying, dispensing, distributing, or pur-
chasing cannabis or cannabis products.”.

(b) SMALL BUSINESS DEVELOPMENT CENTERS.—Section 21(c) of the Small Business
Act %115 U.S.C. 648(c)) is amended by adding at the end the following new para-
graph:

“(9) SERVICES FOR CANNABIS-RELATED LEGITIMATE BUSINESSES AND SERVICE
PROVIDERS.—A small business development center may not decline to provide
services to an otherwise eligible small business concern under this section solely
because such concern is a cannabis-related legitimate business or service pro-
vider.”.

(c) WOMEN’s BUSINESS CENTERS.—Section 29 of the Small Business Act (15 U.S.C.
656) is amended by adding at the end the following new subsection:

“(p) SERVICES FOR CANNABIS-RELATED LEGITIMATE BUSINESSES AND SERVICE PRO-
VIDERS.—A women’s business center may not decline to provide services to an other-
wise eligible small business concern under this section solely because such concern
is a cannabis-related legitimate business or service provider.”.

(d) SCORE.—Section 8(b)(1)(B) of the Small Business Act (15 U.S.C. 637(b)(1)(B))
is amended by adding at the end the following new sentence: “The head of the
SCORE program established under this subparagraph may not decline to provide
services to an otherwise eligible small business concern solely because such concern
is a cannabis-related legitimate business or service provider.”.

(e) VETERAN BUSINESS OUTREACH CENTERS.—Section 32 of the Small Business Act
(15 U.S.C. 657b) is amended by adding at the end the following new subsection:

“(h) SERVICES FOR CANNABIS-RELATED LEGITIMATE BUSINESSES AND SERVICE PRrO-
VIDERS.—A Veteran Business Outreach Center may not decline to provide services
to an otherwise eligible small business concern under this section solely because
such concern is a cannabis-related legitimate business or service provider.”.

(f) SECTION 7(a) LOANS.—Section 7(a) of the Small Business Act (15 U.S.C. 636(a))
is amended by adding at the end the following new paragraph:

“(38) LOANS TO CANNABIS-RELATED LEGITIMATE BUSINESSES AND SERVICE PRO-
VIDERS.—The Administrator may not decline to provide a guarantee for a loan
under this subsection, and a lender may not decline to make a loan under this
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subsection, to an otherwise eligible small business concern solely because such
concern is a cannabis-related legitimate business or service provider.”.

(g) D1SASTER LoOANS.—Section 7(b) of the Small Business Act (15 U.S.C. 636(b))
is amended by inserting after paragraph (15) the following new paragraph:

“(16) ASSISTANCE TO CANNABIS-RELATED LEGITIMATE BUSINESSES AND SERVICE
PROVIDERS.—The Administrator may not decline to provide assistance under
this subsection to an otherwise eligible small business concern solely because
such concern is a cannabis-related legitimate business or service provider.”.

(h) MICROLOANS.—Section 7(m) of the Small Business Act (15 U.S.C. 636(m)) is
amended by adding at the end the following new paragraph:

“(14) ASSISTANCE TO CANNABIS-RELATED LEGITIMATE BUSINESSES AND SERVICE
PROVIDERS.—The Administrator may not decline to make a loan or a grant
under this subsection, and an eligible intermediary may not decline to provide
assistance under this subsection to an otherwise eligible borrower, eligible inter-
mediary, or eligible nonprofit entity (as applicable) solely because such bor-
rower, intermediary, or nonprofit entity is a cannabis-related legitimate busi-
ness or service provider.”.

(i) SMALL BUSINESS INVESTMENT COMPANY DEBENTURES TO FINANCE CANNABIS-
RELATED LEGITIMATE BUSINESSES AND SERVICE PROVIDERS.—Part A of title III of
the Small Business Investment Act of 1958 (15 U.S.C. 681 et seq.) is amended by
adding at the end the following new section:

“SEC. 321. DEBENTURES TO FINANCE CANNABIS-RELATED LEGITIMATE BUSINESSES AND
SERVICE PROVIDERS.

“(a) GUARANTEES.—The Administrator may not decline to purchase or guarantee
a debenture made under this title to an otherwise eligible small business invest-
ment company solely because such small business investment company provides fi-
nancing to an entity that is a cannabis-related legitimate business or service pro-
vider (as defined in section 7(a)(38) of the Small Business Act).

“(b) OTHER ASSISTANCE.—A small business investment company may not decline
to provide assistance under this title to an otherwise eligible small business concern
solely because such small business concern is a cannabis-related legitimate business
or service provider (as defined in section 7(a)(38) of the Small Business Act).”.

(j) STATE OR LocAL DEVELOPMENT COMPANY LOANS.—Title V of the Small Busi-
ness Investment Act of 1958 (15 U.S.C. 695 et seq.) is amended by adding at the
end the following new section:

“SEC. 511. LOANS TO FINANCE CANNABIS-RELATED LEGITIMATE BUSINESSES AND SERVICE
PROVIDERS.

“(a) LoANS AND LOAN GUARANTEES.—The Administrator may not decline to make
or provide a guarantee for a loan under this title to an otherwise eligible qualified
State or local development company solely because such qualified State or local de-
velopment company provides financing to an entity that is a cannabis-related legiti-
mateli:)u?iness or service provider (as defined in section 7(a)(38) of the Small Busi-
ness Act).

“(b) OTHER ASSISTANCE.—A qualified State or local development company may not
decline to provide assistance under this title to an otherwise eligible small business
concern solely because such small business concern is a cannabis-related legitimate
lzus)iness or service provider (as defined in section 7(a)(38) of the Small Business

ct).”.

SEC. 8. NO DISCRIMINATION IN THE PROVISION OF A FEDERAL PUBLIC BENEFIT ON THE
BASIS OF CANNABIS.

(a) IN GENERAL.—No person may be denied any Federal public benefit (as such
term is defined in section 401(c) of the Personal Responsibility and Work Oppor-
tunity Reconciliation Act of 1996 (8 U.S.C. 1611(c))) on the basis of any use or pos-
session of cannabis, or on the basis of a conviction or adjudication of juvenile delin-
quency for a cannabis offense, by that person.

(b) SECURITY CLEARANCES.—Federal agencies may not use past or present can-
nlabis or marijuana use as criteria for granting, denying, or rescinding a security
clearance.

SEC. 9. NO ADVERSE EFFECT FOR PURPOSES OF THE IMMIGRATION LAWS.

(a) IN GENERAL.—For purposes of the immigration laws (as such term is defined
in section 101 of the Immigration and Nationality Act), cannabis may not be consid-
ered a controlled substance, and an alien may not be denied any benefit or protec-
tion under the immigration laws based on any event, including conduct, a finding,
an admission, addiction or abuse, an arrest, a juvenile adjudication, or a conviction,
relating to cannabis, regardless of whether the event occurred before, on, or after
the effective date of this Act.

(b) CANNABIS DEFINED.—The term “cannabis”—
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(1) means all parts of the plant Cannabis sativa L., whether growing or not;
the seeds thereof; the resin extracted from any part of such plant; and every
compound, manufacture, salt, derivative, mixture, or preparation of such plant,
its seeds or resin; and

(2) does not include—

(A) hemp, as defined in section 297A of the Agricultural Marketing Act
of 1946;

(B) the mature stalks of such plant, fiber produced from such stalks, oil
or cake made from the seeds of such plant, any other compound, manufac-
ture, salt, derivative, mixture, or preparation of such mature stalks (except
the resin extracted therefrom), fiber, oil, or cake, or the sterilized seed of
such plant which is incapable of germination; or

(C) any drug product approved under section 505 of the Federal Food,
Drug, and Cosmetic Act, or biological product licensed under section 351 of
the Public Health Service Act.

(¢) CONFORMING AMENDMENTS TO IMMIGRATION AND NATIONALITY ACT.—The Im-
migration and Nationality Act (8 U.S.C. 1101 et seq.) is amended—

(1) in section 212(h), by striking “and subparagraph (A)G)(II) of such sub-
section insofar as it relates to a single offense of simple possession of 30 grams
or less of marijuana”;

(2) in section 237(a)(2)(B)(i), by striking “other than a single offense involving
possession for one’s own use of 30 grams or less of marijuana”;

(3) in section 101(f)(3), by striking “(except as such paragraph relates to a sin-
gle offense of simple possession of 30 grams or less of marihuana)”;

(4) in section 244(c)(2)(A)(iii)(II) by striking “except for so much of such para-
graph as relates to a single offense of simple possession of 30 grams or less of
marijuana”;

(5) in section 245(h)(2)(B) by striking “(except for so much of such paragraph
as related to a single offense of simple possession of 30 grams or less of mari-
juana)”;

(6) in section 210(c)(2)(B)Ai)III) by striking “, except for so much of such
paragraph as relates to a single offense of simple possession of 30 grams or less
of marihuana”; and

(7) in section 245A(d)(2)(B)(ii)(II) by striking “, except for so much of such
paragraph as relates to a single offense of simple possession of 30 grams or less
of marihuana”.

SEC. 10. RESENTENCING AND EXPUNGEMENT.

(a) EXPUNGEMENT OF NON-VIOLENT FEDERAL CANNABIS OFFENSE CONVICTIONS
FOR INDIVIDUALS NOT UNDER A CRIMINAL JUSTICE SENTENCE.—

(1) IN GENERAL.—Not later than 1 year after the date of the enactment of this
Act, each Federal district shall conduct a comprehensive review and issue an
order expunging each conviction or adjudication of juvenile delinquency for a
non-violent Federal cannabis offense entered by each Federal court in the dis-
trict before the date of enactment of this Act and on or after May 1, 1971. Each
Federal court shall also issue an order expunging any arrests associated with
each expunged conviction or adjudication of juvenile delinquency.

(2) NoTIricATION.—To the extent practicable, each Federal district shall no-
tify each individual whose arrest, conviction, or adjudication of delinquency has
been expunged pursuant to this subsection that their arrest, conviction, or adju-
dication of juvenile delinquency has been expunged, and the effect of such
expungement.

(3) RIGHT TO PETITION COURT FOR EXPUNGEMENT.—At any point after the date
of enactment of this Act, any individual with a prior conviction or adjudication
of juvenile delinquency for a non-violent Federal cannabis offense, who is not
under a criminal justice sentence, may file a motion for expungement. If the
expungement of such a conviction or adjudication of juvenile delinquency is re-
quired pursuant to this Act, the court shall expunge the conviction or adjudica-
tion, and any associated arrests. If the individual is indigent, counsel shall be
appointed to represent the individual in any proceedings under this subsection.

(4) SEALED RECORD.—The court shall seal all records related to a conviction
or adjudication of juvenile delinquency that has been expunged under this sub-
section. Such records may only be made available by further order of the court.

(b) SENTENCING REVIEW FOR INDIVIDUALS UNDER A CRIMINAL JUSTICE SEN-
TENCE.—

(1) IN GENERAL.—For any individual who is under a criminal justice sentence
for a non-violent Federal cannabis offense, the court that imposed the sentence
shall, on motion of the individual, the Director of the Bureau of Prisons, the
attorney for the Government, or the court, conduct a sentencing review hearing.
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If the individual is indigent, counsel shall be appointed to represent the indi-
vidual in any sentencing review proceedings under this subsection.

(2) POTENTIAL REDUCED RESENTENCING.—After a sentencing hearing under
paragraph (1), a court shall—

(A) expunge each conviction or adjudication of juvenile delinquency for a
non-violent Federal cannabis offense entered by the court before the date
of enactment of this Act, and any associated arrest;

(B) vacate the existing sentence or disposition of juvenile delinquency
and, if applicable, impose any remaining sentence or disposition of juvenile
delinquency on the individual as if this Act, and the amendments made by
this Act, were in effect at the time the offense was committed; and

(C) order that all records related to a conviction or adjudication of juve-
nile delinquency that has been expunged or a sentence or disposition of ju-
venile delinquency that has been vacated under this Act be sealed and only
be made available by further order of the court.

(c) EFFECT OF EXPUNGEMENT.—An individual who has had an arrest, a conviction,
or juvenile delinquency adjudication expunged under this section—

(&) may treat the arrest, conviction, or adjudication as if it never occurred;
an

(2) shall be immune from any civil or criminal penalties related to perjury,
false swearing, or false statements, for a failure to disclose such arrest, convic-
tion, or adjudication.

(d) EXCEPTION.—An individual who at sentencing received an aggravating role ad-
justment pursuant to United States Sentencing Guideline 3B1.1(a) in relation to a
Federal cannabis offense conviction shall not be eligible for expungement of that
Federal cannabis offense conviction under this section.

(e) DEFINITIONS.—In this section:

(1) The term “Federal cannabis offense” means an offense that is no longer
punishable pursuant to this Act or the amendments made under this Act.

(2) The term “expunge” means, with respect to an arrest, a conviction, or a
juvenile delinquency adjudication, the removal of the record of such arrest, con-
viction, or adjudication from each official index or public record.

(3) The term “under a criminal justice sentence” means, with respect to an
individual, that the individual is serving a term of probation, parole, supervised
release, imprisonment, official detention, pre-release custody, or work release,
pursuant to a sentence or disposition of juvenile delinquency imposed on or
after the effective date of the Controlled Substances Act (May 1, 1971).

(f) STuDY.—The Comptroller General of the United States, in consultation with
the Secretary of Health and Human Services, shall conduct a demographic study of
individuals convicted of a Federal cannabis offense. Such study shall include infor-
mation about the age, race, ethnicity, sex, and gender identity of those individuals,
the type of community such users dwell in, and such other demographic information
as the Comptroller General determines should be included.

(g) REPORT.—Not later than 2 years after the date of the enactment of this Act,
the Comptroller General of the United States shall report to Congress the results
of the study conducted under subsection (f).

SEC. 11. REFERENCES IN EXISTING LAW TO MARIJUANA OR MARIHUANA.

Wherever, in the statutes of the United States or in the rulings, regulations, or
fsnterpretations of various administrative bureaus and agencies of the United
tates—
(1) there appears or may appear the term “marihuana” or “marijuana”, that
term shall be struck and the term “cannabis” shall be inserted; and
(2) there appears or may appear the term “Marihuana” or “Marijuana”, that
term shall be struck and the term “Cannabis” shall be inserted.

SEC. 12. SEVERABILITY.

If any provision of this Act or an amendment made by this Act, or any application
of such provision to any person or circumstance, is held to be unconstitutional, the
remainder of this Act, the amendments made by this Act, and the application of this
Act and the amendments made by this Act to any other person or circumstance
shall not be affected.

SEC. 13. CANNABIS OFFENSE DEFINED.

For purposes of this Act, the term “cannabis offense” means a criminal offense re-
lated to cannabis—

(1) that, under Federal law, is no longer punishable pursuant to this Act or
the amendments made under this Act; or

(2) that, under State law, is no longer an offense or that was designated a
lesser offense or for which the penalty was reduced under State law pursuant
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to or following the adoption of a State law authorizing the sale or use of can-
nabis.

SEC. 14. RULEMAKING.

Unless otherwise provided in this Act, not later than 1 year after the date of en-
actment of this Act, the Department of the Treasury, the Department of Justice, and
the Small Business Administration shall issue or amend any rules, standard oper-
ating procedures, and other legal or policy guidance necessary to carry out imple-
mentation of this Act. After the 1-year period, any publicly issued sub-regulatory
guidance, including any compliance guides, manuals, advisories and notices, may
not be issued without 60-day notice to appropriate congressional committees. Notice
shall include a description and justification for additional guidance.

SEC. 15. SOCIETAL IMPACT OF MARIJUANA LEGALIZATION STUDY.

The Comptroller General of the United States shall, not later than 2 years after
the date of enactment of this Act, provide to Congress a study that addresses the
societal impact of the legalization of recreational cannabis by States, including—

(1) sick days reported to employers;

(2) workers compensations claims;

(3) tax revenue remitted to States resulting from legal marijuana sales;

(4) changes in government spending related to enforcement actions and court
proceedings;

(5) Federal welfare assistance applications;

(6) rate of arrests related to methamphetamine possession;

(7) hospitalization rates related to methamphetamine and narcotics use;

(8) uses of marijuana and its byproducts for medical purposes;

(9) uses of marijuana and its byproducts for purposes relating to the health,
including the mental health, of veterans;

(10) arrest rates of individuals driving under the influence or driving while
intoxicated by marijuana;
_ (11) traffic-related deaths and injuries where the driver is impaired by mari-
juana;

(12) arrest of minors for marijuana-related charges;

(13) violent crime rates;

(14) school suspensions, expulsions, and law enforcement referrals that are
marijuana-related;

(15) high school dropout rates;

(16) changes in district-wide and State-wide standardized test scores;

(17) marijuana-related hospital admissions and poison control calls;

(18) marijuana-related juvenile admittances into substance rehabilitation fa-
cilities and mental health clinics;

(19) diversion of marijuana into neighboring States and drug seizures in
neighboring States;

(20) marijuana plants grown on public lands in contravention to Federal and
State laws; and

(21) court filings under a State’s organized crime statutes.

Purpose and Summary

H.R. 3617, the “Marijuana Opportunity Reinvestment and
Expungement Act,” or the “MORE Act” would (1) remove mari-
juana, or cannabis, from the list of substances controlled under the
Controlled Substances Act (CSA); (2) create an Opportunity Trust
Fund to be funded through an excise tax on the sale of cannabis
products; (3) establish a Cannabis Justice Office within the Depart-
ment of Justice to administer a Community Reinvestment Grant
Program to fund nonprofits that provide services to individuals
most adversely impacted by the War on Drugs; (4) create a Can-
nabis Opportunity Program within the Small Business Administra-
tion (SBA) to provide eligible states and localities with funds for
loans to business concerns owned and controlled by socially and
economically disadvantaged individuals and an Equitable Licensing
Program, also within SBA, to provide funds to eligible states and
localities for developing cannabis licensing programs that minimize
barriers to cannabis licensing and employment for individuals most
adversely impacted by the War on Drugs; (5) ensure that SBA pro-
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grams and services are made available to cannabis-related legiti-
mate businesses and service providers; (6) provide for the
expungement of Federal cannabis arrests and offenses, the
vacating and sealing of cannabis offenses and for resentencing
hearings, where appropriate; (7) protect individuals from discrimi-
nation in the provision of public benefits on the basis of use, pos-
session, or convictions, or juvenile adjudications for cannabis of-
fenses; and (8) prohibit consideration of cannabis as a controlled
substance for purposes of federal immigration laws.

On May 28, 2021, Chairman Jerrold Nadler (D-NY) introduced
H.R. 3617, with Crime Subcommittee Chair Sheila Jackson Lee (D—-
TX), Representatives Barbara Lee (D-CA), Earl Blumenauer (D-
OR), Hakeem E. Jeffries (D-NY), and Nydia Velazquez (D-NY) as
original cosponsors.

Background and Need for Legislation

Marijuana (or cannabis), as defined in the Controlled Substances
Act (CSA),! includes “all parts of the plant Cannabis sativa L.,
whether growing or not; the seeds thereof; the resin extracted from
any part of such plant; and every compound, manufacture, salt, de-
rivative, mixture, or preparation of such plant, its seeds or resin.”2
The CSA definition of marijuana exempts cannabis plant material
that falls into four categories—mature stalks, fiber produced from
mature stalks, oil or cake made from seeds, and seeds incapable of
germination—as well as “any other compound, manufacture, salt,
derivative, mixture, or preparation” of the exempt plant material.3
In addition, the Agriculture Improvement Act of 20184 explicitly
exempted hemp from the definition of marijuana under the CSA.5

The current federal statutory scheme relative to marijuana
comes from the CSA. The CSA makes it unlawful to manufacture,
import, possess, use, and distribute the substances it regulates, in-
cluding marijuana. Historically, states also prohibited marijuana
use, although there has been an increasing trend towards state le-
galization in the last two decades. In 1996, California became the
first state to legalize medical cannabis with the approval of Propo-
sition 215.6 Since then, 36 states and the District of Columbia have
legalized medical cannabis.” In 2012, Colorado and Washington be-
came the first two states to legalize the recreational use of can-
nabis.® At this time, 19 states and the District of Columbia have

121 U.S.C. §§801 et seq. (2019).

221 U.S.C. § 802(16)(A) (2019). In different parts of the U.S. Code, including the CSA, mari-
juana is referred to as “marihuana.”

321 U.S.C. §802(16)(B)(ii) (2019).

4Pub. L. No. 115-334, 132 Stat. 4490 (2018).

521 U.S.C. §802(16)(B)(i) (2019).

6 John Balzar, Voters Approve Measure to Use Pot as Medicine, L.A. TIMES (Nov. 6, 1996),
available at https:/www.latimes.com/archives/la-xpm-1996-11-06-mn-62740-story.html.

7The 36 states are: Alabama, Alaska, Arizona, Arkansas, California, Colorado, Connecticut,
Delaware, Florida, Hawaii, Illinois, Louisiana, Maine, Maryland, Massachusetts, Michigan, Min-
nesota, Mississippi, Missouri, Montana, Nevada, New Hampshire, New Jersey, New Mexico,
New York, North Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, Rhode Island, Utah,
Vermont, Virginia, Washington, and West Virginia.

8 Keith Coffman & Nicole Neroulias, Colorado, Washington first states to legalize recreational
pot, REUTERS (Nov. 6, 2012), https:/www.reuters.com/article/us-usa-marijuana-legalization/colo-
rado-washington-first-states-to-legalize-recreational-pot-idUSBRE8A602D20121107.



26

legalized cannabis for adult recreational use.? In addition, the U.S.
territories of Guam,!®© the Northern Mariana Islands,!! Puerto
Rico,'2 and the U.S. Virgin Islands 13 have legalized marijuana for
medical or recreational purposes. The legalization of cannabis at
the state level, whether for medical or recreational use, has in
many instances put state laws in apparent conflict with federal
statutes that broadly proscribe the possession or use of marijuana.

The CSA is Title II of the Comprehensive Drug Abuse Prevention
and Control Act.14 At the time of its passage, in 1970, President
Nixon sent a message to Congress declaring drug abuse “public
enemy number one” and announcing a “new, all-out offensive.” 15
This policy initiative came to be known as the “War on Drugs.”

The CSA directed the President to establish a Commission on
Marihuana and Drug Abuse and issue a study report.16 Among
other things, the Commission’s first report concluded that criminal-
ization was “too harsh a tool to apply to personal possession even
in the effort to discourage use,” and that “the actual and potential
harm of use of the drug is not great enough to justify intrusion by
the criminal law into private behavior, a step which our society
takes only with the greatest reluctance.”l? Although the Nixon
Administration dismissed these recommendations at the federal
level, during the mid-1970s, virtually all states softened their pen-
alties for marijuana possession.!® Despite some relaxation at the
state level, President Nixon created the Drug Enforcement Agency
in 1973, within the Department of Justice, establishing a single
federal agency to enforce federal drug laws and to consolidate and
coordinate the government’s drug control activities.19

The CSA instituted a “scheduling” system, through which the
federal government regulates the lawful production, possession and
distribution of controlled substances. Placement on each of the five
schedules is based upon the substance’s medical use, potential for
abuse, and safety or dependence liability. Marijuana was initially
placed, and today remains, on Schedule 1.20 THC is also on Sched-
ule 1.21 By virtue of their placement on Schedule I, marijuana and
THC have been deemed by the federal government to have: (1) a

9The 19 states are: Alaska, Arizona, California, Colorado, Connecticut, Illinois, Maine, Massa-
chusetts, Michigan, Montana, Nevada, New Jersey, New Mexico, New York, Oregon, South Da-
kota, Vermont, Virginia, and Washington.

10 See Christopher Ingraham, Medical Marijuana Advocates Notch an Early Victory in Guam,
WasH. Post (Nov. 4, 2014), https://www.washingtonpost.com/news/wonk/wp/2014/11/04/medical-
marijuana-advocates-notch-an-early-victory-in-guam/.

11See Tom Angell, Governor Signs Marijuana Legalization Bill, Making History in U.S. Terri-
tory, FORBES (Sep. 21, 2018), https://www.forbes.com/sites/tomangell/2018/09/21/governor-signs-
marijuana-legalization-bill-making-history-in-us-territory/#1709d6dc27ea.

12 Alexandra Sifferlin, Puerto Rico Governor Signs Executive Order to Legalize Medical Mari-
Jjuana, TIME (May 4, 2015), https://time.com/3845638/puerto-rico-medical-marijuana/.

13 Kyle Jaeger, Governor Signs Bill Legalizing Medical Marijuana in the U.S. Virgin Islands,
MARIJUANA MOMENT (Jan. 19, 2019), https://www.marijuanamoment.net/governor-signs-bill-le-
galizing-medical-marijuana-in-the-u-s-virgin-islands/.

14 See Pub. L. No. 91-513, 84 Stat. 1242 (1970).

15DRUG PoL’Y ALL., A Brief History of the Drug War, https:/drugpolicy.org/issues/brief-history-
drug-war.

16 See Pub. L. No. 91-513, 84 Stat. 1280-81, §601 (1970).

17NATIONAL COMMISSION ON MARIHUANA AND DRUG ABUSE, MARIHUANA: A SIGNAL OF Mis-
UNDERSTANDING—THE OFFICIAL REPORT OF THE NATIONAL COMMISSION ON MARIHUANA AND
DRUG ABUSE 176 (1972).

18 Brent Staples, The Federal Marijuana Ban is Rooted in Myth and Xenophobia, N.Y. TIMES
(July 29, 2014), https://www.nytimes.com/2014/07/30/opinion/high-time-federal-marijuana-ban-is-
rooted-in-myth.html.

19 See https://www.dea.gov/history.

20 See 21 U.S.C. §812(c)(c)(10) (2019).

2121 U.S.C. §812(c)(c)(17) (2019).
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high potential for abuse; (2) no currently accepted medical use in
treatment in the United States; and (3) a lack of accepted safety
for use under medical supervision.22 Because of this, Schedule I
substances may not be dispensed under a prescription, and such
substances may only be used for bona fide, federal government-ap-
proved research studies.23

Individuals who want to conduct research on marijuana must do
so in accordance with the CSA and other federal laws. If avail-
ability of a controlled substance is sought for purposes of research,
the researcher must obtain a registration issued by the DEA.24
There are strict storage requirements with which all registrants
are expected to comply.25 Since 1968, the DEA has issued only one
license for the cultivation of marijuana for research to the Univer-
sity of Mississippi.26 The University of Mississippi’s application
was renewed in 2015,27 but no other applications have been ap-
proved by the DEA.28 However, in early 2020, the DEA proposed
a process to expand marijuana research in the United States. More
recently, in May 2021, the DEA announced that it may register ad-
ditional entities; however, formal agreements with those select en-
tities are still being finalized.

During the 1980s, Congress and President Ronald Reagan en-
acted many mandatory minimum penalties and increased the
length of existing penalties, particularly for drug and violent felo-
nies.2? The Reagan Administration also launched the “Just Say No”
campaign against drug use and enforced a “zero tolerance” policy
in relation to drugs.3? Congress created the U.S. Sentencing Com-
mission during this time period, as part of the Sentencing Reform
Act provisions of the Comprehensive Crime Control Act of 198431
to establish sentencing policies and practices for the federal courts,
“including guidelines to be consulted regarding the appropriate
form and severity of punishment for offenders convicted of federal

2221 U.S.C. §812(b)(1) (2019).

2321 U.S.C. §823(f) (2019). Under the CSA, only DEA-licensed doctors are allowed to prescribe
controlled substances listed in Schedules II-V to patients. See 21 C.F.R. §1306.03 (persons enti-
tled to issue prescriptions). Federal regulations stipulate that a lawful prescription for a con-
trolled substance may only be “issued for a legitimate medical purpose by an individual practi-
tioner acting in the usual course of his professional practice.” 21 C.F.R. § 1306.04.

24 See 21 U.S.C. §822; see also 21 C.F.R. §1301.11(a) (“Every person who manufactures, dis-
tributes, dispenses, imports, or exports any controlled substance or who proposes to engage in
the manufacture, distribution, dispensing, importation or exportation of any controlled sub-
stance shall obtain a registration unless exempted by law or pursuant to §§1301.22 through
1301.26.”).

25 All applicants and registrants must “provide effective controls and procedures to guard
against theft and diversion of controlled substances.” 21 C.F.R. § 1301.71.

26 National Institute on Drug Abuse, NIDA’s Role in Providing Marijuana for Research, avail-
able }z;lt https:/www.drugabuse.gov/drugs-abuse/marijuana/nidas-role-in-providing-marijuana-re-

rch.
5d.

28 Andrew Joseph, DEA Solicited Applications to Grow Marijuana for Research. It Hasn’t Ap-
proved One, STAT (July 24, 2017), https:/www.statnews.com/2017/07/24/dea-marijuana-licenses-
research/. In August of 2016, the DEA had announced the adoption of a new policy “designed
to increase the number of entities registered under the Controlled Substances Act (CSA) to grow
(manufacture) marijuana to supply legitimate researchers in the United States.” Applications
to Become Registered Under the Controlled Substances Act to Manufacture Marijuana to Supply
Researchers in the United Sates, 81 Fed. Reg. 53,846 (Aug. 12, 2016) (codified at 21 C.F.R. pt.
1301).

29 See U.S. SENTENCING COMM'N, 2011 REPORT TO THE CONGRESS: MANDATORY MINIMUM PEN-
ALTIES IN THE CRIMINAL JUSTICE SYSTEM 23 (2011).

30See Michael McGrath, Nancy Reagan and the Negative Impact of the ‘Just Say No’ Anti-
Drug Campaign, THE GUARDIAN (Mar. 8, 2016), https://www.theguardian.com/society/2016/mar/
08/nancy-reagan-drugs-just-say-no-dare-program-opioid-epidemic.

31Pub. L. No. 98-473, 98 Stat. 1837, 1987 (1984).
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crimes.” 32 The Sentencing Commission began to develop guidelines
that operated by establishing a mandatory minimum term of im-
prisonment where none had existed before,33 but Congress also
began to reenact mandatory minimums, many of which were put
in place through the Anti-Drug Abuse Act of 1986.34

The Anti-Drug Abuse Act of 1986 set forth the basic framework
of mandatory minimum penalties for federal drug trafficking of-
fenses. The Act established quantities that triggered those manda-
tory minimum penalties, ranging from five years to life imprison-
ment, which differed for various drugs.35 The Anti-Drug Abuse Act
established mandatory minimums of ten years for possessing with
intent to distribute, importing, or exporting 1000 kilograms or
more of a mixture or substance containing a detectable amount of
marijuana, and five years for possessing with intent to distribute,
importing, or exporting 100 kilograms or more of a mixture or sub-
stance containing a detectable amount of marijuana.36 In addition,
the Act established that a person convicted of possessing with in-
tent to distribute, importing, or exporting a controlled substance in
Schedule I (including marijuana) could be sentenced to up to 20
years in prison.37

The current federal statutory scheme prohibits the cultivation or
distribution of marijuana, the possession of marijuana with the in-
tent to distribute, as well as the importation and exportation of
marijuana.3® Marijuana offenses involve some of the same manda-
tory minimums as were mandated by Congress in the Anti-Drug
Abuse Act (ten years3° and five years,%° depending on the amount
at issue, and higher mandatory minimums ranging from 15 years
to life in prison, depending on recidivism and whether death or se-
rious bodily injury resulted).4!

The mere possession of marijuana, without intent to distribute,
is generally a misdemeanor subject to up to one year of imprison-
ment.42 A violation of this federal “simple possession” statute after
a single prior conviction under any federal or state drug law trig-
gers a mandatory minimum imprisonment term of 15 days (up to
a maximum of two years) and this increases to a minimum of 90

327.S. Sentencing Comm’n, Mission, available at https://www.ussc.gov/about-page.

33 See 18 U.S.C. §3553(b)(1) (provision severed and excised by United States v. Booker, 543
U.S. 220 (2005)).

34Pub. L. No. 99-570, 100 Stat. 3207 (1986). The Act established mandatory minimums in
21 U.S.C. §§841 (possession with intent to distribute controlled substances); 844 (simple posses-
sion); 845 (distribution to a person under 21 years of age); 845a (distribution near a school);
845b (use of a child in a drug operation); 960 (controlled substance import or export offenses);
and in 18 U.S.C. §924(e) (adding drug offenses to the Armed Career Criminal Act’s predicate
offense list).

35Pub. L. No. 99-570, 100 Stat. 3207—2 (1984).

36 Pub. L. No. 99-570, 100 Stat. 3207-2 and 3207-15 (1986). The Act established additional
mandatory minimums of 10 years, 20 years and life imprisonment depending on whether death
or serious bodily injury resulted from use of the drug or whether the offense was committed
following a prior felony drug conviction. See id.

37Pub. L. No. 99-570, 100 Stat. 3207-4 and 3207-17 (1986). With a drug prior, the maximum
sentence increased to 30 years. Id. If death or bodily injury resulted from use of the substance,
the Act mandated a mandatory minimum term of 20 years, and, with a drug prior, a sentence
of life in prison. Id.

38See 21 U.S.C. §§841(b)(1)(A)~(D) and 960(b)(1)~(4) (2019).

39 This mandatory minimum now includes the possession of “1,000 or more marihuana plants,
regardless of weight.” See 21 U.S.C. §841(b)(1)(A)(vii) (2019).

40This mandatory minimum now includes the possession of “100 or more marihuana plants,
regardless of weight.” See 21 U.S.C. § 841(b)(1)(B)(vii) (2019).

41See 21 U.S.C. §§841(b)(1)(A)—(B); 960(b)(1)—(2) (2019); see also 21 U.S.C. §851 (2019) (pro-
vides a procedure for a government filing seeking an enhanced penalty for a drug offender pre-
viously convicted of a “felony drug offense”).

4221 U.S.C. §844(a) (2019).
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days (and a maximum of three years) with multiple prior drug con-
victions.43 In a case concerning less than 50 kilograms of mari-
juana, a person can be subject to up to five years of imprison-
ment.44

Pursuant to the CSA, the federal government prosecutes a large
number of drug trafficking offenses. In fiscal year 2020, there were
64,565 cases reported to the United States Sentencing Commis-
sion.45 Of these, 16,501 cases involved drug trafficking, and 6.9%
of the cases involving drug trafficking involved marijuana.*6 Mari-
juana trafficking offenders have decreased by 67.3% since FY
2016.47 In fiscal year 2020, there were 1,118 marijuana trafficking
offenders, which reflects the continuing trend of a decreasing num-
ber of offenders since FY 2016.4% The vast majority of marijuana
trafficking offenders were men, at 88.8%, in fiscal year 2020.4°
Over half (59.8%) were United States citizens.?0 62% of marijuana
trafficking offenders prosecuted in federal court in fiscal year 2020
were Hispanic or Latino, 17.9% were Black, 14.9% were White, and
5.2% were offenders from other races.>! 65.4% had little or no prior
criminal history and 37.1% received a decreased sentence due to
minimal participation in the offense. 88% were sentenced to prison
and the average sentence of all marijuana trafficking offenders was
29 months.52 33.1% of all marijuana trafficking offenders were con-
victed of an offense carrying a mandatory minimum, although
73.9% were not subject to a mandatory minimum for the following
reasons: (1) 51.4% were determined to be eligible for a “safety
valve” reduction; (2) 8.9% provided substantial assistance to the
government; and (3) 13.6% provided substantial assistance and
were eligible for the safety valve.?3

The Federal Bureau of Investigation reported that police arrested
545,602 people for cannabis-related crimes in 2019. That arrest
rate is 9% higher than the 495,871 people arrested for violent
crimes the same year.5¢ Of the 1,067,764 arrests for all drug of-
fenses reported in the United States in Fiscal Year 2019,55 13.3%
were for the sale or manufacture of any drug and, of these, 3.3%—
or approximately 7,424 arrests—were for marijuana.>¢ In 2018, the
percentage of drug possession arrests relative to arrests for all drug
offenses was 86.7%; of these, 32.1% were for marijuana.5?

The possession, cultivation, or distribution of marijuana remains
a federal crime within every state that has legalized it. As a result,

43]1d.

4421 U.S.C. §841(b)(1)(D) (2019).

457U.S. Sentencing Comm’n, Quick Facts: Marijuana Trafficking Offenses, at 1, https:/
www.ussc.gov/sites/default/files/pdf/research-and-publications/quick-facts/Marijuana—FY20.pdf.

46]d.

47]d.

48]d.

491,

50 1d.

51]d.

52]d.

53]1d.

54 See Federal Bureau of Investigation, Uniform Crime Report, 2019 Crime in the United
States, Estimated Number of Arrests, United States, 2018 (Table 29), https://ucr.fbi.gov/crime-
in-the-u.s/2019/crime-in-the-u.s.-2019/topic-pages/persons-arrested. See also https:/
www.forbes.com/sites/emilyearlenbaugh/2020/10/06/more-people-were-arrested-for-cannabis-last-
year-than-for-all-violent-crimes-put-together-according-to-fbi-data/?sh=31c6fd71122f.

55See Federal Bureau of Investigation, Uniform Crime Report, 2018 Crime in the United
States, Estimated Number of Arrests, United States, 2018 (Table 29), https://ucr.fbi.gov/crime-
in-the-u.s/2018/crime-in-the-u.s.-2018/tables/table-29.

56 See id.

57 See id.
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a person who grows, possesses, uses, sells, transports, or distrib-
utes marijuana, even if done in a way that is consistent with state
law or authorized by a state license, is nonetheless in violation of
the CSA and remains subject to federal prosecution. In addition,
because marijuana is still a federally-controlled substance, the ap-
plication of various money laundering and banking laws has ham-
pered the ability of commercial marijuana establishments to obtain
the necessary financing and financial services to establish and
grow their businesses.?® On April 19, 2021, the House of Rep-
resentatives passed H.R. 1996, the “Secure And Fair Enforcement
Banking Act of 2021” (the “SAFE Banking Act of 2021”) by a vote
of 321-101. This bipartisan bill addresses the barriers affecting
cannabis companies’ access to financial services; however, the bill
does not address the status of cannabis as an illegal substance
under federal law.

1. IMPACT ON MINORITY COMMUNITIES

As noted above, cannabis policies with a disproportionate impact
on minority communities began in the early part of the 20th cen-
tury. Beginning in the 1960s, national policies emphasized a law
enforcement-focused approach that exacerbated problems in cities
throughout the country.5® The War on Drugs amplified these prob-
lems by distorting the statistics that tied drug addiction to in-
stances of crime.®® The national conversation thus shifted away
from eradicating the causes of crime and focused it on punishing
the criminal.6? “Drug users” became synonymous with people of
color. As noted in The Atlantic, “Shifting public perception in this
way ultimately served to reinforce the ‘necessity’ of Nixon’s drug
war. Once addicts were no longer seen as sick victims of a society
that systematically excluded them, no one would mind when they
were simply locked up. In fact, incarceration was for the nation’s
own good.” 62 This “lock them up” mentality continued through the
1980s and 1990s.63

Enforcement of marijuana laws has been a key driver of mass
criminalization in the United States. As noted above, in 2018, there
were over 533,400 marijuana-related arrests.64 Of these, almost
526,000 were arrests for marijuana possession.6®> The drug war has
produced profoundly unequal outcomes across racial groups, mani-
fested through significant racial disparities throughout the criminal
justice system.

The higher arrest and incarceration rates for communities of
color do not reflect a greater prevalence of drug use, but rather the
focus on law enforcement on urban areas, lower income commu-

58 See generally Gustav Stickley, The SAFE Banking Act: A Reasonable and Narrowly Tailed
Approach to Addressing Public Safety Concerns and Lack of Financial Services in Today’s Can-
nabis Industry, JD Supra (July 8, 2021) https:/www.jdsupra.com/legalnews/the-safe-banking-
act-a-reasonable-and-2393575/.

59 See Emily Dufton, The War on Drugs: How President Nixon Tied Addiction to Crime, THE
ATLANTIC (Mar. 26, 2012), https://www.theatlantic.com/health/archive/2012/03/the-war-on-drugs-
hovg-}l)iresident-nixon-tied-addiction-to-crime/Z54319/‘

60]d.

63 Matthew Yglesias, The Real Reason Mass Incarceration Happened, VOX (Apr. 11, 2016),
https://www.vox.com/2016/4/11/11399870/mass-incarceration-cause.

64 See supra notes 62 and 63.

65 See supra note 63.



31

nities, and communities of color.66 In fact, nearly 80% of people in
federal prison and almost 60% of people in state prison for drug of-
fenses are Black or Latino.67 In its seminal 2013 report, “The War
on Marijuana in Black and White,” the American Civil Liberties
Union found:

[Oln average, a Black person is 3.73 times more likely
to be arrested for marijuana possession than a white per-
son, even though Blacks and whites use marijuana at simi-
lar rates. Such racial disparities in marijuana possession
arrests exist in all regions of the country, in counties large
and small, urban and rural, wealthy and poor, and with
large and small Black populations. Indeed, in over 96% of
counties with more than 30,000 people in which at least
2% of the residents are Black, Blacks are arrested at high-
er rates than whites for marijuana possession.68

2. COLLATERAL CONSEQUENCES

The collateral consequences of even an arrest for marijuana pos-
session can be devastating, especially if a felony conviction results.
Those arrested can be saddled with a criminal conviction that can
make it difficult or impossible to vote, obtain educational loans, get
a job, maintain a professional license, secure housing, receive gov-
ernment assistance, or even adopt a child.6® These exclusions cre-
ate an often-permanent second-class status for millions of Ameri-
cans. Like drug war enforcement itself, these consequences fall dis-
proportionately on people of color. For non-citizens, a conviction can
trigger deportation, sometimes with almost no possibility of discre-
tionary relief.’0 In fact, simple marijuana possession was the
fourth most common cause of deportation for any crime in 2013.71
More than 13,000 people were deported in 2012 and 2013 just for
personal marijuana possession.?2

Today, overcriminalized communities continue to suffer the con-
sequences of failed drug policies, even in states that have legalized
marijuana, where arrests have dropped for marijuana crimes.”3 Le-
galization has not generated a reduction of the rate at which Black
and Latino people are arrested in these states.” In fact, many
states have seen an even steeper rise in the percentage of African-
Americans and Latinos having their lives impacted by a marijuana
arrest.” Two years after decriminalization in Washington, DC, a

66 See Drug Policy Alliance, Race and the Drug War, http://www.drugpolicy.org/issues/race-
and-drug-war.

67 See id.

68 Amer. Civil Liberties Union, THE WAR ON MARIJUANA IN BLACK AND WHITE (June 2013),
at 4.

69 See Drug Policy Alliance, Just a Slap on the Wrist?: The Life-Changing Consequences of a
Marijuana Arrest (Feb. 2016), at http://www.drugpolicy.org/sites/default/files/
DPA_Fact%20sheet_Harms%200f%20Marijuana%20Criminalization_%28Feb.%202016%29.pdf.

70See Jason Cade, The Plea Bargain Crisis for Noncitizens in Misdemeanor Court, 34
CARDOZO L. REV. 1754 (2013).

71 See Drug Policy Alliance, supra note 77, at 1.

72 See id.

73 See German Lopez, After Legalization, Black People Are Still Arrested at Higher Rates for
Marijuana than White People, VOX (Jan. 29, 2018), https://www.vox.com/policy-and-politics/2018/
1/29/16936908/marijuana-legalization-racial-disparities-arrests.

74 See id.

75 See id.
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Black person was 11 times more likely than a white person to be
arrested for public use of marijuana.”é

Public support for making marijuana legal has increased over the
past two decades.”” The resulting trend in state-level legalization
of marijuana has placed states in apparent conflict with federal law
and, as a result, the Justice Department has struggled with how
to continue to uphold federal law in this context. Meanwhile, nu-
merous difficulties have arisen as states seek to develop a frame-
work for a legal cannabis industry without easy access to banking
and credit. Because marijuana is still a controlled substance under
the CSA, the specter of prosecution for participation in the can-
nabis industry looms large, even though medicinal or recreational
marijuana is legal in 33 states and the District of Columbia.

In addition, the collateral consequences suffered by those with
marijuana convictions are numerous and vast. Many criminal jus-
tice advocates argue that expunging marijuana convictions is a nec-
essary addition to any legalization measure.”® Moreover, they be-
lieve that people who have been harmed by marijuana enforcement
should have a place in the burgeoning marketplace created by le-
galization. They further argue that reform efforts should enable
people who have struggled to find employment due to drug convic-
tions to participate meaningfully in the marijuana industry.”® They
contend that excluding people directly impacted by criminalization
from the marijuana industry further entrenches the outsized im-
pact that the War on Drugs has had on communities of color.8°

Hearings

For the purposes of clause 3(c)(6)(A) of House Rule XIII, the fol-
lowing hearings were used to develop H.R. 3617: On March 11,
2021, the Crime Subcommittee held a hearing entitled, “Controlled
Substances: Federal Policies and Enforcement,” which included tes-
timony on the harsh impact of current federal laws and policies re-
lated to marijuana and the pressing need for reform. The witnesses
at the hearing were: Nicole M. Austin-Hillery, Executive Director,
US Program, Human Rights Watch; Howard Henderson, Founding
Director, Center for Justice Research, Texas Southern University
and Nonresident Senior Fellow, Governance Studies, Brookings In-
stitution; Derek Maltz, Former Special Agent in Charge, Special
Operations Division, U.S. Department of Justice; and Katharine
Neill Harris, Alfred C. Glassell, III, Fellow in Drug Policy, Rice
University’s Baker Institute for Public Policy.
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LEGALIZATION (Jan. 2018), at 31, http://www.drugpolicy.org/sites/default/files/
dpa_marijuana_legalization_report_feb14 2018 0.pdf.
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08/americans-support-marijuana-legalization/.
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TABLE TRUSTS (Nov. 20, 2017), https:/www.pewtrusts.org/en/research-and-analysis/blogs/
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expungement.
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Last Congress, the Committee’s hearing on “Marijuana Laws in
America: Racial Justice and the Need for Reform,” held on July 10,
2019, discussed a variety of issues relative to the need for reform
of marijuana laws in America, including criminal justice equity
concerns and public health considerations. The witnesses at the
hearing were: G. Malik Burnett, Washington, DC; Marilyn Mosby,
State’s Attorney for Baltimore City; David L. Nathan, Doctors for
Cannabis Regulation; Neal Levine, Chief Executive Officer, Can-
nabis Trade Federation. Subsequently, the Committee reported out
a previous version of this bill, the “MORE Act of 2020,” which later
passed the House by a bipartisan vote of 228-164.

Committee Consideration

On September 30, 2021, the Committee met in open session and
ordered the bill, H.R. 3617, favorably reported as amended, by a
rollcall vote of 26-15, a quorum being present.

Committee Votes

In compliance with clause 3(b) of House Rule XIII, the following
rollcall votes occurred during the Committee’s consideration of H.R.
3617:

1. An amendment by Mr. Tiffany of Wisconsin to change the defi-
nition of “eligible entities” to include individuals “whose leadership
does not include an individual who has been convicted of an offense
under State or Federal law involving rioting, looting, or destruction
of property,” was defeated by a rollcall vote of 15 in favor and 19
against. The vote was as follows:



Roll Call Ne. \ 0

D PASSED

E]’ FAILED
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