S. HrG. 116-82

CHALLENGES FOR CANNABIS AND BANKING:
OUTSIDE PERSPECTIVES

HEARING

BEFORE THE

COMMITTEE ON
BANKING, HOUSING, AND URBAN AFFAIRS
UNITED STATES SENATE

ONE HUNDRED SIXTEENTH CONGRESS
FIRST SESSION
ON

EXAMINING CHALLENGES THAT STATE-SANCTIONED BUSINESSES IN
THE CANNABIS INDUSTRY HAVE WHEN ATTEMPTING TO ACCESS
MAINSTREAM FINANCIAL SERVICES

JULY 23, 2019

Printed for the use of the Committee on Banking, Housing, and Urban Affairs

&R






S. HrG. 116-82

CHALLENGES FOR CANNABIS AND BANKING:
OUTSIDE PERSPECTIVES

HEARING

BEFORE THE

COMMITTEE ON
BANKING, HOUSING, AND URBAN AFFAIRS
UNITED STATES SENATE

ONE HUNDRED SIXTEENTH CONGRESS
FIRST SESSION
ON

EXAMINING CHALLENGES THAT STATE-SANCTIONED BUSINESSES IN
THE CANNABIS INDUSTRY HAVE WHEN ATTEMPTING TO ACCESS
MAINSTREAM FINANCIAL SERVICES

JULY 23, 2019

Printed for the use of the Committee on Banking, Housing, and Urban Affairs

&R

Available at: https://www.govinfo.gov/

U.S. GOVERNMENT PUBLISHING OFFICE
38-310 PDF WASHINGTON : 2019



CONTENTS

TUESDAY, JULY 23, 2019

Page
Opening statement of Chairman Crapo ..........cccecceeeeiiiereriiieeniieeeeeeeenieeeesveeeeens 1
Prepared statement ..........cccooociiiiiiiiiii e 32
Opening statements, comments, or prepared statements of:
Senator Brown ............... 2
Prepared statement 32
WITNESSES
Cory Gardner, A U.S. Senator from the State of Colorado ........ccccceeeevveeecrveennnns 4
Prepared statement ...........ccceeciiiiiiiiiiiiieceeeee e 33
Jeff Merkley, A U.S. Senator from the State of Oregon 6
Prepared statement ..........ccccooociiiiiiiiiiiieieeee e 35
Rachel Pross, Chief Risk Officer, Maps Credit Union, on behalf of the Credit
Union National Association ..
Prepared statement ...........cccoociviiiiiiiiiiii e 37
Responses to written questions of:
SeNator BrOWI ....c.cociiiiiiiieiieii ettt 60
Senator REEd .......cccuiiioiiiiiiiieceee ettt e e 60
SenAator WAITEIL ....coeeiiiiieiiiiieccciiee et et e ettt e e etreeeeveeeeeveeeeeasseeeeaseeennnes 61
Senator Cortez Masto .......cccveeiceiieieiiiieceiee ettt eeaeeeenes 65
Joanne Sherwood, President and CEO, Citywide Banks, on behalf of the
American Bankers ASSOCIAtION .....cccooeveiiiiiiiieiiie ettt et ere e 10
Prepared Statement ...........occoeiieiiiiiiiiiiiee s 41
Responses to written questions of:
Senator BrOWN ......cccooooiiiiiiiieccee e 69
Senator REEd .......ccciiiiiiiiiiiieccee et 70
SeNator WATTEN ....coociiiiiiiiiiiiiietee ettt sttt et 71
Senator Cortez Masto .......ccoceeiiieiiiiiiiiieiteceeeeee e 74
Garth Van Meter, Vice President of Government Affairs, Smart Approaches
B0 MATIJUANA ..veiiiiiiieeiiieeeieeeeie e eeite e et e e e veeeetvee e abaeeeseseeeessseeesssseaesssseasssseeasnnns 12
Prepared statement ............ccocccviieiiiiiiiecee e 44
Responses to written questions of:
Senator Reed .....cocccooiiiiiiiiiiiiiei e 75
John Lord, CEO and Owner, LivWell Enlightened Health ... 13
Prepared statement ...........cccoooviiiiiiiiiii e 57
Responses to written questions of:
Senator BrOWI ......ccocooiiiiiiiie ettt e e 77
Senator Reed ........ccoiiiiiiiiiiiiccce et 79
Senator Menendez ..........cccceeeeciieieiiee et eree et era e e 80
SeNAator WATTEI ....ceeeeeiiiieiiieecieeeeiee et e eeireeeeireeestreeeeaveeeenesaeessrseeennnns 81
Senator Cortez Masto .......cccooviiiieriiirieieee e 84
Senator SINEMA .....occeoiiiiiiiiiiieteee ettt 86
ADDITIONAL MATERIAL SUPPLIED FOR THE RECORD
Letter submitted by Moms Strong ......cccccocievieeniieniiiiiienieeieeeeee e 88
“Concerns About CBD”, by David G. Evans, CIVEL .......ccccceeeviiiiiiiiecieceeeee 99
“Marijuana Use and Mental Illness and Brain Damage”, by David G. Evans,
(02 74171 TSRS 109



Letter submitted by Americans Against Legalizing Marijuana ...........c.cccceuveennes 122

Letter submitted by the National Association of State Treasurers ......... 124
Resolution submitted by the National Association of State Treasurers 125
Statement submitted by Scott Matas, Mayor of Desert Hot Springs, CA .. 127
Letter submitted by the Faith and Freedom Coalition ..........ccccoecvevirriirnninennnn.. 130
Letter submitted by former Directors of the Office of National Drug Control

0] T 2SS 132
Statement submitted by Nicole Fried, Commissioner, Florida Department

of Agriculture and ConsSumer SErviCeS ......ccccccceereeieerivreerriieeeniieessreeesseveeesssnens 134

Statement submitted by Randal John Meyer, Executive Director of the Global
Alliance for Cannabis Commerce
Statement submitted by the ICBA

Letter submitted by the Marijuana Victims Alliance, RE: Impaired Driving .... 218
Letter submitted by the Marijuana Victims Alliance, RE: Mental Illness ......... 220
Letter submitted by Bridget Hagan, Executive Director, The Insurance Coali-

BIOTL ettt ettt e et e et e e e ae e e e e e e e anae 222
Letter submitted by NAFCU ....coooiiiiiiiiiiieeeeee ettt 223
Email submitted by Chairman Crapo .........cccccceeeeieerniieeiiiieeeieeeeieeeeeeessveeeens 225
Statement submitted by the American Property Casualty Insurance Associa-

BIOML ettt et ettt e e ettt e e bt e e et e e e e aaeeeearee 227

Statement submitted by Ernest Martinez, Director at Large of the National

Narcotic Officers’ Associations’ Coalition .......cc.cccccevveiiieniieiiieniiienieneeeee,
Letter submitted by the Marijuana Policy Project ....................
Letter submitted by the National Armored Car Association .. .
Statement submitted by National Association of Mutual Insurance Cornpa-

THIBS  cetteeitie ettt ettt e ettt e et e ettt e ettt e et e e e e bt e e e a bt e e e bt e e e bt e e e eabt e e e bbteeebbeeeeanbeeearaeas 244
Statement submitted by Aaron Smith, Executive Director and Cofounder

of the National Cannabis Industry Association ...........ccccecveeeeiieeivcrieeecveeennnen. 256
Statement submitted by Natural Products Association ...........cccccceevienieniieennnen. 259
Letter submitted by CADCA .......oooiiiiiiiiieeeiteeeteeetee et e e et e e e e s 260
Letter submitted in support of the SAFE Banking Act of 2019 .........cceeeeuvvennns 261

Letter submitted by Physicians, Families and Friends .........cccccooeeviiiniinnennnn. 263
Testimonials in support of the SAFE Banking Act of 2019 ..... .
Letter submitted by Scott Talbott, Senior VP of Government Affairs, Elec-

tronic Transactions ASSOCIAtION .......ccccueeriiiiiienieeiienieeiee et sere e 357
Statement submitted by Paul Armentano, Deputy Director, National Organi-

zation for the Reform of Marijuana Laws .........ccccccceeeviiieiiiieeecieeeeieeeeieee s 359
Letter submitted by U.S. trade associations in support of the CLAIM Act ........ 362
Personal Stories Submitted to Senator Jeff Merkley .........ccccoevvvvvrviiiiniiiiernnnenn. 363
Statement submitted by Saphira Galoob, Executive Director, National Can-

nabis Roundtable ..ot 405
Letter submitted by Jim King, Executive VP and CCO, The Scotts Miracle-

GT0 COMPATLY .eecuvveieeirieeeiiieeeiieeeeiteeesteeeeeseeessseeasssseeassseeesssseesssssesssssesessssesansees 408
Letter submitted by Robin L. Wiessmann, Secretary, Department of Banking

and Securities, Commonwealth of Pennsylvania ..........ccccoccevviiiiiiviiiincneennnnen. 410
Statement submitted by A. Marc Perrone, President, United Food and Com-

mercial Workers International Union ...........ccccevviieiieniiienieniicnieeieeeeeeeeee, 411
Letter submitted by Heidi Williams, Mayor, City of Thornton, CO .................... 414

av)



CHALLENGES FOR CANNABIS AND BANKING:
OUTSIDE PERSPECTIVES

TUESDAY, JULY 23, 2019

U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,
Washington, DC.

The Committee met at 10:04 a.m., in room SD-538, Dirksen Sen-
ate Office Building, Hon. Mike Crapo, Chairman of the Committee,
presiding.

OPENING STATEMENT OF CHAIRMAN MIKE CRAPO

Chairman CRAPO. The Committee will now come to order.

Before we get started, we have two witness panels this morning.
Senator Brown and I will give our opening remarks first, and then
we will hear from Senators Gardner and Merkley. Once the Sen-
ators have finished their statements, we will proceed with our sec-
ond panel of witnesses.

Today the Committee will hear from witnesses about the chal-
lenges that State-sanctioned businesses in the cannabis industry
have when attempting to access mainstream financial services.

Under the Controlled Substances Act, marijuana, or cannabis, is
currently considered a Schedule 1 drug.

Being categorized as a Schedule 1 drug means that the posses-
sion, distribution, or sale of marijuana or other marijuana-derived
products is illegal under Federal law, and any proceeds from can-
nabis-related activities remain subject to U.S. anti—money-laun-
dering laws, such as the Money Laundering Control Act.

In the last several years, many States have used ballot initia-
tives or referendums that have legalized marijuana in some form,
whether for recreational or medical use.

Currently, there are 11 States plus the District of Columbia
where it is legal to buy and consume recreational marijuana, and
medical marijuana as well, and there are 22 States plus D.C. that
have approved medical marijuana—totaling 33 States in all that
have some form of legal marijuana.

Senators Gardner and Merkley have introduced bipartisan legis-
lation that attempts to ease some of the difficulties resulting from
marijuana’s illegal Federal status and more lenient State laws.

I have spoken many times with Senator Gardner on this bill and
appreciate the hard work that each Senator has done on this legis-
lation, and I look forward to hearing from each of you very soon.

Our second panel of witnesses will highlight challenges that in-
stitutions face in banking different parts of the marijuana industry,
how marijuana-related businesses operate and the complications
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that they have faced in accessing financial services, and, finally,
how the SAFE Banking Act would work.

We will also hear concerns over advocates pushing to legalize
marijuana, the effects of the SAFE Banking Act in light of mari-
juana continuing to be illegal under Federal law, and health harms
and addictions that marijuana can lead to.

I look forward to learning more about the SAFE Banking Act and
understanding how the safe harbor would work, what the compli-
ance challenges regarding interstate commerce could be, and the
challenges presented when banking legacy cash, specifically ensur-
ing that the legacy cash complies with the FinCEN guidance.

Having a conversation about whether banks should be able to
provide banking services to entities engaged in federally illegal be-
havior, but behavior which is legal in some States, brings up an
issue and a concern of mine that there has been a big push—where
we have seen a big push to choke off legal industries from the
banking sector.

I have said this many times and I will say it again, Operation
Choke Point was deeply concerning to me because law-abiding
businesses were targeted strictly for operating in an industry that
some in the Government disfavored. Under fear of retribution,
many banks have stopped providing financial services to members
of these lawful industries for no reason other than political pres-
sure, which takes the guise of regulatory and enforcement scrutiny.

Operation Choke Point was inappropriate, and Congress needs to
pass legislation to prevent future Operation Choke Point Initia-
tives.

Senator Brown.

OPENING STATEMENT OF SENATOR SHERROD BROWN

Senator BROWN. Thank you, Mr. Chairman. And, Senators
Merkley and Gardner, welcome, and to the second panel also.

Over the past several years, voters and legislatures in nearly
every State have, to some degree, legalized or decriminalized can-
nabis. In my State of Ohio, medical cannabis is legal; dispensaries
opened earlier this year.

The legal cannabis industry is one of the fastest growing in the
United States. It employs hundreds of thousands of people, many
of whom are represented by unions like the United Food & Com-
mercial Workers International Union.

These Americans work hard to support themselves and their
families, just like workers in any other industry. They deserve the
same rights and protections. Yet in States like Ohio, these workers
and businesses find it difficult to access the banking system. That
puts them and the Americans they do business with at risk.

No matter how you feel about marijuana itself, we have a duty
to look out for the workers who work in this industry and for the
communities we represent.

Without access to the banking system, legal cannabis businesses
are forced to operate in the shadows, dealing in large amounts of
cash. It puts a robbery target on the backs of workers. It creates
a safety hazard for communities. It can make it harder to monitor
transactions and combat money laundering. Getting paid in cash
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means it is difficult to get a credit card, prove your income to get
a loan, or even keep your personal bank account.

That can force workers to turn to shady outfits like payday lend-
ers and check-cashing services that charge high fees and interest
rates, trap people in a cycle of debt, and make low-income people
even poorer.

Companies or workers that have found a bank willing to handle
their unique business often pay high fees and are limited to only
the most basic financial services.

This problem does not just affect the cannabis industry. It affects
people that you might not think of. Plumbers, welders, and elec-
tricians service retail locations and other facilities. Lawn care and
gardening companies, like Scotts Miracle-Gro in Ohio, sell mate-
rials and equipment. All these businesses want to serve their cus-
tomers and support their workers, but they do not want to lose
their longstanding banking relationships in the process.

Community banks and credit unions in Ohio and in other States
want to serve the cannabis industries in these communities. In
fact, when I recently met with members of the Community Bankers
Association of Ohio and the Ohio Bankers League and the Ohio
Credit Union League earlier this year, nearly every hand shot up
when I asked if this affected them.

But we know serving this industry comes with legal and super-
visory risks because of the tension, as the Chairman said, between
Federal and State laws. It requires extra layers of due diligence,
challenging and costly for banks and credit unions.

Banks and credit unions play a key role in monitoring our finan-
cial system for fraud, money laundering, and other illegal activi-
ties. It is critical that we maintain our robust anti—money-laun-
dering framework. And access to the banking system is essential
to keeping our communities safe and ensuring full participation in
the economy.

We cannot continue to ignore this industry and the thousands of
workers and communities it affects.

We also know that today’s hearing is just one piece of the con-
versation Congress must have on marijuana policy. People should
not be thrown in jail or have their futures jeopardized by a crimi-
nal record over nonviolent marijuana offenses.

Let me say that again. People should not be thrown in jail or
have their futures jeopardized by a criminal record over nonviolent
marijuana offenses.

Everyone should have access to the medicine they need to care
for themselves and their families.

I am looking forward to hearing the perspectives of all of our wit-
nesses, Mr. Chairman.

Chairman CraPO. Thank you, Senator Brown.

As I mentioned previously, we have two witness panels today. On
Panel 1, we will receive testimony from the Honorable Senator
Cory Gardner, of Colorado, and the Honorable Senator dJeff
Merkley, of Oregon.

On Panel 2, we will receive testimony from Ms. Rachel Pross,
who is the chief risk officer of Maps Credit Union; Ms. Joanne
Sherwood, president and CEO of Citywide Banks; Mr. Garth Van
Meter, vice president of Government affairs of Smart Approaches
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to Marijuana, or SAM; and Mr. John Lord, CEO and owner of
LivWell Enlightened Health.

Senators Gardner and Merkley, you may proceed with your state-
ments.

Senator Gardner.

STATEMENT OF CORY GARDNER, A U.S. SENATOR FROM THE
STATE OF COLORADO

Senator GARDNER. Thank you, Mr. Chairman, thank you, Rank-
ing Member Brown, as well as to everyone on the panel for the op-
portunity to speak before you today.

This is a difficult hearing, difficult topic. I know that. But we
were sent here to deal with difficult topics, and I am grateful for
the opportunity to talk about this today. It is an important step
forward, the first hearing we have had on this issue, as the Federal
Government wakes up to the reality that the cannabis issue is not
going to go away, and we must have action.

There has been a dramatic shift in Americans’ views of cannabis
in recent years. Polling shows that about 65 percent of Americans
support legalization of marijuana; 93 percent—93 percent—of the
American public support medical marijuana.

In fact, majorities of both parties support legalization. In a time
when all the talk is about how divided we are in the country, we
are remarkably united on this issue.

Given that support, it should not be surprising that the vast ma-
jority of States have changed their laws. Forty-seven States now
allow some form of cannabis. I recognize that my good friends from
the three that have not—Idaho, Nebraska, and South Dakota—are
on this Committee. That represents more than 95 percent of our
po%ulation living in a State with laws allowing some form of can-
nabis.

Thirty-three States have legalized medical marijuana. Eleven
allow regulated adult use.

It is happening in the bluest of blue States, the reddest of red,
and—in Colorado—the purplest of purples. It is happening in tradi-
tionally progressive States like Oregon, Massachusetts, and Cali-
fornia. It is happening in fiercely independent States like Colorado,
Alaska, and Maine. It is happening in conservative States like
North Dakota and Georgia. It 1s happening in Rust Belt States like
Pennsylvania and Ohio.

Last year alone, Michigan, Missouri, Oklahoma, Utah, and
Vermont all adopted or expanded marijuana programs.

In short, the States are leading on this issue. It is the States that
are leading on this issue, and the Federal Government has failed
to respond. It has closed its eyes and plugged its ears and pre-
tended and hoped that the issue will just go away. But it will not.

This disconnect between Federal and State marijuana laws has
become, as the Attorney General has testified, both “intolerable”
and “untenable.” The dramatically expanding cannabis industry
presents real challenges for our Nation. I have been a skeptic about
cannabis legalization. It is no secret that I opposed legalization in
Colorado.

I was concerned about the effects of legalization on Colorado’s
youth and public safety. I was leery of breaking with the Federal
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Government. I was uneasy about adding another intoxicant into
our culture, and I did not—and still do not—want to encourage my
own children to use marijuana.

Several years into legalization in Colorado, I can say, though,
that the sky has not fallen. There are challenges to be sure: Colo-
rado has seen an increase in transient populations. There are con-
cerns about traffic safety and hospitalizations, and cannabis has
been illegally trafficked into neighboring States.

But according to a recent JAMA Pediatrics report, youth use is
about 10 percent lower in legalized States. One strong theory as to
why that is the case is that legal dispensaries both force out illegal
sellers and enforce age limits. So youth actually have less access
to marijuana.

The data on crime are mixed. Marijuana offenses are down. Colo-
rado has also experienced an increase in violent crime, but that is
lsikely driven by an increase in transient populations moving to the

tate.

At the same time, the State has brought in over $1 billion in tax
revenue. Last year alone, the State received more than $266 mil-
lion in marijuana taxes. Millions of those dollars are ending up in
Colorado schools.

In short, the sky is not falling in Colorado. Instead, what makes
the current situation intolerable and untenable is the disconnect
between Federal and State law.

For instance, every single State-legal cannabis transaction in
Colorado is federally illegal. That means the dollars involved are
the proceeds of an unlawful transaction under the Federal money-
laundering statutes. That means that all of the different parts of
our economy that connect to any legitimate business—plumbers,
electricians, lawyers, accountants, landlords, et cetera—risk becom-
ing Federal criminals for serving a client legal under Colorado law.

That also means that the $1.5 billion industry a year in Colorado
is nearly all cash. Banks will not accept industry money for fear
of regulatory action or Federal forfeiture. Keeping those dollars out
of banks means we lose the ability to trace where the dollars go.
It also means that it is harder to ensure that all taxes are being
paid. It makes it easier for criminals in the illicit market to pose
as legitimate. And it leaves hundreds of millions of dollars of cash
in the State.

For example, the State Department of Revenue has one location
that accepts cash. Just one location. So business owners in the
western part of the State often have to drive 5 or more hours with
tens of thousands of dollars in cash just to pay their taxes.

The cash creates a genuine public safety problem. Stockpiles of
cash make the industry a target for thieves. In 2016, a 24-year-old
former Marine was tragically shot and killed while on duty as a se-
curity guard at a dispensary.

And we are making it hard for these businesses to comply with
the law. A few months ago a partner at a major national law firm
told me that the firm’s bank accounts were going to be shut down
because they counsel State-legal cannabis clients.

I have also heard from the city officials in the town of Desert Hot
Springs, California. For them, lack of banking means that when
they take in a million dollar bond for a cannabis business, it takes
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days to count the cash. It takes several employees off their normal
work, and it requires extra security guards in their offices.

All of this is just scratching the surface of the financial services
problems caused by the Federal/State disconnect. I have not men-
tioned the problems with research or veterans’ access or the EPA
refusing to certify pesticides for use on cannabis or the FDA’s
struggles to police advertising claims or the confusion created for
law enforcement or any of the other myriad problems that con-
tribute to this intolerable and untenable situation.

Congress simply must act.

Our failure to act seems to be grounded in two incorrect assump-
tions. The first is that we can continue prohibition. We cannot. We
are a Government of the people, and the people have changed their
views. So our laws must change.

The second is that we can come to a national consensus for full-
throated legalization in the near future.

We cannot. There are still too many unanswered questions.
Many States have legitimate concerns. If those seeking reform in-
sist on swinging for the fences, they will strike out and lose the
chance for real improvement.

I believe Senator Merkley recognizes this. I appreciate his efforts
to provide real concrete improvement for the financial services in-
dustry with the SAFE Banking Act. And I believe Senator Warren
recognizes this. I appreciate her efforts to forge a compromise to
allow the States to move at their own pace with the STATES Act.

And I believe you, Mr. Chairman, and you, Ranking Member
Brown, my friends on the Committee, will see through this hearing
that we must act.

Thank you for holding this hearing. Thank you very much for the
opportunity to speak with all of you today.

Chairman CrAPO. Thank you, Senator Gardner.

Senator Merkley.

STATEMENT OF JEFF MERKLEY, A U.S. SENATOR FROM THE
STATE OF OREGON

Senator MERKLEY. Thank you very much, Mr. Chairman, for
holding this hearing.

We have a fundamental conflict regarding States rights and Fed-
eral rights. It was back way back in 1996 that Oregon developed
a medicinal marijuana program, so that is quite a long time ago.
We are talking 23 years.

During that period we have seen that the Nation has changed,
and many States have exercised their State rights—their State
rights—to address what they felt was in the best interest of their
citizens.

But there is the heavy hand of the Federal Government here try-
ing to make life as miserable as possible for citizens across our Na-
tion. So our basic argument is let us stand with States rights, let
us stand with the judgment from across the Nation that individ-
uals are doing—the legislators are doing the best they can for their
people and not proceed to create a Federal chaos that is good for
money laundering and it is good for organized crime and it is good
for robbery and it is good for cheating on your taxes and it is good
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for cheating on your payroll, but it is bad for citizens. Let us cor-
rect this problem in this fundamental relationship.

I am delighted that one of my constituents, Rachel Pross, of
Maps Credit Union, is here to testify about the viewpoint from our
State. But across the country, businesses operating legally under
State laws are faced with banking and safety challenges.

Oregon passed their ballot measure for the use of cannabis, a
vote of the people, way back 23 years ago, and in 2014 passed an-
other measure legalizing and regulating adult-use cannabis. How-
ever, these cannabis businesses and other related companies that
serve the industry—landlords, lawyers, security companies, oth-
ers—have been operating in all cash without access to bank ac-
counts. I have here 129 stories from Oregon and from across the
Nation that I would like to submit for the record, Mr. Chairman.

Chairman CraPO. Without objection.

Senator MERKLEY. I would like to note that among these stories,
one is regarding a certified hemp processing plant. Now, we chose
as Congress federally to legalize hemp as an ordinary farm product
in last year’s farm bill, but, unfortunately, this provision that we
have regarding cannabis has been extended in many cases to com-
pletely hamper the ability of the hemp agricultural industry, which
is exploding across the country, to be able to operate with our nor-
mal financial services. And Andrew, an attorney in Portland, Or-
egon, had two bank accounts closed because of his providing legal
services. Do we really want the situation where citizens operating
under States rights in this country, operating in the best interests
of their citizens as judged by their States, are unable to access at-
torney services? That is not a provision acceptable under the vision
of equal justice under the law.

Forcing legal businesses to operate in all cash is dangerous for
our communities. I saw this with my own eyes when I joined an
Oregon businessman, Tyson Haworth, on a trip to our State capital
in Salem to pay his tax bill. He had his quarterly payment of
$70,000 in a backpack. He turned it over on a table, and it just
kind of spread out across the whole table, and some of it fell onto
the floor, and it was, like, wow, that is a lot of money to be car-
rying around in a backpack. We then drove down to the State cap-
ital and had to go through three levels of security for him to be
able to pay his taxes. As you approached the building, there were
police cars and patrol members, and then they would tell you
which floor to go to, but not which room. And then you had another
set of security, and then you had another set of security in the
room where you deposit it, because millions of dollars in cash were
flowing in from all corners of the State. This is one of the most ab-
surd things that I have ever witnessed, and it created—there are
a lot of costs that reverberate back through the industry that are
just really unfair and unacceptable and dangerous.

We are putting safety at risk when companies are conducting
themselves legally under State-passed legislation, State rights. So
many constituents have reached out to share their stories, and that
is why we are delighted that you are holding this hearing for a
chance for us to present these stories to the Committee for consid-
eration.
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I appreciate the work of the Oregon Retailers of Cannabis Asso-
ciation, the National Cannabis Industry Association, and NORML,
the National Organization for the Reform of Marijuana Laws for
sharing and putting together these stories that I have submitted
for the record.

Across the country more and more States are following the exam-
ple established in the initial States more than two decades ago, red
States, blue States, purple States, whether it is allowing the cul-
tivation of hemp and its derivatives, such as CBD, which was legal-
ized in the 2018 farm bill federally, or taxing and regulating medic-
inal and adult-use cannabis. In my home State, State and local
governments took in over $80 million in fiscal year 2018 in taxes.
That is $80 million traveling down the roads and highways in duf-
fle bags and backpacks. I have heard from dozens of people who are
operating perfectly legal businesses who have been forced to deal
entirely in cash or risk having business and personal bank ac-
counts or lines of credit cutoff.

Todd Theiss, owner and president of Red Barn Cannabis, from
my home town of Myrtle Creek, Oregon, told my office that not
only has he lost business accounts for his dispensaries, but his em-
ployees have lost their personal bank accounts and credit cards.
Spouses of employees have lost their personal bank accounts. Many
employees are fearful that, as a result of these changes, they will
lose their credit rating and be unable to buy a house or perhaps
even have their mortgages or loans canceled.

So to sum up, thank you for holding this hearing, a chance to
present this conversation. There is nothing good about forcing the
world to operate on cash. It is an invitation to money laundering.
It is an invitation to organized crime. It is an invitation to robbery.
It is an invitation to cheat on your taxes or cheat your employees.
Let us fix this. Let us fix this. Let us honor the States rights vision
of all of these States that have said this makes sense here in our
location for our citizens.

Thank you, Mr. Chairman, for providing this forum for this con-
versation.

Chairman CRAPO. Thank you, Senators. We jointly appreciate the
attention and the work that both of you have put into this issue
and your being here with us today. You may be excused so we can
move to the second panel.

Welcome to our second panel. We appreciate you being here with
us to share your knowledge and insights on this issue. I have al-
ready introduced each of you, so we will proceed in the order that
you were introduced. And, Ms. Pross, you may begin.

I should say I ask all of you to remember to pay attention to the
5-minute rule so that we can have opportunity for questions.

Ms. Pross.

STATEMENT OF RACHEL PROSS, CHIEF RISK OFFICER, MAPS
CREDIT UNION, ON BEHALF OF THE CREDIT UNION NA-
TIONAL ASSOCIATION

Ms. Pross. Chairman Crapo, Ranking Member Brown, and Mem-
bers of the Committee, thank you for this opportunity to testify.

My name is Rachel Pross, chief risk officer of Maps Credit Union,
a midsized financial cooperative in Salem, Oregon, with about $770
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million in assets and 65,000 member owners. I am testifying on be-
half of CUNA, the Credit Union National Association. CUNA rep-
resents both State and Federal credit unions and their 115 million
members across America.

In the last 5 years, we have seen firsthand the many challenges
facing financial institutions and the cannabis sector. Maps takes no
position on cannabis legalization, but we acknowledge that Oregon
voters have already spoken on the matter.

While cannabis usage is legal in Oregon, it remains illegal in
other States. Given that, it may be tempting to believe that the
concerns raised by this hearing only affect cannabis businesses and
the financial institutions operating in States where cannabis is
legal. That belief, however, is wrong. Even financial institutions
that choose not to bank the cannabis industry still risk unknow-
ingly serving these businesses. Cannabis businesses do not operate
in a vacuum, and indirect connections are hard to avoid.

As a bipartisan group of Senators noted in a 2016 letter to
FinCEN, locking lawyers, landlords, plumbers, electricians, secu-
rity companies, and the like out of the Nation’s banking and fi-
nance systems serves no one’s interests. The United States benefits
from a vastly interconnected economy. A company like Walmart,
based in Arkansas where recreational use is illegal, could and like-
ly does sell paper or light bulbs to recreational businesses legally
operating in California through its website or the 167 retail stores
it operates in that State. The same is true for companies like
Albertson’s, a grocery store chain based in Idaho, where cannabis
use is illegal. Yet Albertson’s has 126 stores in its neighboring
States of Washington, Oregon, Montana, and Nevada, States where
cannabis use is legal in some form.

These examples show the problem. Every time an employee of a
cannabis business uses his or her paycheck to buy groceries, the
local Arkansas or Idaho credit union depositing the proceeds from
those sales is directly impacted by the dilemma before this Com-
mittee today. Without a Federal law providing explicit legal clear-
ance for financial institutions to provide banking services to can-
nabis businesses, it is quite likely that many of those businesses
will be forced to operate in the underground economy, and many
mainstream businesses would end up with no access to the finan-
cial services sector. That increases the potential of lost tax revenue
and crime. It also deprives law enforcement of vital information.
Cannabis banking can be done safely and effectively, and Maps
Credit Union offers communities in Oregon a safe solution. After
extensive research and risk analysis in 2014, our member-elected
volunteer board of directors voted to serve cannabis businesses for
two primary reasons: first, to serve the underserved, which speaks
to our mission and philosophy as a not-for-profit financial coopera-
tive; and, second, to enhance community safety by removing cash
from the streets.

Statistics show that cash-only businesses increase the risk of
crime. A 2015 analysis found that in the absence of being banked,
one in every two cannabis dispensaries were robbed or burglarized,
with the average single theft ranging from $20,000 to $50,000.
Compare that to Maps. We are on track to remove over $860 mil-
lion in cash from the sidewalks of Oregon’s communities in just 3
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years’ time. That is millions of dollars that used to be carried
around in duffle bags by legal business owners in our State, cre-
ating public safety concerns for the communities we live and work
in.

We have established a rigorous screening and compliance pro-
tocol and have invested considerably in the robust infrastructure
required to appropriately monitor and maintain these accounts.
Our compliance program is regularly reviewed by State and Fed-
eral regulators. We also obtain an independent external audit of
the program annually.

Most importantly, the compliance framework Maps uses to serve
cannabis businesses is based on the U.S. Department of the Treas-
ury’s FinCEN guidance. In accordance with that guidance, Maps
files quarterly Suspicious Activity Reports, or SARs, on every can-
nabis business account, prioritizing those records to identify any
accounts we suspect could be engaged in illegal activity. Today 91.5
percent of our SAR filings are related to cannabis businesses. In
addition, Maps files currency transaction reports on cash trans-
actions exceeding $10,000 in a single business day. Because the
cannabis industry is primarily cash-based, this type of data would
not otherwise be available if financial institutions like Maps were
not transparently serving the industry.

We firmly believe that banking this sector delivers a significant
benefit to law enforcement because we are essentially providing a
continuous flow of free, highly detailed information on cannabis-re-
lated monetary activity in the State.

In conclusion, we need Congress to provide financial institutions
that choose to serve State-sanctioned cannabis businesses with a
safe harbor. For that reason, credit unions support the bipartisan
SAdFE Banking Act, and I thank you for this opportunity to testify
today.

Chairman CRAPO. Thank you, Ms. Pross.

Ms. Sherwood.

STATEMENT OF JOANNE SHERWOOD, PRESIDENT AND CEO,
CITYWIDE BANKS, ON BEHALF OF THE AMERICAN BANKERS
ASSOCIATION

Ms. SHERWOOD. Chairman Crapo, Ranking Member Brown, and
Members of the Committee, I am Joanne Sherwood, President and
CEO of Citywide Banks, located in Denver, Colorado. I am also
Chair of the Colorado Bankers Association.

I appreciate the opportunity to present the views of the American
Bankers Association regarding the Federal prohibition preventing
banks from handling money related to cannabis businesses.

ABA supports Senate bill 1200, the SAFE Banking Act, and we
are grateful to you for your leadership in holding a hearing to dis-
cuss this urgent issue. While some lawmakers would prefer to
avoid this subject, voters have made it clear that this issue is not
going away—with 33 States already having approved cannabis use
and 10 States with cannabis-related initiatives on the ballot for
2020.

Despite the majority of States having adopted cannabis regimes
of some kind, Federal law prevents banks from banking cannabis
businesses. For banks, that means that any person or business that
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derives revenue from a cannabis firm—including real estate own-
ers, security firms, utilities, vendors, employees of cannabis busi-
nesses, as well as investors—is violating Federal law and con-
sequently could be putting their own access to banking services at
risk.

As the legal State cannabis industry continues to grow, the indi-
rect connections to cannabis revenues will also continue to expand.
Without congressional action and clearer guidance from banking
regulatory agencies, that entire portion of economic activity which
operates across all 50 States may be marginalized from the bank-
ing system.

Even banks in States like Idaho and Nebraska, where cannabis
has not been legalized for any purpose, still face significant compli-
ance challenges that must be addressed.

Cannabis businesses operating in States where it is legal rely on
all kinds of suppliers and service providers to support their busi-
ness operations. For example, the bank may have a customer that
is an agribusiness, a law firm, or a payroll company whose busi-
ness derives some measure of revenue from a cannabis-related
business in a neighboring State. As a result, a bank may inadvert-
ently serve businesses and individuals that have connections with
and receive funds from legal State cannabis companies in a nearby
State. That is true despite the bank’s best efforts to identify and
prevent cannabis-related funds of any kind from entering the bank.

In addition to the unintended consequences for ancillary busi-
nesses, communities with legalized cannabis are also struggling to
address the significant challenges to public safety, regulatory com-
pliance, and tax compliance that go hand in hand with cash-reliant
businesses. In Denver, cannabis businesses make up less than 1
percent of all local businesses but have accounted for 10 percent of
all reported business burglaries from 2012 to 2016.

On the tax side, access to the banking system would increase the
efficiency of tax collections and improve the financial transparency
of the cannabis industry. Since many cannabis businesses do not
have a bank accounts, they are forced to pay their taxes in cash
at local IRS offices. Processing such paper-based returns costs the
IRS nearly 17 times more compared to an e-file return and some-
times requires local tax offices to invest in additional security
measures because of the cash payments.

Allowing cannabis-related businesses access to the regulated
banking system would also provide improved Federal and State
oversight of their financial activities. Bank accounts are monitored
in accordance with existing AML/BSA requirements. This helps law
enforcement to identify and address suspicious transactions, an op-
portunity that is not available in an all-cash environment.

Despite the myriad benefits that would result from banking this
fledgling industry, widespread and consistent financial services will
not be possible until Congress removes the risk of Controlled Sub-
stances Act liability and directs the Federal banking regulators to
issue guidance to help banks understand what procedures are ac-
ceptable. The bipartisan SAFE Banking Act would help achieve
those goals, and we urge the Committee to advance this legislation
as soon as possible.
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Thank you for your efforts to address this important issue. I am
happy to answer any questions.

Chairman CRAPO. Thank you, Ms. Sherwood.

Mr. Van Meter.

STATEMENT OF GARTH VAN METER, VICE PRESIDENT OF
GOVERNMENT AFFAIRS, SMART APPROACHES TO MARIJUANA

Mr. VAN METER. Chairman Crapo, Ranking Member Brown,
Members of the Committee, thank you for inviting me to testify be-
fore you today. My name is Garth Van Meter, and I am the vice
president of Government affairs for Smart Approaches to Mari-
juana, a nonpartisan, nonprofit organization dedicated to a public
health approach to addiction and recovery. SAM was founded by
former Congressman Patrick Kennedy; current editor of The Atlan-
tic, David Frum; and former senior drug policy adviser to three Ad-
ministrations, Kevin Sabet. SAM believes no one should be locked
up or have the rest of their life ruined just because they got caught
with a joint, but we also should not create a new addiction-for-prof-
it industry in the model of Big Tobacco.

The fundamental question before us today is whether we want to
promote and increase drug use during an addiction crisis or dis-
courage drug use and help people find recovery and healing. By
skipping ahead to a technicality over banking rules, the marijuana
industry is hoping to gain many of the benefits of Federal legaliza-
tion without a debate over the public health effects. But make no
mistake, a policy change around banking would have massive pub-
lic health ramifications.

In the past year, ten States rejected major pushes to commer-
cialize recreational marijuana, including New York and New Jer-
sey. The SAFE Banking Act will allow the expansion of an industry
pushing new, exponentially more powerful forms of marijuana be-
fore any of its health or other societal impacts are fully understood.

Banks currently want to have it both ways: they say they are not
taking a position on legalization, but they want to profit from de-
positing federally illegal proceeds. If they want to benefit from the
sales of high-potency pot candies and vapes that are marketed to
young demographics through social media influencers, they should
be consistent and argue to have those things legalized and adver-
tised. But they are not doing that because they know that their
public reputation would take a hit.

We have repeatedly heard that this is about dealing with a cash
problem. However, what they are not telling you is that many
dispensaries already have cashless options, including credit and
debit card payments. If you go to the website, at the bottom of the
first page of Appendix A in my testimony, bigpotexposed.com, you
can see video footage from dispensary after dispensary confirming
they indeed accept cashless payments.

I want to examine two scenarios that could result from the pas-
sage of the SAFE Banking Act. The first is the best-case scenario
that only legitimate sellers participate. According to former Speak-
er John Boehner’s marijuana investing seminar, there are hun-
dreds of billions of dollars sitting on the sidelines waiting to invest.
The SAFE Banking Act could have been drafted to narrowly ad-
dress point-of-sale transactions. Instead, the bill is written specifi-
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cally to allow those hundreds of billions of dollars to invest. Does
anyone think that public health is going to be the driving force? Al-
ready in Canada, the CEO of a major marijuana corporation was
ousted for a single quarter of poor sales, and Altria, formerly Philip
Morris, has made a multibillion-dollar investment into the mari-
juana industry.

It is also important that we not deal with this question in the
abstract. In particular, I would refer you to the first page of Appen-
dix A, where you can see a marijuana concentrate called “shatter”
from Acreage Holdings, which is former Speaker John Boehner’s
new gig. Notice the name of the marijuana strain: “Thin Mint Girl
Scout Cookies”. Let that sink in for a second. And those are the re-
sponsible operators in the industry. I could show you plenty of ex-
amples from irresponsible operators that are much, much worse. So
that is the best-case scenario if everything goes according to plan.

But there is a much darker possibility, and it does not require
a stretch of the imagination because it is already happening. Inter-
national cartels have infiltrated legalized States and have used the
cover of legalization to conduct massive grow operations, often in
upscale, suburban neighborhoods. The SAFE Banking Act provides
a scalable new avenue for these cartels to infiltrate the banking
system in a much more systematic way.

In Appendix B, you will find a letter from former DEA Adminis-
trators and drug czars who describe a threat that parallels the
multibillion-dollar Black Market Peso Exchange and testimony
from Colorado law enforcement that lays out an example of how
this would work. I would be happy to go into more detail of these
threats during witness questions.

There still is an opportunity for the other witnesses in the bank-
ing industry at this table to wash their hands of the marijuana in-
dustry and say, “We want no part of this coming nightmare.” But
if they proceed, at least it will be with the full knowledge of what
they are investing in: preying on the vulnerable through the mar-
keting of high-potency and kid-friendly products, and producing
new cases of substance use disorder and serious mental illness. It
took us over 100 years to reverse the public health impacts of the
tobacco industry, who continually cast doubt on public health advo-
cates with industry-funded bunk science. We have an opportunity
today not to repeat those mistakes.

Thank you.

Chairman CrAPO. Thank you, Mr. Van Meter.

Mr. Lord.

STATEMENT OF JOHN LORD, CEO AND OWNER, LIVWELL
ENLIGHTENED HEALTH

Mr. LorD. Chairman Crapo, Ranking Member Brown, and Mem-
bers of the Committee, thank you for providing me the opportunity
to share my perspective on the issue of banking in the cannabis in-
dustry. My name is John Lord, and I am the owner and CEO of
LivWell Enlightened Health, a vertically integrated cultivator,
manufacturer, and retailer of cannabis products under the laws of
Colorado. LivWell is one of the largest cannabis companies in Colo-
rado, with more than 600 employees and approximately $100 mil-
lion in annual revenue. We manage 15 retail stores in Colorado
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with each averaging close to $20,000 a day in sales and collectively
served 4,500 people per day. Yet because of the current status of
the law, we are forced to operate as an all-cash business.

I am here today representing not only LivWell but the Cannabis
Trade Federation, for which I am currently Chair. CTF is a na-
tional coalition of cannabis-related businesses dedicated to profes-
sionalizing, diversifying, and unifying the cannabis business com-
munity.

Before launching LivWell, I had a more traditional business ca-
reer. I began as a dairy farmer in New Zealand and eventually
moved into importation, manufacturing, and wholesaling child safe-
ty seats and baby products. As the company grew, I established op-
erations in the U.S., became a citizen in 2007, and sold my com-
pany in 2008. I was looking for my next venture just as the medical
cannabis industry got off the ground in Colorado, and I decided to
?p{)&y my manufacturing and compliance experience to this new
ield.

In 2009, we began a small cultivation space and dispensary, act-
ing in accordance with the medical marijuana provisions of the Col-
orado Constitution. After the voters of Colorado legalized cannabis
for adults in 2012, our facilities became dual-use in 2014.

But our evolution as a company was not always smooth due to
the dichotomy between State and Federal laws. Banks and credit
unions have been reluctant to serve cannabis businesses or have
refused to do so altogether. Some banks were discouraged or pre-
vented from doing so by their regulators. As a result, we have fre-
quently struggled to obtain and maintain bank accounts. At one
point, I rented out a former bank to use as a vault to store cash.
Another time, I had no choice but to walk into the IRS in Denver
with more than $3 million in cash in order to pay Federal taxes.

Imagine running a State with hundreds of employees and having
to make all payments, including payroll, in cash. It is difficult and,
frankly, it is dangerous. This is something thousands of State-legal
cannabis companies are struggling with every day.

While our company now has a more stable banking relationship,
we are still far too dependent on cash. Since credit card companies
refuse to process cannabis transactions, customers are forced to
bring cash into our stores. We must hold the cash until it is depos-
ited into our accounts. These are significant public and employee
safety risks that could be avoided if cannabis businesses had nor-
mal banking relationship.

I note that the news about cannabis banking is not all bad. Not-
withstanding the fact that the Department of Justice rescinded sev-
eral memoranda regarding cannabis enforcement in 2018, FinCEN
has maintained its 2014 guidance to financial institutions serving
cannabis businesses. Of course, from a law enforcement perspec-
tive, this makes eminent sense as it is always easier for law en-
forcement to detect illicit activity if proceeds are subject to the
transparency of the regulated banking system.

Due to the costs associated with complying with FinCEN guid-
ance, banks services for cannabis businesses are not cheap. Our
company pays in excess of $3,000 per month just to have an ac-
count. The current situation is especially challenging for small
businesses. While we are able to absorb the additional costs associ-
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ated with cash management and exorbitant bank fees, many mom-
and-pop shops are not. It should be noted that these small busi-
nesses are also being squeezed by Section 280E of the Internal Rev-
enue Code, which prevents cannabis companies from deducting
standard business expenses when they calculate their taxes. In
fact, LivWell’s effective tax rate is currently 80 percent. If there is
any hope of helping small businesses survive and thrive, we must
fix the banking situation, amend 280E so that cannabis businesses
are taxed like any other business.

Thank you again for inviting me here today, and I look forward
to answering your questions.

Chairman CRAPO. Thank you, Mr. Lord.

I wanted to start out my questioning with Ms. Pross and Ms.
Sherwood. The SAFE Banking Act provides a safe harbor from Fed-
eral banking regulators taking certain actions against depository
institutions providing services to the marijuana industry. There are
many different State laws on marijuana, as has been indicated by
our witnesses today. The question that I have relates to how under
the SAFE Banking Act would a safe harbor work for a bank pro-
viding financial services to marijuana-related businesses when the
banking is across State lines, when you are dealing with different
laws in different jurisdictions. How does this safe harbor work?

Ms. Pross. Thank you, Senator. In the State of Oregon, Maps
Credit Union, we actually only serve the State of Oregon. As a
credit union, we are limited to a geographic charter, so we actually
are not dealing outside of the State lines of the State of Oregon.

Chairman CRAPO. All right. Ms. Sherwood.

Ms. SHERWOOD. We have the same situation, Chairman, so we
are only local within the State of Colorado. We would not deal with
outside entities.

Chairman CRAPO. Mr. Van Meter and Mr. Lord, are you aware
of situations where there is banking across State lines, or would be
if we were to engage in this legislation?

Mr. LorD. Currently, no, sir. There would be, of course, excellent
opportunity to do so should the regulations permit.

Mr. VAN METER. There are now a large number of dispensary
chains that are multi-State operators, so I imagine that just by vir-
tue of operating in multiple States, they would be transferring
money between States.

Chairman CrAPO. All right. Let me move on to another question.
Mr. Van Meter, you raised a number of concerns about the abuse
and impacts of the abuse of marijuana that could occur if we have,
I guess what you are saying, an essentially unregulated system. So
are you saying that the banking of legitimate marijuana should be
prohibited? Or are you saying that there should be some kind of
regulatory system put into place to assure that we do not have abu-
sive, high-intensive products and inappropriate marketing to the
vulnerable?

Mr. VAN METER. I am saying we should have that debate before
we address the banking question, that to address banking and the
institutional investors entering the banking system to invest in
marijuana firms is premature before we have had a debate over
whether or how to regulate the addictive potential, the abuse po-
tential of high-potency marijuana.
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Chairman CRAPO. Could you give me just a couple further—a lit-
tle more explanation of the issue that you are talking about? You
indicated that, for example, the high-intensity products and the
damage that this could and is in some cases having.

Mr. VAN METER. Yes, sir. So if you look at some of the examples
that I provided in the appendix, you will notice that it is the con-
centrates that are most heavily marketed through their social
media accounts, and these products are tremendously high potency.
When most people think about marijuana, they think about 1 to 3
percent Woodstock weed in terms of the potency of the amount of
THC in it. Today’s marijuana, the concentrates go up to 95 percent,
and it is a very educational experience if you watch videos of peo-
ple doing these on YouTube. The most common effect is that some-
one coughs until they vomit, and then they pass out. It is very dis-
turbing to watch.

So, you know, these are tremendously damaging products. They
have been shown through the few scientific studies that have been
done on them to have very damaging effects on the brain. And
these are the products that the marijuana industry is very much
trying to get people to graduate to. There are all sorts of pro-
motions to get people to try marijuana concentrates.

Chairman CraPoO. All right. Thank you.

Mr. Lord, and, frankly, our credit union and banking representa-
tives could respond to this as well, is the 2014 FinCEN guidance
helpful and effective? And would you support making the FinCEN
guidance statutorily required for all financial institutions in this
arena?

Mr. Lorp. All Federal guidance is welcome, and we look forward
to being part of this regulation continuing to evolve.

Chairman CRAPO. All right. Ms. Pross and Ms. Sherwood.

Ms. Pross. Thank you, Mr. Chairman. Not only is the FinCEN
guidance very helpful to Maps Credit Union as we serve this indus-
try, but it is vital. It provides the compliance framework, and it is
frankly the rule book that we abide by in order to do this safely
and effectively and transparently.

Chairman CrRAPO. Ms. Sherwood.

Ms. SHERWOOD. I agree. In addition, I think it is critical that the
banking regulators clearly come out with guidance that we are to
follow as organizations so that we have clear expectations of how
to operate.

Chairman CRAPO. All right. Thank you.

Senator Brown.

Senator BROWN. Thanks, Chairman.

Mr. Lord, from my opening statement you can—you might sug-
gest that in this whole debate I am most interested in the workers
that work for you and others, union and nonunion workers. A cou-
ple of questions. When you first started your business and had to
operate in all cash without a bank account, what safety risk did
this pose to your workers?

Mr. LORD. Senator Brown, incredible safety risks involved in just
that volume of cash. Currently we actually have our employees
through a company called Delt Services, which is not directly in-
volved with banking, and then we lease those employees to our
cannabis-touching company in order to provide one layer of protec-
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tion back to those employees. So today we actually can process, but
we do it through a two-step process. Prior to that, just large
amounts of cash is dangerous.

Senator BROWN. Is your operation, the operation you have just
mentioned, union or nonunion?

Mr. LoRD. Nonunion, sir.

Senator BROWN. I mentioned in my opening statement United
Food & Commercial Workers are involved or organized in some
parts of this industry. Do you see your industry as potentially an
industry where a lot of the workers unionize?

Mr. LORD. At this stage, not so much. In order to protect our em-
ployees, we provide a 401(k) plan, full company-paid health care,
and above average wages. And it has been a very robust industry
for employees, and we are very proud of our past.

Senator BROWN. Have there been efforts to organize a union at
your operation?

Mr. LORD. Yes, there has been.

Senator BROWN. OK. And you have opposed it?

Mr. Lorp. I have not opposed it. Our employees to date have re-
jected it.

Senator BROWN. You have not weighed in at all?

Mr. LorpD. No, sir.

Senator BROWN. Management has not weighed in at all?

Mr. LoRD. No, sir.

Senator BROWN. OK. Do you have an obligation, you and your in-
dustry, to hire people who have served time in prison for posses-
sion of marijuana?

Mr. LorD. We would look forward to that situation. Recently
Mayor Hancock of Denver has provided an expungement program
for felonies, which would be very necessary because we cannot
under State regulation employ a felon.

Senator BROWN. You cannot employ a felon, someone who has
committed a crime, even after they have done their time, under
State law?

Mr. LoORD. Yes, sir.

Senator BROWN. As your industry has lobbied State legislatures
around the country, is that one of the things you are lobbying for,
to get that law changed?

Mr. LoRD. Definitely, sir.

Senator BROWN. You have affirmatively lobbied to get that
changed?

Mr. LORD. Yes, sir.

Senator BROWN. OK. Thank you for that.

Ms. Pross, how is regulator guidance, for example, from FinCEN
enabled you to provide financial services to the cannabis industry?

Ms. Pross. Sure. The FinCEN guidance is a rule book that we
follow in serving these businesses. It provides us clarity on when
to file Suspicious Activity Reports, with what frequency, and how
to prioritize those Suspicious Activity Reports to ensure that we
are flagging activity that could be beneficial to law enforcement, ac-
tivity that could indicate financial crime.

Senator BROWN. All right. Thank you.

Mr. Van Meter, I appreciated the Chairman’s questions about
this. I want to touch in a related way but a little more. I under-
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stand the health concerns you raise in your testimony. It is persua-
sive and convincing, I think, to a lot of people. Would it be better
to regulate this industry and include in the traditional financial
system in order to address your concerns?

Mr. VAN METER. Senator, that has not been the evidence or the
experience in States that have legalized so far. There has been a
lot of cross-pollination between the regulators going to work for the
industry and the industry going to become regulators. And so it is
very much a circumstance where the fox is guarding the henhouse.
I think it might be a different set of circumstances if marijuana
were placed under the Tobacco Control Act with the same ability
to restrict potency, to ban concentrates, to ban all of these kid-
friendly edibles. But that has not happened in any legalized State
so far. Every effort to put a restriction on potency has been de-
feated by the marijuana industry. They have actively lobbied
against that.

Senator BROWN. We, of course, have never seen regulators go
work for the industry or people from the industry come and work
for the Trump administration either, so I can understand that you
might possibly think that.

Mr. Lord, would you answer the same question I asked Mr. Van
Meter?

Mr. LoRD. Yes. Could you please repeat the question, sir?

Senator BROWN. Would it be better to regulate the industry to
address the health concerns that I think Mr. Van Meter pretty per-
suasively discussed, would it better for the industry—would it be
better to regulate the industry in the traditional financial services
system?

Mr. LorD. We are looking forward to Federal regulation. We be-
lieve at the moment we have robust State regulation, but those
State regulations vary from State to State dramatically, and we
have a lot of safeguards put into those State regulations, but Fed-
eral regulation is what we look forward to.

Senator BROWN. What is to stop the—and this is my last ques-
tion. I apologize, Mr. Chairman. What is to stop what is happened
in financial services, what has happened in Wall Street, where
Wall Street basically owns this institution and the regulators cer-
tainly in the Trump administration, what is to stop the regulatory
capture in marijuana the same way we have seen it in banking?

Mr. LORD. I believe that some of these regulations are yet to be
fleshed out. I believe that we are asking to be regulated, and these
are debates that need to happen with regard to the regulation.
Here today we are asking for the basics of banking, the ability to
put our money in a bank, perhaps take out SBA loans, et cetera,
which, again, will help social equity and minority equity in getting
started in these businesses.

Currently, unless you are of high net worth or have access to
high-net-worth individuals is the only way to finance these busi-
nesses. So this would help allow that.

Senator BROWN. Thank you.

Thanks, Mr. Chairman.

Chairman CraPO. Thank you.

Senator Menendez.

Senator MENENDEZ. Thank you, Mr. Chairman.
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The topics of today’s hearing are of particular importance to me
as New Jersey is in the midst of a large medical marijuana expan-
sion, and I have concerns that cannabis and cannabis-related busi-
nesses will continue to find themselves shut out of the financial
and insurance systems.

For example, if an insurance company is required to offer cov-
erage to a cannabis business under State law, the insurer faces a
serious and fundamental conflict between State and Federal laws.
That is why yesterday I introduced the CLAIM Act with Senators
Paul, Merkley, and Cramer to end the confusion and legal exposure
that arises from the conflict between State and Federal insurance
laws.

And, Mr. Chairman, I would like to introduce—I think you are
the Acting Chairman—a letter of support from eight insurance
trades into the record.

Senator BROWN [presiding]. You can do anything you want with
me as Acting Chairman.

[Laughter.]

Senator MENENDEZ. Then I would like to ask unanimous consent
that the CLAIM Act be—no.

[Laughter.]

Senator MENENDEZ. Thank you, Mr. Chairman.

Ms. Pross and Ms. Sherwood, when a local business obtains a
commercial loan from a financial institution, is it common practice
for t‘gle borrower to be required to obtain certain types of insur-
ance’

Ms. SHERWOOD. Yes, Senator, and it depends on what type of
business and what type of loan. But fire and casualty, hazard, busi-
ness continuity, environmental, all those are requirements, and we
are unable to close a loan without those.

Senator MENENDEZ. Is that your experience as well, Ms. Pross.

Ms. ProsS. Yes, it is.

Senator MENENDEZ. And what happens when they are unable to
get insurance coverage?

Ms. SHERWOOD. We are technically supposed to force-place, but
if that is not available in the marketplace, we would have to call
a loan and ask them to pay us off.

Ms. PROSS. So at Maps, insurance is typically required on all
commercial loans because of the loan collateral. So if the applicant
could not obtain insurance, then the loan request would be denied.
If it was a loan that had already been funded for a commercial en-
tity, the borrowers would be considered in default if they were un-
able to secure insurance coverage.

Senator MENENDEZ. So either you cannot get a loan because you
cannot get the insurance, or if you have proceeded in some way and
your business has morphed into this area and you need the insur-
ance and cannot provide it, you are in default.

Ms. Pross. Correct.

Ms. SHERWOOD. Correct.

Senator MENENDEZ. So would you agree that providing legal clar-
ity around the provision of insurance at the Federal level would
help banks and businesses in the legal cannabis industry?

Ms. Pross. I think that makes sense, yes.

Ms. SHERWOOD. Yes, Senator.
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Senator MENENDEZ. OK. Thank you.

Mr. Lord, can you explain to the Committee some of the issues
you have run into in trying to obtain affordable insurance for your
business and employees?

Mr. LORD. Yes, Senator. Affordable

Senator MENENDEZ. You have a great South Jersey accent, too,
I must say.

[Laughter.]

Mr. Lorp. Slightly further south, but thank you, sir.

With regard to affordable insurance, I think that is the key word
that we need to take out. We do have insurance—there are about
two companies that we are aware of that are insuring, but just to
give an example, offices and directors insurance, the maximum
that we could get was $2 million in protection, and that costs
$100,000 a year per officer and had a deductible of $1 million. So,
effectively, we got $1 million insurance for $100,000 per officer. So
extremely expensive insurance.

With regard to regular business interruption insurance, things
like that, the insurance is there but, again, incredibly low dollar
values, so, you know, nothing that is really going to help the busi-
ness survive perhaps some sort of business interruption and high
rates.

Senator MENENDEZ. So would a more stable and affordable insur-
ance market help you reduce your costs, expand your business, and
create more competition and more competitiveness than black mar-
ket marijuana?

Mr. LoRD. Most definitely, Senator.

Senator MENENDEZ. Are you able to fully insure all the
dispensaries and ancillary businesses in your group?

Mr. LorD. No, we are not. We struggle with this periodically, and
as I said, a lot of the volume of insurance that we can get or the
dollar value of the insurance is not where it should be.

Senator MENENDEZ. Let me finally go back to Ms. Pross and Ms.
Sherwood. Legal marijuana businesses do not operate in a vacuum.
They usually need to rent property from someone. They might also
need a plumber, an electrician, or even an exterminator to success-
fully operate the business. These ancillary businesses I think are
also caught up in the confusion around cannabis banking.

Are ancillary businesses at risk of losing their bank account if
they work with a legal cannabis business?

Ms. SHERWOOD. They are, Senator, and it depends to the degree
with which they participate. We are unable to lend against any
property that has a cannabis-related industry in it.

Senator MENENDEZ. Is that your experience, Ms. Pross?

Ms. Pross. Yes, it is. We do offer ancillary services at Maps
Credit Union, but our experience with these businesses is that they
have had tremendous difficulty accessing banking services.

Senator MENENDEZ. So let me close by saying a small business
would often have to choose between accepting a new client and los-
ing their bank account or losing the client and keeping their bank
account?

Ms. Pross. That is true.

Ms. SHERWOOD. That is correct.

Senator MENENDEZ. Thank you, Mr. Chairman.
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Senator BROWN. Senator Tester.

Senator TESTER. Thank you, Ranking Member Brown, and I
thank all the folks who testified today.

So from your testimony—I want to direct this to Ms. Pross and
Ms. Sherwood. From your testimony, Ms. Pross, your credit union
does bank the industry?

Ms. Pross. That is correct.

Senator TESTER. And yours does not, right?

Ms. SHERWOOD. That is correct.

Senator TESTER. And so tell me, Ms. Pross, you talked about, you
know, the transaction reports and the Suspicious Activity Reports.
Is that what your regulator is requiring you to do to be able to
bank them? Or tell me why you have a market advantage over the
bank. I guess the question is: How are you doing this without the
regulators coming in and shutting you down?

Ms. ProsS. Sure. Every financial institution has to go through its
own risk analysis, how much legal risk and reputation risk they
are willing to take to start a new product line. And at Maps, our
board of directors chose to take this risk

Senator TESTER. And that is OK with the regulators?

Ms. Pross. It is OK with our regulators.

Senator TESTER. So that is good.

Ms. Sherwood, why aren’t you doing it?

Ms. SHERWOOD. The fundamental issue is this is illegal from a
Federal perspective, and we——

Senator TESTER. And your regulator is a Federal—

Ms. SHERWOOD. Yeah, and we are not willing to take the
reputational risk or the exposure.

Senator TESTER. OK. And CUNA is also Federal too, though,
right?

Ms. Pross. At Maps Credit Union, we are State regulated and
federally insured by the NCUA.

Senator TESTER. I got you. OK. All right. So the example that
Senator Menendez gave about everybody that is associated with
lending money or doing business with a cannabis institution is at
risk of losing their bank account. Right?

Ms. SHERWOOD. That is correct. If we become aware that they
are servicing the cannabis industry, we are required to do an in-
depth investigation to determine what percentage of their income
is derived

Senator TESTER. And who would make that determination of
awareness?

Ms. SHERWOOD. That would be our bank secrecy department, and
then we will look into the ownership and the owners of the com-
pany to see if they are then related to cannabis businesses.

Senator TESTER. I got you. So, Ms. Sherwood, does the SAFE
Banking Act solve all the cannabis banking problems? I am not
talking about from a financial perspective. I am talking about it
from a regulatory perspective.

Ms. SHERWOOD. I think it is a start, but unless the banking regu-
lators clearly define the expectations and operating procedures
going forward, it will not solve anything.
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Senator TESTER. Does the ABA or CUNA have any language that
would help solve this problem that they could put forward in a bill
form?

Ms. SHERWOOD. At this time we do not, but working with the
regulators, I am sure we can come up with something.

Ms. Pross. CUNA strongly supports the SAFE Banking Act, and
we feel that the FinCEN guidance for banking marijuana-related
businesses is adequate to follow in order to serve this industry.

Senator TESTER. Let me ask you, not what this hearing was
about, but hemp. Can you bank hemp, Ms. Sherwood?

Ms. SHERWOOD. Currently, no, until the regulatory guidance
comes out, we are unable to operate——

Senator TESTER. So none of the regulators have come out with
any guidance on hemp?

Ms. SHERWOOD. No, sir.

Senator TESTER. How about you, Ms. Pross?

Ms. Pross. We are serving the hemp industry.

Senator TESTER. Same as the cannabis. It is interesting because,
quite frankly, we have talked to the regulators, and they tell us
that that regulation clarity is due to come out since we passed the
last farm bill and took it off the schedule.

I have just got one question because I am just curious, Mr. Lord.
How much do you pay out a year in security?

Mr. LorD. Oh, we used to have—actually several hundred thou-
sands dollars a year would be the answer to that. We have brought
it in-house recently. We employ veterans largely for internal secu-
rity, and, you know, we have probably 20 good-paying jobs.

Senator TESTER. Are they armed security?

Mr. LorD. Up until recently, yes. But just recently we have re-
moved the arms.

Senator TESTER. OK. All right. Well, thank you all for being
here. I think this is an issue that, if Congress can do anything
about, we should do it.

By the way, Mr. Van Meter, your testimony is spot on. I tend to
fall in the same camp as Senator Gardner does on this and that
the people speak and we are representatives of the people, so we
should move forward—not that I am any big supporter of it be-
cause I am not, but nonetheless, we are representatives of the peo-
ple.

Thank you all very much.

Chairman CRAPO [presiding]. Senator Warner.

Senator WARNER. Thank you, Mr. Chairman.

I do believe we need some clarity here, and I want to go back
to the FinCEN regulations, which I know, Ms. Pross, you indicated
that your credit union has tried to follow very closely the FinCEN
guidance and particularly around SAR filings.

One of the things I have heard from financial institutions in my
State is that there is some lack of clarity around the term “mari-
juana-related businesses,” and so that creates a level of uncer-
tainty. Can you talk about some of the shortcomings in the
FinCEN guidance, Ms. Pross?

Ms. Pross. Our experience with the FinCEN guidance has been
positive. It is a definite clear line and rule book for us to follow.
We do not believe that it is very ambiguous. We actually
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Senator WARNER. So the notion—you feel there is clarity around
the term “marijuana-related businesses”?

Ms. Pross. Yes, we define marijuana-related businesses or can-
nabis businesses as plant-touching entities, and then there are an-
cillary businesses that are not touching the plant but are serving
the cannabis industry.

Senator WARNER. Ms. Sherwood, how do you feel about the
FinCEN guidance?

Ms. SHERWOOD. The crux of it is that it is still illegal, so regard-
less of the guidance, making it legal or making the SAFE Act valid
would then guide us to get more regulations, more clear guidance
from the banking regulators. So in the absence of clear delineation
from the banking regulators, we do not feel it is sufficient.

Senator WARNER. And that is why I think so many of us here
think SAFE is the right step forward to give you all the guidance
and protection that I think you need as this becomes more legal in
more and more States.

One of the things, Mr. Lord, I have heard concerns from both
farmers and bankers is the difficulty in keeping the THC levels in
check, particularly as we go over toward hemp. I understand crops
cannot exceed the 0.3 percent THC level. According to some of my
bankers, they are literally trying to go into the field and do testing
on their own, which seems a little crazy.

So can you as a grower comment on that challenge of how you
maintain appropriate THC levels on an ongoing basis since during
the growing process they may—there seems to be some fluctuation?

Mr. LorD. Certainly. What I am commenting on is slightly out
of our lane. As a THC grower, we cannot in Colorado grow hemp,
so they are a different animal. But with regard—I can speak re-
garding hemp. The amount of sunshine or wet weather, things like
that, actually affect, just as they do sugars perhaps in many other
crops, affect THC levels.

Senator WARNER. And so, consequently, depending on where you
may be in the growing cycle, you could get a different reading,
which seems a little strange. Do you think that financial institu-
tions should be able to rely on State licensing processes for the pur-
poses of whether you meet or do not meet those THC levels?

Mr. LorD. Yes. You know, the crops have to be tested pretty
much immediately at certain points, and that handled on a State
basis is quite necessary.

Senator WARNER. Well, one of the things—I want to associate
with Ranking Member Brown’s comments. I really think if this is
a direction we are going to head, we need to make sure that we
have good access for small businesses, particularly minority- and
women-owned small businesses. Some of those communities have
been disproportionately hurt, and clearly the current rules within
Section 280E of the IRS really makes it very difficult for folks with-
out access to a large amount of capital to get a fair shot to get into
this business.

Can you speak a little bit how these IRS current rulings really
inhibit and prohibit small businesses, particularly minority-owned
small businesses, from getting access to this marketplace?

Mr. LORD. Yes, I completely agree with your comments. It makes
it incredibly difficult without access to, as I said earlier, high-net-
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worth individuals, et cetera, because that is really the only access
for capital.

With regard to somebody starting off in this industry at the mo-
ment without access to bank loans or SBA loans or, you know, any
sort of economic development area or anything like that, it is in-
credibly difficult, in fact, I think almost impossible for, you know,
minorities or anybody actually coming from just even a very reg-
ular situation to get a toehold in this industry.

Senator WARNER. So I think, you know, if we are going to move
forward in this area, I think we need to give the kind of legal clar-
ity that I think the SAFE Act would provide, and I look forward
to working to make that happen.

Thank you, Mr. Chairman.

Chairman CRAPO. Thank you.

Senator Schatz.

Senator SCHATZ. Thank you, Mr. Chairman. Thank you all for
being here.

I want to start with Ms. Pross, and I know in your testimony you
talked about the risks related to operating a business solely with
cash. I would like you to flesh that out a little bit in terms of pos-
sible physical risk and the difficulty in complying with other Fed-
eral laws, especially anti—-money laundering and preventing crimi-
nal financing.

Ms. Pross. Thank you. Just to clarify, are you talking about the
risks that the cannabis entities are facing with that much cash on
hand or the credit union?

Senator SCHATZ. Both.

Ms. Pross. Both, OK. Thank you.

So we have talked to numerous members who have opened ac-
counts at Maps who have described that they have been storing
cash in shoe boxes, empty mattresses. There are unscrupulous
third-party players involved in this who are selling cash vaulting
type of services, and those are not true cash vaults. They are, in
fact, storage units, just basic storage units full of cash that are ear-
marked for various businesses. It is not safe. We had a cannabis
business that was robbed on a Sunday and opened an account with
us the following week. So it is a major issue, a safety issue. At the
credit union, we make sure that that cash is not stored in our fa-
cilities. We do not want to put our staff at risk that way.

And one of the things that we are most proud of is our collabora-
tion with law enforcement. I have had numerous law enforcement
officers comment that us banking this industry is providing them
data that they would not otherwise get if the industry were
unbanked. And I had one investigator in particular who said, after
we had done it a few years, he said, “The SAR filings that Maps
is doing is actually helping us see what aboveboard cannabis-re-
lated monetary activity looks like, and it is actually helping us
hone in on the bad guys.” And he just was profusely thanking us
for banking this industry and making his life as an investigator
easier.

Senator SCHATZ. I think that is just a critical point, that this
lack of clarity between Federal and State law is driving this indus-
try into an element that it does not want to operate in, and it has
to interact with some shady characters by necessity because it is
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not permitted to bank properly. And I would just encourage all the
Republicans on the other side of this dais to acknowledge that this
is a real issue.

There is a real debate about the health benefits and risks around
marijuana, and this is interestingly an issue that unites both pro-
ponents and opponents of legalization because everybody supports
research and, quite reasonably, people who are opposed to legaliza-
tion and people who are in favor of legalization believe that the re-
search will bear out their views.

I have a bipartisan bill with Senators Grassley, Feinstein, Alex-
ander, and others to break down the obstacles to research on mari-
juana, and we have actually worked closely with SAM on devel-
oping this legislation. But I am concerned about the lack of access
to financial services.

So, Ms. Sherwood and Mr. Lord, has the lack of banking services
undermined the ability for research institutions, universities, and
hospitals to conduct research? And I will start with Mr. Lord.

Mr. LorD. Thank you, Senator, and most definitely, that and
having any form of Federal regulation around cannabis has huge
implications when it comes to research. FDA will not recognize any
research even if that was performed currently because it is an ille-
gal substance federally. And the same goes for many universities
conducting research are unable to for fear of their Federal funding
being removed. So it puts official research in jeopardy.

Mr. VAN METER. Senator, could I add something to that quickly?

Senator SCHATZ. Sure.

Mr. VAN METER. So if the marijuana industry was concerned
about research, then I do not think that they would be selling some
of these extremely high potency

Senator SCHATZ. Well, hang on. I am concerned about research,
so I am going to allow you to answer the question, but I am not
going to allow you to take a potshot at the people that you are tes-
tifying with. If you want to answer the question about the extent
to which the lack of clarity in Federal law prevents us from doing
research, I will allow it. But I am not going to allow you to just
give your stump speech.

Mr. VAN METER. Sure. No, and that is a fair point, that there
are barriers to research, and as you mentioned, SAM supports re-
ducing those barriers and supports your efforts toward—to that ex-
tent.

Senator SCHATZ. Thank you.

Ms. Sherwood.

Ms. SHERWOOD. Senator, I was just made aware Friday of that
very issue where we do have Colorado universities who would real-
ly benefit from researching this industry and the effects of it. Be-
cause they are taking Federal grants and Federal subsidies, they
are unable to go forward on those programs.

Senator SCHATZ. Thank you.

Chairman CRAPO. Senator Cortez Masto.

Senator CORTEZ MASTO. Thank you. First of all, let me just say
thank you to the Chairman and Ranking Member for holding this
hearing. I know this is something that many of us have asked for.
I so appreciate it. It is such an important issue, as we can see, and
particularly for the State of Nevada.
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Let me just say this: As a former Attorney General, I so appre-
ciate—I think there were 38 AGs that signed a letter in support
of the SAFE Banking Act. This was an issue that was important
for me as the Attorney General of the State of Nevada, and here
is why—and, Mr. Van Meter, I agree with you. I think there are
concerns about the concentration, the public safety health risks,
but I also know the people of the State of Nevada voted, a majority,
to go down this path, and I respect that.

So as a former Attorney General, and in conjunction with my col-
leagues, I do think there is a concern. Because we do not have a
financial system, these businesses are forced to operate on a cash
basis, and this is what the AGs said in their letter. The resulting
gray market makes it more difficult to track revenues for taxation
and regulatory compliance purposes, contributes to a public safety
threat as cash-intensive businesses are often targets for criminal
activity, and prevents proper tracking of billions in finances across
the Nation.

I do think that we need to address this issue for those very rea-
sons, and we can still study the health implications and address
what you have talked about when it comes to the concentrations
and how they are marketing some of the marijuana.

But let me jump back to this idea from a public safety perspec-
tive, and, Ms. Pross, in your testimony before the House, you high-
lighted that one in every two cannabis dispensaries were robbed or
burglarized, with the average thief walking away with anywhere
from $20,000 to $50,000 in a single theft. Outside of burglary and
theft, could you discuss what other risks are associated with an
unbanked industry that in my State generated more than $600 mil-
lion in revenue last year?

Ms. PrROSs. Sure. As a Bank Secrecy Act expert, my concern is
financial activity going outside of State lines, seeing money laun-
dering, financial crime, the financing of revenue for cartels and
gangs. So those are all concerns that we have. And having the
money going through a legitimate transparent financial institution
relationship allows us to hone in on activity that could indicate fi-
nancial crime that is promptly reported, and it also helps us ensure
that the activity going through our credit union is aboveboard.

Senator CORTEZ MASTO. Thank you. And we have been talking
about not only the banking system but the legitimate medical mari-
juana businesses, but we have not talked about the ancillary busi-
nesses. As you know, there are so many other companies that are
doing business, legitimate businesses, with these establishments
from the security companies. We have landlords, we have account-
ants, electricians, garden stores. And they are also affected by a
lack of a financial system to engage in. Isn’t that correct?

Ms. Pross. Yes, it is.

Senator CORTEZ MASTO. And when you talk about your work
with FinCEN—and I so appreciate it because I work closely with
FinCEN as well. In fact, my husband worked at FinCEN at one
point in time. I understand that you actually—under the FinCEN
guidance, banks are required to file three separate types of Sus-
picious Activity Reports for cannabis businesses. Is that true for
any other small businesses, three types?

Ms. Pross. No, it is not. It is specific to cannabis businesses.
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Senator CORTEZ MASTO. And can you address that? Why is that?

Ms. ProsSs. There are three types of SARs. The first is a mari-
juana limited, and that is just saying by nature of the Federal sta-
tus of cannabis, we would file a Suspicious Activity Report because
we are banking the proceeds of a federally illegal industry. So that
has to be filed every 90 days, and technically it is 120 because you
have an additional 30 days to file after that 90-day period.

Then there is a marijuana priority, and that is if we read some-
thing in one of our quarterly investigations that there is something
perhaps amiss or if we see activity that we are unable to explain,
we would file a marijuana priority. And that raises a red flag for
FinCEN to take a closer look at this business.

And, finally, if we determine that we need to close an account,
either for behavior that indicates financial crime or for noncompli-
ance with our compliance program, we would file a marijuana ter-
mination SAR, and that notifies FinCEN something is wrong with
this business, and we are closing this account for a reason.

Senator CORTEZ MASTO. And you are for the first time giving law
enforcement the data they need to go after the bad actors. Isn’t
that correct?

Ms. Pross. That is correct, and we have been—we have received
S0 ﬁluch praise from law enforcement officers we have interacted
with.

Senator CORTEZ MASTO. And let me open this up to both Ms.
Pross and Ms. Sherwood. According to a State of Nevada audit last
year, around $500,000 in tax revenue was lost due to discrepancies
between seed sale tracking and tax returns filed with the State De-
partment of Taxation. Does the current FinCEN guidance allow fi-
nancial institutions to provide information to State tax agencies
when performing audits? Do you know?

Ms. Pross. That is a great question. I would like to look into that
and get back to you in writing on that specific issue.

Ms. SHERWOOD. I cannot answer that, but we can get back to
you.

Senator CORTEZ MASTO. Thank you. I think that is a concern
for—as part of this process, if we are to open up the door to finan-
cial institutions, we need to be tracking also for purposes that we
have just heard today where is the money going. Is there lost
money? How are we tracking this to make sure these are legitimate
businesses?

I know my time is up. Thank you.

Chairman CRAPO. Thank you.

Senator Smith.

Senator SMITH. Thank you, Chair Crapo and also Ranking Mem-
ber Brown, for this Committee hearing. And thanks, all of you, for
being here.

You know, there is no doubt that we have a serious problem with
a cash-only marijuana business and one that deserves Federal at-
tention. And it is clear to me, having listened to this testimony and
having spoken with banks and credit unions in Minnesota, that the
status quo is just simply not workable, with 47 States with some
form of legal marijuana use.

However, as we consider this legislation and any legislation to
protect businesses and banks from criminal penalties, Mr. Chair
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and Ranking Member, I think that we need to realize that, as we
are looking at penalties, criminal penalties, for involvement of busi-
nesses with marijuana, we cannot forget the thousands of individ-
uals who have spent time behind bars for their involvement with
marijuana. And communities of color, particularly African Amer-
ican men, have paid a disproportionate price for generations of ag-
gressive enforcement of marijuana laws.

Now, we have made some headway here with the bipartisan
First Step Act. Just on Friday, I think, 3,100 people were released
thanks to that act, but we all know that there is so much more that
we need to do here.

So I think that it would be wrong for Congress to act to protect
business interests without also considering what we need to do to
erase the unjust suffering caused by our criminal justice policies.
So I am glad to see this Committee consider this bill, and I believe
that the Senate needs to consider it. I think the Senate also has
a real responsibility to consider the civil rights implications of this
new era of cannabis policy and our constitutional commitment to
ensuring equal justice for all.

Now, on this particular bill and the issues that we have here, 1
would like to return to a question that Senator Tester touched on,
which is the implications of legalized hemp production. Many farm-
ers in Minnesota are looking at this. They are telling me that it
is difficult to get loans. In some cases, it is very difficult to access
payment processing for hemp.

For Ms. Pross and Ms. Sherwood, what should we be doing to im-
prove this situation?

Ms. SHERWOOD. Really at this point we are waiting for the regu-
lators to issue their guidance, and that is the sole item that is hold-
ing us back from going forward.

Ms. Pross. Compared to cannabis—cannabis, we have the
FinCEN guidance which provides such a clear framework, and with
hemp, there is not as clear a framework for guidance. We are serv-
ing the hemp industry under Oregon’s regulatory authority, but it
is complex for sure.

Senator SMITH. So it is simply waiting for the Federal guidance
that we need to make this workable.

Ms. SHERWOOD. Correct.

Senator SMITH. Let me ask another question. In Minnesota, we
have legalized medical marijuana, yet I hear all the time from
banks and credit unions that they are struggling to try to figure
out what portion of money that is flowing through their institutions
might have come in one way or another from some business related
to cannabis. So could you just talk a little bit about how you see
that issue? What is the best way we have right now for assessing
that? And how might we fix that?

Ms. ProSs. Sure. That is a complex issue, and it speaks to what
I talked about in my testimony about the interconnectedness of our
economy. It is impossible to draw a clear line between what is can-
nabis related and what is natural commerce that has nothing to do
with cannabis. And I used Walmart as an example today because
not only does Walmart accept money from employees of cannabis
businesses in States where it is legal, but Walmart very likely sells
basic business supplies to legal cannabis entities via its website or
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stores in other States where cannabis is legal. And it would just
be impractical for us not to cash the paychecks of Walmart employ-
ees. It is the largest employer in 21 States.

So it is a messy issue. It is complicated, and it is not just about
cannabis businesses. This extends to every State.

Senator SMITH. Right. And is there a way of resolving this under
the current financial regulatory framework, do you think?

Ms. Pross. I think the SAFE Banking Act is an important step.
I think that is the answer.

Ms. SHERWOOD. I think it is a start. I think we need to get great-
er clarity, which certainly ABA is prepared to assist on and get a
greater framework to go forward.

Senator SMITH. Great.

Mr. VAN METER. Senator, could I add something briefly on that?
I think there is a distinction, as Ms. Sherwood mentioned before,
between somebody who is incidental to the marijuana industry and
somebody who is directly involved with it.

In the case of some ancillary businesses, the reason why they are
worried is because they are directly manufacturing and selling hy-
droponics and grow lights equipment to marijuana growers.

Senator SMITH. Thank you.

Thank you, Mr. Chair.

Chairman CrAPO. Thank you. That concludes all of Senators.
However, I want to ask a couple of follow-up questions.

I should indicated we have got a hearing with the FBI Director
on leaks at the FBI that a number of our colleagues are at, and
as well as a—well, that was a Judiciary hearing. The Finance Com-
mittee has got another big hearing, and we have got a lot of mem-
bers on the Finance Committee. So I doubt that they will make it
back. I do expect you will get a number of questions from them fol-
lowing the hearing, and I ask you to respond to those questions as
quickly as you can.

I wanted to take a few moments to pursue just a couple of issue.
I think a case has been made pretty strongly here about the need
to get the banking industry issues relating to cannabis resolved. At
the same time, I think a pretty strong case has been made both
that legacy cash poses a real problem in terms of providing an ac-
cess point for cartels and for other illegal anti—money-laundering
activities as well as the ongoing operations. But I think legacy cash
creates a special problem.

To all of you, and you can give brief answers to this, but is that
correct? Is legacy cash basically a different issue here or a more
difficult issue? Mr. Van Meter.

Mr. VAN METER. Senator, so in Appendix B of my testimony, I
submitted a letter from former DEA Administrators and drug czars
that outlines the ongoing threat, and then there was also a letter
or testimony from a Colorado law enforcement officer talking about
the mechanism by which organized crime or a cartel could abuse
the SAFE Banking Act and the banking system. And, essentially,
it boils down to the fact that it is very difficult to tell—this is al-
ways going to be a very cash-intensive business because the States’
seed-to-sale tracking systems track customer data, and then those
companies turn around and sell that back to the marijuana indus-
try. There is always going to be a proportion of the clientele that
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does not want to be tracked and so is always going to pay in cash.
And so it becomes very difficult to tell if somebody is dropping off
a backpack of cash at a bank where that money originated, and
there are lots of opportunities for abuse.

Chairman CrRAPO. Mr. Lord.

Mr. LORD. Senator Crapo, in response, when I began in this busi-
ness almost 10 years ago, every last dollar was tracked by State
regulators, short of a colonoscopy. It was very, very intense where
my money came from, and I think I had to supply—it was either
5 or 7 years of financial records prior to entering this business.

So, you know, all money that entered this business from Colo-
rado cannabis manufacturers has been thoroughly vetted, and right
now our bankers, of which we do have basically a depository, so to
speak, within the bank, conduct stress tests upon our business
very, very frequently. And we have also audited books by a top ten
national accounting firm. So it is thorough.

Chairman CRAPO. Thank you.

Ms. Pross or Ms. Sherwood, do you want to respond to that?

Ms. Pross. Sure. Part of our ongoing due diligence and opening
due diligence on cannabis-related accounts involves tying financial
statements, which are very frequently audited—these are very pro-
fessional businesses with CPAs and attorneys, and we are com-
paring financial statements to the financial activity we see going
through the account. We are also comparing that information to
data that we are getting from the Oregon Liquor Control Commis-
sion to ensure that everything makes sense. And if something does
not make sense, that is being promptly reported to the authorities.

So we believe that this can be addressed, and it can be addressed
in a very careful and diligent way.

Ms. SHERWOOD. I agree. As long as there is a clear guidance on
how to handle legacy cash, it should be manageable.

Chairman CRAPO. All right. And this is a question—actually,
again, I would like each of you to respond to this. I think Mr. Van
Meter has raised some significant questions both with regard to the
cash transactions and the banking transactions, but also with re-
gard to, I guess I would say, the substantive regulation of product.
For example, it has already been referenced, the high-intensity con-
centrates, the marketing tools and techniques, the targeting of chil-
dren and so forth.

Do the States that have legalized marijuana, either medical use
and/or medical and recreational use, do the States regulate those
types of access and concentration and product content issues?

Mr. LORD. Senator, yes, they do, and very, very thoroughly. The
maximum portion, regardless of potency, there are portion limits.
There are maximum sales limits that we can sell a customer or a
patient. We have tested product to parts per billion in purity, et
cetera. The testing is extremely rigorous. It is in a State-tracked
system in Colorado where every gram is traced seed to sale. And
Colorado is being used, you know, because of the length of time
that we have been in the market, as a template in other States,
and so extremely thorough.

Mr. VAN METER. Senator, I wanted to point out, again, in the ap-
pendix to my testimony, there is a picture of some marijuana
gummies, and these are considered not kid-friendly. So they are



31

brightly colored, they are sugar-coated, they are in the shape of pot
leaves, and that is why they are considered not kid-friendly, be-
cause kids are apparently, under the Colorado regulations, only at-
tracted to gummies that are in the shape of cartoon characters or
animals or people, but not vegetables or pot leaves or geometric
shapes. That is the logic as to how those products are legal.

I do not know about you, but any of my kids would quickly pick
up these products, and that is why Poison Control calls are through
the roof in all legalized States, but particularly Colorado and
Washington State where the data is being tracked.

Chairman CrAPO. So I guess a question I have for you, Mr. Van
Meter, are you arguing for a tougher Federal regulatory system of
content and access? Or are you arguing that there simply should
continue to be a nationwide ban on all marijuana products?

Mr. VAN METER. Well, we would—we do not think—we think
that legalization in America equals commercialization, and there is
not really a way to stop that. And so from that standpoint, I think
there is a benefit to keeping marijuana federally illegal.

At the State level, we think that there are important regulations
that should be put in place on potency, on product forms as a start.

Chairman CrAPO. All right. Ms. Sherwood and Ms. Pross, do you
have an opinion on this issue?

Ms. SHERWOOD. I am not qualified to answer on the State restric-
tions. The reality is the voters have spoken. It is already in the sys-
tem. We need to find a way to bank this.

Chairman CRAPO. Ms. Pross.

Ms. Pross. The State of Oregon regulates the cannabis industry
in Oregon through the Oregon Liquor Control Commission, and I
understand that this issue—it is much bigger than just banking.
There are certainly valid concerns being brought to this Committee
hearing today. But the SAFE Banking Act is narrowly targeted. It
is a narrowly targeted protection for financial institutions to serve
an $8.3 billion industry that is already in place today. It is nar-
rowly targeted, and I think it is time for a bipartisan fix to this
issue on the banking issue.

Chairman CRAPO. All right. Thank you.

I do have many more questions. I will probably submit some to
you myself.

Again, I appreciate all of you coming today. This is a very impor-
tant and complex issue that we need to get right, and your infor-
mation that you have already provided and your testimony is very
helpful in that regard. And as I indicated, you will probably be
asked to submit some further advice and insight to us as you re-
spond to the Senators’ questions.

That does conclude the questioning for today’s hearing. For the
Senators who wish to submit questions for the record, those ques-
tions are due to the Committee by Tuesday, July 30th, and, again,
we ask that you as the witnesses, if you receive questions, respond
as quickly as possible.

With that, this hearing is concluded.

[Whereupon, at 11:42 a.m., the hearing was adjourned.]

[Prepared statements, responses to written questions, and addi-
tional material supplied for the record follow:]
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PREPARED STATEMENT OF CHAIRMAN MIKE CRAPO

Today, the Committee will hear from witnesses about the challenges that State-
sanctioned businesses in the cannabis-industry have when attempting to access
mainstream financial services.

Under the Controlled Substances Act, marijuana, or cannabis, is currently consid-
ered a Schedule 1 drug.

Being categorized as a Schedule 1 drug means that the possession, distribution,
or sale of marijuana and other marijuana-derived products is illegal under Federal
law, and any proceeds from cannabis-related activities remain subject to U.S. anti—
money-laundering laws, such as the Money Laundering Control Act.

In the last several years, many States have used ballot initiatives or referendums
that have legalized marijuana in some form, whether for recreational or medical
use.

Currently, there are 11 States plus the District of Columbia, where it is legal to
buy and consume recreational marijuana (and medical), as well as the 22 States
plus D.C. that have approved medical marijuana—totaling 33 States in all that have
some form of legal marijuana.

Senators Gardner and Merkley have introduced bipartisan legislation that at-
tempts to ease some of the difficulties resulting from marijuana’s illegal Federal sta-
tus and more lenient State laws.

I have spoken many times with Senator Gardner on this bill and appreciate the
hard work each Senator has done on this legislation. I look forward to hearing from
each of you very soon.

Our second panel of witnesses will highlight challenges institutions face in bank-
ing different parts of the marijuana industry, how marijuana-related businesses op-
erate and the complications they have faced in accessing financial services, and how
the SAFE Banking Act would work.

We will also hear concerns over advocates pushing to legalize marijuana, the ef-
fects of the SAFE Banking Act in light of marijuana continuing to be illegal under
Federal law, and health harms and addictions that marijuana can lead to.

I look forward to learning more about the SAFE Banking Act and understanding
how the safe harbor would work, what the compliance challenges regarding inter-
state commerce could be, and the challenges presented when banking legacy cash,
specifically ensuring that the legacy cash complies with the FinCEN guidance.

Having a conversation about whether banks should be able to provide banking
services to entities engaged in federally illegal behavior brings up the issue and con-
cern that there has been a push to choke-off legal industries from the banking sec-
tor.

I have said this many times and I will say it again, Operation Choke Point was
deeply concerning because law-abiding businesses were targeted strictly for oper-
ating in an industry that some in the Government disfavored. Under fear of retribu-
tion, many banks have stopped providing financial services to members of these law-
ful industries for no reason other than political pressure, which takes the guise of
regulatory and enforcement scrutiny.

Operation Choke Point was inappropriate and Congress needs to pass legislation
to prevent future Operation Choke Point Initiatives.

PREPARED STATEMENT OF SENATOR SHERROD BROWN

Thank you Chairman Crapo for holding this hearing, and welcome to our wit-
nesses.

Over the past several years, voters and legislatures in nearly every State have,
to some degree, legalized or decriminalized cannabis. In my home State of Ohio,
medical cannabis is now legal, and dispensaries opened earlier this year.

The legal cannabis industry is one of the fastest growing in the United States.
It employs hundreds of thousands of people, many of whom are represented by
unions like the United Food and Commercial Workers International Union.

These Americans work hard to support themselves and their families, just like
workers in any other industry, and they deserve the same rights and protections.
Yet, in States like Ohio, these workers and businesses find it difficult to access the
barlliking system. And that puts them and the Americans they do business with at
risk.

No matter how you feel about marijuana itself, we have a duty to look out for
all the workers and communities we represent.

Without access to the banking system, legal cannabis businesses are forced to op-
erate in the shadows, dealing in large amounts of cash. This puts a robbery target
on the backs of workers and creates a safety hazard for communities. It can also
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make it harder to monitor transactions and combat money laundering. And getting
paid in cash means it’s difficult to get a credit card, prove your income to get a loan,
or even keep your personal bank account.

That can force workers to turn to shady outfits like payday lenders and check
C?Sdhilr)lg services that charge high fees and interest rates, or trap people in a cycle
of debt.

Companies or workers that have found a bank willing to handle their unique busi-
ness often pay high fees and are limited to only the most basic financial services.

This problem doesn’t just affect the cannabis industry. It also affects people that
you might not think of. Plumbers, welders, and electricians service retail locations
and other facilities. Lawn care and gardening companies, like Scotts Miracle-Gro in
my home State of Ohio, sell materials and equipment. All these businesses want to
serve their customers and support their workers, but they don’t want to lose their
longstanding banking relationships in the process.

Community banks and credit unions in my State and others want to serve the
cannabis industries in their communities. In fact, when I met with the members of
the Community Bankers Association of Ohio, and the Ohio Bankers League and
Ohio Credit Union League earlier this year, nearly every hand shot up when I asked
if this affected them.

But we know serving this industry comes with legal and supervisory risks, be-
cause of the tension between State and Federal law. It requires extra layers of due
diligence that is challenging and costly for many banks and credit unions.

And, banks and credit unions play a key role in monitoring our financial system
for fraud, money laundering, and other illegal activities. It’s critical that we main-
tain our robust anti— money-laundering framework. And access to the banking sys-
tem is essential to keeping our communities safe and ensuring full participation in
the economy.

We can’t continue to ignore this industry and the thousands of workers and com-
munities it affects.

We also know that today’s hearing is just one piece of the conversation Congress
must have on marijuana policy. People should not be thrown in jail or have their
futures jeopardized by a criminal record over nonviolent marijuana offenses. And ev-
eryone should have access to the medicine they need to care for themselves and
their families.

I'm looking forward to hearing the perspectives of the witnesses today when it
comes to banking policy and I hope Congress will consider it as part of a broader
approach. Thank you, Chairman Crapo.

PREPARED STATEMENT OF SENATOR CORY GARDNER

Thank you, Mr. Chairman, Chairman Crapo, Ranking Member Brown, my friends
and colleagues. Thank you for the opportunity to speak before you.

Let me start by saying thank you for holding this hearing. It is an important step
toward the Federal Government waking up to the reality that the cannabis issue
is not going away and needs action.

I know this is a difficult topic. But the American People sent us here to deal with
difficult topics.

There has been a dramatic shift in Americans’ views of cannabis in recent years.
Polling shows that about 65 percent of Americans support legalization of marijuana.
93 percent support medical marijuana. In fact, majorities of both parties support le-
galization. In a time when all the talk is about how divided we are, it’s hard to find
that sort of support for an issue.

Given that support, it shouldn’t be surprising that the vast majority of States
have changed their laws. 47 States now allow some form of cannabis. (I recognize
that my good friends from the 3 that have not—Idaho, Nebraska, and South Da-
kota—are on this Committee.) That represents more than 95 percent of our popu-
lation living in a State with laws allowing some form of cannabis.

dTlllirty-three States have legalized medical marijuana. Eleven allow regulated
adult use.

This is happening in the bluest of blue States, the reddest of red, and—in Colo-
rado’s case—the purplest of purples. It’s happening in traditionally progressive
States like Oregon, Massachusetts, and California. It’s happening in fiercely inde-
pendent States like Colorado, Alaska, and Maine. It’s happening in conservative
States like North Dakota and Georgia. It’s happening in rust belt States like Penn-
sylvania and Ohio.

Last year alone, Michigan, Missouri, Oklahoma, Utah, and Vermont all adopted
or expanded marijuana programs.
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In short, the States are leading on this issue, and the Federal Government has
failed to respond. It has closed its eyes and plugged its ears and pretended the issue
will go away. It won’t.

This disconnect between Federal and State marijuana laws has become, as the At-
torney General has testified, both “intolerable” and “untenable.”

The dramatically expanding cannabis industry presents real challenges for our
Nation. I have been a skeptic about cannabis legalization. It is no secret that I op-
posed legalization in Colorado in 2012.

I was concerned about the effects of legalization on Colorado’s youth and public
safety. I was leery of breaking with the Federal Government. I was uneasy about
adding another intoxicate in our culture, and I did not—and still do not—want to
encourage my own children to use marijuana.

Several years into legalization in Colorado, I can say that the sky hasn’t fallen.
There are challenges to be sure: Colorado has seen an increase in transient popu-
lations; there are concerns about traffic safety and hospitalizations; and cannabis
has been illegally trafficked into neighboring States.

But according to a recent JAMA Pediatrics report, youth use is about 10 percent
lower in legalized States. One strong theory as to why that’s the case is that legal
dispensaries both force out illegal sellers and enforce age limits. So youth actually
have less access to marijuana.

The data on crime are mixed. Marijuana offenses are down. Colorado has also ex-
perienced an increase in violent crime, but that’s likely a result of an increase in
transient populations moving to the State.

At the same time, the State has brought in over $1 billion in tax revenue. Last
year alone, the State received more than $266 million marijuana taxes. Millions of
those dollars are ending up in Colorado schools.

In short, the sky is not falling in Colorado.

Instead, what makes the current situation intolerable and untenable is the dis-
connect between Federal and State law.

For instance, every single State-legal cannabis transaction in Colorado is federally
illegal. That means the dollars involved are the proceeds of an unlawful transaction
under the Federal money-laundering statutes. That means that all of the different
parts of our economy that connect to any legitimate business—plumbers, elec-
tricians, lawyers, accountants, landlords, etc.—risk becoming Federal criminals for
serving a client.

That also means that the $1.5 billion industry is nearly all cash. Banks will not
accept industry money for fear of regulatory action or Federal forfeiture.

Keeping those dollars out of banks means we lose the ability to trace where the
dollars go. It also makes it harder to ensure all taxes are being paid. It makes it
easier for criminals in the illicit market to pose as legitimate. And it leaves hun-
dreds of millions of dollars of cash in the State.

For example, the State Department of Revenue has one location that accepts cash.
So business owners in the western part of the State often have to drive 5 or more
hours with tens of thousands of dollars in cash just to pay their taxes.

That creates a genuine public safety problem. Stockpiles of cash make the indus-
try a target for thieves. In 2016, a 24-year-old former Marine was tragically shot
and killed while on duty as a security guard at a dispensary.

And we are making it hard for these businesses to comply with the law. A few
months ago a partner at a major national law firm told me that the firm’s bank
accounts were going to be shut down because they counsel State-legal cannabis cli-
ents.

T've also heard from the city officials in the town of Desert Hot Springs, Cali-
fornia. For them, lack of banking means that when they take in a million dollar
bond for a cannabis business, it takes days to count the cash. It takes several em-
ployees off their normal work and it requires extra security in the city offices.

All of this is just scratching the surface of the financial services problems caused
by the Federal/State disconnect. I haven’t mentioned the problems with research or
veterans’ access or the EPA refusing to certify pesticides for use on cannabis or the
FDA'’s struggle to police advertising claims or the confusion created for law enforce-
ment or any of the other myriad problems that contribute to this intolerable and
untenable situation.

We have to act.

Our failure to act seems to be grounded in two incorrect assumptions. The first
is that we can continue prohibition. We can’t. We are a Government of the People
and the People have changed their views. So our laws much change.

The second is that we can come to a national consensus for full-throated legaliza-
tion in the nearterm. We can’t. There are still too many unanswered questions.
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Many States that have legitimate concerns. If those seeking reform insist on swing-
ing for the fences, they will strike out and lose the chance for real improvement.

I believe Senator Merkley recognizes this. I appreciate his efforts to provide real
X)ncrete improvement for the financial services industry with the SAFE Banking

ct.

I believe Senator Warren recognizes this. I appreciate her efforts to forge a com-
promise to allow the States to move at their own pace with the STATES Act.

And I believe you, Mr. Chairman, Ranking Member Brown, my friends on the
Committee, will see through this hearing that we must act. Thank you for holding
this hearing, and thank you for the opportunity to speak.

PREPARED STATEMENT OF SENATOR JEFF MERKLEY

Chairman Crapo and Ranking Member Brown, thank you for convening this hear-
ing on the challenges faced by the cannabis industry in the banking sector, and for
considering the legislation put forth by Senator Gardner and myself, the Secure And
Fair Enforcement (SAFE) Banking Act (S. 1200).

The lack of availability of financial services for cannabis-related businesses in
States where it is legalized has created a scenario where businesses are forced to
operate in all cash, leading to unsafe environments for all parties involved. Finan-
cial institutions support legal clarity and certainty and a legislative hearing would
provide an opportunity to address outstanding questions and ensure a better under-
standing of the proposed bipartisan legislation.

As of today, a majority of States and U.S. territories allow for some form of legal
cannabis. In total, 34 States, the District of Columbia and various U.S. territories
have legal frameworks that allow for either medical or adult-use of cannabis. Eleven
States have allowed for legal adult and medicinal use of cannabis in a regulated
program. Twenty-three States have a comprehensive medical marijuana program In
addition to these 34 States, another 13 have a limited medical use program, which
%%%%d)ef use of products containing cannabidiol (CBD) or low tetrahydrocannabinol

Legal Uncertainty

Currently, a limited number of State and federally chartered financial institutions
operate under guidance issued in February 2014 by the Financial Crimes Enforce-
ment Network (FinCEN) for cannabis related businesses in States where cannabis
is legal.2 While the FinCEN guidance offers some clarity to financial institutions
that are offering financial services to cannabis businesses, these institutions are
forced to operate in an uncertain legal environment.

This uncertain legal environment was exasperated when former Attorney General
Sessions rescinded the guidance known as the “Cole Memorandum” on January 4,
2018.3 The guidance directed U.S. Attorneys in States with regulatory and enforce-
ment systems that marijuana enforcement should be managed at the State and local
level. On April 9, 2019, Treasury Secretary Mnuchin testified before the House Fi-
nancial Services Committee that, “if this is something that Congress wants to look
at on a bipartisan basis, I'd encourage you to do this. This is something where there
is a conflict between Federal and State law that we and the regulators have no way
of dealing with.” 4

SAFE Banking Act of 2019

The Secure and Fair Enforcement (SAFE) Banking Act of 2019 would give legiti-
mate businesses acting in compliance with State cannabis laws access to the bank-
ing system, including protection against prosecution or asset forfeiture solely for
providing services to a State-sanctioned cannabis-related business.

1National Conference of State Legislatures. “Marijuana Overview”. National Conference of
State Legislatures. May, 28, 2019. Available at: http:/ /www.ncsl.org /research /civil-and-crimi-
nal-justice | marijuana-overview.aspx. Vox. “Illinois Just Legalized Marijuana”, June 25, 2019.
Available at: Atips:/ /www.vox.com [2019/6/25 /18650478 /illinois-marijuana-legalization-gov-
ernor-jb-pritzker.

2Department of the Treasury Financial Crimes Enforcement Network. “BSA Expectations Re-
garding Marijuana-Related Businesses”. FinCEN. February 14, 2014. Available at: https://
www.fincen.gov [ sites | default / files | shared | FIN-2014-G001.pdf.

3 Department of Justice. “Memorandum for all United States Attorneys on Guidance Regard-
ing Marijuana Enforcement”. August 29, 2013. Available at: https:/ /www.justice.gov/iso/opa/
resources/3052013829132756857467.pdf.

4Tom Angell, “State Financial Regulators Press Congress To Allow Marijuana Banking Ac-
cess”, Forbes, April 16, 2019. Available at: https:/ /www.forbes.com /sites/tomangell /2019/04/
16/ state-financial-regulators-press-congress-to-allow-marijuana-banking-access | #768692a755¢9.
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Financial institutions that provide banking services to legitimate cannabis busi-
nesses, including tribal businesses conducting State-sanctioned activities in Indian
Country, are currently vulnerable to criminal prosecution under Federal law. Few
banks and credit unions are willing to risk providing services to cannabis-related
businesses, leaving many of them cut off by financial institutions and unable to ac-
cept credit cards, deposit revenues, or write checks to meet payroll or pay taxes.
Cannabis-related legitimate businesses have lost their accounts at both banks and
credit unions because of the uncertainty. Forcing business and tribes to operate in
all cash creates a serious safety risk for the businesses and the neighboring commu-
nity. By allowing banks and credit unions to service legitimate State-regulated can-
nabis businesses and tribes engaging in the cannabis industry in States where it
is legal, this bill will help law enforcement protect our communities, and help local,
State, tribal, and Federal taxing agencies collect taxes due on State-sanctioned can-
nabis sales.

This legislation:

e Provides safe harbor for depository institutions and credit unions by preventing
Federal banking regulators from:

e Terminating or limiting depository institutions’ Deposit Insurance Fund or
credit unions’ share insurance under the National Credit Union Share Insur-
ance Fund for providing services to a State-sanctioned and regulated can-
nabis business, or to a tribe that has cannabis-related businesses, solely be-
cause that institution is providing services to a legitimate State-sanctioned
and regulated cannabis business;

e  Prohibiting, penalizing, or discouraging a depository institutions from pro-
viding financial services to a legitimate State-sanctioned and regulated can-
nabis business;

e Recommending or incentivizing a depository institution to halt or downgrade
providing any kind of banking services to these businesses; or

e Taking any action on a loan to an owner or operator of a cannabis-related
business.

e Creates safe harbor from liability and asset forfeiture for institutions and their
officers and employees who provide financial services to legitimate cannabis
businesses pursuant to State or tribal law.

e Does not require depository institutions or credit unions to provide financial
services to a cannabis-related legitimate business.

e Requires depository institutions and credit unions to file Suspicious Activity Re-
ports under the Bank Secrecy Act pursuant to relevant FinCEN guidance.

Widespread Support

There is widespread support across local government, law enforcement, and indus-
try to provide a safe harbor for cannabis businesses to access financial services. In
April 2019, a bipartisan coalition of 25 State banking regulators sent a letter to
Congress emphasizing the need for a permanent resolution to cannabis businesses’
access to financial services. Their letter highlighted the risk to the economy, finan-
cial institutions, and public safety caused by the uncertainty between Federal and
State law. Another bipartisan coalition of 17 State treasurers have also supported
taking up the SAFE Banking Act. And in May 2019, a bipartisan group of 38 State
attorneys general sent a letter to Congress urging they take up the SAFE Banking
Act, in the interest of public safety and bringing cannabis into the regulated bank-
ing sector.

A large swath of the financial industry, including the Independent Community
Banks of America, the American Bankers Association, the Credit Union National
Association, the Ohio Bankers League, and the Ohio Credit Union League have en-
dorsed the SAFE Banking Act as a mechanism for financial institutions to offer
services to cannabis and cannabis affiliated businesses without violating law. Fi-
nally, the National League of Cities also endorsed passage of the SAFE Banking Act
as a way to provide cannabis businesses access to the banking system.

In the U.S. House of Representatives, the SAFE Banking Act (H.R. 1595) passed
through the House Financial Services Committee on June 5, 2019, with strong bi-
partisan support and a vote of 45 to 11.

Closing

In closing, I thank you for this legislative hearing today, which will give Members
the opportunity to hear directly from witnesses who have direct experience with the
challenges facing the financial sector, the cannabis industry, and law enforcement.
More than half of the States in our country allow for medical or adult-use of can-
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nabis. As more States consider legalization of cannabis for medical and adult-use,
it is critical that this Committee create a path for the financial sector’s role in serv-
ing the growing cannabis industry.

PREPARED STATEMENT OF RACHEL PROSS

CHIEF RiSK OFFICER, MAPS CREDIT UNION, ON BEHALF OF THE CREDIT UNION
NATIONAL ASSOCIATION

JuLy 23, 2019

Good afternoon, Chairman Crapo, Ranking Member Brown, and Members of the
Committee. Thank you for this opportunity to testify on a very important issue: en-
suring access to mainstream financial services for cannabis businesses that operate
legally under State law.

My name is Rachel Pross. I am the Chief Risk Officer of Maps Credit Union, a
midsized financial cooperative in Salem, Oregon. I am testifying today on behalf of
the Credit Union National Association, the Nation’s largest credit union advocacy
organization. CUNA represents both State and Federal credit unions and the 115
million members across the United States that they serve.

Maps Credit Union (Maps) has approximately 270 employees and $770 million in
assets. Our credit union was founded in 1935 when a group of teachers pooled to-
gether their scarce resources for the collective, greater good. Today, Maps has a
community charter and serves over 65,000 member-owners in Oregon’s relatively
rural Willamette Valley. Our cooperative has 10 branches in addition to a robust
educational outreach program that includes 2 student-operated branches in our local
high schools.

As a community-focused organization, we have seen and experienced first-hand
the many challenges facing both financial institutions and State-sanctioned can-
nabis businesses seeking to operate within the financial mainstream. My testimony
will talk about those challenges, but, before going into great detail, I'd like to start
by telling you a story. It is the story of how my credit union, Maps Credit Union,
has sought to overcome those challenges since 2014 and has become a part of the
solution for the Willamette Valley communities of Oregon. Our efforts were sparked
by the people of the State of Oregon voting in favor of ballot measure 91 and, as
a result, making the use of cannabis for both recreational and medicinal purposes
legal under Oregon law.1

The Maps Credit Union Approach to Cannabis Banking: Offering Communities in
Oregon a Safe Solution

As a financial cooperative, Maps believes that it is our duty to serve the members
of our community and to listen to the needs of the individuals and businesses who
contribute to that community. Though Maps has no position on whether cannabis
should be legalized federally, we acknowledge that the voters of Oregon have al-
ready spoken on that issue for the people of our State. Accordingly, after extensive
research and risk analysis in 2014, our member-elected, volunteer Board of Direc-
tors voted to serve cannabis businesses for two primary reasons:

1. To serve the underserved-which speaks to the credit union mission and philos-
ophy as a not-for-profit financial cooperative, and

2. To enhance the safety of our community in the Willamette Valley by removing
large amounts of cash from the streets of our cities by ensuring that legal can-
nabis businesses operating in the State of Oregon had access to mainstream
financial services.

To our knowledge, Maps is the only financial institution in the State of Oregon
that has continuously served the cannabis industry since 2014. And, in the 5 years
since, our organization has come to provide banking services to 500 Oregon-sanc-
tioned cannabis businesses. That makes the cannabis banking program at Maps one
of the largest in the United States.

In terms of safety, statistics show that cash-only businesses increase the risk of
crime. This is especially true in the cannabis industry given the lack of access to
mainstream financial services. A 2015 analysis by the Wharton School of Business
Public Policy Initiative found that, in the absence of being banked, one in every two
cannabis dispensaries were robbed or burglarized—with the average thief walking
away with anywhere from $20,000 to $50,000 in a single theft. Compare that with
the statistics from our credit union. In 2017 and 2018 alone, Maps received well

1Cannabis usage for medicinal purposes became legal in the State of Oregon in 1998.
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over $529 million in cash deposits from cannabis businesses. So far this year, we've
received another $169 million in cash deposits—meaning that we are on track to
remove over $860 million in cash from the sidewalks of Oregon’s communities in
just 3 years. That’s millions of dollars that used to be carried around in backpacks
and shoeboxes by legitimate, legal business owners in the State of Oregon, making
them prime targets for thieves and other criminals.

When Maps’ Board of Directors voted to serve cannabis businesses, they knew it
would be one of the first programs of its kind in the country, and they committed
to fostering the diligent culture of risk management and compliance necessary to
do it properly. Maps’ goal was and is to help set a standard nationwide, enabling
other credit unions to eventually serve the industry with tried-and-true best prac-
tices.

The compliance framework Maps utilizes to serve canna-businesses is based on
the U.S. Department of the Treasury’s Financial Crimes Enforcement Network BSA
Expectations Regarding Marijuana-Related Businesses (FinCEN Guidance). Though
the February 2014 Cole Memorandum from the Department of Justice (Cole Memo)
was rescinded in January of 2018 by Attorney General Sessions, the guidelines of
the Cole Memo remain in place as part of the FinCEN Guidance.

To comply with the FinCEN Guidance, Maps has established a rigorous screening
and compliance protocol and has invested considerably in the robust infrastructure
required to appropriately monitor and maintain these high-risk accounts. We have
a centralized team of dedicated professionals in our cannabis banking program, and
the staffing averages one full time employee for every 40 cannabis business ac-
counts. Our Bank Secrecy Act and Anti—Money Laundering Compliance Program
has been reviewed by both State and Federal financial regulators on multiple occa-
sions, and we also obtain an independent, external compliance audit of the Program
annually. In February 2018, I had the opportunity to represent Maps as a guest pre-
senter on behalf of the financial sector at U.S. Attorney Billy Williams’ Oregon
Marijuana Summit in Portland. The subsequently issued enforcement priorities of
the Oregon U.S. Attorney also play an important role in the monitoring of cannabis
business account activity at Maps.

As part of Maps’ initial evaluation and ongoing monitoring of cannabis-related ac-
counts, we collect corporate records, ownership information (including criminal back-
ground checks on all account signers), ongoing financial statements, and day-to-day
account transaction activity. All of that information is meticulously scrutinized to
ensure the activity on the accounts is legitimate and, to the best of our knowledge,
completed in accordance with State laws and the FinCEN Guidance. We work close-
ly and transparently with our regulators, and we take pride in having a collabo-
rative relationship with the Oregon Liquor Control Commission to ensure that the
cannabis businesses we serve are operating in compliance with all applicable State
licensure requirements. That information sharing is permissible under Oregon
House Bill 4094, which was signed into law in April 2016 by Oregon Governor Kate
Brown. HB 4094 exempts financial institutions that provide financial services to
lawful marijuana-related businesses from any applicable criminal law in the State
of Oregon and includes a provision on information sharing.

Most importantly, in accordance with the FinCEN Guidance, the Credit Union
files quarterly Suspicious Activity Reports (SARs) on every cannabis-related busi-
ness account in the organization, and we file Currency Transaction Reports (CTRs)
on every cash transaction or group of cash transactions totaling over $10,000 in one
business day. Also, in accordance with the FinCEN Guidance, the Credit Union
prioritizes SARs with regard to which cannabis accounts are acting in accordance
with State law and any accounts we suspect could possibly be engaged in illegal ac-
tivlities such as diversion into other States, money laundering, or black-market
sales.

To put some numbers around this compliance program, as of June 30, Maps has
filed approximately 19,500 individual reports (CTRs and SARs) related to cannabis
business accounts since January of 2017. Diving more deeply into that number,
Maps has filed 3,489 Suspicious Activity Reports since January 1, 2017, and 91.5
percent of those SARs were directly due to our filing obligations for cannabis busi-
nesses under the FinCEN guidance. When filing SARs, Maps provides the names
of all individuals who are involved with the accounts, all account activities broken
down by individual transactions, and a description of that activity. Once a SAR is
filed, law enforcement can request additional supporting documentation related to
the reported activity, giving the Government a very broad ability to review the in-
formation we have so diligently collected and retained on the accounts.

Because the cannabis industry is primarily cash-based, these transaction records
would not otherwise be available if financial institutions were not permitted to serve
the industry. We firmly believe that providing banking services to this industry de-
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livers a significant benefit to law enforcement because Maps is essentially providing
free, highly detailed information at least every quarter on cannabis-related mone-
tary activity in the State of Oregon. Furthermore, we educate each and every one
of our cannabis-related account holders about the FinCEN Guidance and the criti-
cality of compliance and transparency. This ultimately reduces the likelihood of fi-
nancial crime on their parts. They want to keep their accounts with us, so they care-
fully adhere to the requirements given to them.

As a pressing word of caution, there are numerous unscrupulous players trying
to benefit from the severe shortage of legitimate financial services available to can-
nabis businesses, and concerns around criminal prosecution are only feeding those
predatory players’ flames. Cannabis businesses are frequently bombarded with pro-
posals for payment “solutions” that are unregulated (and therefore not subject to
Bank Secrecy Act compliance), and their “solutions” are often very clearly a form
of money laundering. We have heard of proposals involving everything from
cryptocurrency to cashless “chit” mechanisms to the use of prepaid gift cards—none
of which would provide the Federal Government any valuable information on can-
nabis-related financial activity or the movement of cannabis within the United
States. Credit unions, however, are heavily regulated and prudently abide by State
and Federal guidelines, so we are undoubtedly a safe and transparent choice for
both cannabis businesses and the U.S. Government.

With the momentum currently seen across the United States toward the legaliza-
tion of cannabis either medicinally or recreationally in many States, there is deep-
ening interest in the financial sector for serving these businesses. Having been
founded by a group of teachers, it should come as no surprise that Maps is pas-
sionate in our beliefs about the importance of education and advocacy. To that end,
I presented Maps’ cannabis banking program 16 times nationwide last year. This
collaboration is part of the DNA in credit unions, and we consider it a privilege and
an honor to assist other credit unions with vetting their own programs.

Even Without Directly Accepting the Cannabis Industry as Clients, Credit Unions
and Banks Operating in States Where Cannabis Is Legal Still Risk Unknowingly
Serving Cannabis-Related Businesses

Indirect connections to cannabis revenues are hard, if not impossible, for financial
institutions to both identify and avoid. The simple reality is that growers and retail-
ers in the cannabis industry do not operate in a vacuum. Instead, like almost every
other business, the industry is dependent upon any number of vendors and sup-
pliers to function. These are everyday businesses like the printing company that
makes a business card, the office supply company that fulfills order for pens and
copy paper, the housekeeping crew or landlord that cleans or rents office or retail
space, and even the utility company that provides that office/retail space or growing
location with water or electricity. Under the existing status quo, a credit union that
does business with any one of these indirectly affiliated entities could unknowingly
risk violating the Federal Controlled Substances Act, USA Patriot Act, Bank Secrecy
Act, and/or the Racketeer Influenced and Corrupt Organizations Act, among other
Federal statutes.

Yet, as a bipartisan group of Senators noted in a 2016 letter to FinCEN, “[1]ocking
Lawyers, landlords, plumbers, electricians, security companies, and the like out of
the Nation’s banking and finance systems serves no one’s interests.”2 The current
rift between Federal and State law has left credit unions and other financial institu-
tions trapped in a scenario where their mission to serve the financial needs of their
local communities is directly pitted against the inability to have perfect information
regarding every indirect business activity and the threat of Federal enforcement ac-
tion.

Without banking services, cannabis businesses and the businesses indirectly re-
lated to them are less able to obey the law, pay taxes, and follow State regulations.
The public safety risks posed by these businesses are easily mitigated through ac-
cess to mainstream banking service providers and keeping the cash off the streets.
This is a critically important public service.

Even Without Directly Accepting the Cannabis Industry as Clients, Credit Unions
and Banks Operating in States Where Cannabis Is ILLEGAL Still Risk Un-
knowingly Accepting Funds Derived From Cannabis-Related Businesses

There are 25 Members of the Senate Banking Committee. Though some form of
cannabis usage for either medicinal and/or recreational purposes 1s legal in many

22016 Senate Letter to FinCEN requesting guidance on ancillary businesses (Dec. 14, 2016),
available at Attps:/ /www.warren.senate.gov/files /documents [ 12-14-16-SL-FinCEN-Indirect-
Businesses.pdf (last accessed July 10, 2019).
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States represented by this Committee’s membership, it remains either partially or
wholly illegal in a significant number of the States that the Members of this Com-
mittee have been elected to serve. Given that reality, it may be tempting for some
Senators on this Committee to believe that the issues relating to this problem do
not affect either the financial institutions in their State or their individual constitu-
ents. That belief, however, would be wrong.

The reality is that the United States benefits from a nationally, even globally
interconnected economy, where a company like Wal-Mart-based in the State of Ar-
kansas—where recreational cannabis usage is illegal—could conceivably, or even
likely has sold paper or light bulbs to a recreational cannabis business operating
legally in the State of California through its online platform or the 167 retail stores
it operates in that State. The same is true for companies like Albertson’s, a grocery
chain based in the State of Idaho, where cannabis usage is illegal for both medicinal
and recreational purposes. Yet, the interconnected nature of our national and global
economy understands that Albertson’s operates 129 stores in the State of California,
32 stores in the State of Washington, and 30 stores in Oregon—States where can-
nabis usage is legal for both medicinal and recreational purposes. These examples
hint at the truth: every time an employee of a cannabis-related business uses his
or her paycheck to buy something as benign as groceries, the local Arkansas or
Idaho bank or credit union depositing the companies’ profits gained from those sales
is directly impacted by the dilemma before this Committee today.

Wal-Mart is the single largest employer in 21 States in this country, including
Kansas, Arkansas, Louisiana, Mississippi, Virginia, Alabama, Georgia, South Caro-
lina, and Ohio, making these concerns an everyday consideration for the credit
unions and banks operating in those States and choosing to accept their corporate
profits and individual employee paychecks for deposit. The same is true for other
nationally prominent retail chains serving as one of a State’s largest employers,
such as Lowe’s Home Improvement in North Carolina, Kroger Grocery Stores in Ari-
zona, Albertson’s in Montana, and Giant Grocery Stores and Home Depot in Penn-
sylvania. Because each of these retail chains has a significant footprint in States
where cannabis-related businesses are legal for either medicinal or recreational pur-
poses—and often both—there can be little doubt that some income that they derive
1s related to the cannabis industry. Yet, the inability for credit unions and banks
to accept deposits or bank individuals affiliated with their State’s largest employers
would have devastating consequences to the economies of each of those States and,
most importantly, its citizens. That result, however, is exactly what the status quo
can be read to require.

These challenges are not limited to the retail sector alone. In States like South
and North Dakota where Sanford and Avera Healthcare systems serve as the States’
largest employers, recognition of the fact that each operates medical facilities in
Minnesota—where physicians and nurse practitioners are legally permitted to pre-
scribe Cannabis for certain medical conditions—suggests that some portion of each
company’s earnings could derive from cannabis-related business. Yet, no one wants
to see the credit unions and banks in North and South Dakota stop accepting depos-
its related to the largest employers in each State. Additional examples exist, such
as the investment portfolio of Nebraska’s Berkshire Hathaway or the internet and
telephone communication services provided in cannabis-legal States by Sprint and
Century Link. In short, the banking systems in every single member of this Com-
mittee’s own State are jeopardized by Congress’s failure to address this issue. And
so are the banking abilities of your largest employers and the banking abilities of
your individual constituents. For each of these reasons, the Members of this Com-
mittee, and Congress as a whole, must act.

Congress Should Grant Financial Institutions That Serve State-Sanctioned Cannabis
or Cannabis-Related Businesses a Safe Harbor From Criminal Prosecution for
Providing Banking Services

In the absence of a Federal law providing explicit legal clearance for financial in-
stitutions to provide banking services to the Cannabis industry, it is highly likely
that many of these businesses will be forced to continue operating outside of the
financial mainstream. That outcome increases the potential of lost tax revenue, in-
creases the likelihood of criminal thefts in our communities, and deprives both State
and Federal law enforcement of important information about cannabis activity. We
need Congress to resolve the risk financial institutions face by providing a safe har-
bor for credit unions and banks serving State-sanctioned cannabis businesses.
That’s why both Maps and the Credit Union National Association support legisla-
tion like “The SAFE Banking Act”, sponsored by Senator Merkley as S. 1200 in the
Senate and Representative Perlmutter as H.R. 1595 in the House during the current
116th Congress.
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If enacted, the SAFE Banking Act would offer narrowly targeted Federal protec-
tions for credit unions and other financial institutions accepting deposits from, ex-
tending credit or providing payment services to an individual or business engaged
in cannabis-related commerce in States where such activity is legal with a safe har-
bor, so long as they are compliant with all other applicable laws and regulations.
Furthermore, the SAFE Banking legislation provides safe harbor to credit unions
and their employees who are not aware if their members or customers are involved
in this business. We believe this is a reasonable and sound approach.

Conclusion

Credit unions do not have a position on the Federal legalization of cannabis. The
simple fact of the matter, however, is that many credit unions operate in States and
communities that have made cannabis usage or growth legal for medicinal and/or
recreational purposes. We strongly believe that financial institutions should be per-
mitted to lawfully serve businesses that engage in activities that are authorized
under their State laws, even when such activity may be inconsistent with Federal
law. For that reason, credit unions will continue to support the SAFE Banking Act.

On behalf of America’s credit unions and their 115 million members, we urge both
Congress and the Administration to work towards turning this legislation into the
law and providing financial institutions with the certainty needed to better serve
our communities.

Thank you for the opportunity to testify today. I am happy to answer any ques-
tions the Committee Members may have.

PREPARED STATEMENT OF JOANNE SHERWOOD

PRESIDENT AND CEO, CITYWIDE BANKS, ON BEHALF OF THE AMERICAN BANKERS
ASSOCIATION

JuLy 23, 2019

Chairman Crapo, Ranking Member Brown, and Members of the Committee, I am
Joanne Sherwood, President and CEO of Citywide Banks and Chair of the Colorado
Bankers Association. Citywide Banks is headquartered in Denver, Colorado, with
$2.3 billion in total assets.

I appreciate the opportunity to present the views of the American Bankers Asso-
ciation (ABA) regarding the Federal prohibition preventing banks from handling
money related to cannabis businesses. ABA is the voice of the Nation’s $18 trillion
banking industry, which is composed of small, midsize, regional, and large banks
that together employ more than two million people, safeguard nearly $14 trillion in
deposits, and extend $10 trillion in loans.

ABA supports S. 1200, the SAFE Banking Act and we are grateful to Chairman
Crapo and Ranking Member Brown for your leadership in holding a hearing to dis-
cuss this urgent issue. While some lawmakers would prefer to avoid this subject,
voters have made it clear that this issue is not going away—with 33 States already
having approved cannabis use and as many as 10 more States with potential can-
nabis-related initiatives on the ballot in 2020.

Since 1996, voters across the country have determined that it is appropriate to
allow their citizens to use cannabis for various purposes. In Colorado, voters ap-
proved medical cannabis in 2000 and voted to approve recreational cannabis sales
in 2012.

As the legal State-cannabis industry continues to grow, the indirect connections
to cannabis revenues will also continue to expand. Without congressional action and
clearer guidance from banking regulatory agencies, that entire portion of economic
activity, which operates across all 50 States, may be marginalized from the banking
system.

Despite the majority of States having adopted cannabis regimes of some kind,
Federal law prevents banks from banking cannabis businesses. Specifically, The
Controlled Substances Act (21 U.S.C. 8801 et seq.) classifies cannabis as an illegal
drug and prohibits its use for any purpose. For banks, that means that any person
or business that derives revenue from a cannabis firm—including real estate own-
ers, security firms, utilities, vendors and employees of cannabis businesses, as well
as investors—is violating Federal law and consequently putting their own access to
banking services at risk.

Unintended Consequences Are Significant if Cannabis Businesses Cannot
Be Banked

Because cannabis continues to be illegal at the Federal level, handling funds asso-

ciated with cannabis businesses can be deemed money laundering. That Federal/
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State divide has particularly severe repercussions for banks and communities like
mine, where the cannabis industry is fully operational, but it also impacts banks
in every State.

In Colorado, there was over $1.5 billion in total cannabis sales in 2017, with al-
most $600 million in total sales in the city of Denver. With limited access to bank-
ing services available, there exists a cash economy for cannabis which lacks visi-
bility from a regulatory and taxation perspective. Large amounts of cash remain on
site in many of the cannabis related businesses which creates significant safety con-
cerns for the communities where they are located. To give you a sense of the scope
of this problem, there are approximately 500 unique locations for licensed cannabis
business in Denver alone.

For banks in States like Idaho and Nebraska, where cannabis has not been legal-
ized for any purpose, there are still significant compliance challenges that must be
addressed. Cannabis businesses operating in States where is it legal rely on sup-
pliers, service providers and even investors to support their business operations. For
example, the bank may have a customer that is an agribusiness, a law firm, a pay-
roll company, or a real estate investor whose business derives some measure of rev-
enue from a cannabis related business in a neighboring State. As a result, a bank
may inadvertently serve businesses and individuals that have connections with and
receive funds from legal State cannabis companies in a nearby State despite the
bank’s best efforts to identify and prevent cannabis-related funds of any kind from
entering the bank. Bank customers do not contain their financial activity within
State boundaries, and their economic interactions are varied and may only be tan-
gentially related to a State cannabis business.

Short of terminating their relationships with all of these customers who are other-
wise unrelated to cannabis but which do receive money from a cannabis-related
business, the bank must dedicate significant resources to developing a compliance
strategy that allows them to continue to serve their communities in an environment
where the letter of Federal law and the reality of the current marketplace are ir-
reconcilable.

Many Benefits Accrue From Enabling Banks To Serve This Market

In addition to the unintended consequences for ancillary businesses, communities
with legalized cannabis are also struggling to address the significant challenges to
public safety, regulatory compliance and tax compliance that go together with cash-
reliant businesses. For example, in Denver, cannabis businesses make up less than
1 percent of all local businesses but have accounted for 10 percent of all reported
business burglaries from 2012-2016. On average, more than 100 burglaries occur
at cannabis businesses each year according to the Denver Police Department, and
burglaries and theft comprise almost 80 percent of Denver’s cannabis industry-re-
lated crime. Providing a mechanism for the cannabis industry to access the regu-
lated banking system would help those businesses and their surrounding commu-
nities by reducing the high-volume of cash on hand, thereby reducing instances of
cash-motivated crime.

Access to the banking system would also increase the efficiency of tax collections
and improve the financial transparency of the cannabis industry. Since many can-
nabis businesses do not have a bank account, they are forced to pay their taxes in
cash at local IRS offices. Processing such paper-based returns costs the IRS nearly
17 times more compared to an e-filed return, and sometimes requires local tax of-
fices to invest in additional security measures because of the cash payments. Those
costs are ultimately borne by taxpayers and could be avoided by allowing cannabis
businesses access to bank accounts, which enable electronic tax payments.

Due to the lack of transparency associated with cash-based transactions, tax-
payers are also less likely to report cash income than payments received by check
or those subject to third-party reporting or withholding. Although the cannabis in-
dustry is regulated and therefore likely more tax-compliant than unregulated cash-
based businesses, initial studies show that there are still significant tax evasion
challenges in the current cannabis environment. The city of Sacramento, for exam-
ple, estimated that cannabis dispensaries are underpaying their taxes by up to $9
million per year due to poor recordkeeping or filing of inaccurate financial state-
ments with local tax collectors. Given that tax revenues from the cannabis industry
are often earmarked for education and public health initiatives, compliance is crit-
ical to the well-being of local communities. Banking the cannabis industry is a
straightforward way to ensure that businesses have the means and motivation to
remain fully tax compliant.

Allowing cannabis related businesses access to the regulated banking system
would also improve Federal and State oversight of their financial activities. Bank
accounts are monitored in accordance with existing anti—money laundering and
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Bank Secrecy Act requirements which help law enforcement to identify and address
suspicious transactions—an opportunity that is not available in an all-cash environ-
ment. One of the foundations of the Bank Secrecy Act (BSA) is the transparency
provided by bank records of transactions. In fact, when adopting the BSA in 1970,
Congress found that records maintained by businesses “have a high degree of use-
fulness in criminal, tax, and regulatory investigations and proceedings.” The in-
creased transparency that would come from processing transactions through bank
accounts instead of in cash would ensure that regulators and law enforcement have
the necessary tools to identify bad actors and remove them from the marketplace.
The activity of cannabis businesses would become part of the standard process that
all banks apply to their customers to understand customer profiles, assess risk, and
monitor for and report possible suspicious activity and large cash transactions.

For example, currently, when banks open accounts, they verify the identity of the
individuals opening the account and create a risk profile for the customer based on
a variety of factors: the bank products used, the type of business the customer is
in, where the company plans to do business, and its existing relationships with the
bank, among others. Then, once the account is opened, the bank will monitor trans-
actions to ensure that the customer is operating in accordance with the profile pre-
sented at account opening. If something unusual or out of the ordinary occurs that
cannot be explained, the bank will report that to the appropriate authorities by fil-
ing a Suspicious Activity Report (SAR). In addition, if the customer engages in a
large cash transaction, the bank generally will file a Currency Transaction Report
with FinCEN. If a customer is operating on an all-cash basis without a bank ac-
count, none of that takes place and if unusual transactions occur, it is not reported
to FinCEN.

Despite the myriad benefits that would result from banking this fledgling indus-
try, widespread and consistent financial services will not be possible until Congress
removes the risk of Controlled Substances Act liability and directs the Federal
banking regulators to issue guidance to help banks understand what procedures are
acceptable. Currently, the only direction available to financial institutions in connec-
tion with cannabis-related accounts comes from guidance issued by the Financial
Crimes Enforcement Network (FinCEN) in 2014. That guidance, which references
a now rescinded memorandum from the U.S. Department of Justice (the “Cole
Memo”), describes how financial institutions can report cannabis-related business
activity consistent with their Bank Secrecy Act obligations where there is this con-
flict between State law which makes an activity legal and Federal law which pro-
hibits it. It does not create a safe harbor or otherwise modify Federal law to protect
banks from criminal and civil liability for money laundering. The guidance specifi-
cally reminds banks that marijuana continues to be illegal under Federal law.

Although a small number of financial institutions have weighed the prevailing cli-
mate of nonenforcement and have decided to shoulder the risk in order to serve the
needs of their communities, the majority of financial institutions will not accept the
legal, regulatory, or reputational risk associated with banking cannabis-related busi-
nesses absent congressional permission to do so. Because Congress has banned
marijuana, whether for medicinal or adult use, it will require action by Congress
to allow banks to serve this industry.

The SAFE Banking Act Would Help Address the Problem

The bipartisan SAFE Banking Act (S. 1200), which is before the Committee for
consideration, would help address this urgent banking problem. The bill specifies
that proceeds from a State licensed cannabis business would not be considered un-
lawful under Federal money-laundering statutes or any other Federal law and di-
rects FinCEN and the Federal banking regulators to issue guidance and exam pro-
cedures for banks doing business with cannabis related legitimate businesses. Ex-
plicit, consistent direction from Federal financial regulators will provide needed
clarity for banks and help them to better evaluate the risks and supervisory expec-
tations for cannabis-related customers.

Although the SAFE Banking Act does not cure all of the cannabis-related banking
challenges, it would help the 33 States that have legalized cannabis in some form
to make their communities safer, collect their taxes, and regulate their cannabis
markets effectively. It would also help banks and their customers in States without
legal cannabis regimes by addressing the unintended consequences for unrelated
businesses that provide products and services to the cannabis industry, their em-
ployees or service providers, without undermining each State’s ability to prohibit
cannabis sales and use within their borders.
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Summary

ABA supports the SAFE Banking Act and urges the Committee to markup and
advance this legislation as soon as possible. Approving a narrow, banking specific
remedy will reap immediate public safety, tax, and regulatory benefits without un-
dermining broader deliberations about national drug policy that will take more
time.

Thank you for your efforts to address this important issue that has become a chal-
lenge for many of our Nation’s communities and the banks that serve them. I am
happy to answer any questions you may have.

PREPARED STATEMENT OF GARTH VAN METER
VICE PRESIDENT OF GOVERNMENT AFFAIRS, SMART APPROACHES TO MARIJUANA

JuLy 23, 2019

Chairman Crapo, Ranking Member Brown, Members of the Committee, thank you
for inviting me to testify before you today. My name is Garth Van Meter, and I am
the Vice President of Government Affairs for Smart Approaches to Marijuana, a
nonpartisan, nonprofit organization dedicated to a public health approach to addic-
tion and recovery. SAM was founded by former Congressman Patrick Kennedy, cur-
rent editor of The Atlantic David Frum, and former senior drug policy advisor to
three Administrations, Kevin Sabet. SAM believes no one should be locked up or
have the rest of their life ruined just because they got caught with a joint, but we
should also not create a new addiction-for-profit industry in the model of Big To-
bacco. SAM partners with a wide variety of other organizations, including major
medical societies, treatment and recovery advocates, law enforcement groups, AAA,
Parent-Teacher Associations, and drug prevention groups to advocate for a public
health approach to drug policy.

The Addiction Crisis

The fundamental question before us today is whether we want to promote and in-
crease drug use during an addiction crisis or discourage drug use and help people
find recovery and healing. By skipping ahead to a technicality over banking rules,
the marijuana industry is hoping to gain many of the benefits of Federal legaliza-
tion without a debate over the public health effects. But make no mistake, a policy
change around banking would have massive public policy and public health rami-
fications, so we are shirking our duties if we do not consider the full question. The
SAFE Banking Act will allow the expansion of an industry pushing new, exponen-
tially more powerful forms of marijuana before any of its health or other societal
impacts are fully understood.

Banks currently want to have it both ways: they say they are not taking a posi-
tion on legalization, but they want to profit from a fabulous new line of business:
depositing federally illegal proceeds. I am amazed that no one has called them on
it. It is an untenable position. If they want to benefit from the sales of 99 percent
potency concentrates, pot candies and gummies, and high potency vapes that are
marketed to young demographics through social media influencers using the Juul
playbook, they should be consistent and argue to have those things legalized and
advertised. But they are not doing that, because they know that their public reputa-
tion would take a hit. So instead, they argue that they should participate in what
is literally the definition of money laundering for federally illegal proceeds but be
held harmless for the damage to public health and public safety.

The Potential Increase of Wide-Spread Investments in the Marijuana Indus-
try

I want to examine two scenarios that could result from the passage of the SAFE
Banking Act.

The first is the best-case scenario, and the intended effect of the bill: let’s say only
State licensed marijuana producers and stores participate in the Federal banking
system.

For expert testimony on the purpose of the SAFE Banking Act, I refer you to
former Speaker John Boehner’s marijuana investing seminar,! in which you find
these statements, “With traditional investments, only 172 percent of the money
comes from little fish like you and me. The other 82 percent is from the big play-
ers, the major investment firms, hedge funds, pension funds, established corpora-
tions. Banking restrictions are preventing almost all of those investment firms and

Lhttps: | |www.youtube.com [ watch?v=CZXGiRcXLJo
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funds from diving head first into cannabis. Well, they’re dying to get in. I'm helping
some of these bigger fish get ready to invest. There are hundreds of billions of dol-
lars sitting on the sidelines.”

The SAFE Banking Act could have been drafted to narrowly address point-of-sale
transactions. Instead, the bill is written specifically to allow those “hundreds of bil-
lions of dollars sitting on sidelines” to invest. Does anyone think that public health
is going to be the driving force behind these multinational corporations who have
to report quarterly earnings? For a preview, we need only to look to Canada, where
the CEO of a major marijuana corporation was ousted for a single quarter of poor
sales, and Altria (formerly Philip Morris) has made a multibillion-dollar investment
into the marijuana industry. We should also note that the former CEO of Purdue
Pharma—who oversaw all of Oxycontin’s deceptive marketing practices—saw his
next big business opportunity in leading a marijuana company.

The Influx of Potent Products Into the Market

It’s also important that we not deal with this question in the abstract. When you
see marijuana on TV, you see fields or warehouses of what everyone assumes 1s a
harmless plant. It looks very innocuous. What they don’t show you are the con-
centrates and extraction systems, because industrial scale extraction looks like
something straight out of the television show “Breaking Bad”. Yet, concentrates are
what they are heavily promoting on social media. For those who have never seen
concentrates, I refer you to Appendix A of my testimony, where you can see exam-
ples. Marijuana is not just a plant any more. It has been highly processed into
something that cannot be found in nature and has a devastating impact on the
brain in terms of addiction and mental health. In particular, I refer you to the first
page, where you can see a marijuana concentrate called “shatter” from Acreage
Holdings, which is former Speaker Boehner’s new gig. Notice the name of the mari-
juana strain: “Thin Mint Girl Scout Cookies”. This is a screen shot of their webpage
from 2 weeks ago, but it mysteriously vanished when we submitted this picture as
a part of written testimony to the House Judiciary Committee.

I also want to address kid-friendly edibles. Under State regulations, the pot
gummies on page 2 of Appendix A are not considered kid-friendly. You see, under
the marijuana industry’s logic, kids are only attracted to gummies in the shape of
animals or cartoon characters, not to brightly colored, sugar-coated gummies in the
shape of vegetables, geometric shapes, or pot leaves. Washington State got so frus-
trated with the number of children ending up in emergency rooms from accidental
ingestion of pot candies that they were going to ban them completely, but it only
lasted a week, and the marijuana industry released their new plan to self-regulate
with brightly colored geometric shapes and pot leaves only.

So, that is the best-case scenario, if everything goes according to plan.

The Potential Increase of Cartel Activity

But there is a much darker possibility, and it doesn’t require a stretch of the
imagination because it is already happening. International cartels have infiltrated
legalized States and have used the cover of legalization to conduct massive grow op-
erations, often in upscale, suburban neighborhoods.2 The SAFE Banking Act pro-
vides a scalable new avenue for these cartels to infiltrate the banking system in a
much more systematic way.

For example, I refer you to a letter dated July 19, 2019, from former DEA Admin-
istrators and ONDCP Directors who describe a threat that parallels the multibil-
lion-dollar Black Market Peso Exchange, and testimony from Colorado law officer
Ernest Martinez that lays out an example of how this would work. These documents
can be found in Appendix B of my testimony.

To quote from the letter:

Because cash made from the sale of marijuana looks the same regardless
of what it was used to pay for, it will be extremely difficult for banks to
know whether large bundles of cash presented for deposit were made from
the sale of marijuana rather than from the sale of heroin, fentanyl, or
methamphetamine.

In short, the SAFE Banking Act could inadvertently allow cartels to bring
into banks duffel bags of cash made from the sale of those illicit drugs that
are killing tens of thousands of Americans every year.

And to quote from Lt. Martinez’s testimony:
2 https: | |www.nbenews.com [ news | us-news / foreign-cartels-embrace-home-grown-marijuana-

pot-legal-states-n875666; htips:/ | www.pbs.org [ newshour | show | how-colorados-marijuana-legal-
ization-strengthened-the-drugsblack-market
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. . . approving the SAFE Banking Act would open more opportunities for
money laundering and black-market investors. As one possible example, a
cartel would drop off backpacks of cash to a dispensary for deposit, possibly
in excess of $10,000 per transaction, which would be a huge advantage over
current constraints. The dispensary would deposit the money in their bank
account, and then bill a shell company for “security services,” “cleaning
services,” or some other plausible service that would never be performed.
Now the money has been returned to cartel control and can be transferred
electronically.

Furthermore, Lt. Martinez’s testimony explains why even eliminating cash will
never stop pot shops from being targeted for robbery: in the majority of cases, the
burglars are there to steal marijuana, not cash. The marijuana is more easily
accessed and is extremely valuable in its own right. A marijuana store is more akin
to a jewelry store than a convenience store. A recent illustration comes from thieves
who backed a pickup truck into a Michigan pot shop, stole all of the marijuana, and
then left. They came back 20 minutes later to steal the ATM as an afterthought.3

What This Bill Is Not About

Cannabidiol (CBD) and hemp were federally descheduled through the 2018 Farm
Bill, and the FDA is currently conducting a rule-making to ensure public health and
safety are taken into account. When USDA issues their expedited rule for hemp
growing, hemp growers who operate in accordance with the rule will be fully legal
and have full access to banking services. CBD has been demonstrated through FDA
clinical trials to have a medicinal benefit for certain childhood seizures.

By contrast, marijuana producers are growing and manufacturing incredibly high
potency products that are orders of magnitude stronger than anything available in
the Woodstock days. What we think of as marijuana from those days was only 1-
3 percent THC and contained a relatively high proportion of CBD, which acted as
a neuroprotective agent. Today’s marijuana concentrates can have up to 95 percent
THC and no CBD. A recent study found that high potency marijuana has a five-
fold higher risk of psychosis. 4

We often hear that supposedly “47 States have legalized some form of cannabis”
and we have to do something to accommodate those States.

First of all, many of those States only created programs for compassionate dis-
tribution of nonintoxicating CBD, which was also federally legalized when produced
from hemp in the 2018 Farm Bill. It is disingenuous to lump in those States when
they now have a pathway to full compliance with Federal law. I disagree that we
should be fully legalizing high potency marijuana, but if the other witnesses want
to do it, they should follow the path of the Farm Bill and have that debate.

Other States, like New York, Minnesota, Ohio, West Virginia, Pennsylvania,
Utah, and Louisiana, have more cautious medical marijuana programs, not allowing
it to be smoked, and could conduct research programs that could be converted into
legitimate FDA clinical trials with early access programs for suffering people. There
is a right way to research and prescribe medicines, and the path is through the
FDA.

On the other extreme are States like California, where anyone can qualify for a
medical marijuana card under the thinnest of pretexts, and it essentially functions
as recreational marijuana for anyone willing to go through minor inconvenience of
a pot doctor’s recommendation via a 5-minute Skype session.

And then there are the 10 States that have legalized commercial retail sales for
recreational marijuana. These States are doing an abysmal job of regulating the
drug, with rampant black markets, out of State diversion, the highest rates of youth
use in the Nation, skyrocketing use for 18-24 year olds (when the brain is still de-
veloping), and as much as a doubling in fatalities due to marijuana impaired driv-
ing. > We should not be expanding that failed experiment to other States.

Indeed, New York, New Jersey, Vermont, Connecticut, New Hampshire, Rhode Is-
land, Delaware, Minnesota, North Dakota, and New Mexico all turned back major
pushes to legalize and commercialize recreational marijuana as lawmakers and the
public saw the disturbing public health impact of marijuana in legalized States.

3 hitp: | | www.fox2detroit.com [ news [ local-news [ thieves-crash-truck-into-detroit-marijuana-dis-
pensary-steal-pot-atm

4Di Forti, et al. “The Contribution of Cannabis Use to Variation in the Incidence of Psychotic
Disorder Across Europe (EU-GEI): A Multicentre Case-Control Study”. Lancet Psychiatry.
March 19, 2019. DOLI: https:/ /doi.org/10.1016 / S2215-0366(19)30048-3.

5 https:/ | learnaboutsam.org | wp-content [uploads /2019 /06 /| 2019-Lessons-Final.pdf
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Whose Problem Are We Solving?

Today’s modern marijuana industry is structured around catering to heavy users.
Daily and near daily users consume 87 percent of the marijuana in the State of Col-
orado. ¢ If you want to be successful in the marijuana business, that’s who you have
to sell to, and those users have built up a high tolerance and high dependence.
LivWell and other businesses have to meet the demand they have created if they
want to stay in business versus their competitors. If they don’t aggressively market
the highest potency products available, someone else will and they will lose market
share. Therefore, the business model becomes the highest potency for the cheapest
price, and no State has successfully implemented a potency cap. Advancing a busi-
ness model of creating new instances of substance use disorder during an addiction
crisis is grossly irresponsible as a matter of public policy.

We at SAM deal every day with families who have lost loved ones to addiction,
and marijuana is a major part if not the defining feature of all of their stories. Con-
trary to the claims of the marijuana industry and legalization advocates, legaliza-
tion is not resulting in a reduction in opioid deaths. These claims have been thor-
oughly debunked in recent studies in the Proceedings of the National Academies of
Sciences. 7 Instead, in a study of 34,000 individuals, marijuana users were discov-
ered to be more than two times as likely to abuse prescription opioids or initiate
nonprescription use of opioids. 8

There is still an opportunity for the other witnesses in the banking industry at
this table to wash their hands of the marijuana industry and say, “we want no part
of this coming nightmare.” But, if they proceed, at least it will be with the full
knowledge of what they are investing in: preying on the vulnerable through the
marketing of high potency and kid-friendly products, and producing new cases of
substance use disorder and serious mental illness.

We can see where this is leading in our neighbor to the north, where Altria, for-
merly Philip Morris, the manufacturer of Marlboro cigarettes, has made a multibil-
lion-dollar investment into the marijuana industry, paired with an even bigger in-
vestment in vaping giant Juul. These investments will have business synergy, as
the latest data shows a 63 percent increase in youth vaping of marijuana in Juul-
like devices.? It took us over 100 years to reverse the public health impacts of the
tobacco industry, who continually cast doubt on public health advocates with indus-
try-funded bunk science. We have an opportunity today not to repeat those mis-
takes.

6Colorado Department of Revenue: Market Size and Demand for Marijuana in Colorado
(2017).

7Shover et al., “Association Between Medical Cannabis Laws and Opioid Overdose Mortality
Has Reversed Over Time”. PNAS, Jun 10, 2019. https:/ /doi.org/10.1073 / pnas. 1903434116

8 hitps:/ |www.drugabuse.gov | news-events | news-releases /2017 | 09 | marijuana-use-associated-
increased-riskprescription-opioid-misuse-use-disorders

9Johnston, L.D., Miech, R.A., Bachman, J.G., Schulenberg, J.E., and Patrick, M.E. (2018).
“Monitoring the Future National Survey Results on Drug Use 1975-2018”. Overview, Key Find-
ings on Adolescent Drug Use. Ann Arbor: Institute for Social Research, University of Michigan.
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Smart Approaches to Marijuana (SAM) - Appendix B

o Letter from Former ONDCP Directors (“Drug Czars”) and former DEA
Administrators expressing concern about cartel infiltration of the banking system
through the SAFE Banking Act

o Written testimony from Denver, CO law officer Ernest Martinez discussing how
thieves target marijuana stores for product, not for cash, and how cartels might
abuse the SAFE Banking Act
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PREPARED STATEMENT OF JOHN LORD
CEO AND OWNER, LIVWELL ENLIGHTENED HEALTH

JuLy 23, 2019

Chairman Crapo, Ranking Member Brown, and Members of the Committee, thank
you for providing me the opportunity to share my perspective on the issue of bank-
ing in the cannabis industry. It is truly an honor. My name is John Lord and I am
the owner and CEO of LivWell Enlightened Health, a vertically integrated culti-
vator, manufacturer, and retailer of cannabis products under the laws of Colorado.
LivWell is one of the largest cannabis companies in Colorado, with more than 600
employees and approximately $100 million in annual revenue. Yet because of the
current status of the law, we are forced to operate as an all-cash business.

Overview of LivWell, CTF, and the Cannabis Industry

I am here today representing not only LivWell but also the Cannabis Trade Fed-
eration, for which I am currently the chair of the Board of Directors. CTF is a na-
tional coalition of cannabis-related businesses dedicated to professionalizing, diversi-
fying, and unifying the cannabis business community. Our members are some of the
most successful and responsible operators in the U.S. cannabis market today, gener-
ating billions of dollars in sales while navigating and complying with regulations
that are not only comprehensive in scope, but vary significantly from State-to-State.
Our board is comprised of companies that cover the full range of the cannabis sup-
ply chain. We also have ancillary companies that focus on technology and others
that provide supplies, such as Scotts Miracle-Gro, which launched a cannabis-fo-
cused subsidiary, Hawthorne Gardening Company, in 2014.

Our industry has experienced a remarkable transformation over the past decade.
What started with caregivers and cooperatives primarily providing raw flower prod-
ucts to qualifying patients has now evolved into an industry that provides an incred-
ibly broad range of products to millions of patients and nonpatients alike. Alto-
gether, 33 States, the District of Columbia, and numerous U.S. territories have
passed effective medical cannabis laws and 11 of those States, DC, and two terri-
tories have made cannabis legal for all adults. Nationally, the Marijuana Business
Daily’s Annual Fact Book estimates State-legal cannabis sales will exceed $12 bil-
lion in 2019. Included in that overall sales figure are flower products; oils for vapor-
ization; edible products, such as fine chocolates and infused beverages; topical prod-
ucts, from salves to lotions to transdermal patches; and other products, like tablets,
capsules, and tinctures. Our company alone now has 19 stock keeping units (SKUs)
on the production side and close to 400 SKUs available overall at our retail outlets.
For those of you who have not seen the cannabis market in person and only have
imagined what it is like, I strongly encourage you to visit Colorado to see it for your-
self. You will see that while cannabis is a truly unique product, the industry itself
operates like any other industry.

Before telling you more about my experience at LivWell, I wanted to share a bit
about my background as a businessperson. As you may have detected, I was born
in New Zealand where I was a dairy farmer until I found the next chapter of my
professional life. I moved into importation, manufacturing and wholesale of child
safety seats and baby products, ultimately selling my products in over 30 countries,
including the United States. I moved to Denver, Colorado, in 1998 as I began sales
to Walmart, Toys R Us, JCPenny, among other retail outlets. With the commute
from New Zealand being challenging and because I love the United States, I became
an American citizen in March 2007. My company prospered, and in 2008, I sold it
to a public company. However, I quickly found I was not suited to retirement and
began looking for my next venture just as the medical cannabis industry was getting
oft the ground in Colorado. With my experience in manufacturing, compliance, and
warehouse management, I believed I could succeed by applying my general business
acumen and by bringing professionalism to this new field.

The past decade has been an adventure to say the least. In many ways, my com-
pany and the industry have grown up together. In 2009, we began with a small
warehouse for cultivation and opened a dispensary under the provisions of the Colo-
rado Constitution, serving the medicinal needs of a few hundred medical marijuana
patients. In 2010, State policy makers decided that the system needed to be regu-
lated and controlled, and the Colorado General Assembly passed the world’s first
law to establish an open but regulated market for the production and sale of can-
nabis products. I was very supportive of that law and embraced the opportunity to
expand our operations in strict accordance with the rules and regulations estab-
lished by the State. We gradually increased our cultivation space and opened addi-
tional dispensaries across the State. After the voters of Colorado legalized cannabis
for all adults in 2012, our facilities became dual-use—for both medical and what we
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call “adult-use” cannabis—in 2014. Today, we manage 15 retail stores in Colorado
with each store averaging close to $20,000 per day in transactions and serve ap-
proximately 4,500 people per day.

The Impact and Challenges Current Federal Banking Laws Place on
LivWell and Other Companies Operating in The Cannabis Industry

But our evolution as a company has not always been smooth. And the greatest
reason for that is the lack of reliable access to traditional banking services. Due to
the dichotomy between State and Federal laws, banks and credit unions have been
reluctant to serve cannabis businesses or have refused to do so altogether. In some
cases, banks that were willing to work with cannabis companies were discouraged
or prevented from doing so by their regulators. As a result, we have frequently
struggled to obtain and maintain bank accounts with egregiously high fees. At one
point, the amount of cash we had on hand created such a security issue that I
rented out a former bank building just so that I could use the vault to store cash.
Another time, I had no choice but to travel to the Internal Revenue Service office
in Denver with more than $3 million in cash in order to send the Federal Govern-
ment our taxes from our State-legal cannabis business. It took more than 3 hours
for them to count it all! Due to the large volume of cash coming in from the industry
overall, the Denver IRS office actually had to modify the openings in their teller
windows and purchase money counters.

Over our 10 years of operations, we have had accounts closed at over a dozen fi-
nancial institutions. As you can imagine, this is incredibly disruptive. Imagine run-
ning a manufacturing, wholesale, and retail operation with hundreds of employees
and having to make all payments, including payroll, in cash. It is difficult and,
frankly, it is dangerous. This is something hundreds, if not thousands, of State-legal
cannabis companies have had to struggle with. And not just business accounts are
affected. Financial institutions often close personal accounts of owners and even the
accounts of family members. I have had personal accounts closed, along with my
senior staff, as well as mortgages and car loans denied. In addition, my Chief Finan-
cial Officer served on a regional bank’s board of directors, and due to his association
with LivWell, was asked to resign.

While our company now has a more stable banking relationship, we are still far
too dependent on cash. The status of cannabis and banking at the Federal level has
resulted in credit card companies refusing to process transactions for cannabis
stores. So we are forced to take cash from customers and then have that cash col-
lected by armored car so that it can be deposited with our bank. There are risks
and hazards throughout this process. And, of course, this situation is not unique to
our company. It affects every cannabis business in the country. Although the re-
quired security systems and equipment at cannabis facilities are extensive, we still
must worry about theft and armed robberies. During one such robbery attempt in
2016, a security guard at a dispensary in Aurora, Colorado, who was a Marine
Corps veteran, was shot and killed. Passage of the SAFE Banking Act could prevent
similar tragedies from occurring in the future.

I would note that the news about cannabis banking is not all bad. Notwith-
standing the fact that the Department of Justice rescinded several memoranda re-
garding cannabis enforcement in January 2018, the Department of the Treasury’s
Financial Crimes Enforcement Network (FinCEN) has maintained its 2014 guidance
titled “BSA Expectations Regarding Marijuana-Related Businesses.” As FinCEN ex-
plained, the “guidance clarifies how financial institutions can provide services to
marijuana-related businesses consistent with their BSA obligations, and aligns the
information provided by financial institutions in BSA reports with Federal and
State law enforcement priorities.” Of course, from a law enforcement perspective,
this makes eminent sense as it is always easier for law enforcement to detect illicit
activity if the proceeds of that activity are run through the regulated banking sys-
tem. Under the FinCEN guidance there has been a steady increase in the number
of financial institutions serving cannabis businesses. Data released by FinCEN last
month showed that more than 633 financial institutions had filed marijuana-related
businesses suspicious activity reports in the first quarter of 2019, indicating some
level of interaction with the industry. This was an increase of more than 50 percent
over the end of the first quarter of 2018.

But this access to financial institutions comes at a steep cost. As I mentioned
above, due to the significant compliance costs associated with serving cannabis cus-
tomers under existing policies, financial institutions charge cannabis businesses
substantial monthly fees. Our company pays in excess of $3,000 per month for the
mere privilege of having an account. The current situation is especially challenging
for small businesses. While we, due to our size, are able to absorb the additional
costs associated with cash management and exorbitant bank fees, many small busi-
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nesses are not. Furthermore, resolving the banking issue could significantly aid can-
nabis businesses in securing business loans. This is critical to small business owners
who may not have access to other sources of capital. It should be noted that these
small businesses are also being squeezed by Section 280E of the Internal Revenue
Code, which prevents all cannabis companies from deducting standard business ex-
penses when they calculate their taxes. If there is any hope in helping small busi-
nesses—including minority- and women-owned companies—survive and thrive, we
must fix the banking situation and amend Section 280E so that cannabis businesses
are taxed like any other business.

Thank you again for inviting me here today. I look forward to answering your
questions.
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR BROWN
FROM RACHEL PROSS

Q.1. Many community banks and credit unions want guidance from
the Federal financial regulators to help them navigate cannabis
banking issues, and you indicated in your testimony that your cred-
it union is using the FinCEN guidance to service the cannabis in-
dustry. What additional guidance should the Federal banking agen-
cies issue on how institutions can provide services to cannabis-re-
lated businesses?

A.1. Thank you for the question, Senator Brown. You asked what
additional guidance the Federal banking agencies should issue on
how institutions can provide services to cannabis-related busi-
nesses.

At Maps Credit Union, we believe that the most important Fed-
eral action on this issue must come from Congress and not regu-
lators. Specifically, in order to effectively provide services to can-
nabis-related businesses, financial institutions must have the type
of clarity provided by the SAFE Banking Act in order to ensure the
propriety of their actions. With respect to regulatory action, Maps
Credit Union believes that FinCEN’s BSA Expectations Regarding
Marijuana-Related Businesses, or FinCEN Guidance, is an ade-
quate regulatory framework to operate within in order to serve the
cannabis industry. The FinCEN Guidance clearly lays out how to
report cannabis-related financial activity running through our orga-
nization, and it specifies how to escalate reporting in the event that
we are suspicious of unlawful activity. We do not feel the FinCEN
Guidance is lacking in clarity, and we have operated successfully
under that framework for the last 5 years.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR REED
FROM RACHEL PROSS

Q.1. What is the single biggest risk that we face if nothing is done
to address the challenges facing cannabis and banking?

A.1. Thank you for these questions, Senator Reed. You asked the
single biggest risk that we face if nothing is done to address the
challenges facing cannabis and banking.

I think the single biggest risk is having a multibillion-dollar in-
dustry operating in a cash-based underground economy. Without
providing cannabis businesses with access to transparent and tra-
ditional financial institution relationships, our Federal, State, and
local governments have no information on cannabis-related finan-
cial activity in the United States. This can lead to tax evasion,
money laundering, diversion into other States or countries, and nu-
merous other serious safety and crime-related concerns stemming
from a cash-based system. Furthermore, there exists a host of un-
scrupulous third-party payment-related vendors who are seeking to
benefit from the current vacuum in traditional financial services
for cannabis businesses in our Nation. These vendors bombard can-
nabis businesses with promises of a fix to the cash-only issue, and
the “solutions” they offer are very often clearly a form of money
laundering. Such backdoor systems do nothing to aid law enforce-
ment, and they further push cannabis businesses into a hidden
economy.
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Q.2. What is the single biggest benefit that we are likely to realize
if we are able to address the challenges facing cannabis and bank-
ing?

A.2. Senator Reed, you asked what the single biggest benefit is
that we are likely to realize if we are able to address the challenges
facing cannabis and banking.

The single biggest benefit will be an increase in financial institu-
tions who are willing to serve the cannabis sector. This will result
in financial transparency, compliance with guidance from the U.S.
Treasury, community safety stemming from the removal of millions
of dollars in cash off the streets, and the dissemination of vital
data and statistical information and economic trends to law en-
forcement and Government officials.

Q.3. A critical part of addressing the challenges facing cannabis
and banking is ensuring that our anti—money-laundering laws re-
main robust and that our law enforcement officials are still able to
enforce the law and deter criminals. What specifically needs to be
done to ensure these priorities?

A.3. Senator Reed, you asked what specifically needs to be done to
ensure the priorities of robust anti—money-laundering laws and the
ability of law enforcement officials to still enforce the law and deter
criminals.

I believe the best way to ensure that our law enforcement offi-
cials are still able to enforce the law and deter criminals under ro-
bust anti—money-laundering laws is to keep the U.S. Treasury’s
FinCEN Guidance in place as a regulatory framework for financial
institutions to follow. As a practitioner of cannabis banking, I can
emphatically state that the FinCEN Guidance is and will continue
to be vital to financial institutions lawfully serving cannabis busi-
nesses, even under the legal protection of the SAFE Banking Act,
in order to meet all compliance obligations of the Bank Secrecy Act
and anti—money-laundering law. The FinCEN Guidance is an es-
sential rulebook for appropriately monitoring and maintaining can-
nabis business accounts. Without it, Maps Credit Union would not
be serving the cannabis industry at all.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARREN
FROM RACHEL PROSS

Q.1. The Federal prohibition of marijuana continues to create sig-
nificant harm for communities across the country. However, as doz-
ens of States—including Massachusetts—have implemented their
own marijuana laws, there are still significant barriers posed by
these outdated Federal laws. 1

This includes the inability of financial institutions to allow mari-
juana businesses acting in compliance with State laws access to
banking services. Forcing these businesses to operate entirely in
cash presents a dangerous public safety concern that Federal pol-
icymakers must swiftly address. That 1s why I am a cosponsor of
the SAFE Banking Act, commonsense legislation that would help

1National Conference of State Legislatures, “State Medical Marijuana Laws”, htip://
www.ncsl.org [ research | health | state-medical-marijuana-laws.aspx.
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resolve this important issue for these marijuana businesses and the
ancillary businesses that support them. 2

I'm also the lead sponsor of the STATES Act—bipartisan, bi-
cameral legislation with Senator Gardner that would protect
States, territories, and tribal Nations from Federal interference as
they determine their own marijuana laws. 3 This bill addresses the
financial issues caused by Federal marijuana laws by clearly stat-
ing that compliant transactions are not trafficking and do not re-
sult in proceeds of an unlawful transaction. It has been endorsed
by organizations such as the American Bankers Association, Coop-
erative Credit Union Association, Credit Union National Associa-
tion, Massachusetts Bankers Association, and others representing
financial institutions.

Finally, I support efforts to legalize marijuana by removing it
from the list of controlled substances under the Controlled Sub-
stances Act. While this action will have important and wide-reach-
ing implications, it will also provide the fullest resolution to the
marijuana banking issues that the Senate Banking Committee is
discussing today.

As Congress explores legislative action, it is important that we
consider ways to support legal marijuana businesses and their con-
s%riaers—including medical marijuana patients—as soon as pos-
sible.

Do you believe that our current marijuana laws that force mari-
juana businesses to operate as cash-only enterprises pose a public
safety risk? Do you believe that they hinder economic growth?

A.1. Thank you for these questions, Senator Warren. You asked if
I believe that our current marijuana laws that force marijuana
businesses to operate as cash-only enterprises pose a public safety
risk, and you asked if I believe that they also hinder economic
growth.

I received a similar question from Senator Cortez Masto, and I'd
like to quote my response here. In summary, yes, I do believe that
having a multibillion-dollar industry operate primarily in cash is
an immense public safety risk and hindrance to economic growth.
As T stated in response to Senator Cortez Masto, “Unbanked or
underbanked individuals and businesses live with great risk of rob-
bery or violence, and communities also suffer as a result. A 2015
analysis by the Wharton School of Business Public Policy Initiative
found that, in the absence of being banked, one in every two can-
nabis dispensaries were robbed or burglarized—with the average
thief walking away with anywhere from $20,000 to $50,000 in a
single theft. Here at Maps, we have heard anecdotal evidence of
this very thing. We had one cannabis business experience a fright-
ening robbery on a Sunday, and the business owners opened an ac-
count with Maps 5 days later to remove cash from their location.
One cannabis business owner who banks with Maps, with 24 li-
censed businesses, commented that his employees used to be terri-
fied to leave their stores on payday, because they had to walk out
carrying 2 weeks’ wages in cash. He was ecstatic about being able

2Secure and Fair Enforcement Banking Act, S. 1200, ht¢tps:/ /www.congress.gov/bill/116th-
congress [ senatebill | 1200.

3 Strengthening the Tenth Amendment Through Entrusting States Act, S. 1028, htips://
www.congress.gov / bill / 116th-congress [ senate-bill [ 1028.
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to offer them direct deposit now because of having accounts at
Maps. It isn’t very often, in this modern day and age, that someone
is ecstatic about something as basic and simple as direct deposit,
but this is the world that cannabis businesses and their employees
live in.”

As for economic growth, I believe that lacking access to main-
stream financial services simply makes it difficult for businesses to
operate. Unbanked cannabis businesses face barriers that other
types of businesses do not even need to consider: paying taxes in
cash, paying employees in cash, paying vendors in cash, tracking
expenses and inventory purchases manually without the benefit of
bank statements or check copies or point-of-sale receipts for ref-
erence . . . the list goes on. They also lack access to capital be-
cause, without legislation like the SAFE Banking Act, financial in-
stitutions generally will not lend to the cannabis sector due to the
risk of collateral loss. Without basic financial services such as de-
posit accounts and business loans, cannabis businesses must over-
come significant barriers, hindering growth and limiting the posi-
tive economic impact of a multibillion-dollar industry in local com-
munities across our Nation.

Q.2. You represent a financial institution that provides banking
services in a State that has legalized marijuana for medical and
recreational purposes. Can you please describe in detail the deci-
sion-making process in determining whether you would provide
these services to State-legal marijuana businesses?

A.2. Senator Warren, you asked if I can describe in detail the deci-
sion-making process in determining whether Maps Credit Union
would provide these services to State-legal marijuana businesses.

The volunteer, member-elected Board of Directors of Maps Credit
Union voted to serve the cannabis industry in 2014 for two main
reasons: community safety (removing cash from the streets) and
serving an underserved industry—which is truly in the “DNA” of
credit unions as community-based, not-for-profit financial coopera-
tives. The Board vote was not unanimous, but they have main-
tained a strong and united front regarding the outcome of that
“yes” vote. Before making the decision, the Board evaluated a legal
opinion of the risk involved in serving the cannabis industry given
the Federal status, and they extensively reviewed the FinCEN
Guidance and the DOJ’s Cole Memo, which was in place at the
time. The Credit Union’s legal counsel spent a great deal of time
visiting with cannabis businesses to better understand their oper-
ations and banking needs, and this information was also reported
to the Board for consideration.

To help mitigate legal and compliance risk, the Board deter-
mined that the Credit Union would invest in a holistic risk infra-
structure with a designated executive leader to ensure that the
compliance for the cannabis banking program was top-notch. The
Board realized that our cannabis banking program would be one of
the first of its kind in the United States, so they emphasized the
need to “set the bar” and ensure that we operated transparently
and in full compliance with the FinCEN Guidance from U.S. Treas-
ury. Lastly, the Board evaluated liquidity risk and ensured that
the Credit Union had a documented exit strategy to deploy in the
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event of a change in Federal prosecutorial priorities, and they also
placed limits on the cannabis banking program’s size in order to
ensure that cannabis-related funds could be divested of very quick-
ly in the event of a change at the Federal level. This protects the
Credit Union from deposit concentration risk and from a liquidity
crisis should the program need to be shuttered.

Q.3. Please describe any challenges your financial institution faces
in providing these services to marijuana businesses due to current
Federal laws, including any regulatory barriers.

A.3. Senator Warren, you asked me to describe any challenges
Maps Credit Union faces in providing these services to marijuana
businesses due to current Federal laws, including any regulatory
barriers.

Serving the cannabis industry is complex and labor-intensive,
but our Credit Union believes it is worth the work, because it
speaks to our mission and helps keep our community safe. Our big-
gest concern is that, without a legal safe harbor at the Federal
level for serving the cannabis industry, we run the risk of being
prosecuted for Federal money laundering. On a personal level, it is
truly difficult for me as a Chief Risk Officer to put so much effort
into a program that is serving local Oregon businesses in a fully
transparent and fully compliant manner, while knowing that a sim-
ple change in prosecutorial priorities could risk my freedom at
worst and my financial future as a working mom at best. We need
a Federal solution to remove this risk for financial institutions, and
financial institution professionals like myself, allowing us to trans-
parently serve State-sanctioned cannabis businesses in accordance
with FInCEN Guidance without worrying about Federal prosecu-
tion for doing our jobs. Thank you for your efforts in cosponsoring
the SAFE Banking Act.

Q.4. Please describe any services, if any, that you provide to ancil-
lary marijuana businesses (e.g., legal or security firms, food safety
businesses, real estate) and any challenges you face in providing
such services.

A.4. Senator Warren, you asked me to describe any services that
Maps Credit Union provides to ancillary marijuana businesses,
such as legal or security firms, or food safety or real estate busi-
nesses, and any challenges we face in providing such services.
Maps Credit Union does provide banking services to ancillary
marijuana businesses, such as landlords, garden stores, real estate
investment enterprises, and others. These businesses do not re-
quire the same SAR filing frequency as direct “plant-touching” can-
nabis businesses, in the FinCEN Guidance4 (quoted below and

4FinCEN recognizes that a financial institution filing a SAR on a marijuana-related business
may not always be well-positioned to determine whether the business implicates one of the Cole
Memo priorities or violates state law, and thus which terms would be most appropriate to in-
clude (i.e., “Marijuana Limited” or “Marijuana Priority”). For example, a financial institution
could be providing services to another domestic financial institution that, in turn, provides fi-
nancial services to a marijuana-related business. Similarly, a financial institution could be pro-
viding services to a nonfinancial customer that provides goods or services to a marijuana-related
business (e.g., a commercial landlord that leases property to a marijuana-related business). In
such circumstances where services are being provided indirectly, the financial institution may file
SARs based on existing regulations and guidance without distinguishing between “Marijuana
Limited” and “Marijuana Priority.” Whether the financial institution decides to provide indirect
services to a marijuana-related business is a risk-based decision that depends on a number of
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highlighted [Ed. italicized] regarding ancillary businesses, specifi-
cally), but we do monitor these accounts quite carefully and con-
sider them high-risk accounts under our organization’s Bank Se-
crecy Act risk profile.

Q.5. What has the community response been, if any, to your finan-
cial institution providing banking services to legitimate marijuana
businesses?

A.5. Senator Warren, you asked what the community response has
been to Maps Credit Union providing banking services to legitimate
marijuana businesses.

The community response to our efforts in serving legitimate
marijuana businesses has been overwhelmingly positive. There
were some early murmurs in the media about a local credit union
“secretly” serving the cannabis sector, but the resulting com-
mentary from the community was a rallying cry of support. One
commenter expressed disbelief that a news outlet would post a
story that essentially stated, “A financial institution in Oregon is
providing financial services to legal businesses in Oregon,” and the
commenter punctuated his response by saying, “Must be a slow
news day.” That seems to be the sentiment of the vast majority of
those we speak with. At Maps Credit Union, we understand that
the cannabis legalization issue is controversial, but the voters of
our State have made their wishes clear. Our duty now is to serve
that sector and assist those businesses with accessing the main-
stream economy. I believe the majority of our community members
understand that and support our efforts. To further mitigate rep-
utation risk, the cannabis banking program at Maps keeps sepa-
rate financials and, from its outset, the Board mandated that the
program must pay for itself. That way, credit union members at
large—particularly those who do not support the cannabis indus-
try—are not having their resources utilized to pay for cannabis
banking services and the necessary supportive infrastructure.

RESPONSES TO WRITTEN QUESTIONS OF
SENATOR CORTEZ MASTO FROM RACHEL PROSS

Q.1. During your testimony, you discussed your credit union’s
interactions with FinCEN and Suspicious Activity Reports (SARs).
Can you describe your credit union’s role in working with State and
local law enforcement, if any?

A.1. Thank you for these questions, Senator Cortez Masto. You
asked if I can describe my credit union’s role in working with State
and local law enforcement.

One of the things Maps Credit Union (Maps) takes great pride
in is our collaboration with law enforcement. Prior to serving the
cannabis industry, Maps filed less than 50 Suspicious Activity Re-
ports (SARs) per year. Since January 2017, however, Maps has
filed nearly 3,500 SARs, with approximately 3,200 of them being
directly related to the cannabis industry. This is vital data that law
enforcement would not otherwise have if we were not serving this
sector. SARs include a detailed export of every single financial

factors specific to that institution and the relevant circumstances. In making this decision, the
institution should consider the Cole Memo priorities, to the extent applicable/.]
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transaction on a cannabis business account for the reporting pe-
riod, allowing law enforcement to identify trends and investigate
any activity that could indicate a crime has taken or is taking
place. Additionally, Maps files thousands of Currency Transaction
Reports (CTRs) per year on cash transactions aggregating to over
$10,000 in a single business day. Again, this is vital data for law
enforcement. Our ongoing monitoring of these accounts also en-
sures that worrisome activity is promptly reported, giving law en-
forcement the benefit of early indication.

Q.2. Outside of the SARs process, how does law enforcement ben-
efit from the information you collect on your account holders?

A.2. Senator Cortez Masto, you asked how, outside of the SAR
process, law enforcement benefits from the information Maps Cred-
it Union collects on our account holders.

CTRs also provide substantial benefit to law enforcement, par-
ticularly because the cannabis sector operates primarily in cash.
CTR data informs law enforcement of every cash transaction or se-
ries of cash transactions aggregating to over $10,000 in a single
business day. This helps law enforcement track business activity
that would otherwise be in an underground, unreported economy.

Q.3. If Congress passed legislation, such as the SAFE Banking Act,
do you think financial institutions and law enforcement would have
the tools needed to find and investigate money laundering and
other financial crimes?

A.3. Senator Cortez Masto, you asked if I think financial institu-
tions and law enforcement would have the tools needed to find and
investigate money laundering and other financial crimes, if Con-
gress passed legislation such as the SAFE Banking Act.

Yes, I think that the SAFE Banking Act would provide substan-
tial benefit to both financial institutions and law enforcement. By
removing the enormous legal risk of serving the cannabis sector,
more financial institutions would open their doors to cannabis busi-
nesses. Each of those financial institutions would be filing SARs
and CTRs, and this would increase the volume of data being re-
ported to FinCEN. Additionally, each of those financial institutions
would be implementing their own Bank Secrecy Act and Anti—
Money-Laundering programs, and financial institution staff would
be trained to identify and report indicators for money laundering
and other financial crimes. Upon suspicion of activity that would
trigger a SAR, and barring unusual circumstances, the activity is
reported within 30 days. Finally, bringing an all-cash industry into
a transparent financial relationship means attaining data that
would otherwise be lost to the underground, unregulated, unre-
ported, hidden economy.

Q.4. Do you believe there are additional tools we should provide to
financial institutions that work with cannabis businesses in order
to better assist law enforcement?

A.4. Senator Cortez Masto, you asked if I believe that there are ad-
ditional tools lawmakers should provide to financial institutions
that work with cannabis businesses in order to better assist law
enforcement.
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I feel that the FinCEN Guidance is adequate to assist law en-
forcement, as SARs allow a financial institution to communicate
with law enforcement about suspected financial crime without run-
ning afoul of privacy law.

Q.5. According to the FDIC’s 2017 survey of unbanked and under-
banked individuals, 6.1 percent of Nevadans were unbanked. And
Nevada has one of the highest rates of underbanked citizens in the
country—more than 1 in 4 Nevadans were underbanked. Can you
discuss any harms or risks associated with a large population of
unbanked and underbanked individuals, particularly those in the
cannabis industry who are already being paid in cash?

A.5. Senator Cortez Masto, you asked if I could discuss any harms
or risks associated with a large population of unbanked and under-
banked individuals, particularly those in the cannabis industry
who are already being paid in cash.

Unbanked or underbanked individuals and businesses live with
great risk of robbery or violence, and communities also suffer as a
result. A 2015 analysis by the Wharton School of Business Public
Policy Initiative found that, in the absence of being banked, one in
every two cannabis dispensaries were robbed or burglarized—with
the average thief walking away with anywhere from $20,000 to
$50,000 in a single theft. Here at Maps, we have heard anecdotal
evidence of this very thing. We had one cannabis business experi-
ence a frightening robbery on a Sunday, and the business owners
opened an account with Maps 5 days later to remove cash from
their location. One cannabis business owner who banks with Maps,
with 24 licensed businesses, commented that his employees used to
be terrified to leave their stores on payday, because they had to
walk out carrying 2 weeks’ wages in cash. He was ecstatic about
being able to offer them direct deposit now because of having ac-
counts at Maps. It isn’t very often, in this modern day and age,
that someone is ecstatic about something as basic and simple as di-
rect deposit, but this is the world that cannabis businesses and
their employees live in.

Q.6. Do you believe employees of marijuana businesses, or mari-

juana-related businesses are more likely to be unbanked or under-
banked?

A.6. Senator Cortez Masto, you asked if I believe that employees
of marijuana businesses, or marijuana-related businesses, are more
likely to be unbanked or underbanked?

Yes I do, and I have seen the evidence of that first-hand, as
Maps regularly receives new account requests from employees of
cannabis businesses, and employees of cannabis-related businesses,
who have had their accounts closed at other financial institutions.

Q.7. Does the current FinCEN guidance allow financial institutions
1:10 p(;"ovide information to State tax agencies when performing au-
its?
A.7. Senator Cortez Masto, you asked if the current FinCEN Guid-
ance allows financial institutions to provide information to State
tax agencies when those agencies are performing audits.
The FinCEN Guidance does not explicitly allow financial institu-
tions to provide information to State tax agencies when those agen-



68

cies are performing audits; however, if a financial institution sus-
pected tax evasion efforts by a cannabis business entity, that infor-
mation would be reported in an escalated SAR (a Marijuana Pri-
ority SAR or Marijuana Termination SAR), and FinCEN could then
route that SAR to the appropriate authorities for further investiga-
tion.

Q.8. If Congress passed legislation allowing the cannabis industry
to access financial services, do you believe that States would be
able to more accurately audit businesses and individuals associated
with cannabis businesses or cannabis-related businesses?

A.8. Senator Cortez Masto, you asked if States would be able to
more accurately audit businesses and individuals associated with
cannabis businesses or cannabis-related businesses, if Congress
passed legislation allowing the cannabis industry to access finan-
cial services.

Absolutely. It is very difficult to audit a business that operates
solely in cash or an individual who operates solely in cash. Pro-
viding access to mainstream financial services means having access
to bank statements and CTR/SAR data that would not otherwise be
available in the underground economy.

Q.9. You noted in your testimony that your credit union, Maps,
serves the Willamette Valley, a rural area in Oregon. Has legaliza-
tion of cannabis driven economic development in your area?

A.9. Senator Cortez Masto, you asked if legalization of cannabis
has driven economic development in the rural Willamette Valley of
Oregon, which is inside the service area of Maps Credit Union.

I believe it has. There are currently 2,221 active cannabis busi-
ness licenses in the State of Oregon, per Oregon Liquor Control
Commission (OLCC) data as of August 9, 2019. The OLCC also re-
ports 46,992 active Worker Permits as of August 13, 2019. That
means nearly 47,000 Oregonians are permitted to work in the can-
nabis sector—a sector that was largely illegal just 5 years ago.
With numbers like that, I believe it is a logical conclusion that the
cannabis industry has contributed to economic development in the
Willamette Valley.

Q.10. In your experience, has a legalized cannabis industry bol-
stered the economy of our rural and tribal communities?

A.10. Senator Cortez Masto, you asked if a legalized cannabis in-
dustry has bolstered the economy of our rural and tribal commu-
nities.

I do not yet have experience with the tribal communities in Or-
egon, but we have an upcoming meeting with one tribal leader to
discuss the tribe’s plans for economic expansion and how the can-
nabis sector may play a part in that. As for rural communities, I
recall one Maps member, in particular. He owns a three-generation
farm and used to sell produce to big-box stores such as WalMart.
He was being so squeezed on price margins that he was concerned
his entire operation would go out of business. When cannabis be-
came legal in Oregon, his family invested in an overhaul of their
farm to grow “specialty” strains of cannabis instead of produce, and
he likened it to different varietals of wine. He commented to me,
“Being part of the cannabis industry saved a three-generation
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farm. We invested our entire life savings into this, and it’s paying
off. We don’t live at the mercy of WalMart anymore. Now we con-
trol our own destiny.” I believe that is a powerful message about
the impact of this industry on our rural communities.

Q.11. As a provider of financial services to a rural community, do
you believe that rural communities face greater challenges when
accessing financial services for cannabis or cannabis-related busi-
nesses?

A.11. Senator Cortez Masto, you asked if, as a provider of financial
services to a rural community, I believe that rural communities
face greater challengers when accessing financial services for can-
nabis or cannabis-related businesses.

I do believe that rural communities are challenged when it comes
to accessing traditional financial services. We are regularly con-
tacted by State legislators and mayors of small towns who have
seen their local community bank branches close altogether, and
they are asking if there is any chance we could open a branch for
their community. The challenges in doing so are often insurmount-
able. And that challenge regarding access to banking is just for
rural, mainstream “Mom and Pop” businesses. It’s far worse for
cannabis businesses, who only have a handful of options currently
in the State of Oregon. We have members who drive 6 hours round-
trip to make their deposits at Maps. We are currently working on
ft p(i‘lcential solution to help our members deposit their cash more
ocally.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR BROWN
FROM JOANNE SHERWOOD

Q.1. Many community banks and credit unions want guidance from
the Federal financial regulators to help them navigate cannabis
banking issues, and you indicated in your written testimony that
financial institutions need clearer guidance. What additional guid-
ance should the Federal banking agencies issue on how institutions
can provide services to cannabis-related businesses?

A.l. As a preliminary matter, it is important to note that the Fed-
eral banking agencies cannot provide the needed clarity for finan-
cial institutions without Congress first providing a change to Fed-
eral law. Since marijuana is illegal under Federal law, it is difficult
for Federal regulators to advise financial institutions on how best
to navigate the divide between the letter of Federal law and the re-
ality of State marijuana industries. (See Feinstein/Grassley letter
to FinCEN.) It is impossible for banking regulators to shield banks
from the potential civil and criminal liability that accompanies vio-
lations of the Controlled Substances Act and anti—money-laun-
dering statutes. Federal banking regulators will need to issue clear
guidance for banks, but first Congress must allow them to do so by
enacting the SAFE Banking Act, or similar legislation. The content
of marijuana banking regulation will necessarily be shaped by the
Federal approach to marijuana. If Congress preserves the illegality
of marijuana but provides a mechanism for banks to accept the pro-
ceeds of State-licensed marijuana businesses, as contemplated by
the SAFE Banking Act, regulatory clarity will be essential in cre-
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ating a reliable pathway for banks to serve marijuana businesses
without fear of triggering criminal, civil, or regulatory censure.

Once Federal legislation is in place, the Federal banking agen-
cies should review and revise the existing FinCEN guidance to en-
sure that banks are able to treat proceeds received from a mari-
juana-related business or service provider in the same manner that
they would treat proceeds from any other legal business. Currently,
the only guidance that banks have from any regulatory agency is
the FinCEN guidance that was issued on February 14, 2014. How-
ever, that guidance only addresses marijuana-related businesses
which, although not defined, FinCEN has informally indicated are
businesses that have direct contact with the plant or plant prod-
ucts. FinCEN has also pointed out that the guidance is only to help
banks address the conflict between State and Federal law when fil-
ing a Suspicious Activity Report and does not address the risk fac-
tors that banks should consider if banking any business related to
the marijuana industry.

While the Federal banking regulators will tell visiting delega-
tions of bankers that following the FinCEN guidance is the stand-
ard that they expect for compliance, that is not written down and
there is no clarity about whether or not all examiners and auditors
are adhering to a uniform standard when evaluating banking rela-
tionships with marijuana-related businesses. And so, bankers
would also welcome clarity from the Federal banking regulators
about what steps are needed to ensure they are acting in compli-
ance with the laws. This does not need to be prescriptive but
should outline the steps for a bank to ensure it is complying with
regulatory expectations.

The other area where banks would welcome further clarity, as
discussed during the hearing, are the many ancillary businesses
that do not directly handle marijuana but receive some income
from those businesses. These are the employees, the landlords, the
suppliers and even the investors. In a letter to FinCEN in Decem-
ber 2016, ten Senators urged FinCEN to provide additional guid-
ance on those relationships but, to our knowledge, nothing has
been provided.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR REED
FROM JOANNE SHERWOOD

Q.1. What is the single biggest risk that we face if nothing is done
to address the challenges facing cannabis and banking?

A.1. There are many negative repercussions that will result from
failing to address the cannabis banking problem, but perhaps the
biggest single risk is the continued risk to public safety caused by
forcing these businesses to continue to operate on an all-cash basis.

Q.2. What is the single biggest benefit that we are likely to realize
if we are able to address the challenges facing cannabis and bank-
ing?

A.2. Actually, there are two key benefits from banking these busi-
nesses. On the commercial side, allowing these businesses to have
access to banking services would eliminate the need to operate on
an all-cash basis and would provide a paper trail for examiners and
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auditors as well as ensure monitoring of these accounts under
standard Bank Secrecy Act procedures that have been in effect
since 1986. The improved transparency provided by banking mari-
juana-related businesses would help identify and eliminate unlaw-
ful actors in State markets as well as facilitate accurate tax assess-
ment and collection.

On the consumer side, it would allow employees of these busi-
nesses to maintain or open bank accounts which facilitates pay-
ments for normal daily transactions and creates a paper trail that
helps individuals establish a credit record.

Q.3. A critical part of addressing the challenges facing cannabis
and banking is ensuring that our anti—money-laundering laws re-
main robust and that our law enforcement officials are still able to
enforce the law and deter criminals. What specifically needs to be
done to ensure these priorities?

A.3. While there are separate steps that can be taken to improve
the AML system in the United States, as currently being consid-
ered in the House of Representatives and draft legislation soon to
be introduced by Senators Cotton, Jones, Rounds, and Warner,
changing the access to banking services through adoption of the
SAFE Banking Act would likely improve the system. First, it would
ensure that these businesses are brought into mainstream banking
where there is a regular audit trail of all transactions. Second, and
perhaps more important, if these businesses open bank accounts,
they would be subject to all the standard AML procedures that
banks have had in place for over 30 years. Their activity would be
subject to monitoring, as it is for any bank customer, and any sus-
picious transactions would be reported to law enforcement to inves-
tigate. Under the current system, where these businesses are com-
pelled to operate in an all-cash environment, there is no paper
trail, no monitoring, and no responsibility to report suspicious ac-
tivity to law enforcement.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARREN
FROM JOANNE SHERWOOD

Q.1. The Federal prohibition of marijuana continues to create sig-
nificant harm for communities across the country. However, as doz-
ens of States—including Massachusetts—have implemented their
own marijuana laws, there are still significant barriers posed by
these outdated Federal laws. 1

This includes the inability of financial institutions to allow mari-
juana businesses acting in compliance with State laws access to
banking services. Forcing these businesses to operate entirely in
cash presents a dangerous public safety concern that Federal pol-
icymakers must swiftly address. That is why I am a cosponsor of
the SAFE Banking Act, commonsense legislation that would help
resolve this important issue for these marijuana businesses and the
ancillary businesses that support them. 2

1National Conference of State Legislatures, “State Medical Marijuana Laws”, http://
www.ncsl.org [ research | health | state-medical-marijuana-laws.aspx.

2Secure and Fair Enforcement Banking Act, S. 1200, https:/ /www.congress.gov/bill/116th-
congress [ senate-bill | 1200.
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I'm also the lead sponsor of the STATES Act—bipartisan, bi-
cameral legislation with Senator Gardner that would protect
States, territories, and tribal Nations from Federal interference as
they determine their own marijuana laws. 3 This bill addresses the
financial issues caused by Federal marijuana laws by clearly stat-
ing that compliant transactions are not trafficking and do not re-
sult in proceeds of an unlawful transaction. It has been endorsed
by organizations such as the American Bankers Association, Coop-
erative Credit Union Association, Credit Union National Associa-
tion, Massachusetts Bankers Association, and others representing
financial institutions.

Finally, I support efforts to legalize marijuana by removing it
from the list of controlled substances under the Controlled Sub-
stances Act. While this action will have important and wide-reach-
ing implications, it will also provide the fullest resolution to the
marijuana banking issues that the Senate Banking Committee is
discussing today.

As Congress explores legislative action, it is important that we
consider ways to support legal marijuana businesses and their con-
S%I}lers—including medical marijuana patients—as soon as pos-
sible.

Do you believe that our current marijuana laws that force mari-
juana businesses to operate as cash-only enterprises pose a public
safety risk? Do you believe that they hinder economic growth?

A.1. There is no question that lack of access to banking services
means that marijuana-related businesses must operate in an all
cash environment which definitely poses a public safety risk. The
epitome of those risks was identified in an article in The Hill writ-
ten by Representatives Ed Perlmutter (D-CO) and Denny Heck (D-
WA): a young man, just out of the Marines and just accepted to his
dream job as a police officer, was acting as a security guard for a
State-legitimate marijuana dispensary when he was shot and killed
during an attempted robbery of the dispensary.

Because these businesses do not have ready access to banking
services in the current environment, they are handicapped in their
access to capital. ABA recently issued a white paper, which exam-
ines the public benefits of banking cannabis businesses, including
for public safety, tax collection, and local economic growth.

Q.2. You represent a financial institution that provides banking
services in a State that has legalized marijuana for medical and
recreational purposes. Can you please describe in detail the deci-
sion-making process in determining whether you would provide
these services to State-legal marijuana businesses?

Please describe any challenges your financial institution faces in
providing these services to marijuana businesses due to current
Federal laws, including any regulatory barriers.

A.2. Under current Federal law, any income from a marijuana-re-
lated business is, by definition, the product of an illegal activity
and therefore, processing those funds is deemed money laundering.
Consequently, Citywide Banks does not offer financial services to
marijuana-related businesses. That is why so many banks have

3 Strengthening the Tenth Amendment Through Entrusting States Act, S. 1028, htips://
www.congress.gov / bill / 116th-congress [ senate-bill [ 1028.
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also declined to enter this business. At the moment, even if mari-
juana were not federally illegal, there is also a lack of clarity from
the regulatory community about what steps are necessary to appro-
priately identify risks and, more important, what steps are needed
to ensure a robust compliance program when banking these busi-
nesses. Unfortunately, until the Federal prohibition on handling
marijuana-related proceeds is addressed, the regulatory uncertain-
ties cannot be addressed.

It is important to recognize that existing regulatory guidance
does not address the underlying illegality of marijuana funds, and
as such, is insufficient to enable banks to provide financial services
to marijuana-related businesses. Every memorandum from the De-
partment of Justice, before they were rescinded on January 4,
2018, by then-Attorney General Jefferson Sessions, such as the one
issued on August 29, 2013, emphasized that marijuana was illegal
under Federal law and the guidelines were designed to allocate
limited law enforcement resources, not create a safe harbor to bank
marijuana-related businesses. Similarly, the FinCEN guidance
issued on February 14, 2014, emphasized that “The Controlled
Substances Act (CSA) makes it illegal under Federal law to manu-
facture, distribute, or dispense marijuana.”

Therefore, any bank that elects to bank one of these businesses
runs the constant risk of prosecution for money laundering under
Federal law.

Q.3. Please describe any services, if any, that you provide to ancil-
lary marijuana businesses (e.g., legal or security firms, food safety
businesses, real estate) and any challenges you face in providing
such services.

A.3. Citywide Banks will consider opening accounts for ancillary
businesses where some of their revenue may derive from cannabis-
related businesses. In these situations, we review the nature of
business and why they receive funds from cannabis-related busi-
nesses. We search the ancillary business and their owners to deter-
mine if they have any ownership in a cannabis-related business. If
we decide to open accounts for an ancillary business, they are con-
sidered high-risk for BSA/AML and are monitored more closely
than other businesses that don’t receive revenue from cannabis-re-
lated businesses.

Challenges with banking ancillary businesses is if they would
like a loan. For example, real estate owners who have tenants that
are cannabis-related, we are unable to provide loans using collat-
eral on the property. We have also had situations with existing cus-
tomers where we were not able to renew a loan due to them having
a cannabis-related tenant on the collateral.

Q.4. What has the community response been, if any, to your finan-
cial institution providing banking services to legitimate marijuana
businesses?

A.4. Since the bank does not offer those services, it has not been
an issue.
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RESPONSES TO WRITTEN QUESTIONS OF
SENATOR CORTEZ MASTO FROM JOANNE SHERWOOD

Q.1. If Congress passed legislation, such as the SAFE Banking Act,
do you think financial institutions and law enforcement would have
the tools needed to find and investigate money laundering and
other financial crimes?

A.1. Yes. These accounts would be monitored in accordance with
existing Bank Secrecy Act requirements, which are designed to de-
tect suspicious financial transactions. It would be helpful to elimi-
nate the many Suspicious Activity Reports (SARs) that are cur-
rently being filed on each and every transaction conducted by a
marijuana-related business in order to enable law enforcement to
focus on areas where truly suspicious transactions are occurring.
Anecdotal responses from bankers suggest that, were the SAFE
Banking Act to become law, more marijuana-related businesses
would have access to banking services where there account activity
is monitored as a matter of course in compliance with the expecta-
tions banks have met under the Bank Secrecy Act since the Money
Laundering Control Act of 1986.

As we pointed out in our testimony, “The increased transparency
that would come from processing transactions through bank ac-
counts instead of in cash would ensure that regulators and law en-
forcement have the necessary tools to identify bad actors and re-
move them from the marketplace. The activity of cannabis busi-
nesses would become part of the standard process that all banks
apply to their customers to understand customer profiles, assess
risk, and monitor for and report possible suspicious activity and
large cash transactions.”

Q.2. Do you believe there are additional tools we should provide to
financial institutions that work with cannabis businesses in order
to better assist law enforcement?

A2, If FinCEN and the Federal banking regulators issue addi-
tional guidance and examination procedures to clarify what steps
banks should take to identify and manage the risks associated with
banking marijuana-related businesses, it should go a long way to-
ward helping banks feel more comfortable with offering banking
services to these businesses. As the process evolves, it is possible
that law enforcement or the financial sector might find the need for
additional clarity, but at this point that should be something that
can be accomplished through an advisory from FinCEN.

Q.3. According to the FDIC’s 2017 survey of unbanked and under-
banked individuals, 6.1 percent of Nevadans were unbanked. And
Nevada has one of the highest rates of underbanked citizens in the
country—more than 1 in 4 Nevadans were underbanked. Can you
discuss any harms or risks associated with a large population of
unbanked and underbanked individuals, particularly those in the
cannabis industry who are already being paid in cash?

A.3. There are many difficulties associated with a lack of access to
banking accounts. As pointed out during the hearing, operating in
an all-cash environment with large amounts of cash presents a
safety risk to employees, customers, and the communities where
these businesses operate. For the individual consumer, such as an
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employee of a marijuana-related business, lack of access to a bank
account and paying all bills in cash prevents the consumer from de-
veloping a credit history or credit score, presenting challenges in
getting loans, renting an apartment, or even getting a job. Lack of
access to a bank account also means the individual has to rely on
check cashers, payday lenders, and other high-cost services for rou-
tine transactions.

An article in U.S. News summarizes the disadvantages con-
sumers face in not having access to banking services.

Q.4. Do you believe employees of marijuana businesses, or mari-
juana-related businesses are more likely to be unbanked or under-
banked?

A.4. Absolutely. One of the challenges that employees of mari-
juana-related businesses face is that, because the bulk if not the
entirety of their income comes from an activity that is illegal under
the Controlled Substances Act, their income is considered “tainted”
and handling those funds can be considered money laundering. As
a result, if the source of their income is known at the time an ac-
count is opened, it would be risky for a bank to open the account
and so that increases the likelihood that the individual will be
unbanked. For consumers with existing bank accounts, it might not
be readily apparent that the source of the income is from a mari-
juana-related business. If there is a sudden increase in cash activ-
ity or other unusual behaviors in the account, then it is likely that
the bank’s monitoring system will detect the anomaly and prompt
an investigation by the bank, which could result in the account re-
lationship being terminated.

Q.5. If Congress passed legislation allowing the cannabis industry
to access financial services, do you believe that States would be
able to more accurately audit businesses?

A.5. Yes. In testimony before the House Financial Services Com-
mittee last February 13, California Treasurer Fiona Ma pointed out
some of the challenges associated with operating in an all-cash en-
vironment. During the hearing, she indicated that having the
paper trail provided by bank accounts would definitely make it
simpler to audit these businesses. Clearly, having the information
provided in regular bank statements would create a set of data
that can be audited, data that is lacking in an all-cash environ-
ment.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR REED
FROM GARTH VAN METER

Q.1. What is the single biggest risk that we face if nothing is done
to address the challenges facing cannabis and banking?

A.1. Since States began licensing the production and distribution
of marijuana, there has been a marked increase in potency as busi-
ness investors have been able to improve technology, growing tech-
niques, and extraction to produce products that did not exist prior
to the legalization and commercialization of marijuana. What we
think of as Woodstock weed was approximately 1-3 percent po-
tency, while today’s concentrates go up to 95 percent potency. The
biggest risk we face is accelerating this trend through increased in-
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vestment in the marijuana industry, which will increase both prev-
alence and frequency of use for high potency products, including
concentrates. These have demonstrated impacts on a variety of
public health measures, including increased impaired driving
crashes and fatalities, increased workplace accidents and reduced
participation, increased instances of addiction and damage to men-
tal health, and reduced educational attainment and life outcomes. !

Currently, legalization and commercialization have only hap-
pened at the State level, which has put a damper on the amount
of investment into the marijuana industry in the United States.
Changing Federal laws to increase investment into the marijuana
industry without restrictions on potency or other public health
measures will make public health outcomes worse.

Q.2. What is the single biggest benefit that we are likely to realize
if we are able to address the challenges facing cannabis and bank-
ing?

A.2. It will be a Pyrrhic victory: we will gather much more data
about the damaging effects of heavy use of high potency marijuana
products, but without any of the normally required safeguards for
participants in research experiments. No State has been able to
successfully institute a potency cap due to stiff opposition from the
marijuana industry.2 State regulations allow all manner of prod-
ucts that are appealing to children, leading to a Wild West atmos-
phere in which the marijuana industry has been able to recreate
the Big Tobacco playbook largely without interference (case in
point, the same style of social media advertising for which Juul got
in trouble is still being used by marijuana vaporizer and con-
centrate companies).

The goal of the marijuana industry is to initiate new users of
their products through ease of use and product innovation, and
convert casual users into heavy users by introducing them to high
potency concentrates (including vapes), which are prominently ad-
vertised in social media, print advertising, and product promotions.
Concentrates and high potency vapes have increased in popularity
and market share.3 The proportion of heavy users has also mark-
edly increased, corresponding with the increase in the average po-
tency available. 4 The science has not yet caught up to understand
the long-term effects of high potency use, but the early indicators
are very concerning on the impact to mental health. >

Q.3. A critical part of addressing the challenges facing cannabis
and banking is ensuring that our anti—money-laundering laws re-
main robust and that our law enforcement officials are still able to
enforce the law and deter criminals. What specifically needs to be
done to ensure these priorities?

Lhttps:/ | learnaboutsam.org [ wp-content [ uploads /2019/07 /| 2019LessonsFinal.pdf

2 https: | | mjbizdaily.com | wp-content | uploads /2016 /07 | Healthy-Colorado-quits.pdf

3 hitps:/ |www.globenewswire.com [ news-release /2019/06/25/ 1873754 /0/en |/ Global-Can-
nabis-Concentrate-Market-Will-Reach-Over-USD-13-78-Billion-By-2026-Zion-Market-Re-
search.html

4 hitps: | Jwww.ncbi.nlm.nih.gov | pme/articles | PMC6312155/; https:/ |www.nbcnews.com |
health | mental-health | chronic-pot-use-may-have-serious-effects-brain-experts-say-n924441;
https:/ |www.ncbi.nlm.nih.gov /| pme /articles| PMC5719106 /

5 hitps: | | www.cbsnews.com [ news | marijuana-psychosis-smoking-strong-pot-daily-increases-
risk-of-psychosis-study-finds |
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A.3. SAM agrees that money laundering is a crucial issue to ad-
dress. We understand that some believe that money laundering has
become a bigger problem due to some dispensaries dealing in cash.
But as the former DEA Administrators and ONDCP Directors ex-
plained in their letter to the Committee, the thing that cartels and
organized crime prize the most is access to banking. Lt. Martinez
of the Denver Police Department describes how cartels can use
dispensaries with access to banks to launder money in excess of
$10,000 per deposit, which is a very large incentive.

Here are additional questions that should be answered by banks
or credit unions prior to the drafting of any legislation related to
money laundering:

How often do your dispensary, processor, or grower clients de-
posit cash in your institution? What sort of documentation do you
require with each deposit? Do you verify deposits against their
record of inventory? Do you cross reference their inventory with the
State’s seed-to-sale tracking system? Do you place holds on any de-
posits before this documentation is verified?

Does every one of your marijuana clients use an external audi-
tor? Does the auditor physically verify inventory or run checks
against the seed-to-sale tracking system? Is that a requirement of
your institution before you will do business with them?

Given the Oregon Secretary of State found that the Oregon Liq-
uor Control Board only had resources to audit 3 percent of licensed
dispensaries ® and the State of California only has 15 staff to con-
duct enforcement in the entire State,?” how do you ensure your cus-
tomers are compliant with State regulations? Do you conduct rou-
tSine §)ite visits for customers that have not been audited by the

tate?

SAM suggests that all of these items should be addressed in any
legislation or amendments proposed.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR BROWN
FROM JOHN LORD

Q.1. In your written testimony, you indicated that it costs you
$3,000 a month to maintain your bank account, and that these
high fees are especially difficult for smaller businesses to afford.
How would additional certainty for banks, through regulatory guid-
anc? og the SAFE Banking Act, affect smaller businesses in par-
ticular?

A.1. Uncertainty created by the dichotomy between State-legal can-
nabis programs and Federal prohibition increases operating costs
within the cannabis industry, disproportionately hurting smaller
businesses. While larger, existing companies struggle to absorb
these costs, they are often fatal for small businesses and new busi-
nesses, as these hefty costs represent a larger percentage of their
operating budget. Further, banks refusing to lend to cannabis busi-
nesses removes the opportunity for many potential smaller busi-
nesses to enter the industry because they lack access to the nec-
essary capital. The SAFE Banking Act would eliminate much of

6 hitps:/ |www.oregonlive.com [ news /2019 /01 / oregon-marijuana-regulators-fail-to-meet-even-
basic-standards-state-audit-finds.html
7https:/ | ktla.com /2019/07/ 17/ california-officials-struggling-to-regulate-weed-market-audit /
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this uncertainty, reducing banking-related costs and creating more
access to capital.

Q.2. Overcriminalization of marijuana has led to a mass incarcer-
ation crisis that disproportionately affects communities of color.
What steps has the Cannabis Trade Federation taken to ensure di-
versity in the State-legal cannabis industry? Are members of the
Cannabis Trade Federation required to commit to diversity and in-
clusion standards? Please describe employee diversity at LivWell
and any current or planned efforts to increase diversity.

A.2. The Cannabis Trade Federation (CTF) has formed a Diversity,
Equity, and Inclusion (DEI) Task Force as a means to create com-
mitment and action to further a core part of CTF’s mission—to pro-
mote diversity in the industry. (The full membership of this im-
pressive board, which includes the current CEO of the NAACP and
the current CEO of the National Urban League, is available here:
https: | [www.cannabistradefederation.com [ dei-task-force.) As an
initial step, the CTF board formed two committees—a Diversity
Committee and a Social Impact Committee. The DEI Task Force
will work with these committees to develop an industrywide DEI
policy to be adopted by the full CTF board. Upon adoption, CTF
member companies will have to agree to CTF’s DEI policy as a re-
quirement of membership. The DEI Task Force will also develop
benchmarks and goals to measure the industry’s progress.

LivWell keeps diversity at the forefront when hiring, striving to
hire candidates who represent the diverse communities we serve.
We are continuously identifying additional avenues to recruit di-
verse applicants and retain those employees when hired. When we
hold traditional career fairs, we work to increase the diversity of
those attending, including cooperative efforts with the Hispanic
Chamber of Commerce and Association of Black and Latino Cor-
porate Directors. In addition, our Director of Human Resources sits
OI]; the Cannabis Trade Federation DEI Task Force discussed
above.

LivWell also believes that nurturing true diversity cannot stop at
the hiring of diverse candidates, but also requires a heavy focus on
management development, allowing employees to grow with the
company. As such, we have developed a 10-week Manager Develop-
ment Program that helps associates develop as managers so they
can grow their careers within LivWell. We believe that such on-
going efforts have yielded results, with our hiring statistics reflect-
ing or exceeding State diversity percentages. In addition to a highly
diverse population companywide, five out of our twelve Senior Ex-
ecutives are women with continuing recruitment for diverse people
to fill the company’s senior management roles.

Q.3. Please describe your efforts, on behalf of LivWell and the Can-
nabis Trade Federation, to support changes to State laws to allow
cannabis businesses to hire employees who have prior, nonviolent
marijuana offenses that have served their sentences.

A.3. In Colorado this year, LivWell actively supported and lobbied
SB19-224, Sunset Regulated Marijuana, which contained a provi-
sion that reduced the timeframe during which an individual con-
victed of felony was ineligible for a license from the Marijuana En-
forcement Division from 5 years to 3 years.
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In addition, LivWell is actively engaging in discussions con-
cerning automatic expungement of marijuana offenses that policy-
makers will be holding in the coming months. The Cannabis Trade
Federation (CTF) strongly supports policies that promote an inclu-
sive cannabis industry, including providing those with previous
marijuana convictions employment opportunities in the industry.
CTF recently formed a Diversity, Equity, and Inclusion Task Force
(DEI Task Force) comprised of prominent national civil rights and
cannabis industry leaders. (The full membership of this board,
which includes the current CEO of the NAACP and the current
CEO of the National Urban League, is available here: https://
www.cannabistradefederation.com | dei-task-force.) The DEI Task
Force is charged with developing an industrywide diversity, equity,
and inclusion policy. Once approved by the CTF board, CTF mem-
ber companies will have to abide by this policy as a condition of
membership.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR REED
FROM JOHN LORD

Q.1. What is the single biggest risk that we face if nothing is done
to address the challenges facing cannabis and banking?

A.1. The biggest immediate risk is and will remain the security
issues created by a cash-based industry. Not only is it cash-based,
but it is famously cash-based. Those with nefarious purposes know
that employees of cannabis businesses could be carrying a lot of
cash. With the cannabis industry growing, the longer we maintain
the status quo, the more the vulnerability to becoming a crime vic-
tim increases for cannabis workers. In the long term, these security
concerns will be accompanied by a second large risk: an industry
permanently distorted against small businesses. Without banking
services and access to loans, those with limited access to capital
struggle to enter the cannabis industry. The longer it takes to fix
the banking situation, the longer these small businesses will be ex-
cluded, and the more difficult it will be for new companies to com-
pete with the established companies.

Q.2. What is the single biggest benefit that we are likely to realize
if vy)e are able to address the challenges facing cannabis and bank-
ing?

A.2. The biggest benefit of fixing the banking issue is increased se-
curity for cannabis industry employees and customers. Decreasing
the likelihood that they will be carrying large quantities of cash re-
duces their attractiveness as targets of criminal actions. A proper
banking solution will also help secure against money laundering
and tax evasion by bringing transactions into a more easily mon-
itored and transparent system.

Q.3. A critical part of addressing the challenges facing cannabis
and banking is ensuring that our anti—money-laundering laws re-
main robust and that our law enforcement officials are still able to
enforce the law and deter criminals. What specifically needs to be
done to ensure these priorities?

A.3. The Cannabis Trade Federation (CTF) supports the vigorous
enforcement of our Nation’s anti—money-laundering laws (AML)



80

which is one reason why CTF supports the Safe Banking Act.
Banks are accustomed to the rigorous compliance with the Bank
Secrecy Act and other AML rules and regulations. Currency and
suspicious transaction reports are important tools that aid in iden-
tifying illegal activity. Because of CTF’s support for AML, we are
particularly grateful that FinCEN has maintained its guidance ti-
tled BSA Expectations Regarding Marijuana-Related Businesses
(FIN-2014-G001) (February 14, 2014). According to FinCEN, as of
March 31, 2019, they have received more than 81,000 SARs from
MRBs or Marijuana Related Businesses. This information helps
law enforcement deter and detect illegal operations and increases
transparency into MRBs. Unfortunately, only a fraction of financial
services organizations bank MRBs and even fewer bank cannabis
businesses. Law enforcement would be greatly aided by maximizing
the number of cannabis businesses and MRBs that can obtain
standard banking services.

To increase compliance with AML rules and regulations, we rec-
ommend that Congress enact the SAFE Banking Act and the
STATES Act, the latter of which will remove the legal uncertainty
that arises from the conflict between Federal and State cannabis
laws and allow more financial services companies to do business
with cannabis businesses. Once this is done, FinCEN should imme-
diately include a representative from the cannabis industry into its
Bank Secrecy Act Advisory Group (BSAAG). CTF stands ready to
assist any Government agency, including FinCEN, increase its
knowledge and understanding of the cannabis industry.

RESPONSES TO WRITTEN QUESTIONS OF
SENATOR MENENDEZ FROM JOHN LORD

Q.1. Mr. Lord, if Congress were to provide legal clarity around the
provision of insurance at the Federal level and help legal mari-
juana businesses reduce their insurance costs, would we be low-
ering the entry costs into the industry and thereby making it easier
for smaller businesses—including the communities targeted by the
war on drugs—to share in the economic opportunity of the legal
marijuana industry?

A.1. Yes. The uncertainty created by Federal illegality of a State-
legal industry makes procuring insurance more costly. Increased
insurance costs, like all of the other costs raised by the legal uncer-
tainty surrounding the industry, disproportionately hurts busi-
nesses with less access to capital. Many people of color, people in
communities targeted by the war on drugs, and people wanting to
start small, local businesses have limited access to capital. High
costs, limited access to capital, and the refusal of banks to make
loans to the cannabis industry combine to keep many potential
small businesses out of cannabis industry all together. Excessive
costs for insurance policies worsens the situation. I and the Can-
nabis Trade Federation very much appreciate your efforts to pro-
vide legal protection to insurance companies that wish to make cov-
erage available to State-legal cannabis businesses. Passage of your
legislation would result in more insurance companies providing
coverage, which will lead to greater competition and lower costs.
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RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARREN
FROM JOHN LORD

Q.1. I'm pleased that the Banking Committee is holding today’s
hearing to discuss how Congress can approach this issue. However,
it is critical that Congress take the opportunity to advance mari-
juana policy reforms in a holistic manner that not only advances
our Federal marijuana laws but reverses the harm of these policies
on our communities—particularly communities of color that have
been greatly impacted by the failed War on Drugs.

In addition to legalizing marijuana, these efforts must include
Federal and State legislative action to wipe clean the records of
those unjustly jailed for minor marijuana offenses, and allowing
any individual currently incarcerated for these offenses to petition
for release. They must also allow those communities that have been
disproportionately hurt by these failed policies with greater access
to the economic opportunities presented by marijuana reforms.

As the CEO and owner of a marijuana businesses, what steps
have you taken to ensure employment opportunities are provided
to diverse populations?

A.1. LivWell keeps diversity at the forefront when hiring, striving
to hire candidates who represent the diverse communities we serve.
We are continuously identifying additional avenues to recruit di-
verse applicants and retain those employees when hired. When we
hold traditional career fairs, we work to increase the diversity of
those attending, including cooperative efforts with the Hispanic
Chamber of Commerce and Association of Black and Latino Cor-
porate Directors. In addition, our Director of Human Resources sits
on the Cannabis Trade Federation Diversity, Equity, and Inclusion
Task Force.

LivWell also believes that nurturing true diversity cannot stop at
the hiring of a diverse candidate, but also requires a heavy focus
on management development, allowing employees to grow with the
company. As such, we have developed a 10-week Manager Develop-
ment Program that helps associates develop as managers so they
can grow their career within LivWell. We believe that such on-
going efforts have yielded results with our hiring statistics reflect-
ing or exceeding State diversity percentages. In addition to a highly
diverse population companywide, five out of our twelve Senior Ex-
ecutives are women with continuing recruitment for diverse people
to fill the company’s senior management roles.

Q.2. The Massachusetts Cannabis Control Commission (CCC) re-
cently announced that it selected six organizations to support ef-
forts to implement the first social equity program in the country.
According to CCC Commissioner Shaleen Title, this will “ensure
our legal marketplace is accessible to impacted individuals and
offler] the resources participants need to overcome barriers to
entry.”1 Do you believe that each State should implement a similar
social equity program that levels the playing field for every indi-
vidual?

1 Boston Globe, “Cannabis Commission Taps Six Groups To Boost Social Equity Efforts”, Colin
A. Young, July 18, 2019, htips:/ /www.bostonglobe.com [ news | marijuana /2019/07 | 18/ cannabis-
commission-taps-six-groups-boostsocial-equity-efforts | AnKNafJyemxeKslZk8dmKN [ story.html.
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A.2. The cannabis industry is a unique industry, given the fact that
it revolves around a substance that was not only previously illegal
(and still is at the Federal level and in many States), but also re-
sulted in the arrest and prosecution of millions of individuals
whose lives have been harmed, often times significantly, by those
criminal sanctions. And these sanctions disproportionately affected
individuals and communities of color. As the industry grows, we
have a responsibility to ensure that those individuals and commu-
nities that were negatively impacted by marijuana prohibition de-
rive substantial benefits from the legal cannabis industry. Accord-
ingly, I certainly support States and localities implementing social
equity programs that further their specific objectives. The objec-
tives could include greater diversity in ownership, greater diversity
in the workforce, worker training for individuals previously incar-
cerated or underemployed due to prior marijuana convictions, or di-
rect investment in affected communities for programs and projects
that are not cannabis-related, such as after-school programs or rec-
reational centers.

Q.3. How are you working among your community and within your
State to further opportunities to own and manage marijuana busi-
nesses across diverse populations?

A.3. In Colorado this year, LivWell actively supported provisions
contained in SB19-224, Sunset Regulated Marijuana, that created
“accelerator cultivator” and an “accelerator manufacturer” licenses.
These licenses, once the law is fully implemented will allow cur-
rently licensed marijuana businesses to host and offer technical
and capital support to accelerator license holders. The law sets
forth the qualifications necessary for an individual to obtain an ac-
celerator license: a person who has lived in a “census tract des-
ignated by the [Colorado] Office of Economic Development and
International Trade as an opportunity zone for 5 of the 10 years
prior to application.” LivWell looks forward to extending this sup-
port to the law’s implementation and will investigate opportunities
to be a meaningful part of this program.

Q.4. Are there steps that you believe Congress should take to sup-
port these efforts?

A.4. The Cannabis Trade Federation supports ending the Federal
prohibition on cannabis as soon as possible. The illegal status of
cannabis at the Federal level is a significant impediment to State
and local equity programs. As reported in the Boston Globe late
last year, John Barros, the City of Boston’s Chief of Economic De-
velopment, “said the Federal prohibition on marijuana has been a
major obstacle to equity, since it prevents banks from loaning
money to cannabis firms—and because most of the city’s small
business assistance efforts are funded by Federal dollars that can-
not go toward [cannabis] companies.”2 Accordingly, in addition to
expanding access to banking through the enactment of the SAFE
Banking Act, we strongly support passage of the bipartisan
STATES Act, of which you and Senator Cory Gardner of Colorado
are the Senate sponsors. The STATES Act would reconcile State

2 hitps: | |www.bostonglobe.com [ metro/2018/ 12 | 04 | boston-city-council-questions-walsh-ad-
ministration-over-marijuana-licensing | 5xCPOzM18jQixA03IMVb2J  story.html
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and Federal conflicts in cannabis law by bringing any entity or in-
dividual acting in accordance with State law into compliance with
the Controlled Substances Act.

The passage of the SAFE Banking Act would help in the effort
to expand minority ownership in the cannabis industry. Currently,
access to financial institutions comes at a steep cost. As I men-
tioned in my testimony, due to the significant compliance costs as-
sociated with serving cannabis customers under existing policies, fi-
nancial institutions charge cannabis businesses substantial month-
ly fees. Our company pays in excess of $3,000 per month for the
mere privilege of having an account. The current situation is espe-
cially challenging for small businesses. While we, due to our size,
are able to absorb the additional costs associated with cash man-
agement and exorbitant bank fees, many small businesses are not.
Furthermore, passage of the SAFE Banking Act could significantly
aid cannabis businesses in securing business loans.

This is critical to small business owners who may not have ac-
cess to other sources of capital. If there is any hope in helping
small businesses—including minority- and women-owned compa-
nies—survive and thrive, we must resolve the banking situation.
Finally, minority- and women-owned cannabis businesses would
benefit from passage of a bill like Rep. Nydia Velazquez’s (D-NY)
Ensuring Safe Capital Access for All Small Business Act of 2019
(H.R. 3540), which would make cannabis firms eligible for Small
Business Administration-backed assistance such as microloans and
loan guarantees. The lack of access to financial services and Fed-
eral assistance to small businesses in the industry erects barriers
to entry that Congress has the ability to eliminate if it simply
chooses to act.

Q.5. Are there steps that you believe the marijuana industry
should take nationally to focus on the importance of racial equity
within the industry?

A.5. It is crucial for the cannabis industry to be proactive with re-
spect to the issue of diversity in the industry. We must ensure that
when the cannabis industry matures it is diverse and inclusive and
has helped right some of the wrongs of past criminalization. To
that end, the Cannabis Trade Federation (CTF) has formed a Di-
versity, Equity, and Inclusion Task Force (DEI Task Force) com-
prised of prominent national civil rights and cannabis industry
leaders to develop a diversity, equity, and inclusion policy for the
industry. (The full membership of this board, which includes the
current CEO of the NAACP and the current CEO of the National
Urban League, is available here: hittps:/ /
www.cannabistradefederation.com [ dei-task-force.) After completion
and adoption by the CTF Board, compliance with that policy will
become a required condition of membership for CTF. The DEI Task
Force is looking at State leaders in equity like Massachusetts and
Illinois as well as Congressional proposals like Rep. Barbara Lee’s
RESPECT Resolution and other industry best practices to ensure
this policy is comprehensive and effective in creating a diverse and
inclusive industry.
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RESPONSES TO WRITTEN QUESTIONS OF
SENATOR CORTEZ MASTO FROM JOHN LORD

Q.1. According to the FDIC’s 2017 survey of unbanked and under-
banked individuals, 6.1 percent of Nevadans were unbanked. And
Nevada has one of the highest rates of underbanked citizens in the
country—more than 1 in 4 Nevadans were underbanked. Can you
discuss any harms or risks associated with a large population of
unbanked and underbanked individuals, particularly those in the
cannabis industry who are already being paid in cash?

A.1. Access to adequate banking services is important for many
reasons but particularly to reduce security risks and increase fi-
nancial stability. Cannabis industry employees typically do not
have access to financial services like direct deposit that can provide
individuals with a tool to manage their finances. Instead of direct
deposit or a paycheck, cannabis industry employees are often paid
in cash, making them attractive targets for criminals. Increasing
access to banking services through the SAFE Banking Act will re-
duce the risk of cannabis industry employees becoming victims of
crime while also allowing them a tool to manage finances readily
available to those who work in other industries.

Q.2. Do you believe employees of marijuana businesses, or mari-
juana-related businesses are more likely to be unbanked or under-
banked?

A.2. I am not aware of any statistics that provide clarity on the
percentage of cannabis industry employees who are unbanked or
underbanked. However, anecdotally I have heard that individuals
do struggle to access financial services that employees in other in-
dustries take for granted, such as direct deposit. For a worker who
may be paid in cash, such an individual may choose to eschew
banking altogether, leading to less interaction with banking serv-
ices, which harms opportunities for mortgages, car loans and other
financial mechanisms that create a solid and stable financial life.
The current tension between Federal and State laws across the
country exacerbates the situation for those currently underbanked
and prohibits an avenue forward for the unbanked population. The
SAFE Act would help alleviate these issues.

Q.3. In your testimony, you noted that you and many of your em-
ployees have been denied access to financial services, including
having personal accounts closed or a mortgage denied. How has
this affected you or your employees’ finances and financial plan-
ning? Have you or your employees had to use other financial prod-
ucts, such as a check cashing service or money orders?

A.3. To protect employees to the best of our abilities from adverse
banking actions, we created an employment firm from which we
lease our employees. However, this barrier does not always prevent
our employees from being denied financial services, such as mort-
gages, or from having to accept terms less favorable from those
that would be offered to an individual not working in cannabis.
Employees often struggle to refinance their homes, and in one in-
stance, an employee had to accept a car loan with an exceptionally
high interest rate or forgo the car purchase. The human resources
department counsels employees with such issues when possible. In
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addition, LivWell offers a 401k to its employees with the hope that
such a benefit will assist employees with their long-term financial
planning.

Q4. In your experience, has a legalized cannabis industry bol-
stered the economy of our rural and tribal communities?

A4, Yes, the early returns show that the cannabis industry bol-
sters the economy in every location where it is legal, often signifi-
cantly. For example, a study of Pueblo County in Colorado by the
Colorado State University—Pueblo’s Institute of Cannabis Research
found that in the first few years of legalized adult-use cannabis,
the cannabis industry contributed more than $58 million to the
local economy. Legal cannabis brings in needed tax revenue that
can be used for important infrastructure improvements. Since Jan-
uary 1, 2014, the State of Colorado has collected more than a bil-
lion dollars in cannabis taxes and fees, not including the hundreds
of millions of additional tax revenue generated by local govern-
ments. The Marijuana Business Daily’s Annual Fact Book esti-
mates that the State-legal cannabis industry currently employees
the equivalent of 175,000 to 215,000 full-time workers, many of
whom live or work in rural areas. This economic development has
attracted the interest of many tribal communities. For example, in
Nevada, Ely Shoshone Tribe Chairwoman Diane Buckner said the
opportunity presented by cannabis “is huge for us.”! The Ely Sho-
shone opened a medical and recreational dispensary in December
of 2017, immediately creating new jobs and then used the revenue
generated by that dispensary to build a grow facility, resulting in
the hiring of more people. At least seven other tribes have entered
into marijuana agreements with the State of Nevada hoping to
take advantage of this opportunity.

Q.5. Has the industry helped propel economic development, outside
of cannabis, for communities, such as those in rural areas or tribal
lands?

A.5. The cannabis industry brings jobs and economic development
to many areas, including rural and tribal areas. Cannabis cultiva-
tion and product manufacturing often takes place further away
from population centers and can be a real boon to those in rural
and tribal areas. Currently, the cannabis industry is very localized
with the effect of having most cannabis spending staying in the
local economy. The Marijuana Policy Group found that each dollar
of spending within the cannabis industry in Colorado brought be-
tween $2.13 to $2.40 of local output and employment.2 Some esti-
mate that the cannabis could have up to a $5 billion economic on
North American Tribal Communities.3 Further, the revenue gen-
erated from sales creates opportunities for tribes to invest in them-
selves. The Port Gamble S’Klallam Tribe on Washington’s Kitsap
Peninsula opened a cannabis dispensary and plan to invest the re-
sulting revenue in either social programs or college scholarship pro-

Lhttps:| | newsmaven.io/ indiancountrytoday | news | many-tribes-say-billion-dollar-cannabis-
business-is-a-gateway-to-economic-development-2mDYegq8v02VmO-7SzjyQg /

2 https: | |www.mjpolicygroup.com [ pubs | summary | MPG-Economic-Impact-Summary.pdf

3 hitps:/ | newfrontierdata.com /| marijuana-insights | cannabis-potential-5-billion-economic-im-
pact-ontonorth-american-tribal-communities /
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grams, both of which will spur further economic development.+
This investment of cannabis revenue has the opportunity to drive
economic activity in these areas and keep the benefits of that
spending in the local community.

Q.6. Does a lack of access to financial services disproportionately
impact rural communities who want to engage in the cannabis in-
dustry?

A.6. While the lack of access to financial services affects the en-
tirety of the cannabis industry, it makes sense that this lack of ac-
cess is disproportionately harmful to those living or operating in
rural areas. Cannabis businesses located or operating in rural
areas have to transport cash across longer distances, making own-
ers and employees more vulnerable to potential robberies. Also,
having many nearby banking options greatly increases the likeli-
hood that at least one local bank will be one of the few willing to
provide services to the cannabis industry. Those chances greatly di-
minish when operating in areas with fewer banking options.

RESPONSES TO WRITTEN QUESTIONS OF SENATOR SINEMA
FROM JOHN LORD

Q.1. As the owner and operator of a cannabis company, can you
speak to the safety risks that employees at State-compliant can-
nabis businesses face by having to do business solely in cash?

A.1. The cannabis industry is not only mostly cash-based, it is fa-
mously so. This means that those with nefarious purposes know
that cannabis employees will often have large quantities of cash on
their person. This knowledge makes them attractive crime targets
compared to most other businesses, where sales and transfers are
predominantly made electronically or by check. The status of can-
nabis and banking at the Federal level has resulted in credit card
companies refusing to process transactions for cannabis stores. So
we are forced to take cash from customers and then have that cash
collected by armored car to be delivered to a Federal Reserve Bank.
There are risks and hazards throughout this process. And, of
course, this situation is not unique to our company. It affects every
cannabis business in the country. Although the required security
systems and equipment at cannabis facilities are extensive, we still
must worry about theft and armed robberies. During one such rob-
bery attempt in 2016, a security guard at a dispensary in Aurora,
Colorado, who was a Marine Corps veteran, was shot and killed.
Passage of the SAFE Banking Act could prevent similar tragedies
from occurring in the future.

Q.2. How would the SAFE Banking Act help to mitigate those se-
curity risks and keep both the public and employees safe?

A.2. Making it easier for cannabis companies to operate like busi-
nesses in other industries will greatly reduce the risk of armed rob-
bery and other crimes. Those looking to commit a robbery now
know that cannabis establishment employees often carry large
quantities of cash, making them attractive targets. A fully banked

4 hitps: /| | newsmaven.io /indiancountrytoday [ news | many-tribes-say-billion-dollar-cannabis-
business-is-a-gateway-toeconomic-development-2mDYegq8v02VmO-7SzjyQg |
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cannabis industry, with the current product tracking and security
systems in place, would no longer be an attractive target for crime.
Further, a proper banking solution will also help secure against
money laundering and tax evasion by bringing transactions into a
more easily monitored and transparent system.
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Adverse Reactions
Adverse reactions include:

somnolence

decreased appetite

diarrhea

transaminase elevations (liver problems)
fatigue

malaise

asthenia (loss of strength and energy)
rash

insomnia

sleep disorder

poor quality sleep;

infections. [16]

Pregnancy

There is not adequate data on the developmental risks associated with Epidiolex use by in
pregnant women. Administration of CBD to pregnant animals produced evidence of
developmental toxicity such as increased embryofetal mortality in rats and decreased fetal body
weights in rabbits; decreased growth, delayed sexual maturation, long-term neurobehavioral
changes, and adverse effects on the reproductive system in rat offspring.

There are not good data on the presence of cannabidiol or its metabolites in human milk, the
effects on the breastfed infant, or the effects on milk production. The developmental and health
benefits of breastfeeding should be considered along with the mother's clinical need for
Epidiolex and any potential adverse effects on the breastfed infant from Epidiolex or from the
underlying maternal condition.

Geriatric Use

Clinical trials of Epidiolex did not include any patients aged above 55 years to determine whether
or not they respond differently from younger patients. Dose selection for elderly persons should
be cautious reflecting the greater frequency of decreased liver or cardiac function, and of
concomitant disease or other drug therapy.

Conclusion

Epidiolex, a purified form of CBD has some risks and should only be used while medically
supervised. Commercial CBD has many risks but may not have any safeguards.
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Marijuana is the Number 1 substance now found in suicides of young people in Colorado who
ate 10-19 years old. ”

Depression

Tdentical twin studies have demonsirated a clear impact that increases depression 2 times in the
twin who uses marijuana, '*

Bi-polar Disorder
A large longitudinal study showed a increased risk for symptoms of bipolar disorder. '*
Post Traumatic Stress Disorder

PTSD patients who used marijuana users were found to make less progress in overcoming their
condition and were more likely to become violent,

Consortium. Young adult sequelae of adolescent cannabis use: an integrative analysis. Lancet Psychiatry 2014; 1(4):
245-318.

1% Completed
Arendt M, Munk-Jergensen P, Sher L, Jensen SO. Mortality following treatment for cannabis use disorders:
predictors and causes. J Subst Abuse Treat. 2013;44(4):400-406.

See also: Clarke MC, Coughlan H, Harley M, Connor D, Power E, Lynch F, Fitzpatrick C, Cannon M. The impact
of adolescent cannabis use, mood disorder and lack of education on attempted suicide in young adulthood. World
Psychiatry. 2014;13(3):322-3.

17 Go to the below Colorado website and click on the box that lists “methods, circumstances and
toxicology” and then click on the two boxes for 10-19 years olds. The marijuana data will appear.

hitps://cohealthviz.dphe.state.co.us/t¥ HSEBPublic/views/CoVDRS_12_1_17/Story] 2:embed=yé&:showAppBanner=F
alsed:showShareOptions=trued:display_count=nod:showVizHeme=no#4)

18 Agrawal A, Nelson EC, Bucholz KK, Tillman R, Grucza RA, Statham DJ, ... Lynskey MT. Major
depressive disorder, suicidal thoughts and behaviours, and cannabis involvement in discordant twins: a retrospective
cohort study. The Lancet Psychiatry, 2017; $2215-0366(17)30280-8.

" htp://www newswise.com/articles/view/685947/2sc=dwin

 wilkinson ST, Stefanovics E, Rosenheck RA. Marijuana use is associated with worse outcomes in
symptom severity and violent behavior in patients with posttraumatic stress disorder. J Clin Psychiatry.
2015;76(9):1174-1180.
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people who started smoking marijuana heavily in their teens and had an ongoing marijuana use
disorder lost an average of 8 IQ points between ages 13 and 38. The lost mental abilities didn't
fully return in those who quit marijuana as adults. *

Addiction

The National Institute on Drug Abuse (NIDA) research shows that up to 30 percent of marijuana
users may develop some degree of problem use that can include addiction. *

Opiate Disorder

Recent research shows that marijuana use is associated with an increased risk of prescription and
Opioid misuse disorders. ”

Scientific Organization Reports
The 2016 United States Surgeon General report on addiction states that marijuana is a serious

threat to the physical and mental health of our children and that its use is a major threat to public
safety. *

% tips://www.drugabuse. gov/publications ‘drugfactsmarijuana

See also:

The Occurrence of Cannabis Use Disorders and Other Cannabis Related Problems Among First Year College
Students, Addictive Behaviors 33(3):397-411, March 2008,

"Regular or Heavy Use of Cannabis Was Associated with Increased Risk of Using
Other Illicit Drugs" - Addiction, 2006; 101:556-569

"As Marijuana Use Rises, More People Are Seeking Treatment for Addiction” -Wall Street Journal, 2 May 2006

"Twenty-Five Year Longitudinal Study Affirms Link Between Marijuana Use and
Other Illicit Drug Use" - Congress of the United States, 14 March 2006

"New Study Reveals Marijuana is Addictive and Users Who Quit Experience Withdrawal"
- All Headline News, 6 February 2007

"Cannabis Withdrawal Among Non-Treatment-Seeking Adult Cannabis Users” -The American Journal on Addiction.
2006; 15:8-14

% https:/fwww.drugabuse. gov/publications/d ijuana

% https:/fwww.druget h Inews-releases/2017/09/marij iated-i -risk-

prescription-opioid-misuse-use-disorders

% Facing Addiction in America: The Surgeon General’s Report on Alcohol, Drugs, and Health, November,
2016, Chapters One and two and Appendix D pp.65-66 at:

-
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The American Psychiatric Association reports that current evidence supports, at a minimum, a
strong association of marijuana use with the onset of psychiairic disorders. “Adolescents are
particularly vulnerable to harm, given the effects of cannabis on neurological development.”

The National Institute on Drug Abuse (NIDA) research shows that up to 30 percent of marijuana
users may develop some degree of problem use that can include addiction. Among young users,
the drug may reduce thinking, memory, and learning functions. Marijuana use has also been
linked to mental health problems, such as depression, anxiety, and suicidal thoughts among
teens, *

In 2017, the National Academy of Sciences (NAS) landmark report written by top scientists
concluded after a review of over 10,000 peer-reviewed academic articles, that marijuana use is
connected to, among other problems such as mental health issues (like psychosis, social anxiety,
and thoughts of suicide) and learning, memory, and attention loss (possibly permanent in some
cases).”

The United Nation Office on Drug and Crime had this to say about marijuana use and damage to
mental health

Although it is often seen as a less harmful drug, cannabis use poses several health risks.
Even when used only once, cannabis may lead to panic attacks, paranoia, psychotic
symptoms and other negative acute effects. The drug may also precipitate psychosis in
vulnerable individuals and intensify symptoms in diagnosed schizophrenics.

Testimony before Congress
In her testimony entitled “Cannabis and Medicinal Properties” before the Crime and Terrorism

Subcommittee of the U.S. Senate Committee on the Judiciary in 2016, Bertha K Madras, PhD,
Professor of Psychobiology, Department of Psychiatry, Harvard Medical School noted that:

https://addiction.surgeongeneral.gov/surgeon-generals-report. pdf

7 American Psychiatric Association, 2013 “Position Statement on Marijuana as Medicine,” paragraph 1
found at: https://www.psychiatry.org/ome/policy-finder

» hitps://www.drugabuse. gov/publications/drugfacts/marijuana

¥ Health Effects of Cannabis and Cannabinoids: Current State of Evidence and Recommendations for
Research, See: http://nationalacademies.org/hmd/~/media/Files/Report%20Files/201 7/Cannabis-Health-
Effects/Cannabis-chapter-highlights.pdf

0 gee Why should we care about cannabis? April 28, 2008,
http:/iwww.unode.org/unodc/en/frontpage/why-should-we-care-about-cannabis. html.

8-
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1. There was an association of marijuana with psychosis and schizophrenia.
2. There is increased risk for cognitive decline.

3. There is increased risk of psychosocial impairment.

4. There is increased risk for psychiatric symptoms. *

THC Medicines

Marinol, an FDA approved artificial THC medicine has a warning about mental illness and its
use. Marinol is used to treat loss of appetite {anorexia) in people with AIDS (Acquired Immune
Deficiency Syndrome) who have lost weight and nausea and vomiting caused by anti-cancer
medicine (chemotherapy) in people whose nausea and vomiting have not improved with usual
anti-nausea medicines. Marinol can cause serious side effects, including: worsening of mental
(psychiatric) symptoms in people who have mania, depression, or schizophrenia. Problems
thinking clearly.

Conclusion

‘There is no doubt anymore that marijuana use causes or contributes to many forms of mental
iliness and neurological problems. *

3 Cannabis and Medicinal Properties, Bertha K Madras, PhD, Professor of Psychobiology, Department of
Psychiatry, Harvard Medical School, hearing before the Crime and Terrorism Subcommittee of the U.S. Senate
Committes on the Judiciary Scheduled for July 13, 2016. This is an abbreviated version of a report written by the
author and commissioned by the World Health Organization: Update of Cannabis and its Medical Use December

2015. http/fwww.who.int'medicines/access/controlled-sut /62 cannabis update.pdf. Components of this
article were incorporated into a WHO report: The Health and Social Effects of nonmedical cannabis use, April 2016
hittp:/fwww.who.int/sut abuse/publications/cannabis/en/from 400 to 630.214.15

2 http://www.marinol.com

3 Arisk gene for cannabis psychosis, Science Daily, November 14, 2012
hitp://www.sciencedaily.com/releases/2012/11/121114083928 htm

Abbie Crites-Leoni, Medicinal Use of Marijuana: Is the Debate a Smoke Screen for Movement Toward
Legalization?, 19 J. Legal Med, 273, 280 (1998) (citing Schwartz, et al., Short-Term Memory Impairment in
Cannabis-Dependent Adolescents, 143 Am. J. Dis. Child. 1214 (1989)).

Adolescent pot use leaves lasting mental deficits, Developing brain susceptible to lasting damage from exposure to
marfjuana. Science Daily, August 27, 2012, http://www.sciencedaily.com/releases/2012/08/120827152039.htm

Arendt M, Munk-Jorgensen P, Sher L, Jensen SO, Mortality following for bis use disord
predictors and causes. J Subst Abuse Treat. 2013:44(4):400-6.

Arseneault L, Moffitt T, Caspi A, Taylor PJ, Silva PA. Mental disorders and violence in a total birth cohort: results
from the Dunedin Study. Arch Gen Psychiatry. 2000;57(10):979-86.

Association with schi iaand other psychotic disorders such as bipolar and schizophrenia. (Miller, 2017;
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Longitudinal Population-based Study, Am. J. Epidemiol. (2002) 156 (4): 319-327

Jing Han, Philip Kesner, Mathilde Metna-Laurent, Tingting Duan, Lin Xu, Francois Georges, Muriel Koehl, Djoher
Nora Abrous, Juan Mendizabal-Zubiaga, Pedro Grandes, Qingsong Liu, Guang Bai, Wei Wang, Lize Xiong, Wei
Ren, Giovanni Marsicano. Acute Cannabinoids Impair Working Memory through Astroglial CB1 Receptor
Modulation of Hippocampal LTD. Cell, 2012, Volume 148, Issue 5, 2 March 2012, Pages 1039-1050

John McGrath; Joy Welham; James Scott; Daniel Varghese; Louisa Degenhardt; Mot d Reza Hayatbakhsh;
Rosa Alati; Gail M. Williams; William Bor; Jake M. Najman. Association Between Cannabis Use and
Psychosis-Related Qutcomes Using Sibling Pair Analysis in a Cohort of Young Adults. Arch Gen Psychiatry, 2010;
67(5):440-447

Long-time cannabis use associated with psychosis, Science Daily, March 2, 2010
http://www.sciencedaily.com/releases/2010/03/100301165726 htm

Malchow B, Hasan A, Fusar-Poli P, Schmitt A, Falkai P, Wabrock T., Cannabis Abuse and Brain Morphology in
Schizophrenia: a Review of the Available Evidence. Eur Arch Psychiatry Clin Neurosci. 2013 Feb 263(1):3-13

Marijuana Linked to Schizophrenia, Depression - British Medical Journal, 21 November 2007

Marijuana [ncreases the Risk of Both Psychosis In Non-Psychotic People As Well As Poor Prognosis For Those
With Risk of Vulnerability to Pyschoses - American Journal of Epidemiology, 2002; 156:319-327

Marta Di Forti, Conrad Iyegbe, Hannah Sallis, Anna Kolliakou, M. Aurora Falcene, Alessandra Paparelli, Miriam
Sirianni, Caterina La Cascia, Simona A. Stilo, Tiago Reis Marques, Rowena Handley, Valeria Mondelli, Paola
Dazzan, Carmine Pariante, Anthony S. David, Craig Morgan, John Powell, Robin M. Murray. Confirmation that the
AKTI (rs2494732) Genotype Influences the Risk of Psychosis in Cannabis Users. Biological Psychiatry, 2012; 72
(10): 811

Matthew Large; Swapnil Sharma; Michael T. Compton; Tim Slade; Olav Nielssen. Cannabis Use and Earlier Onset
of Psychosis: A Systematic Meta-analysis. Arch Gen Psychiatry. 2011; 68(6):555-561

Miguel Ruiz-Veguilla, Manuel Gurpegui, Marja Luisa Barrigon, Maite Ferrin, Esther Marin, Jos, Luis Rubio,
Blanca Gutierrez, Antonio Pintor, Jorge Cervilla. Fewer neurological soft signs among first episode psychosis
patients with heavy cannabis use. Schizophrenia Research, 2009; 107(2-3): 158,
http:/www.sciencedirect.com/science/article/pii/S0920996408003472

Miguel Ruiz-Veguillaa, Jorge A.Cervillab, Maria Luisa Barrigone, Maite Ferrind Blanca Gutiérrezb, Estibaliz

Gordoc Manuel Anguitac, Antfa Brafiasc, Jestis Fernandez-Logrofioc, Manuel Gurpeguib. Neurodevelopmental
markers in different psychopathological dimensions of first episode psychosis: The ESPIGAS Study. European
Psychiatry, 2008; 23(8): 533, http://www.sciencedirect.com/science/article/pii/S09249338080 15307

Miller CL. The disconnect between the science on cannabis and public health campaigns. Addiction.
2017;112(10):1882-1883. hetps://onlinelibrary.wiley.com/doi/epdf/10.1111/add. 13918

QOtten R, Barker ED, Maughan B, Arseneault L, Engels RC., Self-Control and lts Relation to Joint Developmental
Trajectories of Cannabis Use and Depressive Mood Symptoms. Drug Alcohol Depend. 2010 Dec 1; 112(3):201-8

Philip R. Szeszko, Delbert G. Robinson, Serge Sevy, Sanjiv Kumra, Claudia [. Rupp, Julia D. Betensky, Todd
Lencz, Manzar Ashtari, John M. Kane, Anil K. Malhotra, Handan Gunduz-Bruce, Barbara Napolitano, Robert M.
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of Health. He analyzed legal and regulatory requirements regarding: drug and alcohol abuse,
research and data collection, courts, criminal justice, domestic violence, drug-free workplaces,
juveniles, confidentiality, treatment, drug testing, AIDS, drug use forecasting, and
discrimination.

DISCLAIMER OF LEGAL OR MEDICAL ADVICE

This should not be considered legal or medical advice. This is for informational purposes only.
Use of and access to these materials does not in itself create an attorney - client, or any
professional relationship, between David G. Evans and CIVEL and the user or reader. Mr. Evans
or CIVEL cannot vouch for any study cited herein since they did not do the study. The readers
should consult the study and make their own interpretation as to its accuracy. Please also be
advised that case law and statutory and regulatory laws cited herein may have been amended or
changed by the time you read this.

Copyrighted by author, all rights reserved.
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2018 compared to $168 million collected from beer and wine sales over the same period.!
However, because the federal government considers cannabis an illegal substance, banks and
other financial institutions face significant regulatory risks in providing services to compliant
cannabis-related businesses. As a result of conflicting state and federal laws, compliant cannabis-
related businesses must operate without access to ordinary banking services, forcing them to
operate in an all-cash environment and preventing them from separating themselves from the
illicit marketplace. This creates an unnecessary public safety risk for communities like Desert
Hot Springs and hinders these businesses” abilities to grow and expand. As a leader and a model
for rigorous local cannabis regulations, the City is committed to developing regulations that
accommodate potential changes to state and federal laws that prioritize public safety of our
citizens.

After nearly a decade of innovative regulations at the state and local level, now is the time for
Congress to act and create an easier pathway for state and locally licensed cannabis business to
access the ordinary banking services that all other businesses rely on each day. Ending the
conflict between state and federal cannabis regulations and aligning the two legal systems will
allow cannabis businesses to continue developing and expanding economie benefits across the
country and lead to more commonsense applications of limited federal, state, and local resources.

Benefits of Cannabis Banking:

To date, forty-six states, as well as Guam, Puerto Rico, and the District of Columbia, have
passed legislation authorizing some form of cannabis for regulated medical or adult-use purposes
and thirty-three states have enacted laws regulating the commercial production and sale of
medical or adult-use marijuana. Ten of those states, which include 80 million people, or nearly
25% of the United States’ population, have passed cannabis laws for adult-use purposes.

Despite communities across the country accepting the cannabis industry, banks, credit unions,
and financial institutions are mostly unable to provide traditional banking services to cannabis-
related businesses. These services, which include access to ordinary checking or savings
accounts, the ability to access capital through loans, and the power to accept payment through
debit and credit cards, represent the most basic and routine aspect of the financial system that all
other businesses take for granted.

In order to operate safely and successfully, any business must have access to traditional financial
services. For the cannabis industry, which is overly reliant on cash to conduct routine business
practices, such as payroll, remitting taxes, and conducting sales transactions, the lack of access to
financial services creates public safety hazards. One particularly striking consequence of these
cash transactions is the need for the cannabis businesses to pay for armored trucks to transport
large sums of money. As an elected official responsible for the safety of a community, the
required frequency of these armored cars represents an unnecessary and avoidable public safety
hazard, particularly when cannabis businesses remit monthly or quarterly tax obligations at City
Hall. The contents and regularity of these armored vehicles provide too tempting a target for
potential bad actors to cause harm to innocent civilians and city employees. Allowing state and
locally compliant cannabis businesses to access financial services would eliminate the frequency
of armored vehicles because these businesses would be able to pay taxes by wire transfer or via
Electronic Funds Transfer (EFT) with a debit or credit card.

In addition to being able to use EFTs for business expenses, access to banking services would
grant state and locally compliant cannabis business the ability to accept EFTs via standard credit

* https://itep.org/wp-content/uploads/012319-TaxingCannabis_ITEP_DavisHillPhillips.pdf
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AMERICAN PROPERTY CASUALTY INSURANCE ASSQCIATION Page |3

discrepancy is that cannabis remains illegal under U.S. federal law. However, pending federal
legislation, if passed, takes a step in the right direction to alleviate this dilemma, but still has its
own limitations with regard to the insurance industry.

In March of this year, Congressman Perlmutter introduced the H.R. 1595, the Secure and Fair
Enforcement (SAFE) Banking Act of 2019. The legislation would provide a safe harbor for
depository banks to provide banking and lending services to CRLBs in states that have legalized
marijuana in some form. Unfortunately, however, as drafted the bill does not provide
protection for insurers or our consumers. In late March, the House Financial Services
Committee marked-up H.R. 1595, the SAFE Banking Act. The bill included an amendment by
Rep. Steve Stivers (R-OH) that expanded to insurers a safe harbor to provide financial services
directly to CRLBs in states that have legalized marijuana in some form.

While the SAFE Act as it was amended is an important step toward legal certainty for
consumers and the insurance industry, it does not go far enough. Unfortunately, the SAFE Act
does not provide protection for those insurers providing financial services related to indirect
exposures; those falling outside of CRLBs. The question is simple: If a policyholder has legal
marijuana—or is growing it within state-mandated limits—and it's damaged in a fire or stolen
from the property, will a homeowner’s insurance policy cover the loss? The answer is not so
straightforward.

To avoid the legal limbo that insurers find themselves in because of inconsistent state and
federal legality, we are asking that Congress support and pass Senator Menendez (D-NJ) and
Senator Paul (R-KY)'s anticipated legislation the “Clarifying Law Around Insurance of Marijuana
Act” or the “CLAIM Act.” This legislation recognizes the legal limbo that the insurance industry
faces and resolves it by providing a comprehensive federal safe harbor for insurers. The bill’s
safe harbor provisions would prevent federal criminal prosecution of insurers that transact with
consumers, and it would prevent civil liability for agents, brokers, and insurers, their officers,
directors or employees. By resolving the legal uncertainty presented by the dueling state and
federal treatment of marijuana, the insurance industry can serve both CRLBs and other
commercial lines consumers, as well as personal lines consumers who may have a direct or
indirect relationship to state-legalized cannabis, and still be in compliance with the law.

Further, the CLAIM Act will enable those engaged in the business of insurance to be able to
comply with a variety of state statutory and regulatory requirements. Importantly, this
legislation would help consumers, with direct or indirect contact with state-legalized cannabis,
access insurance products and services and the protections they provide.

The CLAIM Act is a comprehensive solution to provide legal certainty for our market while also
preserving the states’ traditional role in regulating the business of insurance. Under the bill,
insurers must still satisfy all applicable state statutory or regulatory requirements, such as those
pertaining to consumer protections and claims payments.
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subject less likely to be impaired. The expectation is that evaluating the ratio of active to
inactive cannabinoid metabolites in a user’s blood can approximate their impairment level.

Now is the time for Congress to address this deficiency by prioritizing the research and
development of a marijuana impairment standard and enhanced law enforcement training.
NHTSA itself recommended such a step in its July 2017 report to Congress, “Marijuana-Impaired
Driving.”

To address these critical lapses in our understanding of marijuana and its hazards, APCIA urges
the Committee and Congress to:

standards for auto and workplace safety and medical efficacy by allowing the
Department of Transportation to fund highway safety research at the state level based
on the laws of the respective states;

* Promote increased awareness and education for the public and policymakers on the
dangers of marijuana-impaired driving or working; and

¢ Support efforts to gather better data on marijuana use among drivers involved in
crashes and drivers arrested for impaired driving.

These are simple, common-sense needs to enhance our knowledge and understanding of
marijuana and its risks, and to protect the roads, our workplaces and the public.

2. Adopt the Strongest Marijuana Safety Best Practices and Enforce Them

As with any intoxicant, marijuana impairment on the job or on the roads will harm peaple and
property. Public policy for marijuana must be informed by both the harm that can be done
when a person is impaired and the need to reduce that potential harm.

While there is universal support for both enforcing and reducing marijuana-impaired driving,
the science of marijuana impairment is not yet sufficient to advance a testing regime akin to
current standards for alcohol field sobriety. NHTSA is right—now we need well-trained law

enforcement officers who can identify signs of impairment. But, that is not enough.

In workplace safety, unfortunately, we are seeing something of a retreat from established
standards for employee sobriety and the ability of employers to act based on intoxication.
Many states provide some type of employment protection for medical marijuana patients. In
other states, employers are not allowed to take adverse action based on a positive drug test,
while still other states specify that medical marijuana users are entitled to disability
accommodations and protections under state disability laws. Massachusetts, which recently
legalized recreational marijuana, is expected to consider further legislation this year to prohibit
the termination of employees for using marijuana outside of work. The implications for
allowing working-while-high are enormous.
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While we, of course, understand that unimpaired employee protections may make sense under
some circumstances, we strongly believe that employers must be empowered to protect their
workplaces, employees and customers from obviously impaired employees.

We urge the committee and Congress to support the same kinds of standards for marijuana
that we see with alcohol impairment on the roads and in the workplace:

¢ Support the strongest marijuana safety best practices from the states and Canada, some
of which currently include:
a. Mandatory warning labels on marijuana products about driving and working
while under the influence of marijuana;
b. 21 as the minimum age to purchase or consume marijuana; and
. Zero tolerance for underage drivers to operate a vehicle with any evidence of
marijuana consumption.

* Support strong law enforcement standards for marijuana safety, including law
enforcement training; and

* Support employers’ rights to a drug free workplace.

3, State Mandates on Property and Casualty Insurers Are Counter Productive

As the states embrace greater marijuana legalization, we have seen increasing demands for
insurance products and services for marijuana activities and losses. The recent movement
toward state legalization of marijuana first embraced legality for therapeutic or medical use. In
turn, this resulted in the first state court finding that there is an obligation for workers’
compensation insurance to cover treatment with marijuana in New Mexico.” Of course, this is
while marijuana remains illegal under federal law.

State marijuana mandates on our industry are wrong, First and foremost, marijuana continues
to be illegal under federal law. In such an environment, any coverage mandate is
counterproductive, as it may discourage the very capital formation local public policy decision
makers want because it will inject greater legal uncertainty and conflict for insurers.

Secondly, given the already examined paucity of reliable knowledge, science and study on
marijuana use, its efficacy as medicine can neither be confirmed nor safe dosing established.
Moreover, necessary impairment standards cannot be established or enforced for the same
reasons. A dedicated effort to increase scientific research to develop objective impairment
standards for auto and workplace safety and medical efficacy is essential.

" Viglpando v. Ben's Automotive Services, 331 P.3d 975 (Ct. App. 2014), cert denied, 331 P.3d 924 (2014).
Other states have also found marijuana compensable under workers compensation including
administrative law decisions in Connecticut (Petrini v. Marcus Dairy, Inc., 6021 CRB-7-15-7 (May 12,
2016)), and New Jersey (Watson and 84 Lumber (unpublished)).
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Finally, given the history of marijuana as illegal, insurers simply have little, if any, knowledge of
itas an insurable risk. In the absence of experience, it would be virtually impossible to meet
state coverage mandates.

For all these reasons, APCIA:

o Opposes insurer reimbursement mandates for medical marijuana and

¢ Opposes state marijuana coverage mandates on insurers.

To be clear, our intent is neither to support nor oppose marijuana legalization, but rather to
avoid unintended or counterproductive consequences for our consumers and industry that
could result in adverse outcomes for the very jurisdictions seeking to advance legalization.
Moreover, if the legal uncertainty presented by the dueling state and federal treatment of
marijuana could be resolved, that might allow for the more orderly development of products
going forward if our industry is permitted to develop our understanding of this risk and science-
based research on marijuana without burdensome mandates. Until then, state coverage
mandates on our industry are premature.

CONCLUSION

APCIA appreciates the committee for holding this important hearing and seeking our input.
We strongly urge the committee to resolve the legal predicament insurers currently face under
competing state and federal laws. APCIA would be happy to answer any questions you may
have and to engage with the committee, its members, staff, or other stakeholders.
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TESTIMONY OF AARON SMITH
OF THE
NATIONAL CANNABIS INDUSTRY ASSOCIATION

BEFORE THE

UNITED STATES SENATE COMMITTEE ON BANKING, HOUSING AND URBAN AFFAIRS
CHALLENGED FOR CANNABIS AND BANKING: OUTSIDE PERSPECTIVES

JULY 23,2019
Introduction

Chairman Crapo, Ranking Member Brown, and members of the Committee, | am Aaron Smith, Executive
Director and Co-Founder of the National Cannabis Industry Association (NCIA), the largest national trade
association dedicated to protecting state-legal cannabis businesses, defending state laws, and advancing
federal policy reforms. On behalf of our members, we thank you for the opportunity to discuss our support
for providing fair access to banking and financial services for state-licensed cannabis cultivators,
processors, and retailers throughout the country.

Founded in 2010, NCIA represents nearly 2,000 member-businesses and tens of thousands of cannabis
professionals committed to replacing criminal marijuana markets with a responsible and regulated
cannabis industry.

Currently, our industry supports hundreds of thousands of jobs, tens of millions in tax revenue, and billions
in economic activity. From November 2018 to March 2019, it is estimated that seven states that had taxed
and regulated adult-use cannabis sales (Alaska, California, Colorado, Massachusetts, Nevada, Oregon, and
Washington) collected more than $1 billion in state tax revenue. However, per current federal law, cannabis
remains a Schedule | drug under the Controlled Substances Act. This blocks state-licensed cannabis
business and firms providing ancillary products or services to the industry from accessing banking services,
forcing them to operate in an all-cash environment. This situation not only creates an unnecessary public
safety risk, it poses an undue burden on state and local tax and licensing authorities, which are forced to
take large cash payments. These taxes and licensing fees fund the enforcement of state marijuana laws as
well as school construction, drug education activities, and infrastructure programs.

After nearly a decade of significant regulatory changes at the state level, now is the time to conduct a
universal review of this federal framework and make changes that would foster greater productivity and
transparency. Ending the conflict between state and federal cannabis laws will promote a sound and robust
financial system that best supports the economic growth and job creation driven by the growing number of
state-licensed cannabis businesses across the country.

Numerous cannabis-related bills have been making their way through the legislative pracess over the past
few months. It's an exciting time for this burgeoning industry. Some of these bills protect state-legal
businesses from federal interference. Others deschedule cannabis completely. Others codify social equity
provisions that right past wrongs. While all of these bills are important and need to see the light of day, we
have an opportunity in front of us to fix one of the most significant problems facing the industry, banking.
While we should continue to strive for a more comprehensive approach toward marijuana reform, including
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descheduling and federal regulation, we should not make perfection the enemy of the good. We can walk
and chew gum at the same time. We can fix the banking problem and then move to myriad other important
issues facing the industry. Let’s get this piece done. Let's get this piece right. Let's get this piece behind us.

The Current Cannabis Banking Situation

To date, forty-six states, the District of Columbia, as well as Guam and Puerto Rico have passed legislation
authorizing seme form of cannabis for regulated medical or adult-use purposes and thirty-three states have
enacted laws regulating the commercial production and sale of medical or adult-use marijuana. Eleven of
those states, which include 80 million people, or nearly 25% of the United States’ population, have passed
laws allowing for the responsible use of cannabis for adults over 21.

Despite significant legal changes and advancement of the status of medical and adult-use cannabis across
the country, most banks, credit unions, and financial institutions do not provide traditional banking services
to cannabis-related businesses. These denied services include access to standard checking or savings
accounts, the ability to receive loans and lines of credit, and the capability to accept common debit and
credit cards. As a result, business owners often have no choice but to pay their employees, their federal
and state taxes, and process every consumer purchase in cash, in addition to paying for armored trucks to
transport the money.

In order to operate safely and successfully, businesses must have access to traditional financial services.
For the cannabis industry, which conducts hundreds of millions of dollars in transactions across the majority
of U.S. states, the lack of access to financial services creates public safety hazards, including an increased
chance of becoming a target for robberies, loss of economic opportunity, and inability to retain workforce
talent. Restricting financial services to licensed cannabis businesses also prevents the elimination of illicit
businesses currently operating in the grey and illicit markets. The absence of clarity and direction by the
federal government for financial institutions about how to provide banking services for state-legal, licensed
cannabis businesses has undaoubtedly created undue hardship for cannabis-related entities.

In 2014, to elevate some of the banking challenges associated with the cannabis industry, the U.S.
Department of the Treasury’s Financial Crime Enforcement Network (FinCEN) issued guidance regarding
the conditions under which financial institutions may work with cannabis-related businesses. As a result,
some credit unions and regional banks have been providing limited financial services to some cannabis
industry businesses. However, the number of banks working with cannabis-related businesses remains
marginal in the current context of an emerging global industry. In addition, before the House Financial
Services Committee early last year, Treasury Secretary Steve Mnuchin confirmed that the department is
reviewing the existing FinCEN guidance and does not want to rescind current guidance without having a
replacement pelicy to address public safety concerns.

NCIA commends the Secretary for keeping the FInCEN guidance in place, especially as more states have
passed cannabis-related legislation. However, the FinCEN guidance does not solve the fundamental need
for financial institutions to facilitate ordinary banking access and services at standard costs for licensed
businesses operating in compliance with state laws. Currently, a cannabis business attempting to open a
bank account might be charged $10,000 to $1,000,000 in fees per year for excessive compliance and
regulatory costs required for a financial institution to successfully follow obligations under federal
anti-money-laundering laws. Moreover, many cannabis companies pay initial and annual state and local
licensing fees necessary to operate, as well as tax rates of 60% or more because of an arcane provision in
the federal tax code. Because of these excessive fees and taxes, the average cannabis-related business
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often does not have the resources necessary to pursue traditional financial products common to other
state-licensed industries.

Looking Ahead

The U.S. legal medical and adult-use cannabis market is currently estimated to be valued between $10 and
$11 billion and is expected to grow to $56 billion by 2025 with the possibility of employing one millicn
individuals. However, the U.S. illicit cannabis market is currently estimated to be near $30 billion. This
adverse ratio between the legal and illegal cannabis marketplace is a direct result of outdated federal
policy toward a responsible industry operating at the state and local level.

Recently, before the Senate Judiciary Committee, Attorney General nominee, William Barr, said he would
not go after cannabis-related business in compliance with state law and urged Congress that the legislative
process, rather than administrative guidance, is ultimately the right way to resolve whether and how to
legalize marijuana. However, until the United States establishes a permanent solution, most-state permitted
cannabis-related businesses will continue to operate in a cash-only environment and this will allow the illicit
market to exist at unreasonable levels.

As we have seen in states with full adult-use legalization, removing restrictions on cannabis

leads to greater financial accountability and transparency, which naturally combats the illicit marketplace.
Addressing the challenges associated with a regulatory maze of conflicting federal and state laws will allow
state-compliant entities to operate in a fully regulated environment and encourage the expansion of
requlated markets, increase consumer safety standards, reduce access to minors and combat illegal
trafficking throughout the country.

Conclusion

In conclusion, the cannabis industry has theroughly evolved into a national commercial enterprise and
NCIA expects to see more states enact and expand cannabis laws in the coming year and beyond. State
laws that have replaced the criminal markets with systems that provide for the tightly regulated production
and sale of cannabis to patients and adults over 21 are working to improve public safety overall -- but, the
unnecessary hazards caused by outdated federal banking policies must be resolved in order for our
communities to fully realize the public safety benefits of regulation.

We have an opportunity in front of us to fix this problem. While we will continue to work for broader
reforms, including descheduling, NCIA strongly supports SAFE Banking. Let’s get this piece done.

I want to thank the Chair, Ranking Member, and the Committee for your time to discuss access to banking
services for cannabis-related businesses. This topic is important to all the members of NCIA and the entire
legal cannabis industry. On behalf of NCIA, | encourage this Committee to move the SAFE Banking Act
through committee and to the Floor. Thank you.
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Robert Martin

CWAL, Inc.
robert@cwanalytical.com
85181st Ave Suite D
Oakland, CA 94621

Please find a way for banks to accept our industry! Cash sales remain a constant and this process creates
a great deal of security risk for our employees.Further, we have no credit building functions, loan
capabilities, or investment opportunities being banned from traditional banking. We want to be legitimate
and bank the same way! The current situation demands that we seek banking support using all sorts of
nefarious routines and slight of hand with banks and isn't that the reason banking laws were established in
the first place? A full service bank is something we all dream. Please hear our cry for help before
someone gets killed!
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Mara Meyers.

The BeLeaf Company
mitch@beleafco.com
13378 Lakefront Drive
MO, 63045

I have been participating in lllinois and Missouri for several years in the medical cannabis space. It has
been extremely difficult expecting our customers to bring cash in for their medication. It also has been
very expensive to have our cash transported to a bank by a security company several days a week. All of
this adds unnecessary and additional costs to medicine that is already not covered by insurance. Medical
cannabis is a great option to harsh Pharmaceutical drugs. Please help us make it safe by providing
banking.



268

Phil Gibson

AEssenseGrows
paibson@aessensegrows.com
1281 Reamwood Ave.

CA, 94089

We make the equivalent of picks and shovels for the indoor farming business. We do not touch the
cannabis plant but many of our customers in the USA are in the cannabis business. As a result of this
relationship, our banker at the time Silicon Valley Bank, cancelled our account.

This created many complications for our business and a scramble to find a new bank that was willing to do
business with us. This is silly. We run a real business making capital equipment and we need to be able to

work with banks on routine payment processing, pay our taxes, and pay our employees.

Please correct this situation.
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Colum Tinley
Discovery Garden
cpt40%@vmail.com
409 Lane de Chantal
WA, 98368

I have owned and operated a legal cannabis cultivation and processing business for about 5 years. We do
not have a bank account since the only banks in Washington offering services to cannabis businesses are
credit unions that are a 1-2 hour drive away. Also those credit unions charge outrageous fees that prohibit
small businesses like mine from being able to afford a bank account. $750 just to apply for an account,
$250/month service charge, plus a percentage of every dollar deposited is simply robbery that no other
business would put up with. As a legal business we need access to bank accounts with the same fees that
apply to any other legal business otherwise we will continue operate as a cash business. It seems to me
that many people believe everyone in the cannabis industry is stinking filthy rich but sadly this is not the
case. In Washington State businesses are closing at a staggering pace because they simply cannot
generate profits. As far as | can tell the only one getting rich from WA cannabis is WA State. With our
greedy 37% excise tax plus 10% sales tax that's aimost 50% tax which unfortunately leaves no room for
small businesses to generate profits. We badly need access to affordable banking.
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David Faulk

The Green Vault
areenvault!@gmail.com
365 NW State Ave
Chehalis, WA 98532

Three of our bank accounts have closed down. We end up dealing in cash, which is very scary when
walking out of a delivery with large amounts of cash. We are easy targets. In addition, | can't get a
business loan and have to resort to investors who want to take unreasonable large amounts of equity
stakes in our husinesses. We should have better banking laws and protections.
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Phil Lord

Black Sands Ranch
plord519@hushmail.com
5985 Rd. HNW
Ephrata, WA 98823

In Washington state there are only about 5 or 6 options when it comes to "green” banking. We banked with
Timberland Bank. At first they charged $150 per month for a checking account. All deposits had to be
through Pay-Quick. They charged $600 per year and a handling fee of .5% of every deposit. This changed
about 3 months ago when Timberland started to accept deposits. They then increased the monthly fee for
a checking account to $400 per month. We are a small mom and pop tier 1 grow with no employees. This
expense is a huge burden on our business. | would urge the House to change the laws regarding funds
from legal marijuana business.
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MARIO CERETTO

New Era CPAs LLP
mario@neweracpas.com
3033 Fifth Ave #230
San Diego, CA 92103

Due to lack of banking available to my tax clients, | opened an escrow account at Wells Fargo to enable
clients to deposit funds so that we can make tax payments on their behalf. Millions of dollars in taxes were
paid to the IRS and state agencies to fulfill tax obligations of my clients ranging from income tax to payroll
taxes. My account was flagged for suspicious activity and the Department of Homeland Security started an
investigation. | was charged with structuring and spent 90 days in federal prison. The lack of banking
outlets prevents taxes from being paid...as | tried to assist with tax compliance, a technical violation of the
bank secrecy act was committed and became a life changing matter for me. Congress needs to address
this NOW.
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David Ward

NCILLC
davew@olypen.com
P.0. Box 130
Quilcene, WA 98376

Access to Banking Services for Cannabis-Related Businesses is a must in America, There are billions of
dollars in cash that is not being allowed to be putin banks, and there forth the IRS is not receiving taxes. In
states where the sale of cannabis is legal not being able to use a bank poses an unsafe situation for the
owners of said businesses. | strongly urge you to pass forward the recommendation to legalize banking for
cannabis businesses....
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Jeffrey Oberfelder
Oberfelder Holdings
ochelan@aol.com

120 Rolling Rock Road
WA, 98816

My wife and | own a 15.78 acre farm in Chelan, WA. We have been farming for 20 years on our family farm.
We have been growing apples, pears, cherries, etc. 6 years ago we got a cannabis license to grow and
process cannabis from WA state 502 initiative. We have 5 sons and a daughter that all rely on our income
from our new cannabis business. We grow marijuana for the WA state LEGAL retail market. We love our
new business venture, and are now going into our 6th year supplying the state compliant retail stores. We
need action IMMEDIATELY to resalve the ridiculous banking constraints. My family has been suffering for 6
years because of the banking issues. There is no difference between cannabis and hemp, hops, grapes or
any other agriculture plant. This needs to change. Please, please support the cannabis farmers that follow
the rules and supply the WA state legal market.
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Jenny Carbon

The Grass Is Always Greener

jenny@thegrassisalways.com

7505 West Lake Sammamish

WA, 98052

Lack of banking aka "normal business" has limited me from even being able to open my business. | have

assumed personal debt in order to keep the opportunity alive and cannot take out a personal loan due to
debt and/or owning a cannabis business. It's the single limiting factor for success in our industry. We are

normal retail and need to be treated as such.
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Bethany McMartin

bethanymcmartin@gmail.com

Olympus Horticulture LLC

123 Elwha Rd

Port Angeles, WA 98362

| am currently paying a fee of $480 a month to have limited banking services with the only bank that is
willing to bank for where my business is located. It's excessively higher than | pay for my other
non-cannabis businesses. | would like better options for banking.
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Shawn Wagenseller
Washington Bud Company
shawn@wabudco.com
28308 15th Ave NE, Ste B
Arlington, WA 98223

Our company is a self-funded mom and pop with family & friends working together to create products that
result in over $1.1 million of taxes paid to Washington State. We are at capacity and need to expand to
meet demand and our business model.

We are at a stand still until we get business capital at common business rates. Hard money lending or
investment that demands ownership are our only avenues and that does not pencil out. Our highly
competitive markets allow for only so many slices of the pie.

Currently, we pay $350 per month to a private bank for the privilege of depositing our checks and utilizing
the bill payer system. All our other business paid <$20/mo for the same common services. This money
could be utilized in better ways.

We are responsible, hard working, entrepreneurial Americans striving for middle class status. We would
love to be able to meet our demand, increase our bottom line and be able to provide health care for our
employees. But we must grow to da so and need capital. Please reform the US banking laws on cannabis
companies that are legal and licensed within their states.
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Kirsten Curry

Leading Retirement Solutions
kirsten.curry@leadingretirement.com
200 W. Mercer St., Suite 504

WA, 98119

| administer 401(k) Plans (we are the compliance and government reporting folks). Cannabis companies
can't sponsor 401(k) Plans because the banking institutions that custody employee contributions won’t
touch cannabis companies. This results in thousands of employees of cannabis companies being denied
the opportunity to save for their own retirement. They should have the same opportunity to save to an
employer 401(k) or other plan as any other employee does.
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Ammon Ford

Gleam Law, PLLC
ammon@gleamlaw.com

613 19th Avenue E, STE 202
WA, 98112

| am a business attorney, and many of my clients are state law-compliant Cannabis businesses. Simply
because we work with these businesses, my law firm recently had our bank accounts closed, including our
firm trust accounts holding Washington State Bar Association regulated client funds. Unlike some of our
clients, we were able to find another bank quickly without disrupting our services. However, our
experience as an ancillary business is a glaring example of how pervasive and widespread the lack of
access to banking is for these entrepreneurs--many of them have it much worse than us and that is not fair.
Congress must do its job and enact the pro-Cannabis will of the people. Giving me and my clients reliable
access to modern banking is an obvious and tremendous first step.
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Sheldon Norberg
Trichometry
sheldonnorberg@gmail.com
420 Fair Haven Road

CA, 94501

I have worked in California’s Medical Cannabis industry for over a decade, beginning with managing
Harborside Health Center in 2006. By 2008 | was responsible for cash management which had me
counting 50-100,000 dollars a day, but at least as we had a fortified location.

Leaving to enter the manufacturing space, which has had little if any legal protection, | am largely forced to
operate in cash, and surrounded by businesses deing the same. Imagine the burden to maintaining a
million dollar annual business in cash - all payments to vendors, payroll, etc counted and recounted, and
delivered personally, putting myself, my staff, and my associates at constant risk. This is no way to run a
business, or protect the interests of government entities as they try to partner in the legitimization of the
industry. | hope you will do what is in your power to remove the impediments to our creating a robust and
socially beneficial industry.
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Philip Davis
Parahealth Inc
philip..davis@utah.edu
PO Box 581142

UT, 84158

In November, we launched a non-toxic, food grade solution for mold and fungus. In our markefing we
mentioned that this would be effective in cannabis cultivation, but also a huge adjunctive to mitigate these
problems in general agriculture. After two weeks, US Bank closed all our accounts without any warning,
and confiscated our assets. We are still trying to recover from this precipitous and fraudulent action by US
Bank, Again, note that we are not in any way related to cannabis production or marketing, but simply
mentioned in our advertising that the product would also help in cannabis production.
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Tina Morelli
Morelli Enterprises
810neil Road

WA, 98055

| am the owner of Morelli Enterprise’s producer processor for legal cannabis in the state of Washington.
The problem with the banking system is broken. Not only was | denied by Salal Credit Union (after they
had kept my 26K check for over 30 days-- they claim not to take tier 1's ), my bank account was closed
down for 30 to 60 days. They withheld the funds making all of my bills late payments, overdraft fees and
headache trying to correct it all. My Bank of America account was shut down without my knowledge. |

received a letter in the mail after it already been done-- again with holding the funds longer than 30 days. |

am trying to follow the law by the book. | listed it as agricultural because that's what it is! Chase bank as
well shut me down (stating that they do not back businesses that are not federally legal). | am currently

using pay qwick . A bank that comes without a debit card or checks and can only be used for bills related

to the business and payroll. As | am the owner, | cannot even pay myself ! This is a huge problem and ha:
been from the start. All it is doing is hurting the companies that are following the law!

S
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Steven Cinell

Growth Group
steve@growtharp.com
P.0. Box 2025

CA, 94948

Legislation without thoughtful regulation lays the foundation for continued stasis. Note that many states
have advanced the legalization of marijuana, but development and execution of respective state regulatory
frameworks, such as in California, has been vacuous and ineffectual. While recreational legalization was
approved in California during 2016, the following year was devoted to establishing a regulated
marketplace, including implementing a tax regime. As seen, the anticipated transition out of the grey/black
market into the “light” was completely overestimated, as were expected tax revenues. Certainly, good
intentions, but the deployment was less than adequate, overly burdensome, and economically unfeasible.
Reflecting further, California has enjoyed legal medicinal cannabis since 1996, itself a multi-billion-dollar
market, and yet, nathing has been done to support this segment’s needs for an economic infrastructure.

The issue of banking has surely been part of the ongoing narrative, and earlier “reliance” on core
memoranda, has still failed to open the floodgates of financial service provision. While many view that this
massive industry should be intoxicating for the banks, the cash-intensive nature, inconsistent monitoring
requirements as an agricultural product, and the compliance rubric has stunted what is generally required
for a growing economy, namely a financial system. There are other legal cash-intensive sectors, such as
convenience and liquor stores, private ATM purveyors, even farmer's markets, which too have been
limitedly received well by the banks, given the AML protocols. So, this is not just about moving darkness
into the light, but really creating a model that addresses the needs and desires of many constituencies -
cannabis industry participants, law enforcement, and regulators - and do so in an efficient, transparent and
informed way, thereby affording the exigent support this economy requires. Passing legislation to allow
the banks to do what they currently do, without fear of regulatory reprisal, won't necessarily become the
panacea, given existing banking conventions. Like cannabis, banking is highly regulated, and the
conflation of two heavily administered structures can be challenging, even further constricting.

But as the cannabis industry is developing, so too are financial services, with the flourishing of digital
technologies, open banking and shifts in how customers are interacting with institutions, banks and others.
There is a unique opportunity ahead to not only formulate a “fix” for the palpable pain due to the absence
of cannabis banking, but to create a next-generation fin-services model to propel both these industries
concurrently, negating many legacy and analog practices. Both industries are data-intensive, whether for
compliance, safety or analytical reasens. Why not envisage a novel schema to support, even accelerate,
the growth and value creation of the cannabis space, domestically and soon globally, with an infermed
“smart” financial platform? Beneficiaries are broad, and insights would be invaluable. This can be and
should be a time to reassess old models and give rise to what could be.

As background, Growth Group has been organized to create a smart financial ecosystem for critical
underbanked segments, particularly cannabis, so that such industries may evolve it to achieve their fullest
potential. We would welcome an opportunity to discuss our vision and model. Thank you.
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Patricia Dean

Wadsworth Control Systems Inc
patricia.dean@wadsworthcontrols.com
5541 Marshall Street

CO, 80002

This year we had to frantically search for a new bank because ours dropped us. We are a third generation
family-owned business. We build environmental controls and curtains for greenhouses. My 86 year old
father is in the flora culture hall of fame for changing the industry. Some of our customers grow cannabis
for either recreational or medical use. We never touch the plants we simply provide the controls or
curtains. If we are being dropped from our bank | think that's a sign of how far off base this system has
become. Because of the increase in business, largely due to cannabis, we have deoubled the size of our
staff, many of the jobs are for our engineering team. | thought you'd like to hear this story. If you'd like to
discuss this please call me at 303.424.4461.

20
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Ryan McQueeney

Midway Dispensary
rmcqueeney3434@gmail.com
5648 S. Archer Ave.

IL, 60631

Midway Dispensary has been in operation since April 2016, serving medical cannabis patients in Chicago
and the suburbs. We have operated as a cash only business without access to the financial system during
the entire time we have been in operation. Aside from the unfairness of being a legal business while being
shut out from the financial system, operating a cash-only business present obstacles not just to the
business, but also our employees, vendors and patients. In order to pay taxes we must travel to the state
offices to pay in cash. In order to pay vendors we have to obtain money orders. We pay employees in cash
and our patients can only use cash. This presents issues that force us to expend funds on security no other
businesses are required to expend.

Additionally, we have no access to financing like any other small business. We cannot access financing for
things like increasing employee pay and benefits, improving our physical space, updating IT, research and
development, investing in additional business opportunities, or contributing to the community.

Midway Dispensary is a retail store that provides a valuable service and product to patients who are trying
to avoid opioids and other pharmaceuticals, who seek relief from everyday aches and pains, who want help
sleeping without using addictive sleep aids, and who want to be able to purchase cannabis that is tested,
labeled, and safe. Other than the product we sell having a stigma from 90 years of prohibition, we are no
different than the retail establishments on the same block, except we cannot get access to the greatest
financial system in the world. There is no reason to treat us this way.

21
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Mark Passerini
mark@omofmedicine.org
Om of Medicine

111S. Main Street

M, 48104

We have served over 18,000 medical cannabis patients since 2010 and are now licensed by the State of
Michigan. Over the past 8 1/2 years we have gone through 9 different bank accounts - this policy needs to
change on the federal level! Being an all cash business puts us at an unnecessary risk and there’s a public
safety concern for the employees that have to make deposits. Simple things like employee benefits and
payroll become extremely difficult to navigate. All we are asking is to be treated like any other industry,
especially considering this substance is one of the least toxic substances known to man! Please support
banking access for the legal cannabis industry!!

22
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Manndie Tingler

Khemia
manndie@khemiamfg.com
4370 24th Street Suite H
CA, 95822

QOur company is all female founded and run. When we are unable to utilize banks to store our money it puts
us at significant risk for break in, theft, or being targeted by attackers. We regularly struggle with large
quantities of cash management. It doesn’t work well for us to carry suitcases of cash to our local tax office
to pay taxes, or collect page sum cash payments from our customers. Our businesses are already forced
into the less desirable parts of town because of the type of business we have. This leaves us as sitting
ducks to be attacked or worse for what we have in our possession. Please allow us access to banking.
Thank you.

23
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Andre Robinson

The Rabinson Group
arob55@gmail.com
1725 Druid Hill Avenue
21217, MD

My city has been devastated by marginalization and criminalization of its black and poor population. The
emergence of this new industry offers an extraordinary opportunity to right the wrongs of the past. Now is
the time to support its development by providing policies in banking, proper tax collection and sensible
regulations. Do the right thing!

2
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Kim Claxton

KC Financial Services
kim@kcfinancialsves.com
3385 Airways Blvd # 115
TN, 38116-3830

| provide full accounting services to the industry. One if my clients' biggest challenge is obtaining funding,
as well as safe-keeping of their funds. They are concerned for their safety as well as that of their
employees due to the large amounts of cash they have in hand due to the lack of banking services for
cannabis businesses. | would really love to see this issue resolved across the nation.

25
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Benjamin Fonseca

Allied Access Foundation Inc.
bfonseca78@yahoo.com

6157 N. Sheridan Rd. Suite 20K
IL, 60660

As cannabis legalization progresses. Many profits have been made off of the sick and elderly. We at Allied
Access Foundation, owned and operated by patients and people with disabilities, was developed to ensure

and securing entry into this very newly lucrative industry.

26
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Ryan Kendall

Savage Venture Group
ryan@savageventure.com
806 Bayview Drive
Hermosa Beach, CA 90254

| am a consultant regarding compliance, operations, and CSR for permit writing within the cannabis industry
due to the lack of banking options available to the industry there are several risks and costs that cannabis
businesses have the burden of paying for that no other industry in the US has. A lack of banking available
to legal businesses allows for black market activity to continue, endangers employees by having large
amounts of cash on site, puts the business at risk of having its revenue stolen, and several other issues.
Allowing legal businesses to bank in the US will be a major step towards reducing crime, increasing
legitimacy, and making acceunting and bookkeeping easier which in turn means more taxes collected by
states and eventually the federal government. This also protects the consumer who usually has to enter
shops with large sums of cash on them and puts them at risk of being robbed or worse. It is time for the
federal government to support this movement and move into a new era which will benefit the nation, our
economy, and the people.
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Joshua Eisenberg

Universal Herbal Center, Inc d/b/a Pineapple Express
joshua@skyislandconsulting.com

5200 E 60th St

CA, 90270

Having been in the cannabis industry for over 7 years, | have seen first-hand the challenge that cannabis
operators have had consistently over time. They WANT to pay their taxes but working in cash causes hours
of extra time spent in accounting and the companies need to spend money on additional layers of security.
This would be cumbersome to any business, let alone cannabis startups.

Now that California has reached a mature licensing and regulation structure, we are still fighting to get
proper banking. | have encountered several businesses that are either maliciously or idiotically pitching
their financial services to cannabis businesses that are clearly not legal. The industry needs clear places to
bank. The banks need clear authority, regulations and frameworks so that more can expand their services
to cannabis businesses.
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Metrik Feurtado

Big Petes Treats
metrik@bigpetestreats.com
1560 Mansfield St #A
95062, CA

Hello. Our drivers deliver product and can collect as much as $80,000 in a day. We do not have an

armored delivery van so our drivers face significant risk from criminals who may find them an easy target.

Banking would allow our drivers to deliver product and not touch cash. Safe banking is common sense.
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Donna Gardner

Back porch
donna®8801@yahoo.com
Wenatchee Ave

WA, 98801

My son is employed here. They have been broken into once. | worry about the amount of cash they have in

the store all the time and that he has to be paid in cash. Make it legal for them to use banks !
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Carol Roye

Jamaican Imports
jighealing@gmail.com
2305 Campbell Circle
CA, 94534

To avoid breaking banking laws for hemp and MJ income should be allowed to help Patients, veterans and

anyone else who would like help through Herbal medication.
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Erin Rulli

Alice & Fran LLC
emrulli@aliceandfran.com
222 N Rose St #308

CA, 91505

With the majority of US states having some sort of marijuana legalization it is imperative that the industry
have access to legal, federally insured financial institutions. The significant personal and property safety
issues related with all-cash transactions must be eliminated. Allowing cannabis businesses to participate in
the banking system will create stability and investment opportunities while reducing the risk of fraud and
tax evasion. |intend to serve the cannabis industry as a finance professional; knowing my clients have
banking options is one of my first priorities. There is tremendous opportunity for growth in the industry,
from adult-use cannabis consumables and cbd for pets to cannabis derived, life-saving cancer drugs and
non-opioid pain management options. That being able to open a bank account would delay/derail any of
this, in 20191, seems irresponsible and unproductive.
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Victoria W

Materia Medica Laboratories, Inc.
info@materiamedicagroup.com
3017 Halladay St

CA, 92705

I moved from food safety testing into cannabis testing. | did not expect that we would have such a hard
time simply opening a checking account in order to do basic things like paying vendors and receiving
payments from customers. In food testing there is no way we could have told our customers that we
strongly prefer cash over check or card, but that's what many cannabis labs have to do. Testing labs are
highly academic businesses and have no trafficking risk whatsoever, yet we are still treated as if we are
illegal operations. It cannot be overemphasized that healthy and clean cannabis requires testing labs to
exist, but testing labs are very expensive to operate, and that's especially true in the start-up phase.
Testing lab owners need the ability to finance loans and lease expensive lab equipment, but when no
banks want to work with the cannabis industry, the start-up costs become enormous obstacles. In the state
of California, there are already too few testing labs open to support how many products need to be tested.
This will continue to be a problem and a challenge for many reasons, but financial transparency should not
be one of them. As far as cannabis businesses are concerned, testing labs should be the safest risk for the
financial institutions to work with. If the testing labs are having this much trouble, everyone else is going to
have an incredibly difficult time.
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Michael Bird

Valentine Ventures, LLC
michael@valentine401k.com

550 SW Industrial Way, Suite 201
OR, 97702

Qur current lack of banking for cannabis companies is dangerous, inconvenient, and illogical for everyone.
While it hurts the cannabis industry directly, it also has significant negative ripple effects in all of our
communities. It costs companies money. It puts people in danger. It incubates fear. It keeps Americans
from retirement savings. Please strongly consider making a historical change for the better by providing
access to safe banking to the cannabis industry. Thank you.
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Ali Taghavi

Elevate Shasta
aztecfarming@gmail.com
401Berry St

Mount Shasta

CA, 96067

Please help us with this huge safety concerns, we have done everything we can to insure a safe product
and safe environment for our customers, however handling cash for our expenses,Taxes and collecting
taxes from other producers through our distribution obligation has become a huge liability and safety

concerns for us. Please help with a solution and allow us to operate just like any other business services.

Thank you again.
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Leah Heise

4front Ventures
leah.heise@4frontventures.com
234 RIDGEWAY RD

MD, 21228

Not only has the lack of banking resulted in multiple issues for our employees (having the sheriff called on
them in Massachusetts when attempting to cash an out of state check from a cannabis company, having to
pay some employees in cash, not able to have immediate access to payroll), but | have also had my
personal bank account shut down just for being employed by a cannabis company. Additionally, as a
business operating in the plant touching part of the industry, we are subject to very costly checking
account fees ($2,000 plus/month/account). We are unable to take credit cards and can only take debit
cards through an outside system with additional higher costs. This is a business issue and a health and
safety issue for our employees and customers. It just isn't tenable.
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Todd DeWitt

Leven
todd@levencbd.com
68A Washington St
CT, 06854

We strongly believe in the benefits of a natural product. From counteracting an opioid epidemic to relief
from epilepsy to reforming our criminal system, it is a must for common sense reform. Our federal banking
legislation will lead to a regulated system for states to implement and properly grow taxable revenue. It will
allow the US to raise capital at a pace much greater than Canada and will help industries from farming to
security to technology. We implore you to work towards a set of rules each state can implement and fine
tune if they choose.

37



302

Robert Martin

CWAL, Inc
robert@cwanalytical.com
85181st Ave Suite D

CA, 94621

Please find a way for banks to accept our industry! Cash sales remain a constant and this process creates
a great deal of security risk for our employees. Further, we have no credit building functions, loan
capabilities, or investment opportunities being banned from traditional banking. We want to be legitimate
and bank the same way! The current situation demands that we seek banking support using all sorts of
nefarious routines and slight of hand with banks and isn't that the reason banking laws were established in
the first place? A full service bank is something we all dream. Please hear our cry for help before
someone gets killed!
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Marvin Otsuji

Aloha Aina
marvin.otsuji@gmail.com
1954 Piner Rd.

Santa Rosa. CA 95403

| can’t believe that the process is so painful. Everyone in line wants more of paperwork, permit, rent,
product, insurance. Well I'm ok with all of this but to pay all these fee and want to conduct banking and be
forced into a cash only The allowance of credit cards would take a security element out of the entire
industry. It's a changing culture why don't the banks change with it.
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CHRISTOPHER HURTADO
nature contained, LLC
info.naturecontained@gmail.com
6306 Jefferson St

7903,NJ

Let's make it safer for the people conducting legal business in this industry. No need to put them in harm's

way and make it difficult for them.
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KATHLEEN KNUTSON

Cannabis Industry Journal/Kathy Knutson Food Safety Consulting LLC
drkathvknutson@gmail.com

1421 Argonne Drive

WI, 54304

Coming from the food industry, | am shocked that the cannabis industry is not supported in banking. | have
heard stories of people delivering $800,000 in cash to pay state taxes. Companies have to decide if they
arm their employees. | saw first hand the service industries of vaults and armored vehicles being sold to
cannabis companies. It is time to bring the business of cannabis to the banks and credit unions under
federal jurisdiction.
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George Lynch

Green Stem LLC
alynch@greenstemmi.com
23938 Fairview Ct.
Farmingten, Ml 48335

| am the owner of a Medical Cannabis Grow and Processing Company in Michigan. Our company has been
pre-qualified by the State and we are just awaiting our full operating license once our facility is complete.
Thus far, trying to navigate the murky waters of our national banking system has been ominous to say the
least. | have been turned down/away from so many banking and credit union institutions in Michigan that |
have lost count. All 1 am trying to do is establish a legal/legitimate business in my home State. However,
with zero access to proper banking/financial institutions, it means that | am running a rogue operation. It
also means that not only business but my family could be put in harm's way with large quantities of cash on
our premises. Please make sure Washington remedies this terrible situation. Isn't about time that our
government wakes up and realizes that cannabis has been unjustly demonized and unfairly regulated by
old time corrupt politicians with a specific agenda of persecution. Cannabis is medicine, it is legitimate (in
Michigan) please use your power to erase this stigma and wrongheaded thinking in DC by supporting the
upcoming hearing (and hopefully a Bill) for Banking Access to the Legal Cannabis Community.
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Melinda Kadinger
Smokey's
admin@smokeys420.com
2515 7th Ave

CO, 80631

The banking issue is a major health and safety concern for employees of this industry as well as the local
community.
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Stephen Madigan

Kidder Mathews
smadigan@kiddermathews.com
1 Park Plaza Suite 500

CA, 92614

| am a commercial real estate broker with 20 years of experience in Southern California. Over the last 2
years | have represented both landlords, tenants, buyers and sellers in commercial real estate. The total
value of transactions to all parties are estimated to be worth $50M which a small piece of the larger
Orange County/LA Market. The banking problem for all parties is far-reaching and is positioned to be
either the largest hurdle or the strongest facilitator of growth for the cannabis industry. Here are a few of
the problems these parties face when trying to lease or purchase real estate in the cannabis industry.

Tenants cannot provide banking history or credit history when trying to lease, therefore they are treated as
a high credit risks and must provide hundreds of thousands of dollars in security deposit and prepaid rent.
This money which could be used to the grow the business is tied-up by landlords because of the lack of
banking.

Buyers of commercial real estate cannot secure "market" loans or even SBA loans which their pier
industries enjoy. Instead of securing a 4.1% loan with a 10% down payment amortized over 20 years, they
have to borrow at 9%-15% rates, interest anly, due in 3 years. This is one step above predatory lending
terms.

Tenants often have to pay rent with cash and therefore cannot find a landlord to accept cash.Landlord will
sign a lease and later find out their tenant must pay rent with cash and after several months, the landlord's
bank not accept the cash. Both parties are fearful, both parties do not have real banking solutions and the
lack of banking has been the single biggest hurdle to growth, second only to the removal of cannabis as a
Schedule 1drug.
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David Hopkins

Bad Kitty Clones
omykiss1953@gmail.com
P.0.Box 3107

CA, 93613

NOT securing safe banking for Cannabis Businesses does not promote public safety and provides

circumstances for theft and assault. As a consultant and T.C. lab, | am at risk whenever at the facility or on

location with clients.
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Maureen Nolan

Akule Street LLC
akulestreet@gmail.com
2000 Roza St.

WA, 98953

Operating in the legal cannabis business in Washington state is very difficult due to the many regulations
the State requires us to operate within. Those of us in the legal cannabis business work hard to follow the
rules and meet all of the requirements demanded of us. To that end, we invest our efforts to build
legitimate businesses that contribute liveable wages to the communities we operate in and without legal
banking, the cannabis business is susceptible to a black market that we would all like to see gone. Please
allow banking access to legal cannabis businesses.

%



311

Tara Nielsen

Clandestine Gardens
tara@clandestinegardens.com
5410 Saxon Rd

Acme, WA 98220

For our small farm to remain profitable and employ people the help of banking without having to jump
through every loophole would be beneficial. The IRS wants to be paid, but from a bank account that either
costs us tens of thousands of dollars a year to have or penalties because they don’t want cash, and so on.
Let's get right on this issue so we also aren’t being taken by other banking systems who do let us bank
there. We pay enough in taxes, just give us a bank to use to do so.
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Sam Tracy

4Front Ventures
sam.tracy@4frontventures.com
5060 N 40th St Suite 120
Phoenix, AZ 85018

Thank you for the opportunity to comment on the SAFE Banking Act, which would allow state-regulated
cannabis businesses to access financial services like countless other businesses in the country. As an
experienced consultancy and multi-state operator of cannabis businesses, we at 4Front believe this bill
would be a major benefit to state governments, cannabis businesses, and most importantly, the medical
marijuana patients we serve.

As of this writing, 32 states have passed laws allowing for the production, sale, and consumption of
marijuana for medical purposes. Nine of those states also allow for the sale of cannabis to all adults over 21
years of age. While the federal government has allowed these states to regulate cannabis within their
borders, federal prohibition has led to a great deal of confusion and inconsistency, which has slowed down
or even halted some of these programs.

For example, while West Virginia adopted a medical cannabis law in 2017, the state has still not licensed
any businesses to produce or sell cannabis because of the lack of banking services available for such
businesses. West Virginia Treasurer John D. Perdue is working with the state legislature to create a
workable system so that the state’s program can become operational, but these significant delays have
caused incalculable harm to patients who are unable to obtain the medicine they need. This has also
prevented a great deal of investment, job creation, and other forms of economic growth that would benefit
the entire state.

Even when states can get their systems up and running, patients are still harmed by the federal prohibition
on banking services. While most dispensaries can obtain local banking services that allow them to accept
debit card transactions, all major credit card processors operate nationally and have therefore refused to
work with the cannabis industry. This prevents medical marijuana patients from using credit cards to
purchase their medicine, despite being able to use credit cards to purchase any prescription medication at
any pharmacy.

This lack of banking access has harmed businesses ability to raise much needed capital to build out their
cannabis cultivation, production, and retail businesses. In any other industry, the owner of a business
granted a license with limited competition, as is the case in most legal cannabis states, would be able to
access bank loans and other institutional lending to fund their start-up costs. With that not available in the
cannabis industry, license owners are forced to take investment from individuals that is usually highly
dilutive and potentially leads to loss of operating control, or if they can find lending, it comes at usurious
interest rates. This disproportionately impacts smaller mom-and-pop operators, who typically do not have
access to high-net-worth individuals capable of cutting checks for hundreds of thousands or millions of
dollars, which is what it often costs to get a cannabis business off the ground.

Finally, this lack of federal clarity hurts cannabis businesses and their employees. In most states with active
medical marijuana programs, there are very few banks that are willing to work with the industry, making it
difficult to start a new business. Because there is such litfle competition, banks often charge exorbitant
fees for basic services, sometimes charging thousands of dollars per month just for a simple checking
account. Similar businesses, such as pharmacies (for medical marijuana programs) or liuor stores (for
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adult-use programs), do not face such steep costs for the same services. This makes it very difficult to
successfully operate a state-requlated cannabis business.

Even employees of cannabis companies are often impacted by the lack of guidance from the federal
government on banking. Just last year, shortly after then-Attorney General Jeff Sessions rescinded the
Cole Memo, one of our employees was rejected for a mortgage specifically because he worked for a
cannabis-related company. While the bank eventually allowed him fo be listed on the title of his home, they
would not consider his income towards qualifying for the mortgage out of an abundance of caution. If he
was supporting his family alone rather than with a spouse who also worked full-time, he would not have
been able to become a first-time home-buyer, which the federal government otherwise encourages.

The SAFE Banking Act would fix these problems by providing absolute clarity from the federal government
on banking cannabis businesses. States will be able to proceed with implementing their programs, medical
marijuana patients will have more flexibility in paying for their medicine, cannabis companies will have
fewer hurdles for operating in a safe and compliant manner, and their employees will not face any undue
burdens for buying a home or obtaining other financial services. We urge you to pass the SAFE Banking
Act as soon as possible. Thank you.

About 4Front:

4Front Ventures is a retail and brand development company in the U.S. cannabis industry. It has developed
a national platform that consists of a multi-state footprint, including its network of Mission-branded retail
operations and associated production facilities, and a far-reaching network of relationships developed
during its long history in the industry, beginning with its founding in 2011 as one of the first professional
consulting firms in the sector.
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Lloyd Stiassny

Eden Management Group, LLC
lloyd@edenalaska.com

6511 Arctic Spur Road

AK, 99518

Honorable Chairman and Members of the U.S. House Committee on Financial Services. My name is Lloyd
H Stiassny and | am the owner and operator of a legal Cannabis business in the State of Alaska for the
past 18 months. | own and operate two (2) State licensed retail stores and a licensed cultivation facility to
support them. We currently employ over twenty (20) full time employees in living wage jobs. Our
customers are broad based and mainstream Alaskans who thank us every day for the ability to purchase
cannabis in a legal and well regulated environment. The cannabis industry is in the early stages of growth
at a State level as well as Nationally. The economic value is measurable today and projected growth in the
coming years is significant. Global sales are expected to exceed 16.9 billion in 2019, a 38% increase. The
industry is creating and supporting job growth in numerous industries including, agricultural, manufacturing,
and retail. The private sector investment is and will continue to be a long term investment in our economy
and infrastructure. Tax revenue will continue to grow as additional legal markets open throughout the
Country.

Current Federal regulation(s) limit and constrain the industries growth. Banking, access to capital markets,
elimination of 280e provisions of the tax code, will allow the industry te continue to achieve economic
growth with vital reinvestment in jobs, communities, public safety and education. Access to banking is
fundamental for any business and cannabis is no exception. By allowing business owners access to
banking and tax reform the industry will have an opportunity to operate more efficiently, support long term
employment and continued community investment.

The Cannabis industry is committed to being a contributing member of a vibrant national economy. We

thank you for your consideration toward implementing important industry changes that will help all of us
achieve this goal.
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Sabrina Fendrick
Berkeley Patients Group
sabrina@mybpg.com
1440 4th St ste D

CA, 94710

Berkeley Patients Group is a Berkeley-based, California state-licensed, locally authorized dispensary as
well as the oldest, continuously operating cannabis dispensary in the country. We pride ourselves on
having set the standard for responsible, compliant cannabis operations around the country.

Since our founding in 1999, we have prioritized maintaining a safe operation following standard business
practices, especially when it comes to cash handling. Federal laws have created an inconsistent, unstable,
and at times dangerous situation. Regardless of our state compliance, we have been removed from well
over 30 banking institutions.

We seek and request to be treated like any other business with the rights and privileges that come with
being recognized as a legitimate industry. It is the federal prohibition and financial roadblocks against
cannabis that have kept us from achieving this goal. We encourage the committee to consider relief that
will rid us and all legitimate cannabis businesses of these handcuffs so that we can ensure the industry has
access to safe, sustainable banking solutions.
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Dottie Lulick

MJIC

dlulick@gmail.com

5800 S. Eastern Avenue #300
CA, 90292-5953

Opening up the legal banking industry will strengthen public safety. Most violent burglaries,
embezzlements, and even kidnappings are happening due to large amounts of cash exchanged. Also,
these legal businesses are paying taxes yet have no access to loans or credit card payments. Please pass
this bill to help our industry come out of the darkness and establish legitimate, legal cannabis companies.
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Jessica Billingsley
Jjessica@mifreeway.com

MJ Freeway

1601 Arapahoe St Suite 900
CO, 80202

The SAFE Banking Act of 2019 would provide businesses ancillary to the cannabis industry, like MJ
Freeway, a safe financial space to operate in. We are a company that ensures cannabis regulatory
compliance and this would be the first time we would be afforded banking protections. As the memo
clearly points out, legal cannabis operations exist in most states. This is the norm, and our industry should
be operating within the proper financial infrastructure just as any other regulated industry. | applaud the
committee, Chairwoman Waters and Colorado’s own Rep. Perlmutter for their leadership for sound and
anti-discriminatory business practices.

The current banking issues faced by the Cannabis Industry in the U.S. are forcing major restrictions on one
of the fastest growing industries in the country. MJ Freeway’s clients cultivate, manufacture and dispense
cannabis products and are forced to operate mostly with cash which has huge security concerns along with
major inefficiencies in completing all transactions relating to their businesses. In what other legal industry
are you forced to pay your taxes, rent, payroll, utilities in cash?

From an international perspective, the US is the only country in the world that is regulating legal cannabis
and does not provide a framework for traditional business banking. For our country to become a world
leader in this industry, it is imperative that we provide our local businesses the opportunities to compete on
an international stage.

The Safe Banking Act of 2019 would not only allow existing legal cannabis businesses to operate as any

other business from any other industry in the U.S., but it will provide the opportunity for American
businesses to expand and become world class leaders in this industry.
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Dan Hentschke
dan@clichd.com
Charlotte CBD
2419 Central Ave
NC, 28205

The current situation with banking and cannabis, or should | say the lack of banks doing business with
cannabis related businesses is a huge problem. Like any other industry, at the end of the day we are simply
selling a product. My company and | have already been through three different banks, we have had 4
different credit card processors. 2 of the 4 processors shut us down with absolutely no warning, even
though we were told when we signed up for services that this would not be an issue. We were transparent
with everyone of these companies, and later found out some of the representatives from these banks had
not been se honest, They covered up what we do, they didn't want the underwriters to be aware of the
type of business we were running. It behooves me to think that albeit we run a legitimate business, right on
amain road in Charlotte, pay LOADS of taxes into our city, but banks didn’t want to or weren't allowed to
handle our money. Alcohol companies have no problem with taking payments or being accepted by banks,
because it's “legal”. What we are doing is also legal, yet | have had to run around with 10s of thousands of
dollars on my person to get money moved from one bank to the next. Like I'm some sort of criminal who is
required to put myself into a dangerous position. People in this business from cultivation to retail sale
should not have to incur these types of risk. It's ignorant, and quite frankly just not ok. Hopefully this
testimony is in with a large stack of the same pleas for help and regulation in fixing this situation. | ask that
if anyone’s eyes cross this short read to make changes. Ask yourself: “Why Not?” And let’s make moves for
a better future in banking and the cannabis industry.
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Lynn Wubbels

lynn@askmycpa.com

Wubbels & Duffy, Certified Public Accountants, RLLP
999 West Taylor Street,Ste C

CA, 95126

We are a CPA firm service provider to various cannabis business in Northern California. | can advise you
from years of practical experience that the legal Cannabis sector is severely challenged by the lack of
banking capability. It is difficult to operate a business in today's economy without a bank account as many
transactions such payroll; income, sales, and cannabis excise taxes; certain vendors, utilities, licensing, and
a host of other transactions require a bank ACH paper check or electronic funds transmission. Bringing a
briefcase full of paper currency to pay a tax, fee, or vendor is not a practice to be furthered by
discriminatory banking rules. Even with those briefcase currency payment practices, cannabis businesses
typically must play musical banks when a bank compliance officer makes the decision to close an account.

| can cite a personal example of banking's aversion to currency deposits. As an accommodation to the
cannabis sector and it's banking challenges, our CPA firm accepts fee payments in currency. As a result of
our currency deposits, we had our bank account closed because in one 12 month period we deposited
less than 5% of fees received in the form of currency and had to find another bank. Itis ironic that we
routinely arrange for clients to make appointments with IRS to pay taxes with currency. So on the one
hand, federal agencies will accept and deposit currency with impunity, while non-cannabis touching
businesses do so at the risk of losing their banking capacity.

A great deal of challenge and chaos ensues around this lack of banking. Frankly, | fail to understand the
reasoning for continuing to force this disability on the nascent legal cannabis sector now operating in some
33 states. That 2/3 majority statistic alone argues for recognition of what is arguably an organically
growing national public policy. Itis therefore incumbent to reset many of the archaic challenges to this
sector that the federal government continues to pursue.

As a practical matter, having to retain large currency balances as a medium of exchange results in
diminished accountability and internal control which invites risk for armed robbery, theft, conversion, and
skimming. It is in the national interest to legalize and regularize this industry and bring it out of the
shadows. To provide banking for state sanctioned legal cannabis touching enterprises is smart
government and a step in the right direction toward a total legal cannabis federal franchise. Alcohol
Prohibition, while well-intended, did not work as we learned from the criminal repercussions and societal
damage from the Volstead Act.

While the world may be better off without alcohol is is very possible that it will be a better world with fully

legal cannabis. That is to say that the the many benefits of cannabis may outweigh its detrimental effects.
This cannot be said for other drugs, alcohol, and tobacco.
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Laurie Danzuka

laurie danzuka@wstribes.orq
Warm Springs CP Enterprise
OR, 97761

A tribally owned business in Oregon needs fair banking access to provide revenue and jobs to the tribal
membership. The Confederated Tribes of Warm Springs announced that they would be developing a
cannabis project and subsequently current bank accounts (US Bank) were closed for the tribal government
and its affiliated enterprises. At the mere mention of entering the market and not yet operational. Now the
tribal enterprise has decided to produce hemp since the Farm Bill passed and the enterprise is still being
denied banking services from "cannabis friendly" credit unions and our local bank. This is due to the fact
that the federal regulations are unclear on banking with cannabis companies. Since the tribe's are a
sovereign nation and not subject to state law we have developed an agreement with the state and
incorporated a tribal regulatory commission (Warm Springs Cannabis Commission) with legal codes and
requirements as strict or more strict than the state. The state does not license our praject through OLCC or
ODA and now we are being denied banking because we are not licensed through the state. The Warm
Springs Cannabis Commission would issue all licenses and permits for the cannabis operations. If tribe's
were included in negotiations and language surround the cannabis industry we could address this policy
gap. So now we are at a further disadvantage because our production facility will be located on tribally
owned property. In our due diligence we negotiated an intergovernmental agreement with the state and
negotiated a state tax rebate. The State of Oregon U.S. Attorney Billy Williams (the federal authority) has
also been in communication with our legal counsel and does not have any concerns with our regulatory
oversight. Even with all the work for the past three years to get our cannabis project started our access to
banking has not improved. The other banks that | have contacted that specialize in cannabis banking
demand two years in business and credit checks on any person in management and high maintenance
fees for each separate service (checking, deposits, wire transfers, money orders). It is imperative that the
enterprise go operational to capitalize on the hemp market and provide jobs for the tribal membership. If
we have to be a cash only enterprise that will cause other issues such as security and theft. Offer fair and
safe banking to the cannabis industry because it is causing undue burden to get our project started. As a
tribal entity we already have to negotiate with the state and now have further hurdles in dealing with
banking due to us being located on a tribal reservation. This limits fair access to us as a minority owned
business based on our status as a sovereign nation with the Oregon borders. Oregon legislators are
attempting to close the policy gap, but this banking issue needs to be addressed/corrected immediately.
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Kristen Klawitter
kristen@humboldtcannaco.com
Humboldt Canna Co

799 H. Street, PO Box 4242
95521, CA

I'm begging you to change the laws surrounding cannabis banking. We have a small farm in northern
Humboldt County, California. We bought the farm and grow legal, medical grade cannabis so that we can
make medicine for people who need it most. We have lost so many family members to cancer over the
years and having discovered that cannabis can fight cancer, as well as it's horrible side effects, we bought
this farm to grow and make that medicine. We've successfully treated family members and friends with a
full spectrum whole plant extract called "RSQ", made from our cannabis plants. This oil has literally saved
lives, and put 3 family members/friend's cancer into REMISSION, with no other treatment, only the RSO we
made. We want to provide this medicine to more than just our family and friends, we want to get this RSO
out to the entire country- hopefully the entire world. We can't do that successfully until many issues/laws
are cleared up or changed. One of the biggest problems we face is our banking. We have had our bank
account shut down 5 times now, because we are in the cannabis industry. We are 100% legal and
compliant with the county of Humboldt, and the State of California- which was no easy feat due to the
excessively stringent laws, fees and processes required to do so. We have made it this far though, and
need to continue to make it, so that we can help so many of the people out there fighting cancer and other
diseases. We can't do it successfully or easily unless the banking laws are changed. Cannabis is just a
plant, but it's a very powerful, magical one. It is quite literally harmless, just the opposite in fact. It has
helped so many people, and we need to continue to help get this plant out there. The banking laws
surrounding cannabis need to be fixed, it's just a plant. Alcohol isn't regulated to the extent of cannabis,
and alcohol kills people on a daily basis. Cannabis has never killed a single person ever. We beg you to
make it easier to pay for cannabis and cannabis products, please help us to get our medicine out there to
people who desperately need it. Thank you for taking the time to read this!
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Khurshid Khoja
khurshid@areenbridgelaw.com
Greenbridge Corporate Counsel
1215 K Street, Suite 1700

CA, 95814

My name is Khurshid Khoja, and | serve as the Vice Chair of the NCIA Board, and have previously served
on California State Treasurer John Chiang's Cannabis Banking Working Group. While | operate a law firm,
my bank account has been shut down previously for refusing to disclose my client's information without
their consent. A full account of this incident was first published by Law.com, and reprinted elsewhere as
well. See "Cannabis-Industry Lawyer Raises Questions After His Bank Terminates Account" at

https://finance vahoo.com/news/cannabis-industry-lawyer-raises-questions-110520186.html which I've also
pasted below. Thank you for considering my written testimony.

Cannabis-Industry Lawyer Raises Questions After His Bank Terminates Account
ALM Media December 28, 2017

Khurshid Khoja says he tries to play by the rules. The Greenbridge Corporate Counsel founder advises
state-legal marijuana-related businesses. He knows the sector they all work in is legally murky. While
California will roll out a licensed recreational market just days from now, the federal government still
considers marijuana an illegal drug. Khoja said he operates by certain business principles. His clients do
not pay in cash. Deposits into the law firm's state bar-required trust account are identified by their source
and visible to the bank. Every client must comply with Obama-era federal guidance designed to minimize
any federal scrutiny. Khoja said he was surprised when his bank, Umpqua Bank, this fall started demanding
information about clients. Were they in direct contact with marijuana plants? What were their names? How
much business did Greenbridge do with them?

After Khoja asked for more time to get his clients' consent to release that infermation—he said the bank
gave him two business days to do so—Umpqua said it was closing his firm's accounts in 30 days. "Our first
duty as attorneys is to our clients and the ethical rules that apply to us," he told The Recorder in an
interview. "We are licensed by the state and it's our duty to protect confidentiality and to keep our clients
safe." He added: "We can't have banks interfering with that." As California's green rush is set to begin next
year, Khoja's experience offers some perspective for lawyers who are in the industry—and those who want
to take part. Marijuana dispensaries and growers have historically struggled to find banks willing to open
and maintain accounts for them. That struggle can extend to companies providing services to those
businesses, including attorneys. Calls and emails by The Recorder to Umpgua Bank's media office were
not returned. Despite projections of a $7 billion state marijuana industry, major banks and credit unions are
still wary of attracting the scrutiny of federal regulators if they accept deposits tied to cannabis-related
businesses—even those that never touch a plant. That puts lawyers in a quandary. Abide by professional
requirements with escrow accounts and banks may start asking questions about clients and their money.
Maintain ethical duties to protect client information and banks may dump your account. Large firms that
have big-dollar, long-term relationships with banks may not have a problem if their "regulated industries"
practices constitute a tiny fraction of their work. Smaller shops that openly cater to marijuana clients are
taking a much bigger risk, according to lawyers who have clients in the cannabis industry. "Marijuana
attorneys finding themselves excommunicated from their banks are incapable of paying staff, taxes and
utilities," said Steven Schain, chair of Hoban Law Group's financial service and banking practice. And if their
banks drop them, they could be stuck with only a cashier's check representing their clients' escrow
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account deposits—with no other bank willing to accept them—in violation of their fiduciary duty, he said.
The U.S. Department of the Treasury's Financial Crimes Enforcement Network in 2014 advised financial
institutions they can serve marijuana-related businesses and still comply with federal Bank Secrecy Act
obligations if they follow certain compliance guidelines. As of June 30, 390 banks and credit unions across
the country reported providing services to marijuana-related businesses, according to federal records. The
number has risen steadily since 2014 but still represents just a small fraction of the total number of financial
institutions in the U.S. Many of those banks act only as a depository for marijuana clients, charging
thousands of dollars in fees each month while offering only a few additional services, such as lending, that
are provided to other businesses.

California explores banking options.

California regulators have explored options to bank the industry, from creating a public institution to
setting up a network of depositories that are willing to accept marijuana funds. The ideas have yet to catch
fire with major banking institutions.. "We hear all these proposed solutions being offered up” by state
officials, said Beth Mills, spokeswoman for the California Bankers Association. "Really, the solution is at the
federal level."

The State Bar of California offers little specific guidance to attorneys in the cannabis field. Regional bar
assaciations in Los Angeles County and San Francisco in 2015 issued opinions that attorneys may ethically
represent state-legal medical marijuana enterprises within certain parameters. A paragraph in the
proposed rules of professional conduct, now awaiting state Supreme Court approval, offers similar ethical
guidelines for attorneys. But the bar has offered no advice for lawyers trying to hang on to professionally
mandated bank accounts. Chief Justice Tani Cantil-Sakauye recently told reporters that a Judicial Council
committee will likely handle any complaints about marijuana-related litigation, licensure and business
issues. The council could then consider policy changes or possibly supporting legislation "to help clear up
this area." "It's going to be a quagmire where we are and to what extent the federal [government] seeks to
enforce its laws in California,” Cantil-Sakauye said.

"Your business isn't welcome."

How often banks boot lawyers like Khoja who provide legal services to marijuana clients is difficult to say.
The names of banks willing to do the federally mandated work to vet cannabis customers—or simply not
ask probing questions—circulate quietly among those in the industry. "It's definitely frequent that they kick
marijuana businesses out," said Brian Vicente, a partner in Vicente Sederberg in Colorado and a veteran of
marijuana legalization efforts in that state. "And it's definitely not uncommon for them to kick out lawyers
who work with marijuana businesses." Vicente said he's been dumped by three banks since he started
practicing exclusively in the cannabis sector. "It's honestly humiliating," he said. "You're told your business
isn't welcome there." Khoja first suspected trouble when employees at his Umpqua Bank branch in San
Francisco started asking this fall about his volunteer service on the state treasurer's Cannabis Banking
Working Group. For a year, the group, which included cannabis industry representatives, government
officials and bankers, studied the problem of marijuana businesses' lack of access to banking. The group
issued a report in November seeking more research into several issues. Not long after the questions.
started, Khoja said he got a questionnaire from Umpqua Bank's Sacramento office. Executives wanted to
know detailed information about his marijuana clients, including their names, addresses and activities. In a
letter to Umpqua, a copy of which was provided to The Recorder, Khoja said he could not reveal some of
the information sought by the bank without client consent—something he said he may never be able to
obtain from them and certainly something he could not obtain in two days. Khoja instead asked bank
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officials to identify any specific deposits that troubled them so he could try to get information from those
clients. He noted the rules he requires his clients to comply with, his work with the National Cannabis
Industry Association and his efforts to change federal laws that scare banks away from the state-legal
marijuana industry. "I hope you agree that Greenbridge is the type of client that Umpqua should welcome
and support, rather than subjecting to unreasonable scrutiny and disclosure demands," he wrote. Days
letter Khoja received another letter from his bank. "Umpqua Bank has determined that maintaining your
deposit account relationship is no longer mutually beneficial and has decided to exercise our right to
terminate your banking relationship," according to the letter, also provided to The Recorder. The letter
offered no explanation. Umpqua gave Khoja 30 days to find a new bank before it closed his two accounts.
Khoja said he managed to find another financial institution, which he declined to identify, to take his
business before the one-month deadline arrived. He said he does not see a solution—no lasting one
anyway—to his and other professionals' banking challenges until Congress acts to ease banks' fears. "The
salient point here is attorneys need to be able to do their jobs and still protect attorney-client privilege," he
said.
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Heather Whiles
heatherw@maconhaservices.com
Maconha

1001 Bridgeway #520

CA, 94965

| currently advise manufacturers in the California cannabis industry. | have 12 years of experience in
banking and know for a fact that the current banking system allows businesses that have a far greater
negative impact on society to safely bank, for example, the pornography industry or the weapons industry.
| also believe that if Congress is concerned about how the cannabis industry will impact society isn't it more
beneficial to have more data points to monitor that impact, as in oversight of the flow of funds in the
industry. The amount of cash that is currently outside of the banking system will become a breeding
ground for crime and violence. Please allow business owners in this industry the chance to create and
manage businesses with the resources given to other industries.

61



326

Susan Griffith

susan.griffith1@yahoo.com

Certified Alternative Medicine Providers, LLC
244 Fairway Green Drive

MO, 63368

Banking is a fundamental and necessary facet of any industry and any business. 32 States have now
legalized some form of Cannabis, yet it remains illegal for Federally Regulated banks to have ANY
involvement, and State regulated banks are extremely reluctant. As with any other new and developing
business, that needs to hold cash from business generated revenue, pay employees, pay taxes, pay
service providers, it is ESSENTIAL to have the support of a bank for safety, security and success. To
exclude Cannabis based businesses, who are attempting to form and grow economically, is unjust and
entirely unfair, and puts them in a very disadvantaged position. As the owner of a medical cannabis based
business, seeking licensure, it is essential to our progress to be able to accept money from investors, pay
our service providers, pay our taxes, our governmental operating fees and our employees, without
discrimination that is derived by current regulation. Banking must open up to Cannahis based businesses -
who are putting thousands of citizens to work - and developing a highly sustainable economy, that has a
tremendous growth potential on the herizon.
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Barbara Finch
barbfinch1275@yahoo.com

BAF Farms

101 Blue Water Lane; Grants Pass
OR, 97527

State Licensed farmer of a crop that the banking industry automatically denies access to an account that
could, would, and SHOULD be utilized to make payroll withholding deposits, (quarterly deposits for federal
and state business purposes) corporate taxes both federal and state, employee garishments, etc.
Without this passing, we are crippled without proof of payment, or hindered by having to obtain $200.00
maximum each money orders (which have been stolen by individuals receiving them). We are a legal
business entity being crippled by banks denying us access because of the burden of federal regulation. |
have found one bank that would accommodate my business but the monthly cost of $750.00 a month to
have it would cripple my business. | employ up to 14 people at my height of season.
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Mandolin Kadera-Redmond
mandolinkr@gmail.com
Town Apothecary

2555 International Blvd, 315
CA, 94601

We are a African American woman owned cannabis manufacturing company offering a topical for pain
relief to seniors, musicians, bodywork professionals and athletes. One of our owner's background in
accounting knows that access to banking opens up opportunities for us to be full compliant businesses that
can huild financial histories. When we can track our credit worthiness we can access capital that will not
only move our business we can make positive impacts to our communities. Please take the information
available to the real financial impact this industry will make when we are able to fully engage in good
business practices through banking.
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Tim Spencer
timspe98@gmail.com

The Green Solution

4100 E Arkansas Ave, Denver, CO
C0, 80222

| joined the legal Cannabis industry in 2017 after 20 years as a commercial production greenhouse grower;
I'm married with 2 kids, a senior in high school and a college sophomore. For the first couple of months, we
enjoyed payroll direct deposit and everything seemed fine. All of this changed when our bank 'discovered'
that we were a Cannabis company. For a year | was paid in cash; walking through downtown Denver with
$thousands until | could get to my bank. This is not safe. In addition, | can't get a home loan, so Il be
renting until things change. The banking situation is inhibiting the validity of the industry and restricting
access to basic economic functionality.
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Katie Brandt
tkt8120@gmail.com
Self-Employed

210 Donald Drive
CA, 95023

| work for several different cannabis companies consisting of cultivators, manufacturers, distributors, etc. |
assist them with various aspects with their businesses - i.e. licensing, books and keeping bills paid. Without
the ability to keep the business's money in banks, that leaves me personally fransporting exorbitant
amounts of cash at times. In my opinion, this leaves me personally at risk for attack. While | don't advertise
or publicly discuss the fact that | carry large amounts of cash on me, anyone who knows that | work in the
industry is aware of the fact that there is a probability that | likely have cash on me at all times.

| have two children, a 2 year old son and a soon-to-be-1year old daughter. | fear for their safety. It is widely
known that there is no banking for the cannabis business and that it is still a cash-based business. Anyone
who works in the industry is at risk for an attack/robbery, etc. Therefore, | fear not only for my safety but
even more so for the safety of my children.

In summary, itis putting everyone in the industry at risk by not allowing a secure and insured way to store
their business money.
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Alan Heroux
alan@washingtonpatgrower.com
Hydrofarmer, LLC

P.0. Box 1372

WA, 98837

Marijuana businesses are currently unable to have "normal" banking services because of federal
regulations. We handle cash on a regular basis which is unsafe for both sides of the transaction. Paying
bills in a digital world when using cash is to say the least difficult and time consuming. From a regulatory
point of view it would be far easier to track bad actors in the industry if there were a digital trail of money to
follow. There are many reasons why we should have normalized banking services with the only negative
being how the industry is viewed at a federal level. Simply allowing federal chartered financial institutions
to treat those in the marijuana industry as regular customers would be beneficial for everyone that has the
potential to benefit from the praducts sale.
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Luke Sauser
luke@ncavi.com
GVI

2286 Del Monte St.
CA, 95691

Paying taxes, paying employees, paying vendors, receiving payments, securing investments, and all other
standard business practices, which has become much easier for all industries other than cannabis, are still
extremely difficult and sometimes dangerous.

Many cannabis employees are either lying or avoiding paying taxes because of their cash payments. They
also are forced to make extra trips to their banks to deposit large sums of cash - which similar to people in
all other normal industries, they don't have time for.

THC has been proven time and time again to be safer than alcohol and many other legal substances.

It's time we fix one of the largest mistakes/issues in the history of government regulation. We certainly
don't need a wall on the border, although further security technology would be nice, although
re-scheduling THC and regulating as a psychoactive substance (less dangerous than alcohol) would

eliminate much of the cartels' financing and ability to illegally import cannabis.

It just makes sense. And please don't make the mistake of over-taxing such as Califernia did.

68



333

Patricia Woods
pattiw@aznaturalselections.com
8180 N Hayden Rd Suite D-107
AZ, 85258

| am not an owner of a Cannabis Related Business. | am an employee. | have worked for this company for
over 3 years and a different company in the same industry for a year before that. The current situation puts
an element of danger where there shouldn't be one. As a mother and grandmother, | don't like having to
be afraid of someone knowing (or simply assuming) that | am in possession of cash. This industry has
grown so much in the last 4 years. It is really time that we embrace it and remove the danger surrounding
a very normal business environment. | encourage you to search our company on the internet. You'll see
that we are a very professional business employing regular, hardworking people. We would appreciate
being able to conduct business in a safe manner.
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Marissa Redriquez
marissa@sweetlifedistro.com
TSL Distribution

2801 SE 9th Ave

OR, 97202

Greetings from Oregon!

The lack of access to banking negatively affects nearly 2000 small business owners in Oregon.
Handling cash is dangerous and time consuming. We spend € labor hours a day counting cash and have
many costly security measures in order to feel safe.

Please provide safe banking for legal cannabis businesses.
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Jeanie O'Laughlin
jeanieo2@yahoo.com
9650 Denhart AVe
CA, 93505

I'am a CPA and PhD. | consult with a dispensary. Not having access to the banking industry puts all of us at
risk; | have to pay vendors with cash; employees are paying bills and then getting reimbursed with cash; my
consulting fee is paid in cash. This is now becoming even more of an issue as my personal bank is now
questioning all the cash deposits | make. Cannabis is legal in California and for businesses that have all the
property local and state licensing permits, we should have access to the banking industry. We even
struggle getting our payroll taxes, sales tax, and local taxes paid. | recently had to carry almost $50,000 in
cash to downtown Los Angeles to pay the local tax. We are a legal business and should have access to
the banking industry and the safeguards it provides. Thank you.
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Simon Menkes CPA
simon@menkescpa.com
Menkes Accounting & Mediation
11280 La Maida St. #201

CA, 91601

I have several clients in the cannabis industry. These are good people who are doing their best to run a
regulation-compliant and tax-compliant business. Without access to the banking system, they have to
handle large amounts of cash. As their CPA, | WORRY ABOUT THEIR PHYSICAL SAFETY EVERY DAY! They
are at constant risk of armed robbery and must take home cash every night to leave their business less
vulnerable to theft. When they go to pay their taxes, they take large amounts of cash with them. Criminals
would find them easy targets, and their lives would be a cheap cost to these pecple to steal their funds!
Please do the right thing and allow accessible banking for the legal cannabis industry. This is not a matter
of economics. [T'S AMATTER OF DECENCY AND PROTECTION OF HUMAN LIFE AND SAFETY! Thank
you, Simon Menkes CPA
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Christopher Jennings
jenningsc871@gmail.com
Norml national care givers
161 North 7th Street, Apt. A, A
CA, 92220

Hello my fellow Americans I'm glad that we could connect and forge the future of Cannabis in America this
action is critical to the safety of employees and also patients in America and across the globe. So Congress
let's make history this is legendary status may God bless the future of humanity.

Sincerely yours truly believe that Mr. Christopher Daniel Jennings.
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Tracy O'Connor
tracyo@tgmgrow.com
TG Facilities

4002 N. 36th Avenue
AZ, 85019

Banking for the cannabis community needs to be made safer and easier to access. We are a legitimate
business with legitimate business banking needs that should be recognized.
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Heather Hughes
raisedplain@gmail.com
Hillside Growers
43430 E. Florida Ave
CA, 92544

My husband and | grow grapefruit. | work in healthcare and can see the benefit of cannabis to patients.
Those who grow cannabis need a safe environment with access to banking and credit - to avoid the
cash-based-business that encourages theft. Please help those growers to get access to legitimate banking
businesses in which to continue their industry.
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Matt Mooney
mooney900@gmail.com

Matt Mooney Real Estate Group.
806 Tremont Dr

PA, 19335

I don't own a cannabis business, but | am a patient in Chester County, PA. We need to be able pay for
these medications and the companies need to be able to run their business using our banking system. Itis
time!! Marijuana is helping me get off opioid Medication and Benzodiazepine medication safely and
effectively. Since April 2018, | have cut the daily dosage of these medications by two thirds and moving
towards getting off them completely. ONLY reason, | am able to do this is my use of cannabis medication
that began last April. Changed my lifell
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Robert Finkle
robert@finklelawoffice.com
Finkle Law Office

11501 Dublin Blvd, Unit 200
CA, 94568

| have represented compliant commercial cannabis businesses exclusively for the past 3+ years. There are
three principal reasons cannabis businesses should be given access to safe banking services: (1) the large

amounts of cash generated are being actively targeted by criminals creating a public safety risk, (2) as with
all businesses, cannabis businesses require banking services to conduct everyday transactions, (3) there is
no better way for government to ensure regulatory compliance, including the payment of taxes.
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Nathaniel Gurien
nathaniel@fincann.com
Fincann

157 Columbus Avenue, 4FL
NY, 10023

This is not a marijuana issue. It is not about the pros and cons of legalization, potential medical
applications, and the myriad challenges faced by an industry struggling to transition from the black market
to mainstream acceptance.

The most critical and essential issue arising from the lack of banking for the cannabis and hemp industries
is actually one of a community safety crisis and not one of the albeit considerable inconveniences and
expenses plaguing the industry. The crisis is real, it is severe and it is bearing down upon us now.

The circumstances of communities now awash in millions or billions of dollars of poorly accounted for new
cash is wreaking havoc now with frightening short and long-term potential consequences. Forcing legal,
well-requlated and supervised innovative new enterprises to operate in cash:

1. Attracts violent robbery attempts frequently involving innocent bystanders, enormously increases
security costs both internal and external, and

2. Encourages licensed operators (many of whom are making a sincere effort to shed ingrained black
market business practices) to cut corners and under report results and taxes, sell product into the black
market, and engage in otherwise questionable business practices.

3. Represents a systemic risk to the safety and soundness of our financial system.

4. Perhaps worst of all, organized crime is attracted to opportunities related to billions of dollars of poorly
accounted for cash and metastasizes over time into a generational unwanted presence in the community.

This looming crisis demands immediate and decisive action. And the simple solution is to provide a safe
harbor for our financial institutions to provide business checking accounts for all transparent, responsible,
compliant state-licensed cannabis operators and the enterprises that provide them goods and services.

It's quite true that the lack of access to traditional banking and institutional financial services suffocates the
cannabis and hemp industries in other important ways, particularly in access to capital to fuel the industry’s
explosive growth, but addressing that whole ecosphere is accessorial to quenching the firestorm
threatening to engulf our communities.

An attempt at this point in the political calendar to adequately address the many nuanced issues of full
access to banking and financial services for these industries will substantially dim any hope of timely
success. And without having to get into the weeds (pun intended), the ultimate and simple solution to all
the rest of it lies with an end to federal prohibition of cannabis.

However, I'm sure many here today recognize the importance of not making the perfect become the
enemy of the good.

Our advisory firm educates and guides financial institutions around the country on the true risks and
opportunities of servicing these industries. We work directly or indirectly with about 75 banks that provide
compliant, transparent depository accounts to state licensees, professionals and vendors providing
licensees goods and services, hemp and CBD companies, investment funds, and so on.
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| can report from direct experience that the interest level on the part of banks is growing rapidly. One need
only look to the over 100 NJ bankers who attended our recent presentation on marijuana banking to their
local chapter of the Association of Certified Anti-Money Laundering Specialists (ACAMS — the leading
international banking industry AML compliance trade association) representing more than twice the usual
attendance at such chapter meetings. Many institutions are giving serious consideration to venturing into
some or all industry sectors this year, perhaps resolving the crisis by years end.

But they need your help. They cannot and will not adequately address this crisis and take advantage of this
opportunity without your help.

And the help they need from you is very simple, the precedent for which was already established last year:

On August 21, 2018, the US District Court for the District of Massachusetts in RICO litigation brought against
cannabis-friendly Century Bank found “that providing ordinary banking services to marijuana-related
businesses, in compliance with Treasury Department guidance aimed at enabling banks to provide such
services insufficiently demonstrates the joining and intention to further a RICO conspiracy”.

In other words, a federal judge has already decided that simply providing ordinary banking services to
marijuana-related businesses is not a federal crime. Nobody's asking anyone to walk a plank here - now
there’s authoritative judicial review to rely upon. All that's required of Congress is a simple statute
confirming this decision that plainly states:

“In and of itself providing ordinary banking services to marijuana-related businesses, in compliance with
Treasury Department guidance aimed at enabling banks to provide such services is not a violation of
federal law”.

Section 3 (a)(1)(2) & Section 3(b) of both HR2215 & S1152 fulfill this requirement and is therefore the
essential safe harbor protection our financial institutions require to fulfill their responsibility as essential
stewards of commerce.

Step number one is to bank, track and account for all the cash but a close second in importance is to
dramatically reduce the amount of cash transactions themselves by providing the same safe harbor for
MasterCard, Visa, American Express and Discover to reverse their current prohibition against cannabis
transactions on their networks. Via the above referenced Sections, this legislation serves that additional
vital purpose by providing these card networks the assurance they require to safely serve the cannabis
industry.

Once again this is not a cannabis issue. Certainly everyone across the political spectrum can easily support
nipping in the bud violent and organized crime, tax evasion, questionable and illegal business practices
and injury to the safety and soundness of our financial system. This one is easy, universally justified and
widely acceptable.

The issues of cannabis legalization are complex and worthy of measured debate and thoughtful
deliberation. This not about that and the time for that debate is not yet upon us.

This is about the safety of our communities; this is something everyone can get behind. Think about it:
None of us would like to be called to account for not having acted seoner if heaven-forbid an innocent
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child is struck by a stray bullet in a cash robbery gone wrong. The clock is ticking and time is of the
essence.
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Sean McAllister
sean@mcallistergarfield.com
McAllister Garfield, PC
501S Cherry St, 480

CO, 80246

The lack of banking is a major public safety concern for the cannabis industry. Due to the lack of banking,
companies have to store large amounts of cash on hand, which makes them targets for theft (although
studies show they are not robbed more often than convenience stores and banks, but it is still a problem).
Also, the inability to get loans from banks makes it very difficult for small businesses to grow and comply
with the complex regulatory regimes in cannabis. Please make it clear that banks should be able to work
with the cannabis industry, just like any other industry. | have personally lost a bank account as a lawyer
because | service the cannabis industry, so this reform impacts more than just direct cannabis businesses.
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Heather McElravy

heather kanopli@gmail.com
Kanopli

5940 Chief Buffalo Horn Trail
MT, 59044

As a female | am uncomfortable and vulnerable when handling large amounts of cash without the ability to
carry a firearm. Banking would allow us to accept electronic funds.
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Roopal Patel
roopal@lilufinancials.com

Lilu Financials, LLC

4110 SE Hawthorne Blvd. #134
OR, 97214

My clients face incredible hardship and extreme business costs in trying to manage without sensible,
accessible banking solutions. It is already challenging to be a start up in any industry, but to have limited to
no banking facilities is debilitating when a company is trying to grow and maintain compliance (e.g.,
payroll). Please work to provide a easy and safe way for my clients to manage their businesses by
providing safe banking services to legal cannabis businesses at a national level. Thank you.
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Adrian Moore

adrian moore@reason.org

Reason Foundation

5737 Mesmer Ave Los Angeles, CA

Congress should always pay attention when federal and state policies conflict in ways that create public
safety problems. That is certainly the case with banking for cannabis businesses.

For a number of historical reasons banks are subject to federal regulations intended to protect the public.
As states legalize cannabis, medical or adult recreational use, an industry has arisen that involves
considerable flows of money and need for banking services. This puts banks between conflicting state and
federal rules vis a vis cannabis. Banks have mostly chosen not to defy federal rules and so have not served
the cannabis industry. Which has created significant problems with safe operation of cannabis businesses,
paying taxes, and crime. Problems which have been extensively documented.

Only a change in federal rules governing cannabis or a change in federal rules governing banking can end
this conflict of rules and the public safety hazards it creates.

States are regulating cannabis businesses to prevent interstate movement of the products and keep the
market within their state. Banks are heavily regulated to prevent the flow of illegal funds. Surely Congress
and federal agencies can craft a pathway to allow cannabis industries to bank within their states and
ensure that those funds do not create any potential external harms. Addressing those problems represents
much less risk to public safety than does the current situation in which banking services are denied a multi
billion dollar industry that is growing fast.

The longer we wait to solve this problem the greater the risk and the more disruptive it is.
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Gina Elko
houseothemp252@gmail.com
House of Hemp OBX

P.O. Box 1131

NC, 27948

We opened a retail location offering CBD products. Our community welcomed us and we are doing well.
CBD is helping a lot of people with their ailments. We did have a credit card service in the beginning, but
we're canceled, due to selling CBD. We now have to take cash only. It inconveniences ourcustmers and
creates a risk for my staff. Smaller banks will provide CC service, but the rates are to high for business
sustainability
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Matthew Friedlander
Skagit Organics

16915 State Route 20 Unit B
WA, 98273

We have less than five credit unions in Washington state that will apen accounts for our business and they
charge $1000 to open the account and $350 a month to maintain the account. | am unable to use banks to
access a loan that would allow our business to purchase the real estate we are currently leasing and | am
also unable to use the income from my husiness to qualify for a FHA loan or refinance loan for a personal
residence. Please change the laws to allow business in the cannabis industry to have parity with all other
legal businesses.
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Michael Anderson
nwgrownllc@gmail.com
NW GROWN LLC

8531 Postma Rd

WA, 98936

There are so many challenges of traceability, farming, weather, pests, transport, record keeping etc that go

into this business.

Having Federally legal banking for licensed businesses would be a great boost for all cannabis businesses.
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Monica Martinez
monica@thecalyxco.com
The Calyx Company
434 Alderdale Rd Ste. B
WA, 99350

The banking system, where do | start? We have endure quite a bit because of this. The first thing to
happen was to have the banks for our farm and my in-laws home (also owners) mortgage loans announce
that we were in default on both loans bc we are now owners in an i502 business. We had to figure out
how to pay the loans or go into default and possibly lose their home and the farm!! Luckily, we were able
to get the loans paid with in two years. It took EVERYTHING we had to get them paid off and have been
left trying to catch up ever since. Especially when this industries market is continuing to go down every
year, it has not been easy. Next would be our inability to get a loan for a new home. Our family has grown
and we started looking at selling and moving, but we cannot bc we cannot get a bank to lend to us. We
are a family of 5 in a 1000 sq ft home. | pride myself on having excellent credit, but you wouldn't know it
because it feels like we have the worst credit or are even criminals when it comes to trying to bank like
"normal" people. Another one of our owners banks dropped her when they found out she was an 1502
owner and this same bank refused to cash our employees paychecks. Luckily we do now have a bank for
our business. Itis an hour from the farm, has a fee of $150/month to use it and is very limited. No ATM use
or online app functions and they will not lend ANY money. But it is much better than no bank at all like
when we first started. This is just what | can think of off the top of my head, | am quit sure there have been
more negative situations that | cannot think of right now...Thank you!

88



353

AC Braddock
acbraddock@edenlabs.com
Eden Labs

Seattle, WA 98108

Eden Labs is a 24 year old botanical extraction and distillation company that has worked in a multitude of
industries such as; bio-fuels, flavorings, perfumes, natural products and liquor to name but a few. However,
because we also supply extraction equipment to the cannabis industry we have been labeled a “cannabis
company” by financial institutions. This has caused Eden to lose a bank account and has caused 3 of our
employees to go through a far more rigorous qualification process when applying for their home loans this
past year. These are loyal hard working people and it pained me to hear of the added stress that had to
endure by simply being employed by Eden Labs.

To be clear, Eden Labs does not produce concentrates, yet our growth has been significantly inhibited by
the inability to acquire the basic financial suppert any other small business requires from time to time
including Lines of Credit and Short Term loans simply because of our arms length association with
cannabis. Our business is in a state that has supported medical cannabis since 1996 and has had Adult
Use legalization since 2012. At this paint, the majority of states nationally have legalization primarily to find
alternatives to opiates and other serious medical illnesses.

On a national scale, It is a travesty that billions of US investment dollars are supporting a worldwide
legalization movement for medical use while American businesses wallow unsupported, not by the
populace, but by those who have taken an oath to represent them. The short term solution is
congressional action on banking to provide the US industry a modicum of support to compete globally and
to remove the regulatory burdens placed on the banking industry. This is the most bipartisan win-win
Congress can act on this year. The polls are clear.

The US should have been the global scientific and business leaders, but we are losing out to other

countries on an issue being resolved at a snail's pace state by state. The scales have tipped. Please
support our countries innovation and entrepreneurship now.
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Sean Caffrey
sean.caffrey@pharmacannis.com
PharmaCann

Located in multiple states (IL, NY, MA)

| was part of a small startup in CO from 2010-2015. When we first got our bank account shut down it was
just about the same time that we actually started making money, so the cash started to pile up. On one
occasion we were stalked and singled out by some predatory con artists. They somehow determined our
excel energy account number, and knew that we were behind on our bills. They asked us fo head to an
address to take care of payment to avoid service interruption. | didn't check the address, | just went there
with $20,000 in my 1999 Ford Windstar. | got to the address, and didn't see the excel office. Just as | am
realizing the naive mistake | had just made, | saw four guys rolling up en the windstar, two on each side. |
sped away as fast as that minivan could take me.

All of the cash was stored on site, we paid employees in cash and took the withholdings down to denver
ourselves, in cash. One budtender, stole another's paycheck, but we couldn't prove it so we cleaned
house.

One time the mechanic across the street from the dispensary asked me one morning, "What were you
doing on the roof last night?" | wasn't on the roof.

In 2013 our cultivation was broken into by kids armed with handguns, they got in through the ventilation.
They looked around for cash and didn't find any, so they just wrecked a bunch plants and left. If | had been

in the building at the time, that story would have ended differently.

Hope this helps,
Sean Caffrey
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Etienne Fontan
etienne@mybpg.com
1440 4th St ste D
CA, 94710

Berkeley Patients Group is a Berkeley-based, California state-licensed, locally authorized dispensary as
well as the oldest, continuously operating cannabis dispensary in the country. We pride ourselves on
having set the standard for responsible, compliant cannabis operations around the country.

Since our founding in 1999, we have prioritized maintaining a safe operation following standard business
practices, especially when it comes to cash handling. Federal laws have created an inconsistent, unstable,
and at times dangerous situation. Regardless of our state compliance, we have been removed from well
over 30 banking institutions.

We seek and request to be treated like any other business with the rights and privileges that come with
being recognized as a legitimate industry. It is the federal prohibition and financial roadblocks against
cannabis that have kept us from achieving this goal. We encourage the committee to consider relief that
will rid us and all legitimate cannabis businesses of these handcuffs so that we can ensure the industry has
access to safe, sustainable banking solutions.
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Keith Cich
keitchc@sunderstorm.com
Sunderstorm LLC

1146 N Central Ave
Glendale, CA 91352

| am a Stanford grad and former fixed income derivatives trader on Wall Street, now heading up finance for
a licensed manufacturer in California. Our biggest security risk is cash: our delivery drivers are followed by
thugs and vans broken into, and this problem is escalating. Lack of banking in a highly regulated state legal
industry is a major cause of unwanted crime. Let's allow federal banking and turn this into a professional
industry without crime, and reduce the risk that cannabis employees are robbed with significant exposure
to physical harm. Also, this will improve the federal and states ability to monitor cannabis companies and
collect taxes due them. Its a win-win. Do it now.
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Written Statement of A, Marc Perrone
President, United Food and Commercial Workers International Union

Submitted to the Committee on Banking, Housing, and Urban Affairs
U.S. Senate
Hearing on “Challenges for Cannabis and Banking: Outside Perspectives”

July 23,2019

As President of the United Food and Commercial Workers International Union (UFCW), | am proud to
help build a better life for over 1.3 million hard-working men and women who work in highly regulated
industries such as grocery and retail stores; manufacturing and chemical plants; health care facilities and
pharmacies; food processing and meat packing plants; and in the emerging legal cannabis industry. Our
cannabis members can be found across multiple states in growing and cultivating facilities,
manufacturing and processing facilities, and in laboratories and dispensaries.

Wherever cannabis is legalized, the UFCW is committed to building a successful industry with a thriving,
diverse, and skilled workforce. Union cannabis jobs provide good family-sustaining wages and benefits,
while generating spending in local communities, and supporting a robust economy.

Cannabis is legal in some form in 33 states and the District of Columbia, and in each of those
jurisdictions there is strong and dynamic regulatory landscape. States employ a strict regulatory
framework including a seed-to-sale tracking system to monitor the growth, distribution, and sale of
regulated cannabis to prevent diversion and create a transparent, accountable market.

Workers face challenges in all jobs, but few workers face the unique challenge of a federal prohibition
on access to legal banking. Without access to banks, cannabis businesses have little choice but to do
business in cash. Customers pay in cash, workers are paid in cash, supplies are bought in cash,
investments are made in cash, taxes are paid in cash and all that cash must be securely stored and
transported. These large cash transactions creates safety and financial problems for businesses,
customers, workers, and the communities they serve.

In order for workers in the legal cannabis industry to have the same opportunities as other workers,
Congress must directly address the cannabis banking challenge and align federal and state laws.

This cash dominated industry puts workers at risk

When cannabis businesses cannot accept checks, credit cards, or debit cards in their establishments, it
means that workers, vendors, and tax collectors must change the way they do business. Without access
to a federally-insured bank, employers must find alternative arrangements to pay their workers, which
currently means paying them with cash.

Mitch Bickar is a UFCW cannabis worker from Bothell, Washington where the state worked with local
banks and credit unions to give workers and employers access to traditional banking. “I take pride in
working in this growing industry in Washington,” he explains. “My job as a Lead Inventory Coordinator
at Have a Heart provides good wages, and because of the union my voice is heard at work. | am grateful
that unlike other states, Washington provided us with the ability to have access to banking instead of
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being paid in cash. | would not feel safe walking out the door on payday with everyone knowing that |
had two week's wages in cash on me.”

Outdated laws make it difficult for workers to borrow money

Imagine this scenario: a cannabis worker applies for a house or car loan, but has difficulty proving they
have the income necessary to pay the loan back since their employer does not provide a paystub. Even
if they are able to prove that they have the income, they may still be denied or forced to accept a higher
interest rate because federal law deems their work to be illegal. Sadly, this is the reality for many
workers in the cannabis industry'.

The lack of uniform treatment of cannabis by federal, state and local laws has resulted in workers across
the country being denied personal loans for homes and cars— even when they have high credit scores.
In fact, the Federal Housing Authority’s (FHA) loan program explicitly denies loans for workers in the
cannabis industry due to federal prohibition of the substance.”

Worker payroll tax and benefit programs deductions are ambiguous

The decision to continue to classify cannabis as a Schedule 1 narcotic with all the associated prohibitions
and limitations, while 33 states have legalized cannabis, has led to confusion and uncertainty for the
workers who are just trying to do their jobs and support their families. When workers operate in an
environment without the certainty of a conventional payroll system- even when employers have every
intention of doing the right thing- it is unclear if benefits such as Social Security, disability,
unemployment insurance, Medicare, and Medicaid will be there when they are needed.

When employers gain access to conventional banking, their workers get the economic security of a
steady paycheck, as well as the peace of mind knowing their payroll taxes and benefits are heing
properly funded.

The current patchwork of state laws could cost the U.S. economy billions in lost tax revenue

Cannabis is currently a $9 billion industry, which is equivalent to the entire market for snack foods.” The
industry is growing at a rapid rate and industry experts predict there will be $75 billion in cannabis sales
by 2030." The cannabis industry is also the fastest-growing job category in the United States with an
estimated 125,000 - 160,000 full-time jobs in 2018, an increase of nearly 45 percent from 2017." By
2022, the cannabis industry is expected to grow at a rate of approximately 21 percent per year and
support up to 340,000 full time jobs.”

Local, state, and federal governments are losing out on tax revenue while cannabis remains illegal at the
federal level. If federal prohibition ended and cannabis were to become legal in all 50 states, it would
generate $132 billion in tax revenue, with the federal government alone collecting $51.7 billion.

The state of Washington shows that banking works

States are leading the way in passing legislation and regulations that ensure a safe, legal, and thriving
cannabis industry. In Washington state, the state government worked with local credit unions and small
banks to encourage them to accept business from dispensaries.™ This resulted in the state collecting
$319 million in taxes and fees in the 2017 budget year, 95 percent of which came in forms other than
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