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First, I’m happy to 
report that Mar-

ijuana Venture con-
tinues to grow at a 
fast clip. We’re now 
in book stores na-
tionwide, and mail-
ing hard copies to all 

licensed marijuana businesses in states 
that have legalized and regulated forms 
of medical or recreational cannabis. 

Our goal is to be the best source of 
quality information for anyone in the 
business, or considering it.

The July issue of Marijuana Venture 
focused on the new look of people in the 
marijuana business. 
The point to our cov-
er story wasn’t that we 
embrace one type of 
look or lifestyle over 
another, but that we 
see a rapidly-evolving 
industry heading in 
many different direc-
tions, with room for 
all. 

As our regular readers know by now, 
we made a conscious decision when we 
launched Marijuana Venture to mostly 
avoid the culture end of the spectrum, 
while focusing almost entirely on busi-
ness. That said, there’s no way to avoid 
the obvious conclusion that an awful lot 
of what passed as “normal” in cannabis 
culture would be — or could be — seen 
as way outside the social norms of tradi-
tional American society. I’m not neces-
sarily saying that’s bad. 

However, I will point out that if the goal 
is widespread acceptance of a mind-al-
tering drug that most now view as fairly 
harmless (and demonstrably less danger-
ous than alcohol), then it stands to reason 
that the most effective way to proceed 
would be an approach that downplays 
the “wackier” side of marijuana culture, 
while emphasizing and highlighting the 
aspects that appeal to — or at least don’t 
scare off — the vast majority of Ameri-
cans who live their day-to-day lives going 
to work, paying taxes, driving their kids 

to school in a mini-van, and attending 
church on Sundays. 

Twenty years ago, I lived on Capitol 
Hill in downtown Seattle. For the gay 
community, it’s the Seattle equivalent to 
the Castro District is in San Francisco: 
A vibrant, fun, wildly eclectic neighbor-
hood with a diverse mix of singles and 
families, gays and straights, college stu-
dents, business professionals and tech 
workers. 

Many of my friends and neighbors 
were — and still are — gay. And, let 
me be perfectly clear on the subject of 
gay rights: I’m 100% for gay marriage 
and believe any discrimination whatso-

ever against gays is 
bad. I’ve taught my 
kids that all forms of 
discrimination are 
wrong. 

However, after 
watching a couple 
gay pride parades on 
Broadway Avenue in 
the mid-1990s, I real-

ized it was not an event I’d take a young 
child to. Explaining how we as humans 
can be different, and why some men 
love men and some women love wom-
en seemed relatively easy. On the other 
hand, trying to explain whips, chains, 
leather, bondage and huge phallic sym-
bols to a child seemed an altogether more 
challenging task, and one I realized I’d 
rather avoid. 

In other words, the gay pride parade, 
back then, with its heavy emphasis on 
sexuality, might have been counter-pro-
ductive in promoting widespread accep-
tance. 

I’d draw a similar parallel to the move-
ment to legalize marijuana. The fastest 
path to marijuana legalization is present-
ing it as a relatively benign substance 
that is mostly used responsibly by nor-
mal-looking folks who go to work, pay 
taxes and raise their children to be posi-
tive contributors to American society.

GREG JAMES 
PUBLISHER

The evolving landscape
A MESSAGE FROM THE PUBLISHER

Portraying cannabis as ‘normal’ promotes acceptance
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I’VE TAUGHT 
MY KIDS THAT 
ALL FORMS OF 

DISCRIMINATION 
ARE WRONG.
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CALL (253) 301-3439

Marijuana law is what we do!

THC Law Firm has represented more than ninety 
I-502 businesses across Washington state.

•	 In-House	Counsel
•	Step-by-Step	Licensing	Package
•	On-Site	Full	Compliance	Audit

•	Drafting	I-502	Documents
•	Fighting	Moratoriums
•	Liquor	Control	Board	Appeals
•	Lawsuits	Against	the	LCB

Our Services Include:

LAKEWOOD LOCATION
3815 100th Street SW • Suite 2B

Lakewood, WA  98499

RAYMOND LOCATION
310 Commercial Street
Raymond, WA  98577

CALL TODAY	

for	experienced	
marijuana	 legal	 advice
(253) 301-3439
w w w. T H C L a w F i r m . c o m

Chris Crew, Attorney at Law

•	Lead Counsel for the  
Marijuana League

•	Lead Speaker for  
Marijuana Workshops
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DENVER — The Indo Expo Trade 
Show will be at The Denver Mart Expo 
Building on July 11-12. The trade show 
aims to cement relationships between 
growers, manufacturers, wholesalers and 
retailers by providing a networking event 
that will allow the new and old to construct 
new ideas, exchange information and forge 
new partnerships. 

The expo will be bringing together local 
and national industry leaders from around 
the country for their two-day, weekend 
event. The first day of the show will be re-
served for industry insiders only. The fol-
lowing day will be open to the public and 
will also host a job fair where new talent 
can be hired and contracted. 

More information: www.indoexpoco.
com.

MORE EVENTS
July 9: The National Hemp Associa-

tion will be hosting the NHA Hemp Law 

Seminar at the Denver University College 
of Law. The seminar is an all-day event 
looking to untangle the complex and ev-
er-changing laws regarding industrial 
hemp. 

Included on the show schedule will be 
three separate panels and four individu-
al lectures about topics such as starting a 
hemp operation, hemp in Indian country, 
the murky legality of hemp and more. 

Tickets are $75 for all current Rocky 
Mountain Hemp Association members, 
$125 for non-members and $200 for law-
yers receiving Continuing Legal Education 
credit. 

More information: nationalhempassoci-
ation.org.

July 18-19: On the first stop of its five-
city tour across Washington, Colorado and 
Oregon, THC Fair will be touching down 
at the Oregon State Fair and Exposition 
Center in Salem, Oregon. The event will 

primarily be a primarily business-to-con-
sumer show built to service the population 
in the area. The event will be hosting the 
industry’s first “Sample Treasure Hunt” 
where attendees can obtain an expo wrist-
band and punch card that allows them to 
visit local dispensaries to get free samples 
over the course of two weeks.   

A portion of the show will be directed 
at the business-to-business market, invit-
ing business professionals to continue to 
develop the Oregon, Washington and Col-
orado markets. 

More information visit: www.THCfair.
com.

July 25-26: Maximum Yield brings 
together numerous horticulture industry 
leaders for the 2015 Los Angeles Indoor 
Gardening Expo which will be held at the 
Los Angeles Convention Center.

The weekend event will be divided into 
two sections — Saturday is dedicated to 
industry only and will host a VIP semi-
nar, expert panel discussion and a six-hour 
networking period; Sunday will be open 
to the public and industry alike. Those fa-
miliar with the show format know that it 

CANNABIS CALENDAR

>> CONTINUED ON PAGE 10

Denver, Los Angeles host big 
cannabis industry shows 
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Photo courtesy the Indo Expo Trade Show

The Denver Mart Expo Building will be 
the place to be in mid-July as the Indo 
Expo Trade Show features two days of 
exhibitors and networking opportunities. 
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is aimed at the indoor grower community 
and that marijuana discussion is typically 
prohibited. 

More information: www.indoorgarden-
expo.com. 

Aug. 7-8: The second stop for the 
Northwest Cannabis Classic tour will 
be the Tacoma Cannabis Classic on Aug. 
7-8 in Tacoma, Washington. The two-day 
event will be home to a number of product 
demos, vendors, seminars networking op-
portunities and live music. Details on the 
venue, tickets and travel accommodations 
are to be announced soon. 

More information: nwcannabisclassic.
com.

Aug. 15-16: Hempfest weekend in Se-
attle just got a whole lot busier with the 
introduction of the Hempfest Business 
Show at the Seattle Center Exhibition Hall. 

This inaugural event is about creating an 
environment where Washington’s flourish-
ing medical and recreational cannabis in-
dustries can flourish and mature. 

It will run concurrently with Seattle 
Hempfest, which will be taking place just 
minutes away. Vendors will display the 
latest in cultivation equipment, packaging, 
marketing, web design, insurance, nutri-
ents and more.

In association with Seattle Hempfest, the 
Alaska Hempfest 2015 will be a three-day 
“protestival” in Alaska.  

The event is a free political and educa-
tional gathering to discuss the legislation 
and policies that will be shaping Alaska’s 
future. Currently the show is still waiting 
to confirm a set date and location.

More information: www.hempfest.org.

Aug. 22-23: The 2015 High Times 
Michigan Medical Cannabis Cup will 
be touching down in Clio, Michigan at the 
Auto City Speedway on Aug. 22-23. The 
event will feature a wide array of vendors, 
live entertainment, VIP options, seminars 
and classes hosted by field celebrities. 

The event is planned to be for attendees 
18 and older. Those that plan on consum-
ing marijuana on site will need a medical 
marijuana card to do so, but a medical card 
is not required to attend. 

Tickets are available now and prices 
vary by level of access. 

More information: cannabiscup.com. 

Aug. 21-23: Hempcon will hit Wash-
ington this summer with a show that will 
feature hundreds of exhibitors, competi-
tions and seminars as the cannabis industry 
floods the Washington State Fairgrounds in 
Puyallup. 

The series will continue with shows at 
the Denver Merchandise Mart on Oct. 9-11, 
and the National Orange Show (NOS) in 
San Bernardino, California on Nov. 6-8.

More information: hempcon.com.

Sept. 9-10: Native Nation Events and 
Indian Country Cannabis Association will 
be bringing the Native American Mari-
juana and Hemp Conference and Expo 
to Harrah’s Resort Southern California on 
Sept. 9-10 in Valley Center, California. 
The conference promises to cover the poli-
cy changes that are allowing Native Amer-
ica to enter into the marijuana industry.

Details on tickets and travel are scarce 
for now, but announcements will surely be 
made in the coming months. 

More information: nativenationevents.
org/conference/native-american-marijua-
na-conference.

Sept. 12-13: Looking to bridge the gap 
between Oregon’s medical and recreation-
al marijuana businesses, the Oregon Med-
ical Marijuana Business Conference will 
be opening its doors at the Hilton Portland 
in downtown Portland this September. 

Showcasing Oregon’s top cannabis in-
dustry experts, the two-day conference 
will provide a platform for those curious 
about joining the community, activists and 
politicians seeking law reform, and prac-
tical knowledge for those who are already 
working in the industry today. 

A limited amount of early bird passes are 
available at $299.  

More information: ommbc.com  
 
Sept. 16-18: The second stop for the 

International Cannabis Association’s Can-
nabis World Congress and Business 
Expo will be at the Los Angeles Conven-
tion Center in California. 

The fall event will host the same inter-
ests as its east coast counterpart with a fo-
cus on industry professionals, lawmakers 
and entrepreneurs.  

The show has booked more than 150 ex-

hibitors and educational partners alongside 
a variety of guest speakers that have yet to 
be announced.  

More information: www.cwcbexpo.
com.

Sept. 29-30: With possibly the biggest 
trade show for smoke shops and head 
shops in the US, the BIG Industry Show 
will be open to attendees on Sept. 29-30 
at the Miami Beach Convention Center in 
Miami Beach, Florida. 

The business-to-business event presents 
a platform for the glass, vape, apparel and 
accessory markets to meet the retailers, 
wholesalers and distributors in the canna-
bis and cannabis friendly industries. 

Registration will be starting soon; tick-
ets and travel information are pending. 

More information: bigindustryshow.
com.  

Nov. 11-13: The fourth annual Marijua-
na Business Conference and Expo will 
hit Las Vegas for a three-day, business-on-
ly event that is expected to have more than 
1,500 attendees, an estimated 125 vendors 
and 70 expert speakers, including dispen-
sary owners, private equity leaders and top 
lawyers. The show will be hosted at the 
Rio Hotel & Casino in Las Vegas.

Consumers and the general public are 
not invited to Marijuana Business Confer-
ences.

More information: mjbizconference.
com

Jan. 14-15: Mark your calendar for The 
Rush Is On, a business seminar, trade 
show and competition scheduled for Janu-
ary 2016. The event will be at the Dena’ina 
Convention Center in Anchorage, Alaska.  

The show is intending to differentiate 
itself from other summer events by focus-
ing on how to open an Alaskan marijuana 
business. Seminar topics include cannabis 
cultivation, tourism, “pot economics” and 
discussions on testing and lab results. 

Tickets are available now and prices 
range from $99 for home growers, to $149 
for boutique growers and to $299 for ac-
cess to all of the show seminars.  

More information: therushison.com.

To submit events for consideration in Mari-
juana Venture’s calendar, send an email to Edi-
tor@MarijuanaVenture.com.

CANNABIS CALENDAR
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ANACORTES, Wash – As one of the 
first cannabis retailers in the nation to be 
built from the ground up, High Society was 
also designed to become one of the biggest 
and classiest retailers in the state. 

After a long search through existing 
retail storefronts and buildings that were 
available for rent, owners Jason and Ma-
ria Kitzman determined exactly what they 
didn’t want their business to be. After care-
ful planning and research, the couple de-
cided their best option was to build a retail 
store from the ground up.

“What we were finding was that there 
were a lot of landlords that just wanted to 
stick it to us,” Jason Kitzman said. “They 
had these crap little locations that they 
wanted three times the amount of rent for 
and we were in a position where we didn’t 
have to do that.” 

The Kitzmans found a three-acre lot in 
Anacortes, Washington and took full advan-
tage of the size of the property. They built 
a 2,000-square-foot, emerald green-colored 
retail space, and dedicated about half of 
the floor plan to allowing customers to re-
lax and visit. The store provides its guests 
with couches to lounge around on, a coffee 
and tea area complete with munchies, and 
hand-picked artwork for customers to pe-
ruse during their visit. 

“I wanted people to walk in and go, 
‘Wow this is really nice,’” Jason Kitzman 
said. “I wanted people to feel comfortable, 
not feel like they’re walking into a jail and 
getting carded or going to this little hole-in-
the-wall that isn’t safe.” 

Additionally, the extra space on the 
property has been zoned for a grow facility 
at some point in the future. If the size of 

High Society weren’t enough to impress, 
the retail operation has also customized the 
interior décor and employee dress code to 
encompass a Roaring Twenties speakeasy 
that reflects the height of luxury from a by-
gone era. 

General manager Rachael Schaut said 
the idea for the décor and dress code was 
dreamt up by the team as a way to make 
their customers feel like they had just 
walked into a general store or speakeasy in 
the ‘20s. 

Schaut and her team at High Society 
have been able to make big-picture design 
decisions for the store, due in part to the 
Kitzmans’ democratic business philosophy.

Schaut said staff meetings have a 
“knights at the roundtable’” approach, 

High Society
Big, spacious retail store makes mark as a ‘real classy joint’
By Patrick Wagner

BUSINESS PROFILES

The High Society staff includes (from left to right) Nikki Mork, Jason Kitzman, Raina 
Burke, Jacob Vaughn, Kylee Morgan, Sam High, Phil Shay and Rachael Schaut.
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Company: High Society
Location: Anacortes, Washington
Employees: 10
Most popular products: 60% flower, 
40% edibles and extracts

>> CONTINUED ON PAGE 16
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BUSINESS PROFILES

where everyone gives their opinions of how 
things run and what changes they’d like to 
see. Schaut said they discuss all topics as 
a team and implement changes everybody 
agrees upon.

“Everything we do is a community ef-
fort,” Schaut said.

The roundtable and steady dialogue 
plays a vital role between the Kitzmans, 
who own and operate a chiropractic prac-
tice in nearby Burlington, and the team at 
High Society.

That management style allows the Kitz-
mans to operate both businesses separately 
without being overwhelmed by the day-to-
day decisions and tribulations 

Now the Kitzmans are ready to begin 
working on their second storefront in Burl-

ington. Jason Kitzman said they will be de-
signing their second location to be an exact 
replica of their Anacortes building, except 
even larger so it can house a shop dedicated 
to ancillary merchandise. 

Schaut said the team is eager to see the 
expansion unfold and new team members 

arrive. 
“It’s the best job in the world with the 

coolest people to work with,” Schaut said. 
“All of us here have to set our alarms to 
leave work everyday because we’ll get too 
caught up and then realize, ‘Oh wait, I’m 
off work.’”    

Clockwise, starting from the top: A wide view of the High Society retail store in Anacortes; 
Moises Mora and Nikki Mork smile for the camera, while Lori Neeley and Sam High work in the 
background; Rachael Shaut shows off some beautiful product. 

<< CONTINUED FROM PAGE 14
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Profile photos courtesy High Society,  Five Zero Trees, Cleo

PORTLAND, Ore. — The focus of Five 
Zero Trees, a licensed medical dispensary 
in Portland, Oregon, remains as simple as it 
is ambitious – to provide its customers with 
the absolute best cannabis possible.

While many businesses make similar 
claims, the owners of Five Zero Trees, Case 
Van Dorne and Joel Jennings, have done so 
on their own terms and without any finan-
cial support from third parties.  

“We’re real blue collar,” Van Dorne said. 
“It’s common for us to work 80 to 100 hours 
a week.”

Jennings and Van Dorne, through a shared 
interest in medical marijuana, found them-
selves working together for another grower 
in 2009. It wasn’t long before they started 
their own grow operation, which quickly 
developed to include a medical dispensary. 

“We’re not contractors by any means, but 

we’re not afraid of hard work,” Van Dorne 
said of getting the retail space ready for op-
eration.

The first portion of that work required 
gutting the location’s outdated doctor’s of-
fice aesthetic, complete with popcorn ceil-
ing and lime green carpet. Everything had 
to be replaced from the floors to the ceiling 
light fixtures. 

“It took about a month of 20-hour days 
and we had some phenomenal help from 
Joel’s brother and friends,” Van Dorne said. 

With an indoor warehouse and two green-
houses, Five Zero Trees grows about half 
the product sold in the dispensary. 

“Currently we have a pretty large-scale 
indoor operation, fully sealed, all Gavita,” 
Van Dorne said. “We run a drain-to-waste 
system with a synthetic/organic hybrid sys-
tem.

“Five Zero Trees has been trying to ex-
pand and increase our production and while 
doing so it has also been trying to lower cost 
of production to try and provide more af-
fordable price meds,” Van Dorne said. 

Jennings and Van Dorne spend a great 
deal of time trying to find the next strain 
that is worth adding to the operation. The 
growers have a 20-light setup dedicated to 
seedlings. After three separate trials, new 
strains are either accepted or thrown to the 
wayside. It’s a tedious process, but one the 
founders believe in. 

“Our motto is, ‘Do today what could be 
done tomorrow.’” Van Dorne said. “It’s a 
fine balance, especially trying to regulate 
between our workload and family life. 
We’ve got some fairly tolerant women in 
our lives.”

Five Zero Trees
Blue collar work ethic drives business owners
By Patrick Wagner

BUSINESS PROFILES

Budtender Erin 
Perry shows 
off some of 
Five Zero Trees’ 
product at 
its Portland 
dispensary.

Company: Five Zero Trees
Location: Portland, Oregon
Employees: 20
Details: One dispensary, one indoor 
grow facility and two greenhouses
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ARLINGTON, Wash. – The owners 
of Cleo have been busy. The 10-person 
company responsible for Sensi Sweets Ed-
ibles, Omega Concentrates and the soon-
to-launch Omega Cannabis Company has 
been hard at work transitioning from a 
medical operation to a recreational one. 

The company started in 2011. Once the 
opportunity for recreational sales came 
into effect, the group shifted gears to 
switch over to the state-regulated system.  

“One owner had the genetics, another 
had the building and another owner had 
the engineering knowledge,” Cleo spokes-
man Eugene Frid said. “I think a lot of the 
I-502 producers are ex-medical producers. 
At least the good ones are.”

Frid said that the company doesn’t just 
rely on its own yield as a Tier 3 producer. 
Cleo has been operating as a processor for 

numerous other producers in the area.
Over the course of its four-year lifespan, 

Cleo has aligned itself with some of the 
top extractors in the industry, Frid said.  

“We have pretty much the two best ex-
tractors around. The first one is Farmer Joe 
(Parker) from Peace Oil. He’s a 19-time 
cup winner,” Frid said. “We also have the 
extraction team from A Greener Today, 
which also has 19 cups under their belts.”

With so many accolades, Cleo has po-
sitioned Omega Concentrates to remain 
in the limelight for the foreseeable future. 
Meanwhile, the Sensi Sweets Edibles 
brand is also transitioning toward the rec-
reational market. 

Frid said Sensi Sweets Edibles was a 
considerably different company back in 
2013, when it only offered two different 
products. Cleo built the medical marijuana 

edibles company to supply nearly 40 items 
for the medical community.  

Now Sensi Sweets Edibles is gearing 
up to bring its award-winning lemonade 
brand to Washington’s recreational stores 
this summer. Cleo plans to bring a mix 
of old and new products offered by Sensi 
Sweets Edibles over the coming years to 
the recreational market, including its Café 
Vita iced coffee beverage. 

The third branch of Cleo is also on the 
horizon, with Omega Cannabis Company 
preparing to ship flower to Washington’s 
licensed retail stores.

Cleo
Sensi Sweets Edibles products set to hit recreational market
By Patrick Wagner

BUSINESS PROFILES

Cleo’s Apollo OG strain.

Company: Cleo
Location: Arlington, Washington
License: Tier 3 producer/processor
Employees: 10
Cultivation methods: Soil-based 
indoor grow facility

Will your business be next?
Interested in having your business 
profiled in Marijuana Venture? Each 
month, magazine staff will feature 
different growers, retailers and 
specialty businesses in a short profile 
section. For more information, or to 
pitch a company to be featured, send 
an email to Editor@
MarijuanaVenture.com.
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PRODUCT SPOTLIGHT

Spotlight photos courtesy Solaridy, AgriAir, Grow
stone, Centurion Pro

Solaridy LLC
A Florida-based company recently un-

veiled a new system that allows commer-
cial cultivators to save space and resourc-
es by growing cannabis vertically. 

The CropTower vertical cultivation sys-
tem, made by Solaridy LLC, uses recycled 
water, state-of-the-art growing technol-
ogies, powerful LED grow lights and ad-
vanced fertilization techniques to reduce 
the environmental footprints of commer-
cial grow operations, CEO Doug Fyvolent 
said. 

Fyvolent said the vertical system can 
result in waters savings of up to 90%. 
The relatively small footprint of the Cro-
pTower can hold up to 90 plants, which 
could allow operations to expand by up 
to three times their current production in 
the same floor space, he added. 

As much of the West Coast faces the 
uncertainty of drought, particularly in 
California, water-saving technologies will 
be key for growers that might face strict 
regulations and high water costs. 

“Our CropTower technologies exceed 
the stringent requirements necessary 
to meet the demand for indoor canna-
bis cultivation,” Fyvolent said. “By com-
bining technology, green processes and 
computerized control systems, we devel-
oped a grow that ensures not only will 
it outperform existing techniques, but is 
totally monitored by security teams both 
in-house and remotely 24/7.”

Licensed growers may qualify to have 
a custom-built system installed at no up-
front cost, through Solaridy’s leasing pro-
gram. 

“Our equipment leasing program con-
sists of a turn-key, professionally-in-
stalled system designed to fit your exact 
floor space,” Fyvolent said. “We will train 
your personnel to operate and maintain 
the equipment with lease payment based 
on production overage.”

Each CropTower unit is a minimum of 
10 feet tall and requires a square floor 
space of seven feet by seven feet. 

Solaridy was founded in 2013 with 
a goal of introducing environmental-
ly-friendly products that enhance the 
ability of commercial cannabis growers 
to produce high-quality crops while wast-
ing less natural resources. 

More information: www.solaridy.com.
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PRODUCT SPOTLIGHT

AgriAir
AgriAir Equipment is aiming to shift 

the mindset of indoor gardeners using 
chemicals to prevent common fungal, 
odor and bacterial issues. AgriAir puri-
fiers utilize state-of-the-art photo-hydro 
ionization technology to effectively con-
trol and destroy mold, odor, virus, bac-
teria and bio-contaminants in enclosed 
grow spaces. 

The purifiers are a new line of prod-
ucts created by Omnitec Design that are 
specifically engineered to purify air and 
sanitize surfaces for indoor garden and 
greenhouse applications. Test results 
show that mold and mildew are elimi-
nated, grow spaces smell fresh and bio-
logical contaminants are effectively con-
trolled, the company said. 

The products are designed and manu-
factured in the Seattle area. A newcom-
er to the gardening industry, AgriAir has 
been expanding distribution points in 
the United States and Canada since Jan-
uary. The innovative new product line 

offers new technology to promote or-
ganic gardening practices by helping to 
eliminate the use of chemicals. Ever-ex-
panding regulations and challenging re-
quirements necessitate a preventative 

approach to addressing these concerns 
in all phases of indoor commercial gar-
dening, the company said. 

More information: www.agriairequip-
ment.com.

GS-1 Hydro Stones
Manufactured with recycled glass, 

Growstone GS-1 Hydro Stones are an ef-
ficient growing medium for a wide vari-
ety of vegetables, herbs, fruits and flow-
ering plants. The GS-1 Hydro Stones can 
be used in systems ranging from simple, 
manually-irrigated containers to more 
advanced automatic-drip containers, 
ebb-and-flow systems and nutrient film 
technique (NFT) tables. 

Growstone mediums are engineered 
to provide an effective ratio of aeration 
and moisture to any hydroponic system. 
While other substrates maximize either 
air or moisture, the GS-1 Hydro Stones 
are designed to allow for both moisture 
absorption and drainage. They hold 
three times more water and 12% more 
air than some leading competitors, the 
company said. 

GS-1 Hydro Stones offer easy control 
of root zone moisture content to allow 
for a high degree of control. Growstone 
mediums are reusable, extremely light-
weight and “green” — they are made 
from recycled landfill glass using a pat-
ented “foam glass” manufacturing pro-
cess. 

Growstone Inc. is a U.S. manufacturer 
of products for the horticulture and ag-
riculture industries. Its products, which 
include a variety of Earth-friendly sub-
strates and top-dressings, are available 
at retail outlets nationwide. 

More information: www.growstone.
com.





The Gladiator
While engineering a prototype trim-

mer, Centurion Pro’s R&D staff was so 
impressed by the machine’s sheer mus-
cle, they nicknamed it “The Gladiator.”

The name stuck and the compa-
ny believes it has one of the toughest 
trimming machines in the industry. 
According to Centurion Pro, the dou-
ble-barreled Gladiator is capable of 
making 75,000 cuts per minute and re-
placing up to 40 employees. 

It can trim up to 24 pounds of dried 
buds per hour (or 125 pounds wet), the 
company said. 

The Gladiator’s output comes from 
the Baldor motor that powers the cut-
ting reels and tumbler drums on each 
unit. It also features a powerful, four 
horsepower leaf collector that provides 
3,000 cubic feet per minute of suction 
power for each barrel. 

The Gladiator machines also include 
one of the largest folding hoppers avail-
able in the industry. The machine was 
developed to handle commercial-scale 
jobs, while maintaining a small foot-
print. The trimmer can be set up to op-
erate in a 10-foot by 10-foot room with 
plenty of space to spare. The Gladiator 
is 27 inches tall, 25 inches wide and 30 
inches long. 

Centurion Pro, which is based just 
outside Vancouver, British Columbia, 
was began operations in 1997.  

Centurion Pro currently has 16 em-
ployees that make up its sales, market-
ing, manufacturing, R&D and corporate 
team. Customers can contact Centurion 

Pro directly or through its distributors 
in the United States, Canada and Aus-
tralia. The company also plans to break 
into the European market by the end of 
the year. 

More information: www.cprosolu-
tions.com.

PRODUCT SPOTLIGHT
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3tLink
Licensed marijuana business own-

ers and employees in Washington 
can interact with each other through 
a new social media networking site 
called 3tLink.com.

The site is free and only open to 
business owners and employees, so 
there are no third-party vendors or 
ancillary businesses seeking to land 
new customers. 

The website launched in June.
With the advent of social media, 

the Internet has become crowded 
with every sort of business and adver-
tisement imaginable. 

While Facebook, Instagram and 
twitter were all started as social me-
dia networks for everybody, 3tLink.
com was designed for the sole pur-

pose of serving the recreational can-
nabis industry. 

On the site, producer/processors 
can build company profiles to include 
wholesale menus, product photos 
and contact information.  

Participating retailers can have ac-
cess to an unlimited number of prod-
ucts to line their store shelves. Instead 
of fielding dozens of phone calls and 
scheduling out appointments with 

producers, retailers can scroll through 
profiles and contact the producers 
they are interested in directly. 

More information: 3tLink.com

Have a product or service aimed at 
the cannabis industry? Send press re-
leases, product spotlights and photos 
to Editor@MarijuanaVenture.com for 
consideration. 





“So I really still live that life, I’m on a solar power goat 
ranch in New Mexico and that’s who I am,” Doug Fine.  
Doug Fine, author of  Hempbound and Too High To Fail.
Source: Interview with Marijuana Venture

“There are places where there are forms already filled 
out with a doctor’s signature. So you go, you say that you 
need marijuana because your ear hurts, they fill out the 
form, you prescribe it yourself and with the signature of 
a doctor. This is brutal hypocrisy.”
Uruguay President Jose Mujica, on the medical marijuana laws that nearly 
half the U.S. has adopted. Source: The Associated Press

“Carrying through with efforts to prevent the store from 
opening had the potential for a protracted legal battle 
that could, conceivably, end up in the U.S. Supreme 
Court. And the city taxpayers would be footing the bill.” 
The Omak-Okanogan County Chronicle editorial regarding the Omak City 
Council’s decision to drop the fight over allowing The Sage Shop, a licensed 
cannabis retailer, to open. 

“If he had his way, what (Raphael) Mechoulam regards 
as the often irresponsible silliness of recreational pot 
culture would give way to an earnest and enthusiastic 
embrace of cannabis — but only as a medical substance 
to be strictly regulated and relentlessly researched. 
‘Right now,’ he complains, ‘people don’t know what 
they’re getting. For it to work in the medical world, it has 
to be quantitative. If you can’t count it, it’s not science.’”
National Geographic story regarding Israeli organic chemist Raphael 
Mechoulam and his research into the science of cannabis.

“We are the premier name brand in the entire world.” 
Mary Ann Lyons, owner of Sunboldt Farms, speaking at a Humboldt 
County meeting with state officials about the future of marijuana 
legislation. Source: The Santa Rosa Press Democrat

Blowing smoke
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First, I’d like to say I enjoy your magazine 
and your staff for being on the front lines of 
our ever-changing cannabis industry. How-
ever, I am writing you today as I felt put-
off by the cover of the June 2015 issue of 
Marijuana Venture magazine, in which two 
nice-looking business people are standing 
in front of a Ferrari. I feel the picture is a 
gross misrepresentation of our industry, and 
re-enforces a layman’s view that we are all 
rich drug dealers as opposed to hard-work-
ing middle-class Americans. 

Sure, I see where you were coming from 
to choose the picture, in that we are profes-
sional business people. But I don’t believe 
that is what the picture is representing what-
soever. To me I see it and think it represents 
smug, outside investors that are coming in 
and creating the face of the industry. I per-
sonally work with over 20 recreational shops 
and help manage a 15-employee grow, and I 
am confident that most would not support 
the imagery of Ferrari-driving folks as the 
“new look of marijuana.” 

I will certainly get over the image and 
won’t take it as an insult, but I did want 
to write in my honest opinion and hope it 
reaches the right set of eyes. We are all deal-
ing with growing pains … keep up the good 
work but please stay grounded as we grow 
and evolve this industry together! Thank 
you for your time.

PHIL SEDA
SKY HIGH GARDENS

SEATTLE, WASHINGTON

Phil,
Thanks for writing. We at Marijuana Ven-

ture love to get letters and emails from our 
readers, and we look at all of them. To be 
honest, we did discuss the Ferrari, and went 
back and forth on the merits of using it and 
the image it projects. 

In the end we figured we’d use it simply 
because it was sexy and symbolic of suc-
cess. We really didn’t want to portray the 
“Miami Vice” drug dealer image, but rather 
hoped that it would be seen simply as some-
thing that was obtainable — even if a bit un-
realistic — in the current marijuana industry 
with some hard work and focus.

Maybe we should have used a BMW or 
Mercedes-Benz instead?

GREG JAMES
MARIJUANA VENTURE PUBLISHER

LETTERS TO THE EDITOR

Ferrari misrepresents 
look of cannabis industry





MARKET WATCH
POWERED BY 

A look at business metrics 
from the legal cannabis 

market, with information 
provided by Tetratrak.com
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* Colorado had not released tax revenue information for April or May as of press time. 
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Washington Packaging Breakdown
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Wholesale vs. Retail

Price per gram of cannabis flower by month in Washington’s licensed recreational market. 
Prices averaged $31.25 per gram retail and $18.66 wholesale when the market opened, 
but have fallen to $13.68 retail and $4.57 wholesale according to the most current data.
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DREAMLiving the Marijuana Venture sought out a 
group of professionals to tell the 
trials and tribulations of everyday 
life in the legal marijuana industry. 

You’ve probably heard of Char-
lo Greene. Many locals say she 
put the Alaska cannabis industry 

on the map. However, I would say the 
legendary cannabis strain Matanuska 
Thunder F**k put us on the map. It was 
this plant that germinated my dream.

When attending the University of 
Alaska Anchorage, I lived like any other 
college student on a tight budget. Even 
though our grocery list consisted of ra-
men and PB&J’s, buying weed got ex-
pensive. 

While making ends meet and finding 
ourselves, marijuana helped us attain 
both, and we began to grow in more 
ways then one. As it turned out, we 
grew some quality bud. It was reward-
ing to create something amazing from 
such a small seed.   

It was after graduation I felt the soci-
etal pressure to get a “real job.” Having 
your bachelor’s in business and waiting 
tables doesn’t add up. So I put myself on 
the market and landed a state job. I was 
bounded by bureaucracy and surround-
ed by gossiping hens. I started to envi-
sion myself in this office 10 years down 
the road and promptly decided the cubi-
cal life was not for me. I quit. 

I found myself selling alarm systems 
from Honolulu to Huntsville. While it 
was better than office life, something 
still wasn’t right. Fast-forward to 2013, 
when a clipboard-holder outside of REI 
asked me to sign a petition to “regulate 
marijuana like alcohol.” 

I signed the petition and didn’t think 
about it again — until Proposition 2 
was born. Then I followed closely as the 
campaign unfolded. On Nov. 4, 2014, I 
watched the election results come in 
and I knew. I knew this was it. I could 
turn my dream into reality — creating 
my product from seed and growing it 

into a business and not only that. I could 
pioneer a new industry. 

I took off running. I had (and still 
have) a lot to learn, but with such limit-
ed resources in Alaska, I traveled south 

to get my finger on the pulse. I attended 
the 2014 National Cannabis Industry As-
sociation (NCIA) extraction symposium 
in Denver. In preparation for the recep-
tion party I got dressed in jeans and a 

Greenfield
LLC

Thomas Craig
Anchorage, Alaska

Prospective cultivator

Living the Dream
 photos courtesy Thom

as Craig, W
endy Rall



LIVING THE DREAM

“I feel a bit weird,” I said to my 
colleague, as I was about to 
post my first cannabis design to 

my Facebook page.
He looked up from his computer. 

“Don’t worry.” 
“I think about my family back east, 

especially the older ones, and some 
of my friends. What will they say 
when they see these cannabis related 
posts?” 

My finger hovered over the return 
key.

“This is what you do, and what you 
have been doing for the last 30 years. 
Your designs will help businesses be-
come more successful, like they always 
have, but now it’s in a different indus-
try. Just post the design.”

I took a deep breath and hit the re-
turn key. 

In the beginning, I didn’t actively 
seek clients. They found me. My first 
client, Rick Masters from Nova Vape, 
was looking for someone with a wid-
er range of experience, someone who 
was not a cannabis-specific designer. 
He wanted me to create a brand identi-
ty, and packaging for his product, that 
would be unique from what already 
existed on the market. Masters was 
hoping to work with someone mature, 
reliable and professional. We were a 
great fit from the start.  

One of the hurdles I encountered, 
upon entering the legal cannabis in-
dustry, was peoples’ perception of 
cannabis. In spite of the general pub-
lic’s increasing acceptance and aware-
ness of cannabis use, the stigma as-
sociated with it prevails. At first I was 
worried about what my family and 
friends would think, but then I realized 
that I could be part of the solution. By 
creating professional images for can-
nabis products and services, I could 
contribute to the improvement of the 
industry’s overall image, transforming 
negative into positive.

Budd 
Branding

Wendy Rall
Winchester, Calif.

Visual design

pressed, button-down shirt. 
When I arrived, I felt grossly under-

dressed, encircled by men in suits and 
smartly dressed women. I was a little 
unnerved by the situation (because I ste-
reotypically assumed everyone would 
be wearing Grateful Dead T-shirts and 
Birkenstocks), but I began to mingle. 

The conversation was exciting. These 
were passionate professionals pioneer-
ing a new industry that they love. Ev-
eryone was eager to explain their niche 
in the industry and network with me. 
I made a lot of great connections. The 
best part was that I could relate to these 
people. I thought, “This guy is just like 
me!” Quite the opposite of working in 
an office thinking, “Shut up, shut up, 
shut up …” 

Since then I have attended numerous 
conferences and expos. In March, I trav-
eled to Seattle for the NCIA Cultivation 
Management Symposium. It was eye 
opening. 

It dawned on me then that this was 
not going to be an easy task, as many 
cultivators forewarned about the impor-
tance for sustainable approaches and 
the many issues they experienced with 
heavy taxation and local bureaucra-
cy. I was near-sighted with the already 
daunting task of writing a business plan, 
creating standard operating procedures, 
researching commercial grow systems, 
cost analysis, budgeting and on and on 
and on. This is not for your stereotypical 
pothead. 

You cannot do it from your couch and 
it isn’t a couple of plants in your base-
ment. Attending these conferences have 
humbled me, yet enabled me the sup-
port and guidance to pioneer this indus-
try back in Alaska.

While Greenfield LLC has a lot more 
work to do (along with the state Legis-
lature), I am excited to be a part of this 
once-in-a-lifetime opportunity. Recent-
ly, the Alaska Cannabis Institute pre-
dicted that in the first full year of rec-
reational sales (2017), there will be an 
estimated $80 million wholesale mar-
ket. The market is here for us. If the tiny 
Matanuska Thunder F**k seed from the 
quaint town of Wasilla, Alaska can be-
come legendary, we can too.

Support the dream.
Find your Greenfield.

Thomas Craig is co-owner of Greenfield LLC 
(www.greenfieldalaska.com) and is currently 
pursuing a cultivation license.

Wendy Rall is a professional graphic de-
signer with more than 30 years experience. 
Now based in California, she owns and op-
erates Budd Branding, a boutique design 
studio (www.buddbranding.com).

Are you interested in contributing to 
Marijuana Venture’s ‘Living the Dream’ 
section? Email Editor@MarijuanaVenture.
com for more details. 

Two package designs created by Wendy Rall’s 
company, Budd Branding.
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LONG ROAD TO 

RETAIL
THE PROLOGUE: This is the first part of an ongoing series 
by Marijuana Venture about Colorado Leaf and its owners, 
Keith and Brett Sprau, and the challenging process of 
starting a cultivation business. Story by Garrett Rudolph.
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The end of Colorado’s vertical integra-
tion requirements opened an entirely 

new avenue for the Rocky Mountain can-
nabis industry, allowing businesses to fo-
cus their efforts solely on cultivation or 
retail.

The 70% stipulation sunsetted in Octo-
ber 2014, paving the way for a business 
plan for a young, Pennsylvania native 
with a background in business manage-
ment and no previous experience in the 
marijuana industry. 

Over the course of a 12-month stretch, 
Keith Sprau quit his job, recruited his 
brother, Brett, to be his business partner, 
applied for and received a license from 
the state’s Marijuana Enforcement Divi-
sion, and raised more than a million dol-
lars in capital. 

Colorado Leaf was born. 
But the Sprau brothers’ journey from 

concept development to breaking ground 
on their state-of-the-art greenhouse culti-
vation facility is only the prologue of an 
epic undertaking. Colorado Leaf could 
still be at least six months from harvesting 

The first year: Little to show but hopes and plans

At left: Keith (left) 
and Brett Sprau 
pose for a photo 
after receiving 
their license 
from Colorado’s 
Marijuana 
Enforcement 
Division earlier this 
year. While they 
bring various skills 
to the business, 
neither Keith 
or Brett Sprau 
come from a 
marijuana-related 
background, giving 
them a fresh set 
of eyes. Above: 
an aerial view 
of the Colorado 
Leaf farmland and 
the future site of 
the company’s 
greenhouse. 

>> CONTINUED ON PAGE 40
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Photos courtesy Brett
 and Keith Sprau; Greenhouse renderings courtesy N

exus 

its first crop, and any number of challeng-
es that lay ahead for the brothers could 
still derail well-laid plans. 

PLANNING
The Colorado Leaf team broke ground 

on its 17,000-square-foot Nexus green-
house facility on May 26, just over a year 
after Keith Sprau first began working out 
the idea of jumping into the turbulent can-
nabis waters. 

Sprau, now 32, had moved to Colorado 
in 2011 with two of his best friends. One 
of his friends was intent on becoming a 
part of the burgeoning industry of regu-
lated medical marijuana. 

“I told him he was crazy, there’s no 
way it will happen and laughed the whole 
drive across the country,” Sprau said. 

But when Colorado’s recreational mar-
ket opened on Jan. 1, 2014, Sprau found 
himself caught up in the cannabis fever 
that attracted so many business-minded 

people from so many walks of life. He 
had grown up in Northeastern Pennsylva-
nia, graduating from Penn State Univer-
sity with a dual business degree in mar-
keting and management. He earned good 
money working in the corporate world, 
but he became intrigued by the cannabis 
space.

“A co-worker and I started to visit dis-
pensaries to see what the fuss was about 
and we were surprised by the demograph-
ics of the clientele,” he said in an email to 
Marijuana Venture. “It wasn’t just hippies 
with dreads. It was everyone. Prices were 
outrageous, the lines were ridiculous and 
the taxes were out of this world!”

At the time, Colorado’s cannabis indus-
try was operating under the requirement 
of vertical integration. Retail stores had to 
grow 70% of their own product they sold. 
The removal of that requirement, which 
took effect in the fall of 2014, brought 

all Sprau’s festering business ideas to the 
forefront of his mind and he set his sights 
on a straight cultivation business model. 

“No store fronts, no hassle of the FDA, 
no bums harassing your workers, nothing 
… just straight cultivation,” he said. “My 
mind started to race and the ideas were 
popping up daily.”

He quit his job in August and moved to 
Pueblo, where he was leasing a farm, then 
took a cultivation seminar at Oaksterdam 
University, where he would meet some of 
his eventual investors. 

Realizing the overwhelming workload 
he had undertaken, Keith Sprau recruited 
his younger brother in September. 

Brett Sprau was fresh out of law school. 
He had just passed the Pennsylvania bar 
exam. He had spent years in school, as 
well as hundreds of thousands of dollars 
on tuition without ever practicing a day 

<< CONTINUED FROM PAGE 38
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PRICES WERE 
OUTRAGEOUS, 

THE LINES WERE 
RIDICULOUS AND 
THE TAXES WERE 

OUT OF THIS 
WORLD!

Concept diagrams of the 
Colorado Leaf greenhouse 
that is in the process of 
being built.



PREMIUM. ALL-NATURAL. ORGANIC.

YOU CAN’T BEAT BIOCHAR

Consistent quality from small batches 
to large-scale commercial quantities

Ready-to-plant soil blends increase 
yields, while saving time and money 

Long-lasting moisture and nutrient 
holding ability works indoor and outdoor

Bulk loads shipped weekly throughout  
Washington, Oregon and Colorado 

970-281-7907
MillerSoilsLLC.com

Louis@MillerSoilsLLC.com
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of law. 
“Within minutes I had him convinced 

to pack his bags and move to the farm,” 
Keith said. 

OPERATIONS
Colorado Leaf received its license from 

the Marijuana Enforcement Division on 
April 27, but the company remains miles 
away from putting its first plants in the 
ground. 

According to the general contractor, the 
build-out will take about 14 weeks, de-
pending on the weather, Keith Sprau said. 
That would put completion sometime 
around the first week of September. If ev-
erything goes smooth with the MED’s fi-
nal inspection, Colorado Leaf could have 
its first plants growing sometime around 
October. 

However, acquiring plants could be 
a hurdle in itself. Because of Colora-
do’s seed-to-sale tracking requirements, 
companies are forbidden from acquiring 
clones or seeds from outside the state’s 
regulated system. That means the Sprau 
brothers will have to obtain their genetics 
from another licensed producer — one 

who might see Colorado Leaf as com-
petitor. Competition aside, accomplished 
breeders tend to be quite protective of 
their strains. 

Plant acquisition is probably the biggest 
challenge Colorado Leaf faces before the 
real work of growing cannabis can begin. 

However, the company has already 
tackled each challenge that’s come along. 
Investors and business partners have 
come and gone. Part of the process has 
been finding an investment team that 
views the business through the same lens 
as the operations team. 

“We started with the idea of starting 
small,” Keith said. “We realized there are 
already a lot of big players in the industry 
right now. Don’t get me wrong, you can 
jump into this as a small fish in the pond, 
but realistically, if you want to get your 
name and your brand established, you 
have to go bigger than (our initial inves-
tors planned).”

They finally found investors that agreed 
with their “build big or go home” philos-
ophy and signed off on a build-out that 
could be in the range of $1.5 to 2 million, 
including the initial purchase of clones. 
That allowed the Spraus to focus on a 

long-term plan, rather than getting the job 
done fast and cheap. They’re building a 
state-of-the-art greenhouse to take advan-
tage of nearly 300 days of sunshine a year 
in Pueblo. 

Instead of using traditional HID bulbs 
that send electricity costs soaring, they’ve 
spent about $150,000 on LEDs for sup-
plemental lighting. The upfront cost with 
the greenhouse/LED setup is substantial-
ly higher than a warehouse outfitted with 
HIDs, but Keith said he thinks it will be 
better in the long run, both in terms of 
environmental footprint and operating 
costs. 

“People call it a ‘green’ industry, but 
they don’t really treat it green,” Keith 
said. 

His goal is to keep production costs 
as low as possible — somewhere in the 
range of 74 cents a gram — while still 
producing top-shelf quality cannabis. 

“I think that’s a pretty good starting 
point considering people have been doing 
this for years trying to figure this out,” he 
said. “Our approach was that if we’re go-
ing to do this, we’re going to do it right. 
We’re not going to produce B+ grade 
products. We’re going for top of the line.”

<< CONTINUED FROM PAGE 40
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PANDA



MONIUM!
Washington’s top-selling producer, Grow Op Farms, 
has been selling Phat Panda products like crazy, and 
could have the state’s first $1 million month. 
Story and photos by Garrett Rudolph 
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For years in the music indus-
try, record sales were charted 
through phone calls and con-
versations with music stores. 
The widely-believed assump-

tion was that rock and roll topped the 
charts. It wasn’t until the industry started 
tracking records directly based on sales 
that the true pecking order — with country 
western at the top — came to light. 

The same analogy can be made of the 
cannabis industry, where so many num-
bers and reports tend to be anecdotal in 
nature, rather than based on facts. That is, 
until recently, as Washington’s seed-to-
sale tracking and programs such as Tetra-
trak reveal the true sales and production 
numbers of every licensed marijuana busi-
ness in the state. 

And what that data shows is that Grow 
Op Farms is absolutely dominating the 
Washington market. 

The Spokane Valley-based producers of 
the wildly popular Phat Panda brand have 
sold nearly $3 million dollars of cannabis 
in the past six months. 

Grow Op Farms was the top-selling 
producer/processor in the state for a four-
month stretch between February and May 
(June results had not been released as of 
press time). 

In April, Grow Op finished the month 
just shy of a $1 million milestone. Its 
$946,000 in sales was more than the next 
two companies combined. 

BMF Washington, which produces the 
Liberty Reach brand, sold $471,000 of 
product, while DB3, of Zoots fame, sold 
$458,000 of product. 

Despite being operational for just six 
months, Grow Op Farms ranks third in 
the state for total revenue since Wash-
ington’s recreational market launched in 
July 2014. Co-founders Rob and Katrina 
McKinley say the Grow Op team is big-
gest reason they’ve been able to grow so 
rapidly, with the quality of their product 
and their marketing and brand creation as 
other significant factors in their success. 

The McKinleys brought a wealth of 
entrepreneurial experience to the grow, 
but had never been directly involved in 
the marijuana business. In addition to a 
wide range of other business ventures, 
the McKinleys own a successful market-
ing company, which lent its name — Phat 
Panda — to the company’s flower brand. 

The McKinleys say they’ve been lucky 
>> CONTINUED ON PAGE 48

Grow Op Farms Vice President Andrew 
Guy monitors the cannabis jungle at 

the Spokane Valley grow site.
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many times in their lives, choosing the 
right path and picking the right people to 
align themselves with. It seems Grow Op 
Farms follows in that lineage. 

“I always look at things from a business 
perspective,” Rob McKinley says. “If you 
could have been Jack Daniel’s when they 
removed the prohibition on alcohol, then 
you should probably make some whiskey.”

And so it goes following the end of can-
nabis prohibition in Washington that the 
McKinleys figured they should start grow-
ing marijuana. 

THE RIGHT HIRES
McKinley points at two hires that were 

absolutely crucial for Grow Op’s success. 
The first and most important was An-

drew Guy, the vice president of operations 
and master grower of Phat Panda. 

In terms of his growing knowledge and 
expertise, Guy “passed the sniff test,” 
McKinley says. He was confident Guy 
could handle the enormity of a full-size, 
commercial grow operation. 

Plus, Guy’s contacts within the industry 
allowed management to build a team un-

derneath him that was up to the challenge. 
“Some of our best employees came 

from Andrew’s knowledge and contacts in 
the industry,” McKinley says. 

Guy probably isn’t the typical “master 
grower.” He started learning cultivation 
techniques years ago from a relative, but 
he also has a degree in economics and an 

understanding of how to make a cost-ben-
efit analysis. 

There’s a level of trust between Guy and 
McKinley that’s necessary when it comes 
to equipment and capital expenditures. 
McKinley tells people he’s never said 
no to Guy. One of the first questions that 

>> CONTINUED ON PAGE 50
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The plants require almost non-stop 
maintenance. Below: CEO Rob 
McKinley is engulfed in green.  
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Photos by Garrett
 Rudolph

came up between them was about the type 
of lighting they were going to install in the 
flower rooms. They weighed the merits of 
a cheaper light at $250 apiece or a more 
expensive light at $400. 

“When you’re buying lights for a single 
room, it might not be that big of a deal,” 
McKinley says. “When you’re buying a 
train car of them, that was a big decision.”

They went with the more expensive 
light — a decision that seems to have 
paid off considering the yields they’ve 
achieved. 

“I’m certainly able to objectively look 
at what things cost, what the potential re-
turn is and make the best decision for us 
as to whether that’s something we need to 
do,” Guy says. 

The second key hire was bringing in 
Garrison Smith as a staff designer. 

McKinley calls Smith the best designer 
in the industry, which warranted Grow Op 
to bring him in-house and keep him away 
from other competitors. 

Smith is responsible for the label de-
signs that are one of the most recognizable 
aspects of Phat Panda. Whether it’s the 
Granddaddy Purple, the Golden Pineapple 
or the OG Chem, each strain has a unique, 
eye-catching label that sets it apart from 

the vast majority of the industry. 

MARKETING AND BRANDING
With the McKinleys’ background in 

marketing, it stands to reason that Grow 
Op Farms would put a heavy emphasis on 
establishing a brand that would stand out 
in Washington’s crowded cannabis mar-
ketplace. 

Not only did the packaging have to 
stand out to potential consumers, but it 
was also the first step in getting Phat Pan-
da on retail shelves. 

“I would say that the packaging was 
very important to getting our product test-
ed by the store owners,” Rob McKinley 
says. “When we would drop off samples, 
typically there was a basket with 50 other 
samples in it. Having glass (jars) and a re-
ally cool presence or label got our product 
tested first. All of our flower is packaged 
in glass. I believe we were the first to do 
this. Because of the labels and glass jars, 
our shelf presence is undeniable. When 
you walk into a retail store our products 
will be the first to catch your eye.”

The company’s original plans were to 
go a co-branding route, where the farm 
would grow the product, but it would be 
branded for each individual store. 

>> CONTINUED ON PAGE 52
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During the week leading up to 4/20, Grow Op Farms employees rolled 17,000 joints, while the 
company sold about 80,000 grams of flower. 
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However, the Phat Panda prototypes 
were an instant hit among Grow Op’s 
employees. The name came from a les-
son McKinley took from one of his early 
mentors — use an animal if you want to 
create a memorable, catchy brand. Thus 
Grow Op Farms utilized Phat Panda for 
its flower products and Sticky Frog for its 
concentrates. 

Katrina McKinley came up with the 
idea of using mug-style glass jars during a 
trip through Hobby Lobby. 

While the jars might be more expensive 
than the typical plastic bags most produc-
ers use, the glass helps separate Phat Pan-
da from many of its competitors. 

McKinley describes one instance where 
a retailer specifically requested his ship-
ment in plastic bags. Grow Op Farms 
granted the special request, but in the 
hustle and bustle of putting the shipment 
together, packaged the flower in glass jars 
just like every other shipment. 

Originally, McKinley and his team were 
apologetic for the mix-up. But within a 
couple weeks, the glass jars were flying 
off the shelves and the retailer completely 
reversed his stance. 

The glass jars and catchy packag-
ing have also created a collectible craze 
among some consumers, McKinley said. 
He regularly hears comments from people 
that they are trying to collect every jar, or 
that they save the bigger mugs to reuse as 
drinking glasses. 

The packaging is crucial for getting con-
sumers to buy Phat Panda products in the 
first place, but getting them to keep com-
ing back for more is a factor of quality, 
McKinley says. 

“Cool packaging might lead people to 
buy a product once, but if they’re not sat-
isfied with the product, they’re not going 
to keep buying it,” McKinley says. 

McKinley says he believes Grow Op 
Farms grows the best cannabis in the state. 

But, then again, everybody in this indus-
try says that, right? 

“If our product weren’t the best in the 
state, then the retailers wouldn’t call back 
after we drop samples and the customers 
wouldn’t become repeat buyers,” McKin-
ley says. 

EMPLOYEES
Guy says the employees of Grow-Op 

Farms are what make Washington State’s 
largest cannabis producer successful. 

Without having the right staff in place to 
manage all aspects of the garden, as well 
as the trimming, processing and packaging 
needs, Phat Panda wouldn’t be what it is 
today, he says.

The business currently has about 40 
full-time employees and 27 part-timers. 

“A lot of the employees really enjoy 
working with the marijuana,” Katrina 
McKinley says. “They love it. Not only do 

we try our best to treat them well, but they 
like their work. They want to be there, 
because they like what they’re doing. It’s 
awesome that they get the opportunity to 
do something they used to have to hide in 
their house to do and now they can actu-
ally do it for work and get paid to do it, 
legally.” 

The attrition rate has been extremely 
>> CONTINUED ON PAGE 54
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The tops of Phat 
Panda jars. 
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low since Grow-Op Farms began operat-
ing. That’s been crucial in getting every-
body up to speed and on the same page, 
Guy says. 

The company has been able to retain the 
bulk of its work force by taking care of the 
employees. 

“We treat them well, and in turn recipro-
cate with their time and energy,” Guy says. 

Grow-Op Farms’ lowest-paid employ-
ees make at least $12 an hour, while many 
make $15 an hour or more, plus the possi-
bility of overtime during especially busy 
times.

The entire management team has the 
option for an ownership stake written into 
their contracts, and every employee is el-
igible for profit sharing. Rob McKinley 
says 4% of the net profit at the end of the 
year is set aside for bonus dividends for all 
employees at the end of the year. 

On the busiest days of the week — 
Tuesdays, Wednesdays and Thursdays — 
the company provides lunch or dinner for 
all employees

The McKinleys don’t take a salary from 
the company. Instead, they’ve been rein-
vesting any profits back into the enterprise. 

“Right now, as long as we’re bringing 
in more than we’re spending, that’s a good 
month,” Rob says. 

Staffing was originally one of the big-
gest obstacles Grow-Op Farms had to ad-
dress. 

“We grossly underestimated the amount 

of people that we needed, mostly on the 
processing side,” Guy says. 

McKinley adds that the operation grew 
so fast during its first few months that em-
ployees were working 10-12 hours a day 
for several weeks at a time. That shortage 
cost the company a lot of money in over-
time as it tried to keep up with the staffing 
needs. 

“Since we are growing plants and they 
have schedules, flex time is difficult to of-
fer any of the growing staff,” McKinley 
says. “Processing is a similar situation. 
Certain jobs have to get done in a very 
organized way. There isn’t a lot of free-
wheeling like you might find in a small 

tech startup where as long as I get my code 
written no one else is harmed. With plants 
if they aren’t attended to correctly it will 
negatively affect the whole operation, not 
just that one person and their job.”

Grow-Op Farms currently does not of-
fer health insurance, but could be offer-
ing a medical/dental plan in the next few 
months for employees who wish to partic-
ipate, McKinley says. 

While working for Phat Panda is ex-
tremely fun, it’s certainly not easy, Guy 
says. 

“It’s challenging,” he says. “Every day 
it’s the most challenging thing any of us 
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CEO Rob McKinley credits the 
company’s 67 employees for keeping 
the business running smoothly. 
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have ever done.”
There have been times when Guy has 

worked 24-hour shifts — or more. The 
magnitude of the grow makes it easy to 
lose track of time taking care of necessary 
tasks, he says. 

“We shackle him at night so he can’t 
leave,” McKinley jokes. 

OPERATIONS
One challenge almost all state-licensed 

growers face is scaling up to commercial 
quantities. 

“It’s one thing to grow one room, but 
changing that to 16 big rooms and meeting 
the labor demands is completely differ-
ent,” Guy says. 

There really is no secret to how Grow 
Op Farms has managed to tackle that chal-
lenge better than any other producer in 
Washington. The growers have done ev-
erything they can to maximize their allot-
ted 21,000 square feet of canopy. They’ve 
had to learn how to manage the balancing 
act of keeping enough clones and mother 
stock to supply the 16 grow rooms. They 
use top-of-the-line lights and nutrients, 
McKinley says. They capitalize on econ-

omies of scale. 
The company initially faced a challenge 

with keeping the full-automated program-
ming running correctly, McKinley says. 
With such a high-tech operation, it took 
a while before employees were familiar 
with the inner workings. 

The growers have kept the operation 
within their means, focusing on what they 
do well. There are plans of introducing a 
line of non-perishable edibles in the near 
future, but rather than investing in ex-
traction equipment and hiring somebody 
to handle concentrates, the company has 
outsourced that part of the operation to 
Weed Bunny, a Rainier-based processor. 

On an average week, Grow Op Farms 
puts out about 40,000 to 50,000 grams of 
flower, 12,000 pre-rolled joints and 1,000 
grams of concentrates. 

The week leading up to 4/20, the grow 
facility stepped up its production to put 
80,000 grams of flower and 17,000 joints 
on the shelves of retailers. 

Despite consistently high revenue, 
McKinley admits the company is probably 
not making a lot of profit right now. The 
operating cost of a nearly 600-light grow 
operation, coupled with the cost of labor,  

is tremendous (all Phat Panda buds are 
trimmed by hand).

McKinley says his goal is to build Grow 
Op Farms into a $50 million dollar compa-
ny in gross revenues.

“I think we can get there within 18 
months or so,” he says. 

Without a background in the cannabis 
industry, McKinley said he initially didn’t 
know what to expect in terms of yields. 
When early numbers came out, Grow Op 
was averaging about three pounds per 
light. 

That set a high bar to follow, McKinley 
says. 

“We didn’t really set out to dominate 
(the market), but as soon as that was pro-
vided to us, then there’s only one way to 
do it,” he says. “You’re either going to do 
it or you’re not. We fortunately have the 
team that can take it by the horns and do 
it.”

The company is in the process of imple-
menting changes that could push its week-
ly production to around 80,000 grams. 

“When we’re at that point, I think it’s 
going to be really hard for people to keep 
up with us,” McKinley says. 

>> CONTINUED ON PAGE 58
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SALES
One might think sales would be easy for 

a company that’s producing more cannabis 
than anybody else in Washington.

“As fast as we can cure it, is as fast as 
we can sell it,” McKinley says. 

But, like anything, the balancing act is 
half the battle. Despite its tremendous pro-
duction, the demand for Phat Panda cur-
rently outstrips the supply. McKinley says 
he has to turn down at least one retail store 
per day, and the company already has to 
keep its 40 active retailers happy. 

“We currently have a waiting list of 50 
retailers that we cannot fulfill due to lack 
of product,” McKinley says. 

As soon as Grow Op Farms had product 
to sell, McKinley and Johnny Wilson, his 
vice president of sales, were cold-calling 
retailers and dropping off product to as 
many stores as possible. McKinley and 
Wilson saw the value of developing a 
great rapport with the owners and buyers 
at retail stores.

McKinley handles the two Spokane 
stores — Satori and Green Light — while 
Wilson handles the west side of the state. 

“They have parties for him when he 
shows up,” McKinley says. “They’re giv-
ing him hugs and high-fives and they’re 
taking pictures with him because they 

want everybody to know they got their 
Phat Panda in.”

With a limited supply to spread through-
out the entire state, Grow Op Farms has 
had to focus on working with like-minded 
retailers, while also trying not to oversat-
urate a particular region of Washington. 
McKinley says it was important to hire 

the right person to handle sales, but the 
company doesn’t have a particular policy 
that sets it apart from other producer/pro-
cessors. 

“It’s very important to have good open 
and honest relationships with all of our 
retail partners,” McKinley says. “We are 
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One challenge for Grow Op Farms was balancing the 
amount of canopy for flowering, cloning and mothers. 
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growing plants. This can cause variances 
in supply due to unforeseen circumstances 
and having a good relationship that’s open 
and honest allows us some goodwill on the 
retailer’s part.”

REGULATORY CHANGES
If there’s one regulatory change, McKin-

ley and Guy would like to see, it’s the can-
opy limitations the Washington State Li-
quor Control Board has implemented. 

Grow Op Farms is fortunate that de-
mand is exceeding supply, McKinley says, 
but in the long run, he would like to be 
able to fulfill more orders and have a larg-
er retail footprint. Grow Op isn’t ready to 
expand just yet. But McKinley and Guy 
say they want to have the option when 
the company is ready. It’s only a matter 
of time before Grow Op Farms is going to 
need more canopy. 

“The goal is to get rid of the black mar-
ket. If enough product can can’t be grown, 
at a reasonable enough price, that will nev-
er happen,” McKinley says. 

Overall, most of the regulations haven’t 
been too burdensome, but Grow Op Farms 
has had a bit of a “head-bashing contest” 
with the Liquor Control Board about the 
topic of expansion. 

McKinley says it doesn’t make sense to 

penalize businesses that have maxed out 
their canopy and still need more room to 
grow. 

“They don’t limit how many grapes you 
can grow, or even how much tobacco you 
can grow,” Guy says. 

One idea that would ease the canopy re-
strictions on successful growers would be 
to make it so non-flowering plants don’t 
count toward the canopy, Guy says.

That would allow the canopy to focus 

on flowering plants, while allowing plenty 
of room for clones and mothers needed to 
keep the operating running. 

However, the McKinleys recognize that 
the Liquor Control Board regulations are a 
fluid guideline.

The legal cannabis industry is so new, it 
will take time to shape rules that provide 
the right level of regulation without sti-
fling business growth, Katrina McKinley 
says.
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Rob McKinley stands in the midst of one 
of the 16 flowering rooms at Grow Op 
Farms. Below: A look at the labeling for 
several Grow Op Farms Strains.
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With extract-derived products ac-
counting for as much as 50% of 

retail sales in the cannabis marketplace, a 
professional extraction industry has been 
born — and business is booming. 

More and more growers are jumping on 
the extract bandwagon, out of necessity 
and increased profitability. The demand 
for extracts has also engendered a bur-
geoning cottage industry of extract equip-
ment suppliers. 

Until just a few years ago, the most ef-
ficient way to create cannabis extract was 
with a case of butane lighter fluid and a 
glass tube. Don’t try this at home. Stories 
abound of home explosions caused by 
this dangerous, hobbyist method. Those 
days are done. 

For those would-be extraction profes-
sionals who enjoy keeping their fingers 
attached to their bodies, and avoid unnec-
essary property damage and trips to the 
hospital burn unit … read on.

EXTRACT BASICS
For your average marijuana entrepre-

neur, the terms, technology and machin-
ery involved in the cannabis extraction 
process can be dizzying. 

Extraction, simply put, is the stripping 
of cannabinoids and terpenes from the 
less desirable plant matter. This creates an 
extract that can then be refined into oil, 
shatter and wax and infused into seem-
ingly limitless products. This is done 

by a variety of methods which involve 
solvents. Ethanol, hexane, supercritical 
CO2, butane and propane are most com-
monly used. 

This article will focus on butane and 
propane methods, commonly referred to 
as “light hydrocarbons,” and later lightly 
delves into the debate between light hy-
drocarbon and supercritical CO2.

Light hydrocarbon solvent extraction 
is by and large the most popular meth-
od of cannabis extraction. Some proces-
sors prefer this method for a number of 
reasons, including lower cost of the ex-
traction equipment, speed of extraction 
and ease of production. 

Light hydrocarbon solvent is inherent-
ly non-polar (chemistry jargon meaning 
the electrons play well with each other), 
which effortlessly dissolves cannabinoids 
into soluble form, without dissolving 
other undesirable compounds like chlo-
rophyll (as ethanol or a more polar sol-
vent would). Light hydrocarbons also 
pose a low health hazard, and the solvents 
are easily purged from the end product, 
resulting in a safe consumable good 
when properly processed. The result is 
a top-quality extract, created in minimal 
amount of time.

As they say, time is money.

SAFETY CONCERNS
One must always keep in mind that 

By Nick Tennant
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light hydrocarbon solvents are inherent-
ly combustible, so safety is paramount to 
any extraction operation. 

An extraction lab must be set up in a 
controlled environment, constructed to 
UL Class 1, Division 2 standards. Mean-
ing, according to Underwriters Labora-
tories, there is moderate to severe risk of 
flammable gases creating explosions. This 
classification is now quickly becoming 
the standard when using light hydrocar-
bons as a solvent in cannabis extraction. 

Generally, one should have a separate 
room for running a light hydrocarbon 
extractor, with spark-proof ventilation, 
electrical and fireproofing that conforms 
with National Fire Protection Association 
code, as well as the aforementioned UL 
listing classification. Actually, it really 
isn’t that complex; most newbies find it 
to be more common sense than anything 
else. The bottom line is that light hydro-
carbon extraction can be completely safe 
in a controlled environment. 

However, the equipment you use and 
the extraction equipment company you 
work with are very important consider-
ations because the stakes are high, both in 

terms of safety and business. 
Every extraction equipment company 

should have at least one product in its 
lineup that is certified for use according 
to the guidelines of each state’s regulating 
agency. In Washington, extraction equip-
ment certification requires an engineer 
peer review (or EPR for short). An EPR 
is a certification from a licensed engineer 
who meticulously reviews the equipment 
in question for safety, functionality and to 
ensure it meets applicable national safety 
codes (such as NFPA and ASME). Other 
states like Colorado and Nevada also re-
quire similar EPR reports, with the city of 
Denver having the most meticulous com-
pliance requirements in the nation. If the 

company you’re considering doing busi-
ness with can’t produce an EPR in a flash, 
then consider other options. 

RESEARCH YOUR OPTIONS 
Customer service is another very im-

portant consideration. When investing 
as much money to buy a fancy sports 
car, you should expect a certain level of 
service, particularly in terms of techni-
cal support. As with even the finest en-
gineered vehicle, things can go wrong or 
you may need a quick walk-through of 
a feature. You need a competent profes-
sional, with decent response time, to get 
your extraction business back on the road. 
Again, time is money.

So before dropping all that cash, ask 
around. Talk to customers of different 
extraction equipment companies, ask for 
referrals, and check out social media. Is 
their equipment in stock? What are lead 
times for replacement parts? How is the 
technical support? Is response time rea-
sonable? These are a few of the questions 
you should ask prior to making your in-
vestment. 

Lastly, and this is a big one, would be 
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the level of consulting your extraction 
equipment supplier can provide. A great 
company will have engineers to help you 
with room design and compliance, and a 
competent service and support team, and 
experts to help you get it all going. Dol-
lars to donuts, hiring an expert to help you 
set up and run your lab will be one of the 
best investments you can make.

EXTRACTION METHODS
When doing your due diligence, you 

are bound to encounter one particularly 
and hotly debated question: Should I go 
with light hydrocarbon or supercritical 
CO2 for my lab? 

Many new extraction companies get 
“sold” one way or another by thirsty 
salesmen and manufacturers eager to 
get your business. Don’t believe anyone 
who bashes either light hydrocarbon or 
CO2 extraction. The simple truth is both 
methods have their pros and cons, and 
they both have a growing demand for 
the end product they produce. But there 
are important considerations to take into 
account when deciding which way to go, 
including price, processing times and the 

needs of your customers. 
A light hydrocarbon extraction “sys-

tem” (meaning with all the pumps and 
other appendages to make your system 
complete) typically may be purchased for 
$20,000 to $40,000. A comparable CO2 
system, in terms of volume of material 
it can run, will cost at least $100,000. 
Hence, the upfront cost of starting a light 
hydrocarbon lab is significantly less. 

However, since light hydrocarbon is 
combustible and CO2 is not, one must 
factor the additional cost of building a 
light hydrocarbon lab to applicable fire 
and safety codes, which may cost an ad-
ditional $15,000 or more. A CO2 lab is 
also generally easier to pass inspection 
because it lacks the “kaboom” factor. 

When choosing between light hydro-
carbon and CO2 equipment, processing 
time is a very serious consideration. A 
light hydrocarbon system generally pro-
cesses material faster than a supercritical 
CO2 system. 

Hence, quick, large-volume production 
is challenging with a CO2 system. How-
ever, a CO2 system may be scaled to do 
very large volumes (albeit with a large 
price tag), because they are not restrict-

ed by limits on flammable solvents. It is 
not uncommon for international extract 
companies to have single material vessels 
as large as 500 liters. The U.S. industry 
hasn’t yet reached that threshold.

Finally, some people just love super-
critical CO2 extract and others just love 
light hydrocarbon (commonly referred to 
as butane hash oil or BHO) extract. What 
your customer is in the market for should 
be considered. With that being said, there 
is a huge market for both, and the demand 
exceeds supply.

Many of the businesses I work with 
employ both methods of extraction, and 
dominate different sectors of the market, 
with different brands, for each method. 
Your path may ultimately take you to both 
destinations.

Again, do your due diligence. Learn a 
lot before you make the leap. It is a big 
decision, and you deserve a healthy return 
on your investment. 

Nick Tennant is the lead engineer of Pre-
cision Extraction Solutions, a Detroit-based 
extraction equipment company. More infor-
mation about the company may be found at 
precisionextraction.com.
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You might think about Jane as the 
most reliable, low-maintenance em-

ployee ever. It doesn’t require an hourly 
wage, bathroom breaks or health insur-
ance. It doesn’t show up late to shifts and 
it’s not tempted to steal cash or product. 
It doesn’t gossip about other employees 
or ignore instructions from management. 

Jane is 300 pounds of reinforced steel, 
machinery and wires, with built-in cash 
vaults, high-definition cameras and bio-
metric scanners. It’s a point-of-sale kiosk 

MEET
JANE

Marijuana Venture continues 
its ongoing coverage of cash 

management for the cannabis 
industry by looking at a 

Colorado-based manufacturer 
of point-of-sale kiosks

By Garrett Rudolph
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designed to reduce cash shrinkage, pro-
mote responsible banking behaviors and 
reduce violent crime, said James Perez 
Foster, chief operating officer of Payteller 
Compliance, the parent company of Jane.

It’s similar to a self-checkout system 
for the marijuana retail industry. 

“We built this kiosk that we envision 
being on the floor of every dispensary in 
America,” Foster said. “When the banks 
finally do come online, the first types of 
clients they will service will be the types 
of businesses that promote full reconcili-
ation of revenue.”

The Jane kiosks operate simply enough 
and eliminate the need for peer-to-peer 
cash transactions, Foster said. 

When customers enter the store, they 
interact with the budtenders, just as they 
would pre-Jane. Once they’ve decided on 
a purchase, the budtender issues them a 
receipt and directs them to Jane to pay. 
The customer scans the receipt at the ki-
osk, which pulls up a payment screen. 

The customer inserts payment into the 
machine, which can then dispense exact 
change or allows the change to be donat-
ed to a charity that is set up through Jane 
and the retailer. 

Budtenders can also be tipped through 
the Jane kiosk. 

Customers do not have to register or 
set up an account to use Jane, and there’s 
also a mobile app that allows them to re-
serve products in the store and eliminate 
the initial interaction with the budtender 
if they so choose. After making payment, 
the customer gets a paid receipt and they 
receive their purchase from the pick-up 
counter.   

The kiosks themselves are being man-
ufactured in Denver by a company called 
Kiosk Innovations. They operate on Win-
dows-based programming and were de-
signed to be compatible with all point-of-
sale software.

The company is in the process of work-
ing with armored car services to get them 
trained at using the machines. 

The risk to retailers is negligible, Fos-
ter said. The biggest benefit is removing 
the cash transaction between the custom-
er and store employees, which allows for 
more accurate and reliable cash manage-
ment. 

Business owners must pay a $1,000 
deposit to have a Jane kiosk installed in 
their shop. The deposit is refunded on the 

366th day of operation. Jane doesn’t re-
quire a rental fee, subscription or instal-
lation charges. It takes 3.49% of every 
transaction, similar to the way a credit 
card processing fee works in traditional 
retail spaces. 

Jane kiosks are available in all markets 
that allow some form of legal cannabis. 

Foster said Jane will likely gain traction 
initially in Colorado, where the company 
is headquartered, with Washington and 
Oregon’s marijuana markets as the next 
likely targets. 

“Illinois could be a big market too,” 
Foster said.  

In some cases, start-up companies 
servicing the cannabis industry are sim-
ply capitalizing on the lack of tradition-
al banking. Foster said he sees Jane as 
both a stop-gap solution for the industry’s 
immediate needs, as well as a long-term 
solution even when banks do relax their 
stance on marijuana businesses. 

“It’s a stop-gap in the sense of imme-
diately removing cash from transactions,” 
Foster said. “The long-term objective 

here is to offer a piece of secure technol-
ogy that plays directly into the behaviors 
that consumers expect to see within retail 
environments.

“Even when banks finally do come 
around, we anticipate and hope and en-
courage that it will be our dispensaries 
with the Jane kiosks in them that will be 
the first clients within a legislatively-eas-
ing banking environment.”

The company is also closely following 
the trend of consumers steadily shifting 
more toward portable technologies. With-
in the next decade, Foster said he expects 
a lot of banks to divest away from brick-
and-mortar locations. 

One factor that differentiates Payteller 
and Jane from their competitors is that the 
founders raised $25 million raised in cap-
ital, allowing them to build a world-class 
team of professionals and a product that 
is adaptable to the demands of the market, 
Foster said. 

“We have a very, very healthy runway 
of capital to really do the R&D on this 
correctly,” he said. 

The company was originally founded 
in 2014 as Jane Four20, before simpli-
fying the name to Jane (www.trustjane.
com).Although Jane and the cannabis 
industry are both works in progress, Fos-
ter said being part of the so-called “green 
rush” has been a fascinating journey for 
entrepreneurs who come from the corpo-
rate, buttoned-down world of financial 
institutions. 

“We’re having so much fun. I know 
that’s such a stupid, quirky little thing to 
say, but we’re kind of suits coming into 
this space,” he said. “At the end of the day, 
we’re just trying to bring as much matu-
rity as we can into this sector, but we’re 
having so much fun. … Coming from a 
conservative Wall Street background, and 
now bringing mobile banking compliance 
technologies to the cannabis space, it’s a 
thrill.”

<< CONTINUED FROM PAGE 68 WE BUILT THIS 
KIOSK THAT WE 

ENVISION BEING 
ON THE FLOOR OF 

EVERY DISPENSARY 
IN AMERICA.

Dozens of Jane kiosks sit in a Colorado ware-
house while awaiting their next homes. The 
Jane machines are made by a Denver-based 
company called Kiosk Innovations, which cre-
ates a wide range of interactive machines and 
digital signage. 

Photos courtesy Jane
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When it comes 
to business 

ventures, optimizing 
means making the 
operation as effective 
and functional as pos-
sible. 

Certainly, one way 
to make a business structure more effec-
tive or functional from a financial per-
spective includes taking steps to lower 
the tax expense associated with the en-
terprise. 

While the tax-planning playbook for 
the vertically integrated marijuana enter-
prise has not yet been written, the tools of 
traditional tax planning suggest  using the 
approach described in this article.

  
A SYSTEMATIC APPROACH

• Step 1: Identify the business activ-
ities that make up the enterprise. This 
step is important because each business 
activity is likely to present different plan-
ning opportunities and challenges. For 
example, a grower might find a dispensa-
ry is willing to take delivery of inventory 
at the grow site. In that case, the dispen-
sary may be able to deduct transportation 
expenses the grower cannot.  

Another example would be the consult-
ing business engaged in activities prohib-
ited under federal law (i.e., trafficking 
in marijuana). Such a business could be 
operated through an employee-owned tax 
partnership (e.g., a limited liability com-
pany taxed as a partnership). By being 
structured without payroll expenses, the 
consulting business would expect to sig-
nificantly limit the impact of IRC 280E 
on after-tax profits. 

What is a business activity for purpos-
es of this initial step? A business activi-
ty for this purpose is generally the most 
limited set of activities that includes both 
income and expenses, could theoretically 
be sold or transferred to another person, 
and could be operated by that person for 

profit.  
• Step 2: Identify stakeholders of the 

enterprise and their tax priorities. Dif-
ferent owners or employees may be in-
volved, or may wish to be involved, in 
different business activities. Where this 
occurs, tax opportuni-
ties and pitfalls should 
be considered.   

A tax opportunity 
that may arise is the 
identification of a busi-
ness activity not sub-
ject to IRC 280E. For 
example, expenses in-
curred as part of a busi-
ness activity are less 
likely to be subject to 
IRC 280E if the own-
ership or management 
is different from that of 
affiliated trafficking business activities. 

An example of a pitfall is failing to ac-
count for the personal liability concerns 
of outside investors for business taxes. It 
should go without saying that it is wise to 
protect outside investors from unexpect-
ed personal liability. A common securities 
law disclosure states that IRC 280E will 
disallow deduction of all or some ordi-
nary and necessary business expenses of 
the enterprise. When faced with this dis-
closure, many outside investors choose 
business structures that reduce their 
chances of being individually responsible 
for business taxes of the enterprise.

Another pitfall is inadvertently sad-
dling a key employee with unexpected 
income tax liability. Employees are sen-
sitive to unexpected personal liability for 
taxes. In non-marijuana industries, it is 
not unusual to compensate a key employ-
ee with an interest in the business. Like 
other forms of equity compensation, the 
hope is the employee will be incentivized 
to work hard for the success of the busi-
ness. However, an employee of a mari-
juana business is unlikely to be motivated 

if she discovers her expected income is 
offset by outsized personal tax obliga-
tions.  

• Step 3: Group business activities by 
IRC 280E-related type. Business activ-
ities within the vertically-integrated mar-
ijuana enterprise may be categorized by 
IRC 280E-related type. Each type pres-
ents specific challenges, and opportuni-
ties. There are four major types, which 
may overlap: businesses with production 
activities that have significant nondeduct-
ible expenses under IRC 280E; business-
es without production activities that are 
subject to IRC 280E; businesses that con-

sist solely of the pas-
sive holding of assets; 
and businesses that in-
clude no activities pro-
hibited under federal or 
state drug law.  

Benefits of treating 
businesses differently 
by type include obvi-
ous benefits such as 
identifying opportu-
nities for increased 
expense deductions, 
avoiding unintended 
income duplication, 

and capitalizing on opportunities to be 
responsive to investors’ comfort levels 
with tax issues.  

• Step 4: Consider transitional chal-
lenges. More often than not, a new verti-
cally-integrated marijuana enterprise will 
be made up of one or more pre-existing 
business activities. A failure to take into 
account the tax characteristics of existing 
businesses can lead to unexpected conse-
quences. Two examples are the desirabil-
ity of existing accounting practices of the 
business activity and the ability of any 
existing business entity to change how it 
is treated for tax purposes (e.g., a limited 
liability company may or may not be eli-
gible to be taxed as a corporation).  

• Step 5: Evaluate one or more busi-
ness structures. Arriving at an entity 
structure for a vertically-integrated mari-
juana enterprise requires decision makers 
to make informed judgments. A decision 
maker must be mindful of the risks being 
taken on behalf of the business entity and 
its stakeholders, but should also be aware 
of the cost of opting for an approach that 
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Optimizing a marijuana 
enterprise for tax savings
By Bernard Chamberlain
Vertical integration creates both opportunities and pitfalls

ANOTHER 
PITFALL IS 

INADVERTENTLY 
SADDLING A KEY 
EMPLOYEE WITH 

UNEXPECTED 
INCOME TAX 

LIABILITY. 
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appears to be the simplest, or the safest. 
As in other areas of business taxation, 
there are few cookie-cutter solutions.   

• Step 6: Optimize important agree-
ments to account for income taxes. 
An often-overlooked step in the busi-
ness formation process is the optimiza-
tion of important business contracts to 
account for deductibility of expenses. 
Such agreements should be optimized to 
account for the fact that IRC 280E may 
not affect both parties to an agreement 
the same way. For example, a company 
that licenses its technology and brand to 
a local producer may be able to deduct 
marketing expenses, whereas the local 
producer likely cannot. In such a case, a 
few changes to the licensing agreement 
can increase the after-tax profits of both 
parties.  

• Step 7: Monitor income tax expense 
monthly. Once the vertically-integrated 
enterprise is operating, monitoring its 
income tax expense monthly can save 
the business. It is common for a busi-
ness activity subject to IRC 280E to de-
velop significant differences between its 
financial books and its tax books. Thus, 
a business that appears to be profitable 
over a course of months may in fact be 
incurring mounting losses on an after-tax 
basis.  Identifying an after-tax loss early 
allows decision makers to make neces-
sary changes in a timely fashion.  

CONCLUSION
The reason businesses engage in tax 

planning is simple: when a business en-
terprise controls its tax expense, it has 
more funds available to pay employees, 
reinvest in the business, and return to in-
vestors. 

Following an approach like the one de-
scribed in this article may appear unnec-
essarily involved or complicated to some. 
It should not. It has more in common with 
the approach to tax planning taken every 
day in established industries than it does 
with the hope-and-pray approach that is 
unfortunately still common in the mari-
juana industry. 

Bernard Chamberlain is a tax attorney with 
Emerge Law Group. He can be reached by 
email at bernard@emergelawgroup.com. 
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The Washington 
State Liquor Con-

trol Board rules are 
the touchstone of reg-
ulatory compliance for 
recreational marijuana 
businesses. After all, 
if you make a habit of 

violating Liquor Control Board rules, or if 
you violate one of the rules that can result 
in termination of license on the first viola-
tion, you are not going to be in the legal 
marijuana business very long. These rules 
are codified by WAC 315-55.

 Every applicant and licensee needs to 
read, understand and be familiar with the 
rules. Keep in mind that these rules are con-
stantly changing, as is the LCB’s interpre-
tation and application of the rules, so read-
ing them isn’t a “once and done” activity. 

To emphasize this point, the LCB has is-
sued 373 administrative violations to date. 
The violations include: failure to maintain 
required security alarm and surveillance 
systems; failure to submit monthly tax 
reports and/or payments; licensee and/
or employee opening or consuming mar-
ijuana on a licensed premises; failing to 
display required security badge; improper 
recordkeeping; retail outlet selling unau-
thorized products, and so on and so forth. 
Twenty-six of these violations resulted in 
fines between $500 and $5,000. There were 
nine license suspensions ranging from five 
days to 30. One producer was hit with the 
destruction of 25% of its harvestable mar-
ijuana.  

Compliance with LCB regulations is not 
something to take lightly. But compliance 
with LCB rules isn’t the end of your regula-
tory compliance obligations. Recreational 
marijuana businesses are also subject to ad-
ditional local, state and regional regulations 
and requirements.

Looking at some of agencies and areas 
of regulation will help you be prepared (or 
at least make it less of a shock) when they 
come knocking.

• Department of Labor and Industries: 
L&I has several branches, including the Di-
vision of Occupational Safety and Health 
(DOSH) that focuses on employee health 
and safety. Developing an accident preven-
tion plan specific to your business operation 
is the first step in compliance. Then there 
are specific regulations that apply to the 
hazards of the job that must be followed and 
these can have additional requirements for 
the prevention of employee injury or illness 
during their day-to-day activities. DOSH 
explains that businesses that grow marijua-
na are mainly subject to the safety standards 
for agriculture (WAC 296-307). Processors 
who perform extractions need to be aware 
of their responsibilities when it comes to 
providing safety data sheets for the chemi-
cal extract that they produce (WAC 296-839 
through June 1, 2015 and WAC 296-901).

• Department of Agriculture: The De-
partment of Agriculture provides oversight 
of scales used for all commercial transac-
tions, including marijuana transactions. 
Since these scales must meet strict accuracy 
and technical standards, they require annual 
inspection.  

The Department of Agriculture is also 
responsible for the required sanitary inspec-
tions at state-licensed marijuana process-
ing operations to ensure product safety and 
maintain state-level oversight of food safety 
concerns for both processors and retailers. 

The department maintains the registry of 
pesticides allowed for use for the production 
of cannabis. Growers can use any fertilizer 
that is registered by the Department of Ag-
riculture except for those fertilizer/pesticide 
products that are specifically not allowed for 
use on marijuana. However, pesticide use 
has areas of overlap between different gov-
ernment agencies, including the agriculture, 
ecology and L&I departments. 

• Department of Ecology: Waste man-
agement is regulated by the Department of 
Ecology. Regulation of dangerous waste is 

of particular concern. Since legal marijuana 
is such a new industry, the scope of poten-
tial dangerous wasted isn’t fully known, but 
potential hazards include: waste from mari-
juana processing with 10% or greater THC 
content; waste pesticides; waste fertilizers, 
process waste contaminated with solvents, 
waste solvents, lighting with mercury and 
lead content, and laboratory wastes generat-
ed in QA testing. A dangerous waste gener-
ator is responsible for designating waste and 
keeping accurate records of the designation, 
the management and the proper disposal that 
waste. 

• Clean air agencies: The regional air 
quality agencies are based on the county. 
Eleven separate agencies cover the state of 
Washington. For example, the Puget Sound 
Clean Air Agency covers King, Kitsap, 
Pierce and Snohomish counties. Because 
marijuana production and processing can 
“impact air quality, produce odorous emis-
sions, and/or cause off-site nuisance impacts 
due to odor,” marijuana producers and pro-
cessors are subject to air quality regulations.  

Puget Sound Clean Air Agency require-
ments include permitting and registration. 
The permitting program is referred to as 
a Notice of Construction (NOC). This is a 
pre-construction application and review 
process that results in a permit for your 
business. A $1,150 filing fee is required with 
your NOC application. Additional process-
ing fees are due after review of the permit 
application. They are based on the informa-
tion in your application and the specifics of 
your facility and equipment. The registra-
tion program includes on-site inspections, 
compliance reviews and annual fees. To 
keep your permit in effect, you must main-
tain an active registration. 

There are useful publications available on 
the websites of each of these agencies (and 
others) that provide more information and 
greater detail with respect to the numerous, 
varied and complex regulatory environment 
that awaits marijuana licensees. Avail your-
self of these. Be proactive and don’t assume 
that “all that stuff doesn’t apply to me,” 
because it does. Keep your business on the 
right side of the compliance curve.

Attorney David Kerr serves business clients 
throughout the state, including an emphasis on 
the emerging legal, regulatory and compliance 
issues facing new cannabis businesses.
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Oregon’s Joint 
Committee on Im-

plementing Measure 91 
bounced back from its 
recent failure to pass 
medical marijuana leg-
islation by introducing 
a 104-page bill aimed 

squarely at the forthcoming recreation-
al marketplace. One of its highlights is a 
change from the weight-based harvest tax 
approved by voters as part of Measure 91 
to a “point-of-sale” tax to be levied on con-
sumers at the retail level. 

Legislators are being careful not to call 
the new tax a “sales tax,” given Oregon 
voters’ longstanding opposition to such 
taxes. But, semantics aside, the proposed 
tax is a sales tax. It would tax recreational 
marijuana at the retail level, as a percent-
age of the purchase price. Advocates argue 
that such a regime will better tolerate fluc-
tuations in price. A weight-based harvest 
tax — the $35 per ounce of flower called 
for in Measure 91, for example — creates 
a comparatively larger tax burden on the 
consumer when the price of marijuana de-
creases. The argument is that a tax struc-
ture that can more easily accommodate 
price instability will more effectively keep 
consumers within the legal market rather 
than seeking out black market channels for 
relief from perceived excessive taxation. 
Though the legislation did not include a 
specific percentage for the proposed tax, 
Sen. Ginny Burdick (D-Portland), co-chair 
of the Joint Committee, has said that a tax 
of 12.5-17.5% would be “reasonable.”

Besides the disdain Oregonians have for 
sale taxes in general, another irony of the 
widespread support among legislators for 
the point-of-sale tax is that it will result in 
every marijuana retailer delivering cash 
collected from customers directly to the 
state, due to the banking industry’s contin-
ued unwillingness to accommodate canna-
bis businesses. The Oregon Liquor Control 
Commission (OLCC) has asked the Legis-

lature for more than $600,000 to build out 
facilities in Portland and southern Oregon 
specifically to collect these cash payments. 
Of course, the banks will have no problem 
taking the money once it is the state’s “tax 
revenue,” though, from a certain perspec-
tive, it still seems like the kind of federally 
proscribed money laundering the banking 
industry professes to worry about so much.

The new recreational bill also makes 
explicit what legislators have been prom-
ising for months now — a residency re-
quirement for would-be licensees. The bill 
calls for a two-year residency requirement, 
smaller than the four-year requirement pro-
posed only months before by Sen. Floyd 
Prozanski (D-Eugene). Unsurprisingly, the 
residency requirement has populist support 
among the mom-and-pop businesses that 
are the bedrock of Oregon’s emerging can-
nabis industry. There are cautionary voic-
es warning against too strict an approach, 
however, from Measure 91’s chief peti-
tioner Anthony Johnson to Seattle-based 
private-equity firm Privateer Holdings. 

Johnson has argued that the mom-and-
pop Oregon-based businesses the residen-
cy requirement is supposedly designed to 
protect likely will need access to capital 
from outside the state in order to compete 
effectively in the new industry. Privateer, 
which has hired lobbyists to try to defeat 
the residency requirements, has couched 
the issue, in written testimony submitted 
to lawmakers, as one of ensuring sufficient 
access to capital so Oregon businesses can 
produce and distribute “lab-tested, profes-
sionally packaged cannabis” that stays out 
of the black market and out of the “hands 
of children.” In response to such warnings, 
Sen. Prozanski has suggested the residen-
cy requirements might be phased out as the 
market matures.

Another major issue confronting legisla-
tors is how to address the disconnect be-
tween marijuana being legalized effective 
July 1, 2015 and the OLCC’s estimates of 
late 2016 for the opening of licensed retail 

locations. This gap of at least a year has 
some lawmakers concerned that legaliza-
tion will, in this early stage, actually pro-
mote black market activity rather than curb 
it. 

A solution to this problem that seems 
increasingly likely is the sale of recre-
ational marijuana to adults 21 and over by 
Oregon’s 200-plus licensed medical dis-
pensaries, potentially as early as October 
2015. The dispensaries presently cannot 
admit someone who does not possess a 
medical marijuana card, of which rough-
ly 70,000 have been issues by the Oregon 
Health Authority (OHA). The prospect of 
these dispensaries opening their doors to 
Oregon’s adult population in the space of 
a few months has the industry buzzing — 
and legislators scrambling. The OHA, as 
the agency likely to oversee such a plan (if 
it makes it through the Legislature), will be 
thrown into the spotlight as it tries to craft 
implementing regulations on a very tight 
timeline.

Meanwhile, efforts to rewrite the Ore-
gon Medical Marijuana Act (OMMA) have 
been taken up by the Senate and House 
separately. Sen. President Peter Court-
ney convened a Senate-only committee 
on marijuana, which almost immediately 
passed Senat Bill 964, its own version of 
the OMMA rewrite that died in the Joint 
Committee. The Senate passed the bill 
with a 29-1 vote, with Sen. Prozanski as 
the lone dissenter. 

The most contentious part of the bill, 
which first will have to make it through the 
House before it can go to the governor for 
signature, involves the extent of local gov-
ernments’ power to outright ban medical 
marijuana dispensaries. This issue is also 
seen as a harbinger of how the question of 
local control ultimately gets resolved in 
the recreational context. While Measure 91 
provided that opt-outs can only be enact-
ed by a local option put to the voters, the 
new medical marijuana legislation gives 
opt-out authority directly to city councils 
and county commissioners — setting up a 
potential conflict that may only be finally 
settled in the courts.

Matt Goldberg is an attorney at  Cannabis 
Lawyers NW, LLC (www.cannabislawyersnw.
com). His firm advises cannabis businesses in 
Oregon and Washington on business law, real 
estate transactions and regulatory compliance.
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Marijuana remains 
federally ille-

gal, despite state laws 
that permit possession 
under certain circum-
stances in  23 states 
across the U.S. Further, 
many cash-strapped 

local jurisdictions have ordinances on 
how medical marijuana can be grown and 
shared. This makes for a perfect storm of 
federal cash funding local task forces to 
bust businesses. You, your home, your as-
sets and your freedom are all potential tar-
gets for a multi-agency drug task force.

Caregivers, collectives and cultivators 
need to prepare themselves for when, not 
if, the law will come knocking. You have 
rights. Make sure your staff and clientele 
are aware of their rights and establish a 
policy to follow. Run drills role-playing 
scenarios so your staff are prepared for po-
tentially harsh treatment they will suffer at 
the hands of raiding law enforcement.

So what should you do when police show 
up at your home or collective?

A search warrant is issued by a judge 
based on evidence presented by law en-
forcement. The judge will have seen wit-
ness statements and other evidence. A 
warrant means a judge has found probable 
cause that a crime is being committed at 
a location, and that evidence of the crime 
will be found on the premises. 

The police are there to send someone to 
jail. Do not make their job easier. Every-
thing you say and do once the police ar-
rive can and will be used against you. So 
be careful and be safe. If law enforcement 
agents claim to have a search warrant, you 
must let them in. They do not need to show 
it to you. They will break your door down 
if you do not open it.

Writing and executing search warrants 
are often complicated procedures and 
prone to error. To cover their bases, cops 
will present the warrant, and then ask, 

“Mind if we look around?” 
This is a trick to get your consent for a 

search. Always tell them you do not con-
sent to a search, even though the warrant 
gives them permission. Let them in; be po-
lite and professional. Do not try to explain 
the situation. Do not describe what you do 
there. There is no “mistake” to clear up. 
You must identify yourself and answer ba-
sic questions like date of birth and address. 
Otherwise, say nothing.

At this point, investigators are rummag-
ing through your effects and seizing ev-
idence. Police could seize your cannabis 
products, destroy plants and take your com-
puters and cash. Do not interfere with them, 
but have your attorney ask for an inventory 
of everything taken. You should keep dig-
ital backups of your records remotely or 
saved on a cloud drive. If you have priv-
ileged documents, such as attorney-client 
communications, they should be stored 
separately and clearly identified. 

An experienced criminal defense attor-
ney will help protect you and your rights. 
An attorney will make sure the search war-
rant was properly issued and executed, al-
though judges nowadays are often loathe to 
second-guess law enforcement. If you are 
arrested, an attorney will defend your status 
as a patient or caregiver, and also defend 
the documents and recommendations es-
tablishing your legality. Discussing medi-
cal recommendations with law enforcement 
will only help them build a case against 
you. For example, if you say: “I have a 
recommendation to grow these plants,” the 
district attorney will present that to the jury 
as a confession for producing a controlled 
substance. Let your attorney do the talking.

Joseph Tully has more than 15 years of 
criminal law experience in California. He has 
extensive experience defending medical mari-
juana collectives, cooperatives, cultivators and 
caregivers facing criminal charges. His firm, 
Tully and Weiss, handles cases statewide.
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With Tax Day 
2015 fading 

into the rearview, a 
constitutional fight is 
looming between the 
IRS and the cannabis 
industry that could de-
termine the long-term 
viability of legal mari-
juana businesses.

That constitutional 
tussle became virtu-
ally inevitable earlier 
this year, when the 
IRS issued a ruling 
that has become infa-

mous among growers and dispensaries. 
The ruling mapped out a bold new at-

tack plan for the IRS in response to de-
cisions made in the United States Tax 
Court that were friendly to cannabis 
businesses, including one in which the 
court allowed 75% of the deductions 
claimed by the taxpayer.

Basically, the IRS has taken the posi-
tion that, even though the Constitution 
requires that the government allow all 
taxpayers deductions for their cost of 
goods sold (COGS), cannabis businesses 
alone are subject to a different set of old, 
outdated rules governing COGS deduc-
tions. 

In our view, this violates the U.S. Con-
stitution.    

For example, under the old COGS 
rules that the IRS wants to resurrect for 
cannabis businesses, a dispensary would 
only be able to deduct the payments to 
the grower, as well as certain transpor-
tation costs. Under the new rules, a dis-
pensary would be able to deduct these 
costs, but also indirect costs attributable 
to purchasing, handling, processing, and 
storing the marijuana, including labor, 
materials and supplies, off-site ware-
housing costs, utilities, insurance and 
certain taxes. 

It is not hyperbole to say that the value 

and savings of these additional deduc-
tions could mean the difference between 
a profitable business and an unprofitable 
one.  

We are aware that even before the rul-
ing was issued, the IRS was applying 
this new reasoning in audits of cannabis 
businesses. 

Any affected taxpayers should consult 
their tax advisor as to whether the con-
stitutional argument can and should be 
made to the IRS audit examiner or ap-
peals officer. Given the IRS policy as ex-
pressed in the ruling, such an argument 
is likely to have little traction at the au-

dit level, but may persuade the appeals 
officer into a settlement favorable to the 
taxpayer. Unlike the audit examiner, the 
appeals officer is required to consider 
the possibility that the IRS could lose in 
court.

Most of the time, however, an IRS 
appeals officer will not be persuaded 
by constitutional challenges, and such 
a case could ultimately be heard by a 
court. And what would happen in such a 
case? While the argument that the ruling 
is unconstitutional is not a slam dunk by 
any means, the arguments advanced by 
the IRS in the ruling are susceptible to 
attack and, in our view, taxpayers have 
the better of the argument.

In some respects, the constitutional 
issue is only one battle in a larger war. 
Even if the issue were to be resolved 
in the taxpayer’s favor, the next issue 
would be which indirect costs are “at-
tributable to” purchasing, handling and 

storing activities (and are thus included 
in COGS deductions) and which are at-
tributable to selling activities (and are 
thus not included).

Here, the taxpayer and his or her advi-
sors need to have a system in place (be-
fore the audit) for allocating costs among 
the company’s purchasing, handling/pro-
cessing, storage and selling functions. 

Just as important, the taxpayer needs 
to keep pristine records of these allo-
cations and their bases (e.g., employ-
ee-time spent, square-footage employed 
for each function). 

Even then, there will be issues. For 
example, can a portion of the Washing-
ton State excise tax on marijuana sales 
be allocated to non-sales functions (and 
thus be partially included in COGS de-
ductions), even though it is imposed on 
the sale? 

It can be anticipated that the IRS will 
take a hard line on this and similar is-
sues, even if taxpayers ultimately prevail 

on the constitutional issue.  
These issues are not likely to go away 

any time soon. 
Even if Congress moves to bring fed-

eral marijuana laws into line with states 
where it is legal, it would most likely 
only do so for medical marijuana, leav-
ing federal taxes on recreational mari-
juana businesses out in the cold. With so 
much at stake for the cannabis industry, 
and with a period of uncertainty ahead, 
the time for consulting an advisor is be-
fore a problem arises.  

Michael Kosnitzky is the partner in charge of 
Boies, Schiller & Flexner’s tax practice, while 
Matt Kaden is an associate with the law firm. 

Kosnitzky represents high net worth individ-
uals, as well as corporations, partnerships and 
other entities in a variety of tax matters, includ-
ing before the Internal Revenue Service in tax 
controversies. Kaden specializes in the taxa-
tion of partnerships and LLCs, and has a broad 
experience with taxation and controversy.
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Private equity in-
vestments in can-

nabis businesses have 
totaled more than $100 
million over the last 
two years, according 
to CB Insights. The op-
portunity for investors 

and entrepreneurs is unique — and so are 
the risks. 

Sophisticated investors will ask about 
them, and cannabis-related businesses 
need to identify them early on, and man-
age them. The following is a quick outline 
of the salient risks. 

STRICT ENFORCEMENT OF FEDERAL LAW
As states continue to decriminalize can-

nabis in a variety of ways, cannabis re-
mains a Schedule 1 controlled substance, 
right alongside heroin and methamphet-
amines, under the federal Controlled Sub-
stances Act. 

Accordingly, businesses that engage in 
various forms of commerce in the canna-
bis industry and individuals who purchase 
and use cannabis-derived products remain 
subject to federal prosecution and seizure 
of assets. Federal enforcement could lead 
to dissolution and total loss of investment.

While the Department of Justice indi-
cated in mid-2013 that it would not di-
rect resources to block recreational and 
medical marijuana in “legal” states, that 
position could change at any time. New-
ly-confirmed Attorney General Loretta 
Lynch has testified that she does “not sup-
port the legalization of marijuana.”

Many bills that would ease cannabis 
businesses’ path have been introduced 
in Congress, including, most notably, the 
CARERS Act that would classify canna-
bis as a Schedule II drug, alongside legal 
opiates. 

However, there is no guarantee that any 
of these bills will ever become law. The 
risk of federal prosecution remains for 
businesses, even if they are in compliance 

with state law. 

NO ADEQUATE BANKING SOLUTION
Most banks are not yet willing to take 

deposits, issue credit cards, open check-
ing accounts, or assist with payroll ser-
vices for cannabis businesses. They fear 
violating federal law and being accused 
of money laundering. 

After Oregon-based MBank was con-
tacted by federal banking regulators, it 
promptly ceased welcoming customers 
from Colorado, and announced in April 
that it was closing all of its cannabis-re-
lated accounts, citing extraordinary com-
pliance costs. In November 2014, anoth-
er banking institution, 
Fourth Corner Credit 
Union, received its state 
charter from the Colora-
do Division of Financial 
Services, but it is still 
waiting for approval 
from the U.S. Federal 
Reserve while it seeks 
insurance from another 
department, the National 
Credit Union Adminis-
tration.

For now, cannabis 
businesses are handling 
lots of cash, which pres-
ents numerous risks, 
including inability to se-
cure and invest funds, manage cash flows 
and pay taxes. Other facets in play are 
safety/security risks and expenses, as well 
as crimes such as theft, assault, burglary, 
employee skimming and tax evasion.

 
COMPLIANCE WITH STATE REGULATIONS   

Companies are subject to changing 
laws and regulations in their home states 
and in the states in which they do busi-
ness. Rapidly changing laws can create 
numerous expenses for a growing busi-
ness and enable “fast-followers” to gain 
a competitive advantage by learning from 

the early entrants’ mistakes. Increased 
regulatory compliance costs could result 
in lower gross margins or higher retail 
prices, or both, while competition from 
the black market looms.  

A prospective investor should under-
stand whether the company is in compli-
ance with state law and should ask ques-
tions about this. For example, Colorado 
requires a person to have been a resident 
of the state for two years before applying 
for a license, and it requires equity inves-
tors (and holders of convertible debt) to 
be residents. 

Washington State also has a residency 
requirement for the entrepreneur. The 
penalties for violations of these regula-
tions are unclear, and an investor should 
insist that the company represent in trans-
action documents that it is in compliance 
with state laws.

FEDERAL TAX LAW CHALLENGES   
Except for “cost of goods sold,” IRC 

280E prohibits cannabis businesses from 
taking tax deductions for 
numerous ordinary and 
necessary business ex-
penses. This should not 
be a surprise to the can-
nabis entrepreneur who 
is seeking capital from 
investors. 

A company’s inabil-
ity to take advantage of 
deductions for ordinary 
business expenses sig-
nificantly hurts profit 
margins and may cause 
investors to think twice 
about investing. A busi-
ness’ financial state-
ments and projections 

of after-tax profits should take this into 
account. How the target handles this issue 
in its solicitation materials could help a 
prospective investor gauge an entrepre-
neur’s sophistication or naïveté.  

PRODUCT LIABILITY CLAIMS
Insurance law for cannabis-related 

risks is not developed, and product li-
ability lawsuits against manufacturers 
of cannabis products are a top concern. 
Accordingly, investors and companies 
should review their insurance policies 
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with counsel and understand that cov-
erages may be limited or challenged by 
insurance carriers.

   
BACKGROUND CHECKS

An investor should not be surprised if 
a cannabis entrepreneur developed his 
or her interest and expertise long before 
legalization. It is therefore wise to con-
duct criminal background checks on the 
founding team. An arrest for possession 
at a frat party a decade ago may be over-
looked, but if a member of the founding 
team, for example, served time in pris-
on for numerous violations, the investor 
should seriously consider passing on the 
opportunity.

  
MARKET ACCEPTANCE

Even if a majority of voters support 
adult non-medical use of cannabis prod-
ucts, retailers and distributors may be 
reluctant to carry them for a variety of 
reasons. 

One common mistake that entrepre-
neurs make is the belief that their product 
is so good that it will sell itself. Canna-
bis products are no exception, and have 
the added challenge of convincing retail 
partners to carry their products. 

CONCLUSION
These are only a scattering of some 

of the risks that a prospective investor 
should consider. Risks may also arise in 
connection with oversupply, intellectual 
property  (inability to register a federal 
trademark), lower-priced competition 
from the black market, labor issues, and 
of course, more general risks arising from 
agricultural, supply chain, employment 
and economic/market conditions. 

Many more risks that prudent inves-
tors should be aware of and companies 
should disclose will certainly develop 
along with the industry and changing 
law. Identifying and anticipating such 
risks is essential in this very green field.

 
Andrew M. Walsh is an attorney in Ander-

son Kill’s Stamford, Connecticut office. He 
advises entrepreneurs, emerging companies 
and private equity investors, including those 
in cannabis-related ventures, in company for-
mation, capitalization, mergers and acquisi-
tions, commercial transactions and corporate 
governance. 

We want to see your biggest and most beautiful plants! Send us photos of 
your monster plant or garden, and at the end of the season, the best of the 

best will be selected for a number of cash and advertising prizes. Photos 
must be high-resolution and allowed to be published to qualify for a prize. 

For more information, or to submit an entry, email 
Editor@MarijuanaVenture.com

ENTER THE

M  A  R  I  J  U  A  N  A

VENTURE
PHOTO CONTEST
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KNOW THE 
ROADBLOCKS

Before investing your money, spend some time learning the landscape
By Dr. Aseem Sappal

Crossroads, right turns, speed bumps 
and highways. Sound like direc-

tions? Perhaps, but this isn’t the yellow 
brick road. The bricks are green and nav-
igating the roads of the cannabis industry 
faces its fair share of roadblocks.

If you have travel plans to enter the li-
censed and regulated marijuana industry, 
be prepared to hit a few pot holes. But 
understanding what to do and what not 
to do within the industry should be your 
first stop. 

It’s not only important to find your area 
of interest or niche but your area of ex-
pertise. What you don’t want to do is start 

a business without any business experi-
ence. The fact that your main commodity 
— marijuana — is something that is still 
sold on the street doesn’t make business 
management or dispensary operations 
any easier. In fact, the challenge is great-
er as you have far more regulations and 
far less tax breaks. This is often when a 
grower and businessperson may choose 
to partner their skills. 

For the purpose of this article, we will 
focus on four aspects under the umbrel-
la of marijuana enterprise: law, business, 
dispensary operations and horticulture.  

>> CONTINUED ON PAGE 94
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LEGAL MATTERS
Before you do anything in the cannabis 

industry, it’s imperative that you under-
stand your local, state and federal laws. 
Keep in mind that cannabis is federally 
illegal. Whether you’re talking about one 
plant, one seed or one flower, the federal 
government sees it as a crime. So take this 
moment to give yourself a pat on the back 
for helping legitimize, monetize and ma-
terialize this nascent enterprise.  

If you’re entering this industry, you 
should have a number of legal questions 
for an attorney. Have your questions pre-
pared so you can get as many of them 
answered before your $400 hour expires. 
It’s important that you also understand 
your rights as a citizen, business owner 
and patient. Keep in mind that it’s not just 
important to know your rights, but know 
how to exercise those rights.

If your state has medical or recreation-
al marijuana laws and you operate within 
those laws, that doesn’t mean you can-
not be arrested. Remember, anything can 
happen when you have an encounter with 
law enforcement. Not all politicians, law 
enforcement officers, dispensary owners 
or even marijuana doctors know the law 
in its entirety. It’s often open to interpre-
tation and left for the courts to sort out.

Having a medical marijuana card 
doesn’t make you exempt from arrest. So 
how do these marijuana laws help you? 
The difference is prosecution versus ar-
rest. You can still get arrested in this en-
deavor, but if you follow state law you 
should be safe from state prosecution. 
But because marijuana is federally illegal, 
you are technically still subject to feder-
al mandatory minimum sentences, so it’s 
important to study those guidelines. The 
good news is that the federal government 
has recently backed off on interfering in 
state affairs, but remember that doesn’t 
mean it cannot happen. 

You should consider retaining both a 
business attorney and criminal defense 
attorney for your team. Generally all state 
marijuana initiatives that have been ap-
proved by voters were partially written 
by or assisted by these two types of attor-
neys. Seek them out. Working with them 
assures you that you’re working with very 
experienced industry experts. 

BUSINESS
Do you want to work directly with mar-

ijuana or prefer an ancillary business? 
You don’t have to touch the plant to work 
in the cannabis industry. Figure this out 
before speaking with your attorney so you 
know what questions to ask. 

Plan out your business name and DBA. 
Do not use cannabis-heavy names for 
your legal business name, because you 
may run into issues when retaining a 

bank. Research banks and merchant ser-
vices that will work with the cannabis 
industry. 

Know that even if you have an ancillary 
business that has nothing to do with mari-
juana, you can still have issues with banks 
and merchants services, especially if you 
have the word marijuana in your business 
name. If big banks won’t take your mon-
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ey, you can always try small, local banks 
or credit unions. 

You can and should know which legal 
business entity works best for you and 
your portfolio, whether it’s a corporation, 
sole proprietorship, partnership or lim-
ited liability company. A mutual benefit 
corporation works well for an individual 
that will be the sole board member, such 
as a one-person delivery business. Coop-
erative corporations require three board 
members and cost more to form, but for 
many businesses they offer greater pro-
tection. 

If you have assets, then generate an as-
set protection plan. Understand the poten-
tial for asset forfeiture. Study recent case 
history and discuss best entities alongside 
a potential trust with your accountant and/
or attorney. 

Make sure you know section 280E of 
the IRS code. It states the following:

“No deduction or credit shall be al-
lowed for any amount paid or incurred 
during the taxable year in carrying on any 
trade or business if such trade or busi-
ness (or the activities which comprise 
such trade or business) consists of traf-
ficking in controlled substances (within 

the meaning of schedule I and II of the 
Controlled Substances Act) which is pro-
hibited by Federal law or the law of any 
State in which such trade or business is 
conducted.”

Know that cannabis is a Schedule 1 
controlled substance, which means that it 
has no medical use, according to the Unit-
ed States government (despite the gov-
ernment’s ownership of Patent 6630507 
B1, which registers cannabinoids as anti-
oxidants and neuroprotectants).

In business, it’s important to get out of 
the red and into the black. In this business 
it’s important to get out of the gray area 
first. 

DISPENSARY OPERATIONS
The moment you open up a dispensary, 

law enforcement will pay you a visit. You 
just may not know when they do. Good 
or bad, they will pass judgment on your 
operation the moment they walk in. Do 
you operate a professional, even clinical 
patient facility or is it less serious, safe 
or secure?

Do you remember the last time you 
went to a store? Were you treated well? 
Provided good customer service? Will 
you go back? Law enforcement will 
judge you the same way you judge stores. 
A dispensary is no different. Give them 
a reason to believe you are providing a 
quality and much needed service to the 
community.

Don’t just sell dried cannabis. Provide 
cannabis in other methods of ingestion. 
Provide sublingual tinctures, topical ap-
plications, edible medicine or even in-
halers. Provide literature, resources and 
educational materials. Use proper labels 
on your products and have them lab test-
ed. Doing so shows that you are less con-
cerned with cash and more concerned 
with care and compassion for patients and 
customers.

Train your staff on the different strains, 

PEOPLE FEAR 
WHAT THEY DON’T 

UNDERSTAND. 
PROVE THEM 

WRONG. 
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Photos by Sonya Yruel/Drug Policy Alliance

genetics and terminology. Don’t use 
words like weed, or street terms like 
“zip” to reference quantities. Take your 
time with customers, as you often need to 
exercise patience with new patients and 
people unfamiliar with cannabis. 

Remember when you move into a 
neighborhood, your neighbors may be 
uneasy. 

People fear what they don’t under-
stand. Prove them wrong. Introduce 
yourself with a handshake and a smile. 
Don’t allow your customers to use prod-
ucts in your parking lot. Have your se-
curity guard circle the block. When you 
clean outside your entrance, clean to the 
left and right of your neighbors’ entranc-
es. Have your staff patronize the local 
restaurants. There will be public hearings 
regarding your business. When there are, 
rather than calling you a nuisance, they 
will say that the block is cleaner, crime 
has gone down and business is better.  

If you’re planning on opening a dis-
pensary, you still need to understand the 
basics of growing cannabis for two pri-
mary reasons. The first is that many states 
require dispensaries to cultivate their 
own products.

The second is that the dispensaries 
need quality assurance that includes an 
educated conversation with their suppli-
ers. 

Ask your growers what type and watt-
age lights they use for growing, what me-
dium they use and how they treat pests 
and pathogens or mold and mildew. Do 
they use organic or veganic nutrients or 
neither? This will also help you grade 
and price your product for retail.

HORTICULTURE
Just as there are many ways to grow 

cannabis, there are just as many ways to 
maintain safety for your grow, your crop, 
your employees and yourself. The first is 
security. Security starts with silence. Be 
discrete about talking about your grow, 
and be careful about showing the size 
and location of your facility. Do not poke 
the bear.

Exercise safe and responsible practic-
es. Make sure your electrical is set up by 
a licensed electrician. Do not steal elec-
tricity. Exercise proper waste disposal of 
chemicals and nutrients. Do not empty 
contents into the sink. Do not place trim-
mings in your garbage. Keep in mind that 

your outside garbage is public property 
and anyone can go through it once it’s on 
the curb.

Transportation is a big concern for 
growers. Before you transport your prod-
uct, have a friend help you with your 
vehicle check. Check to make sure your 
break lights and signal lights are work-
ing. Do you have bald tires? Do you have 
a tassel hanging from your rear view mir-
ror? How about bumper stickers? Law 
enforcement can potentially use any of 
these reasons to pull you over. Keep any 
cannabis in a locked container in your ve-
hicle. It is best not to speed or cross state 
lines while driving. Never drive under the 
influence of marijuana. Don’t give law 
enforcement a reason to pull you over. 

Now, you might say, ‘Why should I be 
concerned with these things when I am 
following local and state laws?’ 

Although you are following the law, 
that doesn’t mean every law enforcement 
officer knows that. Following state mar-
ijuana laws doesn’t mean you can’t be 
hassled or arrested. You can win your 
argument in court, but exercising these 
practices can avoid the headache all to-
gether.

Your best GPS in navigating a marijua-
na-related business venture is an educa-
tion in higher learning. Don’t just invest 
your money, but invest your time into as 
much research and education as you can. 
And remember, if you don’t follow the 
rainbow, you won’t find the pot … the 
pot of gold, that is. 

Dr. Aseem Sappal is the provost and dean 
of the faculty at Oaksterdam University, 
which has been conducting cannabis-related 
educational programs since 2007.
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A grower lifts the lid to reveal an impressive 
root structure of a cannabis plant. 
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With various levels of legalization 
being implemented across the na-

tion, an increasing number of cultivators 
are practicing all-natural gardening tech-
niques while taking advantage of tem-
perate, sunshine-infused climates. This is 
mostly to due to working within the pa-
rameters Mother Nature has provided.  

However, for many growers, these great 
conditions simply may not exist (hello, 
Alaska!). For those growing indoors, wa-
ter culture is an alternative to using soil 
that lands on the opposite end of the culti-
vation spectrum. 

Growers even have the choice to ditch 
mediums altogether if they want to. No 
medium? That’s right. Some hydroponic 
systems like the nutrient film technique 
(NFT) rely on a thin layer of water that 
travels through enclosed channels, where-
by plants retrieve all the nutrient-rich solu-
tion they can tolerate.  

If you’re an indoor grower, and knock-
ing out heavy, consistent crops is your 
goal, then using a hydroponic system 
might just be what the doctor ordered. 
Controlled environments and hydropon-
ics go hand-in-hand, and the combination 
gives growers the chance to really push the 
extremes that are possible when growing 
indoors. 

Arjan Roskam, owner of the Greenhouse 
Seed Company and a great proponent of 
synthetic growing, once said “Grow big 
or go home,” and that’s exactly what this 
growing methodology is all about.

In this article, we’ll discuss why hydro-
ponics and controlled-atmosphere grow-
ing environment (or C.A.G.E. for short) 

work so well together. We’ll look into the 
different parameters needed to fully op-
timize this growing technology, and then 
we’ll wrap things up by reviewing the 
most applicable hydroponic systems for 
unleashing your plant’s genetic potential. 

REPLACING MOTHER NATURE
The thought of growing indoors and 

not in the ground may seem unusual, and 
a little counter-intuitive to some garden-
ers. Right out of the gate, the decision to 
grow indoors defies thousands of years of 
plant evolution, which have blueprinted 
plants to work within multiple symbiotic 
relationships that exist outdoors. The chal-
lenge that exists with growing indoors is 
to replicate Mother Nature using artificial 
lights and HVAC equipment, while simul-
taneously getting plants to thrive when 
clearly out of their element. 

Lucky for us gardeners, plants, like hu-
mans, have different ways of utilizing nu-

trients. Outdoors in nature, plants utilize 
what’s called the soil food web (SFW) to 
receive their nutrients. When growing with 
synthetics, you bypass the SFW system 
and are essentially force-feeding plants. 

It’s akin to humans receiving nutrients 
intravenously as opposed to eating. The 
nutrients get there, just by a different 
means of delivery. It’s this different deliv-
ery system that makes hydroponic grow-
ing possible. 

PUSHING BOTANICAL EXTREMES
A good analogy to explain the extremes 

that plants can be pushed to comparing 
a “natural” athlete to a performance en-
hanced athlete. We have all heard by now 
how prevalent the use of performance-en-
hancing drugs are in the professional 
sports world. Just as these artificial means 
allow athletes to reach new levels of per-
formance, cannabis producers can use 
C.A.G.E., hydroponics and CO2 to “push” 
their plants well beyond standard growth 
rates. Growing “performance-enhanced 
plants” really has no downside in the short 
term. Like with humans though, these 
high-performance rates would likely take 
a toll on the plant’s physiological system 
if it were to endure these extremes over a 
sustained period of time. 

However, this should be of no con-
cern, considering that most hydroponical-
ly-grown cannabis can go from clone to 
crop in under 12 weeks.  

Consistent, heavy crops are a direct by-
product of combining beautiful growing 
conditions with a dialed-in fertilizer reg-

Go with the Flow
Taking a dive into water culture and hydroponic growing techniques

By Chris Bayley
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imen. The goal should really be to grow 
your plants in what’s referred to as “phar-
maceutical” type growing conditions. The 
fertilizer regimen includes the nutrient 
formulation, nutrient ratios and total dis-
solved solids, as well as the frequency and 
duration of feedings. 

Here’s one of the biggest secrets to 
achieving a high metabolic growth rate 
in plants (and it’s the same for humans) 
— don’t ever feed the plants more than 
they need. This concept seems simple, but 
unfortunately this idea gets largely over-
looked in the synthetic growing commu-
nity, where more is generally considered 
better. The goal should always be to use as 
little fertilizer as possible, or rather, learn 
to match the nutrient strength to the plant’s 
growth rate.  

HYPER GROWTH PARAMETERS 
There are a multitude of factors to keep 

in mind when you begin pushing plants 
past their normal growth rates, and when 
doing so, it’s mandatory that all other pa-

rameters adjust accordingly. The old adage 
about the weakest link in the chain abso-
lutely applies when obtaining this level 
of performance. Here is a breakdown of 
the parameters you’ll want to manipulate 
in order to facilitate faster than normal 
growth rates.  

CO2
Our earth’s atmosphere currently has an 

ambient CO2 concentration of around 400 
parts per million, which is up from around 
250 parts per million before the Industri-
al Revolution went into full swing, start-
ing in the mid- to late-1700s. Scientists 
have been experimenting with increased 
concentrations of CO2 to learn just how 
much plants can utilize. Through these 
experiments, it’s been observed that plants 
can handle upwards of a 500% increase 
in CO2 concentrations, which would 
be around 2,000 parts per million. Even 
though plants can handle those high con-
centration levels, a more ideal CO2 level 
for indoor cultivation is around 1,500 parts 
per million. 

Plants are more efficient at utilizing 
these increased levels of CO2 if the grow 
room temperatures are kept in the 80-85 
degree range, which may prove favorably 
for growers having a hard time keeping 
their temperature in check. Keep in mind 
that if you’re relying on constant ventila-
tion to keep your room cool, then adding 
CO2 will be a waste of time. CO2 is best 
used in rooms where the ambient air tem-
perature can be kept in check via air con-
ditioning systems that recirculate the air 
rather than removing it. 

Also, if you’re attempting to operate 
what is known as a closed-loop growing 
environment, then CO2 will be mandatory. 
These closed-loop systems rely on sensors 
to maintain a preset CO2 concentration 
level.  

 
HEAT

Along with in-room environmental reg-
ulation, the temperature of the water used 
in your hydroponic system may need to 
be augmented also. This is accomplished 
through a piece of equipment call a water 

<< CONTINUED FROM PAGE 99

Photos courtesy Current Culture H20

Young clones growing 
in a Current Culture 
H20 setup. 



chiller. These systems are closed-loop wa-
ter recirculators that operate just like the 
radiator in your vehicle. As water recir-
culates from the growing system’s reser-
voir to the chilling unit, the nutrient water 
passes through coils where air is used to 
wick away the heat. There are industrial 
units capable of handling commercial size 
operations. 

If you are having a hard time regulating 
the ambient heat in your grow room, you 
will need a system like this to keep your 
plants happy and thriving. Plants can with-
stand higher temperatures in the growing 
rooms as long as the solution their roots 
are subjected to can be kept between 68 
and 74 degrees.  
OXYGEN AND TEMPERATURE IDEALS

Aside from oxygen being one of the 
essential nutrients for plant survival, root 
systems live and thrive in an aerobic 
world. The amount of oxygen that can 
be contained within the nutrient solution 
and utilized by the plants is referred to as 
dissolved oxygen (DO). There is a direct 
correlation between temperature and DO 
levels. The higher the temperature rises in 
the nutrient solution, the less DO the solu-
tion can hold. 

In order to fully saturate your nutrient 
solution, you’ll want to use an air pump 
along with air stones. Air stones break the 
incoming air stream into very small bub-
bles, which create a greater surface area, 
or point of contact, for the oxygen to dis-
solve into the nutrient solution. Creating a 
waterfall effect within the hydroponic sys-
tem is another great way to keep the solu-
tion fully saturated. Full oxygen saturation 
is important for accelerated growth.     

CHOOSING THE RIGHT SYSTEM    
With so many ways to cultivate hydro-

ponically, how does one go about deciding 
which method to use? To answer that ques-
tion, let’s talk about the considerations to 
keep in mind when contemplating water 
culture systems. Then we’ll take a look 
at the systems that are available and how 
they operate.

USER-FRIENDLY SYSTEMS 
Hydroponic systems come in a variety 

styles. In the simplest terms, a basic hy-
droponic system can closely mimic grow-
ing in containers with soil, or can be as 
technical as a fog-infused aeroponic sys-
tem. Whichever type of system you decide 

to go with, just remember, cleaning the 
system will be imperative between crops. 
The time involved for cleaning your sys-
tem will be predicated on the complexity 
of the system. It’s highly recommended to 
follow the KISS philosophy here (keep it 
simply smart), especially until you’ve got 
a solid grasp of these growing methodolo-
gies’ idiosyncrasies. 

SOLUTION OR MEDIA BASED SYSTEMS
Some hydroponic systems require a me-

dium to be used; others can be operated 
without using a medium at all. The biggest 
difference between the two is the buffering 
capacity that using a medium will provide. 

Buffering capacity is defined by a me-
dium’s ability to resist pH fluctuations 
throughout the growing cycle. Stabilizing 
the pH is critical for averting nutrient defi-
ciencies and toxicities, which can happen 
through nutrient lock-out if the pH swings 
too far up or down. Growing mediums all 
have some degree of buffering action that 
can help stabilize the pH. 

Solution-based growing systems have 
no medium to help buffer the nutrient 
solution’s pH and therefore must be moni-
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tored constantly.

MEDIUM CULTURE
This type of system requires a medium 

that the plant’s roots will need to grow into. 
Simply fill your containers with a soilless 
mix or other inert medium which can then 
be hand watered. To automate this system, 
place the containers into flood and drain 
tables. Next, connect a reservoir to the 
table via poly hoses, and then attached to 
pumps, and voila, you just automated the 
system. This simple system can be scaled 
up as much as you’d like — no size is too 
large. This is a bottom-feed system that re-
lies on the capillary action of the medium 
to move moisture up the container.  

Stone wool works wonderful in this type 
of system. It’s an inexpensive way to grow 
hydroponically on a large scale, while pro-
ducing great results. Top-feed systems, 
also known as drip systems, are just like 
the bottom-feed system, except it uses 
drip emitters that allow nutrient solution 
to enter the top and flow out the bottom. 
An advantage to a top-feed drip system is 
that the medium gets continuously flushed 
with every watering, taking away excess 
salts in the process.

Stone wool, perlite, vermiculite and 
expanded clay aggregate are some of the 
best substrates to use in medium culture. 
Commonly, these substrates are mixed 
to achieve differing levels of solution re-
tention. There are many more substrates 
that could be used, but on a commercial 
scale, inert mediums are more suitable for 
decreasing possible pathogenic contam-
ination. However, using biodegradable 
all-natural mediums have their upsides, 
such as being compostable, as opposed to 
taking up landfill space. These substrates 
include wood byproducts, coconut coir 
and rice hulls. A newer substrate some 
growers are experimenting with is sheep’s 
wool, which acts much in the same way as 
stone wool, but is completely renewable, 
like with the other natural sources. With 
different solution retention properties, 
some mediums will require one to two 
feedings a day, whereas others will require 
hourly feedings.  

SOLUTION CULTURE
Just as the name implies, these type of 

hydroponic systems require no medium at 
all. These systems operate by constantly 
submerging the plant’s roots in the nutri-

ent solution, or are intermittently sprayed 
on timed cycles, or a hybrid system using 
both. The different systems that fall into 
this category are NFT, deep-water culture 
(DWC), aeroponics and fogponics. Unlike 
medium-based systems that offer some 
buffering, solution-based systems require 
the most attention. Depending on your 
experience level, it may behoove you to 
work your way up to these types of sys-
tems. The margin of error is smaller with 
solution-based systems and doesn’t take 
long for things to get out of control.

HYBRID SYSTEMS
Here is a solution-based hydroponic 

system that incorporates multiple system 
designs with outstanding results. This sys-
tem integrates flood and drain tables with 
the operating efficiency of an NFT system. 

This system has been dubbed CRSPT, 
which stands for continuous-recircula-
tion shallow pool technique. Most often 
the system is operated using four-foot by 
eight-foot flood and drain tables. Panda 
plastic or dark-colored Plexiglas sheets are 
used to sit atop the trays. Panda plastic can 
be cut to allow the placement of rock wool 
blocks, or your medium of choice, through 
to the tray below. If a medium-free version 
is desired, spaced holes in Plexiglas can 
receive neoprene pucks that are used to 
hold the plants in place. Once the plants 
are placed into the system, the pumps are 
turned on permanently and the water lev-
el is set to about a half inch. It is not un-
common to end up removing a one-inch 
deep mat of roots out of this system upon 
harvesting. This is an important point that 
should not be overlooked because a larg-
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er root system is directly correlated to a 
plant’s eventual size.

ALL-NATURAL HYDROPONICS   
The two most common terms describing 

the use of all-natural fertilizers in hydro-
ponics is organoponics or bioponics. The 
attempted goal of this experiment is to 
replicate the quality potential of cannabis 
grown using an all-natural living soil mix. 
This method is perhaps the most difficult 
growing methodology in all of horticulture 
to master. Growers using this method are 
attempting to replicate the SFW within a 
liquid construct. There’s no place for stag-
nation in this system, and it’s absolutely 
fascinating. Get some time under your 
growing belt before taking this one on, 
but for seasoned growers, it is definitely a 
worthy challenge to experiment with. And 

if pulled off successfully, the results will 
be nothing short of spectacular.

CIRCLING THE VORTEX
One great thing about hydroponics is 

that there are systems for any skill set. 
These systems can operate anywhere in 
the world. For example, NASA exclu-
sively experiments with water culture as 
its choice for plant cultivation in space, 
which is one of the hurdles for interstellar 
exploration. Closer to home, hydroponics 
make it possible to grow food and canna-
bis in places that would normally be inhos-
pitable to growing plants at all, such as our 
planet’s Polar regions.  

Water culture is truly a beacon of hope 
for some. However, this article would be 
remiss if it didn’t address the main reason 
hydroponics gets a bad rap. Thousands 

of gallons of used nutrient solution gets 
dumped into our environment each year. 
Although this pollution pales in compari-
son to large-scale petro-chemical agricul-
ture, it damages the environment all the 
same. If hydroponic systems are managed 
correctly, it’s possible to cut back on what 
exits your facility by 95%. There is no rea-
son why cannabis growers shouldn’t take 
the lead in demonstrating earth-friendly 
agricultural practices.  Hydroponics does 
have the capacity to be green. And isn’t 
being green what it’s all about anyway? 
Until next month, remember, stay focused 
and let it grow. 

Chris Bayley operates Hortistructure, Inc. 
and Elemental Gardener out of Tonasket, 
Washington. He can be reached at 509-710-
2820, or through hortistructure.net.
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In this emerging age of state-legal mar-
ijuana manufacturing, professional 

growers need to strive for continually im-
proving results in order to stay viable as 
businesses. 

Growing cannabis is somewhat of an 
art, but it’s also a science in the sense that 
you can systematically up your game by 
testing and implementing new equipment 
and methods. Just like the human body, 
the full potential of the cannabis plant is 
unknown and not yet realized. Truly pro-
fessional growers approach their cultiva-
tion technique the same way athletes em-
ploy special diets and physical exercises 
to keep reaching new world records.

Here are some tips to help build and 
maintain a top-notch cultivation facility.

KNOW YOUR MEDIUM 
What are the particular traits of the dif-

ferent root-zone media, and how do their 
tendencies affect the nutrient regimen and 
the watering system? 

Water culture has its own special needs 
in order to work properly. Cocofiber, inert 
media (like rockwool) and soils do too. 
How fast does the water move across the 
roots and how frequently does it need re-
freshing with food and oxygen? This will 
vary noticeably from one medium to the 
next and needs to be identified and bal-
anced as quickly as possible. 

Since cannabis plants grow and change 
throughout their lifecycle, balance can be 

a moving target. They’ll use less food and 
water when first planted and more over 
time, with nutrient proportions changing 
as plants progress through the flowering 
cycle. 

Additionally, each medium has its 
own tendency toward grabbing and re-
leasing nutrients to the plants that de-
pends on several factors such as cation 
exchange capacity (CEC), pH and mi-
crobial activity. 

KNOW YOUR WATER AND NUTRIENTS
Send your source water, soil mix and 

nutrient solution to a local lab for testing. 
Your pH and TDS (total dissolved solids) 
meters will tell you some of the story, but 
the lab will give you very specific data. 

When it comes to nutrients, keep in 
mind that the labels never really tell the 

Pro tips for growing a 
better cannabis crop

By Jennifer Martin

>> CONTINUED ON PAGE 106

SINCE CANNABIS 
PLANTS GROW 
AND CHANGE 

THROUGHOUT 
THEIR LIFECYCLE, 

BALANCE CAN BE A 
MOVING TARGET. 

Understanding your soil, your strain and your 
process will improve yields and the final product
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whole story. 
Labeling laws require listing the propor-

tions and percentages of three significant 
nutrients — nitrogen, phosphorus and po-
tassium (N-P-K) — but they don’t require 
listing details about the 11 others: calcium 
(Ca), sulfur (S), magnesium (Mg), boron 
(B), chlorine (Cl), manganese (Mn), iron 
(Fe), zinc (Zn), copper (Cu), molybdenum 
(Mo) and nickel (Ni). 

Marijuana plants prefer a certain pro-
portion of all these elements, but there’s 
no way to know if your water, medium 
and nutrients comprise the right combina-
tion without scientific testing. 

Soil testing labs will accept liquid and 
soil samples to analyze the quantity of 
available nutrients, and sending in regular 
samples for testing will allow pro grow-
ers to obtain and create nutrient maps 
that show where supplementation or ad-
justments in the feeding regimen are war-
ranted throughout the course of the plant’s 
lifecycle. 

Some labs in cannabis-legal states will 
even accept leaf and flower tissue sam-
ples for nutrient analysis. Matching tissue 
analyses with soil and nutrient data will 

paint a detailed picture of the needs and 
trajectory of the garden, which will vary 
somewhat between different cultivars and 
environmental conditions. 

KNOW YOUR STRAINS
Dogs are all dogs, but Chihuahuas ar-

en’t much like German shepherds. The 
same is true with the physical nature of 
different cannabis strains. They are all 
cannabis, but some strains are like vines, 
others are like bushes, and many are in 
between. 

Along with different physical profiles 
come different handling methods, and 

even feeding regimens. 
To get the most out of a cannabis gar-

den, growers need to learn how to shape 
each strain with its own unique pruning 
technique. Lanky strains react better to 
more regular pruning early in life while 
stout strains need time to stretch out. 
Some strains branch more readily while 
others need encouragement. Each plant 
canopy yields the most when the optimal 
number of flowering tops is maintained. 

This number can only be determined 
with experimentation over time. 

The best growers have found that sweet 
spot with each strain and learn to train it to 

<< CONTINUED FROM PAGE 105 MATCHING TISSUE ANALYSES WITH 
SOIL AND NUTRIENT DATA WILL PAINT 
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its ideal height and density for maximum 
yield. 

MINIMIZE VARIABLES
Always make sure to properly balance 

experimentation with reliability. Perhaps 
the most common trait of a less experi-
enced grower is allowing too many vari-
ables in the system, thereby not knowing 
which product or method is causing what 
result. 

Removing as many variables as possi-
ble will make steady, ongoing improve-
ment more feasible. 

This means measuring and document-
ing as much data as possible, including 
photos that reflect the garden’s physical 
changes that are associated with different 
handling techniques. The data must be re-
viewed, analyzed, compared with images, 
and lab tested in order to achieve optimal 
results. 

CULTIVATE SYSTEM AWARENESS
With investors now taking their seats at 

the table and the wholesale value of can-
nabis flowers trending downward, good 
growers should make sure they use the 
most effective tools and methods to obtain 

great results. 
That means using quality testing meters, 

atomizers for effectively applying sprays, 
high-efficiency full-spectrum lighting, 
and reliable environmental control sys-
tems. All of these pieces must be assem-
bled into a system that is ergonomic, ef-
ficient, safe and sensible for site workers. 

Good workflow depends on the right 
tools and the right environment coming 
together, and workers always perform bet-
ter when systems are sensible, simplified 
and well explained. 

ENGENDER EMPLOYEE SATISFACTION
Create incentives for employees to care 

about results and reward them for improv-
ing their outcomes. Legal cultivation fa-
cilities receive hundreds of resumes from 
people excited to legitimately participate 
in the industry, and this phenomenon 
has driven down the pay rate simply due 
to the law of supply and demand. What 
many facility managers don’t realize is 
that low-wage replaceable workers rarely 
go the extra mile to make sure problems 
are immediately addressed and details are 
attended to. 

Flowering plants won’t wait to get help. 

The flowering process continues to unfold 
with its own countdown clock, and even 
one day of light, nutrient, or pH imbalance 
will stop plants from reaching their poten-
tial. Workers who care about outcomes 
will stay late to solve a problem as soon 
as it’s identified, thereby minimizing the 
potential loss in value to the crop. 

Cultivators in the legal cannabis indus-
try must embrace complexity as a way of 
life. 

Cannabis plants are living beings that 
are sensitive and reactive to their condi-
tions, just as humans are. But unlike hu-
mans, cannabis lives its entire lifespan 
in a few short months, rapidly changing 
every day. Truly professional growers are 
those who combine a sharp eye with quick 
reactivity, the right materials, good track-
ing methods, scientific data and years of 
experience. 

Jennifer Martin is the winner of the 1998 
San Francisco Bay Area Cannabis Cup, and is 
a pioneer in the US marijuana clone industry. 
She currently speaks at national conferences 
and consults for the legal cannabis industry. 
She can be reached through her website Mari-
juanaPropagation.com.
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This past month has allowed me 
to travel up through Oregon 
and Washington to visit cli-

ents and to get new farms certi-
fied. It was a good opportunity to 
see firsthand the issues looming 
on the horizon for the Washington 
State farmers and to compare the 
approaches taken by Oregon and 
Washington as both states try to 
fine-tune regulations for the le-
gal marijuana industry. 

The first thing that struck me 
was that Oregon’s barrier to be-
coming a legal marijuana grower 
is set at a level that makes it 
possible for many small, diverse 
farmers to become legal growers 
under state law. This ease of en-
try does require state registra-
tion and other requirements, so 
it is not without effort. Howev-
er, the cost of state compliance 
is low enough for many farmers to 
reap the benefits of this exciting 
new agricultural crop. A model 
such as this, where many culti-
vators from different economic 
levels can join the industry, and 
the economic benefits are shared 
by those throughout the state, is 
a far better model than the trend 
toward high entrance costs and 
high taxation.  

Washington, by comparison, has 
made the entrance barrier diffi-
cult and expensive. The require-
ments of abundant security sys- >> CONTINUED ON PAGE 110

tems, fencing, product tracking, 
paperwork and a system of tax 
points has made the Evergreen 
State’s legal market very diffi-
cult to get into for an undercap-
italized farmer. Hence, fewer, 
but larger, farms are being de-
veloped. While this may seem good 
from a state security viewpoint, 
it is short-sighted in that the 
economic benefits to the state 
would be far greater if more res-
idents who wanted to grow for 
the legal market could partic-
ipate. Instead of the economic 
benefits being more equally dis-
persed throughout the economy, 
high entrance costs and limited 
entry give monopolies to a very 
few well-connected people. Lim-
ited entry makes the process of 
permit acquisition more suscep-
tible to corruption and closed-
door arrangements.

The manner in which the two 
states have allowed retail out-
lets, whether for medical or 
adult-use, to develop is also 
very different. In Washington, 
the state did not limit the num-
ber of grower applications, but 
it did limit the number of legal 
retail outlets. Hence, a large 
number of farmers got into the 
business and successfully grew 
more cannabis than could be moved 
through the limited number of le-
gal outlets. This bottle-neck in 

www.marijuanaventure.com  |  109



the system created an over-sup-
ply of high quality cannabis, 
causing the farm price to plummet 
as growers jockeyed to get their 
product into the legal market. 

Oregon, on the other hand, has 
again opted for lower barriers to 
entrance into the retail outlet 
market. Here, smaller producers 
or business people are able to 
navigate the permit process, as 
well as handle the expenses. So 
more outlets have opened, al-
lowing for a more market-based 
equilibrium to develop between 
consumer demand, number of re-
tail outlets and production. In 
Washington, an operation that 
grows cannabis is prohibited from 
opening a retail outlet. In the 
over-supplied market, the own-
ers of the legal outlets are able 
to demand lower and lower prices 
from the producers. The fact that 
the farmers are not allowed to 
sell directly to their consumer 
puts a serious barrier in place 
to the orderly growth of the in-
dustry in Washington. 

Lastly, Washington’s current 
model of taxing the producer, 
processor and retail outlet sep-
arately has kept the price of le-
gal marijuana so high that the 
black market has continued to 
thrive.

>> CONTINUED ON PAGE 112
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Ryan Hamreus, co-owner of Emerald 
Twist Farm, meets with Chris Van Hook (right) to discuss the new crop. 
Photos courtesy Chris Van Hook and Green Barn Farms.
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However, Washington farmers 
I’ve spoken with did have reason 
to be cautiously optimistic. The 
phasing out and reduction of the 
medical marijuana market will 
move a lot of those purchasers 
into the adult-use marketplace. 
A reduction in the tax bite from 
75% down to the mid-30% range, 
more in line with the taxes on 
alcohol, would help open up the 
legal marketplace as well. Real 
solid growth in the production 
segment of Washington’s industry 
will not be possible, however un-
til the barriers to opening a re-
tail outlet are lowered and the 
number of permitted outlets are 
allowed to rise.  

All of the farms I spoke with in 

Washington were frustrated with 
the packaging requirements of the 
state. Packaging large outdoor 
crops into 1-, 2-, and 3.5-gram 
packages is not only time consum-
ing and expensive, but it has a 
huge environmental footprint as 
well. Cutting buds down to get 
an exact weight is a disappoint-
ment. One suggestion was to al-
low for the “deli weight” type of 
packaging, where a complete flower 
would be packaged and sold by its 
unique weight, much like random 
cuts of cheese. 

Allowing producers to take bulk 
units to retail outlets where 
each sale will be weighed out 
and packaged at the point of sale 
would also help reduce the time 

>> CONTINUED ON PAGE 114

Green Barn Farms

Addy, Washington

Emerald Twist
Goldendale, Washington
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and expense of the current sys-
tem. One way or another, Wash-
ington will have to look at and 
amend its packaging regulations 
and requirements.

Two farms that are leading the 
way in this difficult industry are 
Emerald Twist (www.emeraldtwist.
net),and Green Barn Farms (www.
green-barn.com). Both Emerald 
Twist and Green Barn Farms are 
sun-grown farms in Eastern Wash-
ington. Both have reduced the 
amount of artificial light used 
to the minimum, relying mostly 

on the full bright sunshine East-
ern Washington receives during a 
large part of the year. Green-
houses allow both farms to extend 
their growing seasons, or to run 
a second light-dep crop during 
the natural growing season. Emer-
ald Twist is entering its second 
year as a state-licensed grower, 
while Green Barn Farms is gear-
ing up for its first season. Both 
farms see lower prices for their 
product as a real challenge to 
remaining viable in the indus-
try, but both have begun taking 
steps to reduce their production 

<< CONTINUED FROM PAGE 112
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Farmer Brian 
Crawley, hard 
at work Green 
Barn Farms.



FOR SALE OR LEASE
Large, insulated industrial warehouse on 14 acres of irrigated ground located in Okanogan 

County, Washington. The property is just off Hwy. 97 in Tonasket, about 20 miles south 
of the Canadian border, and could be a prime location for a Cannabis business.

16 ROOMS   v   44,000 SQUARE FEET   v   $2,400,000

CALL 509.322.4732 OR EMAIL BILL@MCDANIELPROPERTIES.NET



costs and to market the benefits 
of outdoor, sun-grown produce.

Consumers have a lot of pow-
er by the choices they make with 
their dollars. Consumers need to 
consider the impacts their can-
nabis has on the environment. 
By supporting the legal growers 
within the state, Washington can-
nabis consumers can help reduce 
the black market industry. By 
looking for a sustainably-farmed 
cannabis, they can make a choice 
to support sound water use, farm-
ing methods that encourage en-
vironmentally-friendly farms and 
to reduce the reliance on fossil 
fuels.

Both Emerald Twist and Green 
Barn Farms are doing more than 
their share to move Washington’s 
cannabis industry into a more vi-
able and balanced future.
In the next installment, I will 

be traveling south through Cali-
fornia where a major drought is 
playing havoc on all agriculture, 
including marijuana cultivation 
in particular. Nonetheless, grow-
ers are planting large numbers of 
plants hoping they will be able 
to secure the water. We will see 
you then!

Chris Van Hook is the program direc-
tor for the Clean Green Certified Pro-
gram (www.cleangreencert.com), as well 
as a California medical cannabis com-
pliance attorney.
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An aerial view of Green Barn Farms in 
Addy, Washington.
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For the Seattle-based team at iUNU, en-
ergy-efficient lighting isn’t just about 

saving growers money on their electricity 
bills. Co-founders Adam Greenberg and 
Kyle Rooney believe it’s about finding a 
way to feed the world’s ballooning popu-
lation in the not-too-distant future. 

“By 2020 it will be nearly impossible to 
feed the whole world from farming out-
doors,” Greenberg, the company’s CEO, 
says. “That’s only five years away.”

Greenberg says exponential population 
growth, coupled by major water shortages, 
could force traditional outdoor farming to 
move indoors. 

“The way you end world hunger is you 
grow food closer to where it’s needed 
most,” Greenberg says. “Enabling that 

radical change of growing food in green-
houses and indoors wherever it’s needed is 
part of what we do.”

Traditional outdoor farming means 
matching crops with the ideal growing cli-
mate, and therefore a tremendous amount 
of time, fuel and money spent in trans-
portation. Nowhere is this more evident 
than an American supermarket, where 
one might find apples and cherries grown 
in Washington, avocados, grapes and al-
monds from California, corn from Illinois, 
oranges and grapefruits from Florida, let-
tuce from Arizona, potatoes from Idaho, 
broccoli from Texas and pears from Ore-
gon. 

“I look forward to the day where you 
have kiwi vines, you have grapes and mel-

ons and this local ecosystem that is culti-
vating everything people are consuming, 
and that can be crops that are normally not 
found in their region because of climate,” 
Rooney says. 

“It would be cool to be able to empow-
er that. When you factor in transportation 

Technology that feeds the world
Energy-efficient lighting could help revolutionize farming, iUNU founders say

By Garrett Rudolph
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THE WAY YOU END 
WORLD HUNGER IS 
YOU GROW FOOD 
CLOSER TO WHERE 
IT’S NEEDED MOST.

Photo courtesy iU
N

U

At Tetra Gardens, iUNU 
lights play a critical role 
bringing harvest to reality.
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and time, a lot of fruits and vegetables ar-
en’t as fresh, flavorful or nutritious as they 
could be.”

That concept may prove even more 
valuable outside the United States, where 
lack of resources and climate challenges 
make outdoor farming even more unten-
able. 

However, the prohibitive cost of indoor 
farming comes largely from electrici-
ty, which was the driving force behind 
iUNU’s origins. 

The company introduced its energy-ef-
ficient dual plasma lights in October 2014 
with the goal of providing a high-output, 
full-spectrum light for the entire indoor 
agriculture industry. Plasma technology, 
Rooney says, mimics the way the sun cre-
ates light, using radio waves to excite and 
ionize gases inside tubes. 

“The combination of optics, perfor-
mance and spectrum is some of our secret 
sauce,” he says. 

Greenberg adds that the iUNU lighting 
system was developed to be modular, so 
it’s simple to replace individual compo-
nents if a part malfunctions, as well as 
easy to upgrade as the company introduces 

more advanced products. 
“It’s like Legos,” Greenberg says. “You 

can just unplug something and plug some-
thing else back in to replace it. We don’t 
want people to have to buy a whole new 
fixture.”

While many lighting companies have 
aimed directly at the cannabis market, 
iUNU takes a fairly agnostic approach to 
marijuana. 

“There are a lot of lighting companies 
out there that are focusing just on canna-
bis,” Greenberg says. “We have to main-
tain the stance that we’re better at growing 
everything.”

The majority of iUNU’s customers are 
cultivating greenhouse crops, such as to-
matoes, peppers and cucumbers, as well as 
lettuce, Greenberg says. 

“It is an expensive lettuce light, but 
for leafy greens and lettuce we’re finding 

there’s a much different taste profile,” he 
says. 

“The same things you’re seeing in food, 
where you’re increasing flavor, you’re 
increasing nutritional value, the smell 
and the aroma and the terpenes, all of 
that translates across a variety of crops,” 
Rooney adds. 

At about $2,500 apiece, the iUNU dual 
plasmas do carry a steeper entry point 
than most HID and LED counterparts. 
The company is headquartered in Seattle, 
with its manufacturing facilities in nearby 
Auburn, Washington. It currently employs 
about 15 people.

“People always ask us, why aren’t you 
manufacturing in China?” Rooney says. 
“There are so many reasons not to man-
ufacture in China. … We like to look at 
all the reasons we have to keep it here (in 
Seattle).”

<< CONTINUED FROM PAGE 118 WHEN YOU FACTOR IN TRANSPORTATION 
AND TIME, A LOT OF FRUITS AND 

VEGETABLES AREN’T AS FRESH, FLAVORFUL 
OR NUTRITIOUS AS THEY COULD BE.
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A macro look at a pair 
of hemp seedlings Cliff 
Thomason is planting near 
Grants Pass, Oregon.



Oregon lawmakers laid the ground-
work for allowing hemp cultivation 

in 2009. Five years later, Congress gave its 
own approval of research-based, state-ap-
proved hemp projects with the signing of 
the 2014 Farm Bill. 

It would seem the industrial won-
der-plant was on its way to becoming Or-
egon’s next big agricultural product. The 
Oregon Department of Agriculture appar-
ently thought so too, issuing 13 licenses 
for hemp cultivation to farmers throughout 
the state. However, the licensing process 
kicked up opposition from nearly all sides 
of the issue, including the DEA, the medi-
cal marijuana industry and the agriculture 
department’s failure to follow its own pol-
icy. 

NOT IN MY BACKYARD
Almost all progress for Oregon’s hemp 

industry has been halted to a standstill, and 
the state doesn’t know quite where to be-
gin to solve the many problems. 

When the state Department of Agricul-
ture issued 13 cultivation licenses earlier 
this year, the process was completed with-
out obtaining GPS details of the proposed 
hemp farms, in direct violation of the 
agency’s own rules. 

The missing GPS data would indicate 
both the intended location of the hemp 
farms, as well as the size of the operations. 
The omission could force all 13 licenses 
to be revoked, before hardly a single seed 
has been planted. If that happened, South-
ern Oregon’s medical marijuana industry 
could breathe at least a temporary sigh 
of relief. Marijuana growers, fearful that 
cross-pollination could decimate the po-
tency of their crops, have fought to keep a 

substantial distance between the two can-
nabis cousins.

“Any hemp industry that produces pol-
len around here is going to destroy the 
value (of marijuana crops),” Cedar Grey, 
president of the Oregon Sungrown Grow-
ers Guild, told The Oregonian. 

Rep. Peter Buckley, D-Ashland, pro-
posed an amendment to House Bill 2668 
that would prohibit growing hemp with-
in five miles of a marijuana farm. The 
amendment, if passed, would also revoke 
all 13 previously issued licenses and re-
duce the number of farms down to six test 
plots, one for each hardiness zone already 
established by the U.S. Department of Ag-
riculture.

Buckley is also one of the members of 
the committee that will be responsible for 

regulating legal marijuana. Details in the 
amendment outline financial compensa-
tions for revoked hemp growing licenses 
but do little to atone for reduction of al-
lowed hemp farms until the end of 2017. 

Critics of the proposed amendment say 
it has been written in clear support of the 
already existing marijuana farmers and 
its five-mile buffer would prohibit hemp 
growing in some areas of the state. 

Cheryl Walker, a Josephine County 
commissioner, told the Bend Bulletin that 
the amendment would remove the chance 
of growing hemp in every possible loca-
tion of Josephine County. Cliff Thomason, 
one of the current hemp license holders, 
told The Oregonian that this legislation is 
basically the death knell of hemp in Jose-

Obstacles at every turn
Oregon’s start-up hemp industry faces challenges from inside and outside the state

By Patrick Wagner
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Edgar Winters, the first 
hemp licensee in Oregon. 
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phine County.
In an interview with Marijuana Venture, 

Thomason said he has already planted 
seeds on his 20-acre plot near Grants Pass. 
He said it’s been a challenge to wait and 
see what is going to happen with proposed 
legislation. With his seeds already grow-
ing, Thomason’s operation faces the threat 
of being uprooted from the land, partial-
ly because Measure 91 could mandate all 
cannabis operations to be at least 1,000 
feet away from schools. 

“One of the plots we’re farming on is 
right next to a high school,” Thomason 
said. “We were hoping to engage their 
agricultural department on the values of 
industrial hemp production in Oregon as 
well as the United States.” 

Thomason’s company, OrHempCo, has 
permits to grow hemp, cultivate seeds and 
to resell seeds for other licensed hemp 
farmers in the state. 

Thomason’s short-term plan is to mar-
ket the domestic sales of hemp seeds be-
fore launching his long-term CBD cultivar 
plans. But first he feels a good compromise 
is to only grow female hemp outdoors and 
regulate all males to indoor production. 

“My proposal seems welcome in most 
circles and it seems to be a better com-
promise than an all-out ban or pinning 
system,” Thomason said. “In Southern 
Oregon, a pinning system wouldn’t work 
because of all of the medical farmers.” 

In Josephine County, there are hundreds 
of medical marijuana growers (if not more) 
and just one hemp cultivation permit.  

“There’s no shortage of farm land. We 
have thousands of acres available,” Thom-
ason said. “It’s just trying to find a way to 
coexist with the medical marijuana oper-
ations, most of which would rather just 
not have any industrial hemp operations 
around them.”

Thomason said it’s tough feeling like 
there’s a target on his back.

“This is the first time we have been able 
to grow (hemp) for almost 80 years in Or-
egon and the obstacles that people are put-
ting up are amazing,” he said.

While states like Colorado, Kentucky 
and Tennessee have managed to reintro-
duce limited hemp cultivation in their re-
spective states, Oregon continues to be its 
own primary opponent. 

SEPARATING THE WEED FROM THE CHAFF
Although it still sounds unbelievable, 

Industrial hemp and its extraordi-
nary destiny are coming to fruition 

thanks to the perseverance and ingenu-
ity of brothers Ed and Carl Lehrberger 
and their partner Dr. Dick Wingerson, 
the founding team behind PureHemp 
Technology.

PureHemp Technology was formed 
to use the new biorefining fraction-
alization technology developed by 
parent company PureVision Technol-
ogy to quickly turn hemp stalks into 
raw materials for the manufacture of 
thousands of hemp-based products. 
In addition to traditional uses such as 
pulp for papers, tissues, personal hy-
giene and building products, there are 
emerging products and markets that 
can be produced from hemp using 
PureVision technology, such as bever-
ages, plastics, sweeteners, composites, 
chemicals, nutraceuticals, resins and 
sealers, among other possible uses.

“Everything you can do with oil, you 
can do with biomass and feedstock,” 
said Ed Lehrberger, PureVision’s pres-
ident and CEO. He said the other main 
focus of the company “is to get away 
from trees and to be tree-free.”

PureVision is already in the process 
of expanding into Oregon, with plans 
to build a commercial demonstration 

Harnessing the future with 
industrial hemp biomass

PureHemp Technology brings whole-plant 
processing to the emerging industry

By Joy Beckerman
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plant on a five-acre site along the Co-
lumbia River. The plant will be located 
in Boardman, where a cornstalk sup-
ply is located within a 50-mile radius 
and wood components are within a 
100-mile radius. Ed Lehrberger said 
that transportation becomes uneco-
nomical beyond that distance. 

“Once the technology is demon-
strated commercially, we will deploy 
it anywhere there is a feedstock sup-
ply,” he said. 

The Lehrberger brothers founded 
PureVision Technologies with Dr. 
Wingerson in the early 1990s, and 
Wingerson conceived PureVision’s 
patented technology in 1999. Pure-
Hemp was founded in 2014 upon le-
galization of industrial hemp cultiva-
tion in Colorado.

Wingerson has a doctorate in nucle-
ar engineering from MIT, as well as 
a Ph.D. in the same subject from his 
time serving as an Air Force scientist. 
In 1974, after completing a distin-
guished 25-year military career, Wing-
erson — by then a colonel — built a 
home in Crested Butte, Colorado. 

It was shortly thereafter that Wing-
erson met Ed Lehrberger, who was a 
freshman at Western State College. 

Photos courtesy Cliff Thom
ason, PureHem

pTechnology, Edgar W
inters

Ed Lehrberger and 
PureVision are right in 
the thick of the  Colorado 
hemp industry.



the DEA remains one of the biggest obsta-
cles of growing non-psychoactive industri-
al hemp for any purpose. 

In Oregon, Thomason may have been 
the only hemp licensee to put seed in the 
ground to start his cultivation research. 
The Grants Pass farmer has declined re-
quests to explain where he obtained the 
seed as the DEA has been actively trying 
to shut down any illegal import of hemp 
seeds across state lines.

While its flawed process is now coming 
under fire, the Oregon Department of Ag-
riculture already faced challenges from the 
DEA while licensed hemp farmers looked 
to start growing. 

Importing hemp seeds requires the 
DEA’s approval for the import of a con-
trolled substance. It’s the same approval 
the DEA reluctantly gave to Kentucky in 
April 2014, after the state sued the drug 
agency for illegal seizure of Kentucky’s 
hemp seeds.

But Randy Black, a regulatory agent for 
the Oregon Department of Agriculture, 
said he believes the federal government 
will have to change its definition of hemp 
before Oregon can proceed. 

In terms of the procurement of hemp 
seeds, Black said it would be easy for Or-
egon to apply for a permit to import them. 
However, that permit would only allow the 
state to distribute seeds to institutions of 
higher learning, Black said. Private grow-
ers — including the state’s first licensee, 
Edgar Winters, of Eagle Point — would 
not be eligible to receive seeds. 

“The problem is: What do we do after 
we get the permit? We can’t distribute 
(hemp seeds) to private parties,” Black 
said. 

Regardless of whether the original hemp 
licenses survive, Winters and Oregon’s 
other licensees appear to be at a stalemate. 

However, Rick and Lynn Foutch, of 
Corvallis, believe they have an angle the 
Feds won’t be able to argue against. As 
the Army National Guard state surgeon 
for Colorado for eight years, a retired U.S. 
Army colonel and a board-certified physi-
cian for emergency medicine, Rick Foutch 
wants to test the medicinal claims of CBD 
oil and hemp-based products, along with 
the help of Oregon Health & Science Uni-
versity. 

“Perhaps my background may be useful 
in helping to remove roadblocks in what 
could be a thriving industry in Oregon,” 
Rick Foutch said. “I’m very interested in 

speaking with the director of the anesthe-
siology department at OHSU to inquire if 
there are any staff members who might be 
interested in collaborating with me on a 
study looking at effectiveness of CBD oil 
for a specific indication.”

As a published physician who prefers 
evidence-based medicine, Foutch has re-
mained skeptical about both the positive 
and negative effects of CBD-derived ther-
apies. He hopes that by partnering with 
OHSU, they can either substantiate or 
negate some of the claims being made by 
using the best method employed in the rest 
of the medicinal world. 

“There are tons of claims regarding 
CBD, but very few of them have been sub-
stantiated in a placebo controlled, prospec-
tive, double-blind study, the gold standard 

for medical proof,” Foutch said. 
The Foutches are considering a farm in 

the greater Eugene area for their first crop. 
While seeds may be available from “black 
market” sources, the couple remains wary 
of state action without the DEA’s approval. 

“Is the Oregon Department of Agricul-
ture going to knock on my door at some 
point and say something to the effect of, 
‘Nice crop of hemp there. By the way, 
where did you get your seeds?’” Rick 
Foutch said.

WINTERS IS COMING
Oregon’s first hemp licensee remains 

optimistic about the crop’s future. 
Despite resistance from the local mari-

juana community, Winters has already set 
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One of Cliff Thomason’s 
hemp plants. 
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By 1993, Lehberger had made some 
money in real estate and finance. He in-
vested in a piece of real estate in Fort 
Lupton, Colorado — a group of eight can-
nery operation buildings that were previ-
ously the Fort Lupton Canning Co. from 
1898 to 1979. 

It was a good deal, despite being a run-
down property with many problems, and 
a canning building that had housed hun-
dreds of pigeons for more than a decade. 
The team has been repairing and improv-
ing that industrial property every year 
since. 

A to Z Storage was born at the cannery 
as each building was restored. A to Z Stor-
age became the financial backbone that 
has propelled PureVision forward to this 
day. In 1996, the PureVision headquarters 
were moved to Fort Lupton.

As the saying goes, everything old is 
new again. But this time it’s with a sus-
tainable petrochemical-competing twist. 

“Just like the canning company, we’re 
taking locally-grown plants as an input 
and processing them,” Lehrberger said. 
“We want to promote industrial complex-
es that promote farmers and local produc-
ers.” 

When Colorado residents voted to le-
galize the cultivation of industrial hemp, 
Lehrberger was appointed by the state 
Legislature to serve on an advisory com-
mittee that would assist policy formation. 
It took roughly two years to establish the 
policies. It was at one of these advisory 
committee meetings that Lehrberger an-
nounced for the first time that PureVision 
was going to be in the business of expand-
ing biomass to include industrial hemp. 

Biomass is green plant matter that is 
generally the “non-food” portion of plants. 
Using corn as an example, the kernels are 
starch (food), while the leaves, stalks and 
cobs are the biomass portion. In hemp, 
everything but the seed oil is considered 
to be biomass. Unlike oil refineries, biore-
fineries take in non-food biomass to pro-
duce the intermediate products and chem-
ical building blocks for making countless 
consumer and industrial products. 

The three primary components of bio-
mass are cellulose, hemicellulose and 
lignin. The four dominant output product 
streams from PureHemp biorefineries are 
glucose sugar, pulp from cellulose, xy-
lose sugar from hemicellulose and lignin. 

These four intermediates are the founda-
tion for producing myriad bioproducts, 
including pulp-based products (tissues, 
toilet paper, etc.), alcohols, chemicals, 
fuels, nutraceuticals, pharmaceuticals, 
binders, coatings, adhesives, and other 
precursors for manufacturing plastics and 
composites.

The hemp plant is composed of approx-
imately 20% lignin, which is a polymer in 
plants that provides rigidity. Convention-
al lignins are contaminated with chemi-
cals from the pulping process and aren’t 
suitable for formulating into plastics and 
higher value products. Lignin recovered 
from the PureVision technology is more 
akin to a native or natural lignin, ideal for 
products such as different plastics, coat-
ings, binders and adhesives.

The majority of the hemp plant is com-
posed of cellulose and hemicellulose, 
which are made of complex sugar mole-
cules. 

The cellulose is mostly glucose and the 
hemicellulose is mostly xylose. “Hydro-
lysis” is the process of breaking down 
biomass into sugars and lignin. Conven-
tional hydrolysis techniques include us-
ing enzymes (enzymatic hydrolysis) and 
concentrated acid. The PureHemp hydro-
lysis technique takes a different approach, 
utilizing an advanced countercurrent re-
actor (CCR) developed by PureVision 
that rapidly recovers the sugar and lignin 
streams from biomass.

Hemp grows more rapidly than trees, 
grows in a wide variety of soil and cli-
mates, and requires less water than most 
crops. 

With dwindling water supplies and 
continuing drought throughout much of 
the U.S., traditional irrigation practic-
es are now changing in many areas. The 
versatile hemp plant offers an alternative 
to crops dependent on fertilizers and pes-
ticides with high water demands. Pure-
Hemp biorefineries will pay farmers to 
cultivate hemp, while preserving their 

opportunity to harvest and sell the more 
valuable seeds. 

PureHemp intends to benefit from the 
revived industrial hemp opportunity not 
only by linking the value chain from farm 
to consumer, but also by licensing tech-
nology packages to project developers 
and entrepreneurs, Lehrberger said. Pure-
Hemp’s technology is designed to utilize 
the entire hemp plant for the economical 
production of hemp-based products. 

With state-by-state legalization of 
hemp cultivation, the company is “being 
flooded with inquiries from around the 
United States,” he said. 

PureHemp is seeking additional domes-
tic tonnage to prepare for the 2015 harvest 
that will need to be processed. 

“We don’t have enough hemp to pro-
cess,” Lehrberger said. He acknowledged 
that the commercial re-establishment of 
the crop is a few years from taking off. 
PureHemp currently pays $500 a ton for 
the commodity, compared to $65 per ton 
for corn stalks. 

Lehrberger said the biggest remaining 
challenge is scaling up. Once PureHemp 
obtains enough hemp, the pilot plant in 
Fort Lupton will process a half-ton per 
day, and the company plans to scale up 
to 25 tons per day by the fall in a larger 
facility.

There’s no doubt that manufacturers 
will expand into other states as the cul-
tivation of industrial hemp is legalized 
in each. As for PureVision’s five-acre 
commercial demonstration site in Board-
man, Oregon, it will be co-located with 
ZeaChem and its existing $70 million 
biorefinery. 

“The significant infrastructure in place 
at the ZeaChem facility will reduce the 
costs and timing to develop our 25-ton-
per-day biorefining project … (and) will 
accelerate bringing our technology to 
market,” Lehrberger said.

“Working with ZeaChem at their plant 
in Oregon provides a pathway to demon-
strate the PureVision technology and es-
tablish commercial operations globally,” 
he said. “We expect to begin operations 
in Oregon during 2016 using different 
feedstocks, including hybrid poplar and 
industrial hemp.”

Joy Beckerman is the president of Hemp Ace 
International and president of the Washington 
chapter of the Hemp Industries Association.

LEHRBERGER 
SAID THE BIGGEST 

REMAINING 
CHALLENGE IS 
SCALING UP.

126 | Marijuana Venture // July 2015



GOT NO PLACE TO GROW?
Some of the lowest power costs in the state ($.0684/KWH)

3-phase power, natural gas and a private well on site
6+ acres for indoor building or outdoor greenhouse
I-502 and county approved, zoned heavy industrial

On-site processor to purchase all your products
Exclusive space for Producer Only licenses

Very competitive grow space pricing

CALL NOW! WE ARE FILLING UP FAST!
Call (509) 205-1457  or email  doug@ninjagardens.com

PRODUCTION SPACE FOR LEASE IN BENTON COUNTY





www.marijuanaventure.com  |  129

his plans in motion to develop Oregon’s 
first hemp seed bank in the Murphy area 
of Southern Oregon.

“I picked that area because hemp is the 
cousin to marijuana,” he said. “It grows 
just like marijuana and it likes good soil, 
sun and the whole bit too.”

The veteran farmer insists that his in-
dustrial hemp plans will not endanger 
any neighboring marijuana crops. Many 
neighboring cannabis farmers have been 
fearful that hemp’s presence will interfere 
with their cash crops. Cross-pollination 
will render acres of cannabis plants near-
ly useless for the medical market, they’ve 
said. Winters said some growers have 
gone so far as to threaten him if he does 
not relocate his operation. 

“It’s been rough,” Winters said. “I’ve 
been getting a lot of slack from other 
marijuana growers, and I’m one, as well. 
They’re worried that I’m coming in and 
I’m going to be cross-pollinating their 
crops. … We never even get to talk about 
hemp anymore. It’s all cross-pollination.”

Winters said the positive support he’s 
received has outweighed the negativity, 
but he remains intent on spreading the 
message that industrial hemp farms are 
not to be feared. According to Winters, 
hemp pollen expires after 72 hours. The 
pollen is undetectable within 300 yards of 
the source and shows a significant drop-off 
within 100 yards, he said. 

“Look, don’t be paranoid about industri-
al hemp,” he said. “Now I’m not saying to 
go ahead and build your garden right next 
to my hemp, by any means.” 

Thomason said the real cross-pollina-
tion threat to both the medical marijuana 
and hemp industries will be from the Ore-
gon home growers who will be allowed to 
grow up to four plants per household. 

Measure 91 does not require home 
growers to cultivate only female plants 
and the male and female seeds look indis-
tinguishable. Thomason said that the focus 
on industrial hemp has left blind-spots like 
this in the legislation and could result in a 
further drop in Southern Oregon agricul-
ture. 

“In Josephine County from 2007 to 
2012, we lost almost 10,000 acres of pro-
duction,” Thomason said. “So in 2012 
there is almost 10,000 acres less in pro-
duction than there were in 2007. We have 
an agriculture vacuum.”

Winters agrees that the bigger threat 

will be from newcomers who are just now 
joining the farming trade but haven’t yet 
developed good farming practices. 

“Most of the marijuana growers out 
there are younger than I am and haven’t 
been growing for 45 years like I have,” 
Winters said. “So they’re not quite sure of 
all the genetics involved. They didn’t real-
ize that hemp only takes 110 days to matu-
rity. Marijuana out in the field, takes eight 
to nine months, just like a baby. … You 
know if I was a new farmer, I’d be worried 
about a new crop. I’d feel the same way. 
But I feel that after 45 years of doing hemp 
and marijuana products, that if anyone in 
this state should do it, it should be me.”

In the coming years, Winters will be 
traveling internationally to continue his 

hemp ventures in the Himalayas and In-
dia. The Himalayan trip will be to scout 
for genetically superior varieties of hemp 
to cross-breed. After the cross-breeding is 
successful, Winters plans to take the modi-
fied varieties to distribute in India.   

“I just won a contract with India,” he 
said. “I’m actually going to be planting 
hemp on the Ganges River in India to 
clean up their waterways, because hemp 
takes out all the CO2 of the air and it takes 
it back into the plant and distributes it back 
into the ground as carbon.”

Winters may be a busy man these days, 
but he keeps a cool demeanor about it. 

“Sure, I’ve got lots of things going on, 
but it’s still baby steps,” he said. “Just 
baby steps.”
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Kentucky seeds second 
round of hemp research
The University of Kentucky College of 

Agriculture began planting its 2015 
hemp research plots May 14 on the 
university’s Spindletop Research Farm.

This is the second year for the uni-
versity to conduct industrial hemp re-
search after harvesting the 2014 pilot 
project under the Kentucky Depart-
ment of Agriculture’s guidance.

This year’s research projects are 
funded by several corporations and 
feature a collaboration of universities 
throughout the Bluegrass State. Univer-
sity researchers will evaluate the yield 
and fiber quality differences among dif-
ferent harvest times and harvest meth-
ods as well as retting times and retting 
methods. Retting is the process of sep-

arating the fiber from the stem. 
In a second research project, lead 

researchers David Williams and Rich 
Mundell will examine the best pro-
duction method for cannabinoids. 
that may be used in food and dietary 
supplements for consumer health and 
wellness benefits. The pharmaceutical 
industry is researching them for a vari-
ety of therapeutic purposes. 

Another project will allow research-
ers to manipulate plant growth rates 
in the greenhouse and in the field used 
for grain and cannabinoid production.

Story by Katie Pratt; photo by Stephen 
Patton, from the UK College of Agriculture’s 
communications department.



In a stunning an-
nouncement, Lloyd’s 

of London announced 
on Friday, May 31, that 
it was leaving a market 
it had been instrumen-
tal in helping to create. 
The world renowned 

insurance market was withdrawing from 
the state-legal cannabis industry. 

The memo penned by Lloyd’s perfor-
mance manager Tom Bolt sounds logical. 
In it he cites the ongoing conflict between 
federal law and the reform measures 
passed by 23 states and the District of Co-
lumbia, advising participating syndicates 
that “Any policies of this type (cannabis 
related) that are currently in force should 
not be renewed and no new business 
should be written.” 

Bolt’s memo also referenced the dis-
comforting idea that Lloyd’s could be 
viewed as participating in money laun-
dering, though this too seems a stretch 
given the February 2014 FinCEN guid-
ance memo advising banks precisely what 
compliance measures they needed to ob-
serve to remain on the right side of the 
law.

So, considering that Lloyd’s has served 
the cannabis industry since 1998, a time 
when legal, political and public opinion 
were all a great deal more adversarial, 
the scope and timing of this action raises 
some interesting questions.

Chief among them: How long had this 
decision been in the works? What initial 
concerns prompted it? Was the basis an 
increase in loss ratios (amount of claims 
paid out versus premium taken in)? Or, 
does Lloyd’s know something about the 
upcoming presidential election the rest of 
us don’t?

When I entered the cannabis niche, 
Lloyd’s policies were the best, having 
evolved over time to meet the rapidly-ex-
panding needs of dispensaries, cultivation 
and infusion/extraction operations world-

wide.
Yet, I clearly remember the day in May 

2013 when the Washington State Liquor 
Control Board released the state rules 
package, being surprised (although admit-
tedly not altogether disappointed) to find 
that insurance for both general and prod-
uct liability were mandated. However, 
there were two immediate concerns. One, 
the Lloyd’s program didn’t extend general 
liability to outdoor grows. Two, the exist-
ing product liability policy did not cover 
raw flower, only manufactured products. 

But it took Lloyd’s a full year to make 
the necessary accommodations for Wash-
ington. And more recently, it has been 
standing pat on property limits — just 
$1.25 million in crop coverage, with a 
total business personal property limit of 
$3.5 million — amounts inadequate for 
mature medical markets such as Arizo-
na’s, and clearly insufficient for Colorado 
and Washington’s recreational programs. 

Which begs the question: What, then, 
really caused Lloyd’s to yank its cannabis 
program? Perhaps the explosion of new 
businesses, combined with the increasing 
depth of the industry, has simply made its 
syndicates uncomfortable with the level 
of risk exposure.

The recent catastrophic fire experienced 
by a Washington grow could have been a 
tipping point — a million dollar loss will 
give any carrier pause, especially if the 
odds of additional large losses seem in-
creasingly possible.  

Also unwelcome is direct competition. 
This past February, a major re-insurer en-
tered the fray with coverage exceeding 
that of Lloyd’s, including higher property 
limits, at aggressive pricing. 

There are approximately half a dozen 
other carriers in this space. Thus far, most 
do not provide comprehensive coverage, 
but as they gain experience and develop 
effective loss controls for the cannabis 
industry their policies will likely become 
more robust and their pricing more com-

petitive.
In the meantime, the Lloyd’s of London 

withdrawal is proceeding. While most 
syndicates that had cannabis programs 
have stopped providing new quotes, a 
few continue. I’ve gotten several back at 
the time of this writing, but it should be 
noted that these were for ancillary service 
providers, not retailers, growers or manu-
facturers. The most important point here 
is the certainty that Lloyd’s will not be re-
newing any existing policies.

Current Lloyd’s policyholders can ex-
pect their policies to be serviced as before. 
Endorsements, certificates and claims will 
be addressed as usual. As should be clear, 
however, they also need a plan for mak-
ing a change when the time comes. To in-
vestigate the available solutions, business 
owners should talk to agents specializing 
in the industry, compare their offerings 
and proceed accordingly.   

  
Doug Banfelder founded Premier Dispen-

sary Insurance in 2010 to support those par-
ticipating in Arizona’s Medical Marijuana Act. 
Today the agency is a leading industry provid-
er, serving clients nationwide with policies for 
the full range of cannabis business operations.
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Lloyd’s of London bails 
out of cannabis insurance
By Doug Banfelder
Spokesman cites conflict between state and federal laws
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“You can tack this issue up along 
with the banking issue. We’re 
asking cannabis businesses to be 
active participants in a traditional 
business market. They can’t access 
banking and now it has become 
much more difficult to access 
insurance.”

— Attorney Amy Margolis 
(Source: Oregon Public Broadcasting)

“It may not be sexy, but insurance 
is vital to any business that handles 
property of value, whether it be 
a warehouse, retail storefront, 
manufacturing facility, or just about 
everything in between. We live in a 
world where as long as something 
can be insured against, somebody 
will undertake the venture.”

— Ryan Barnes
(Source: Marijuana Investor News)
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An article from 
the April issue 

of Marijuana Venture 
highlighted what could 
have been, at the time, 
the highest potency 
marijuana ever report-
ed on the planet. This 

weed was reported at an astounding 41.7% 
THC-A. This converts to 36.6% THC, plus 
around 1% native THC in the plant, for a 
total of 38% THC. That is 10% higher than 
award-winning Dutch cannabis strains. 

The producer and author of the 41.7% 
story did his due diligence to validate the 
results of his lot’s reported potency. He 
also put together a well-written article. I 
can tell he had good intentions, was knowl-
edgeable and obviously an expert grower. 
My response is not on the authenticity of 
his story, but a critique of quality assurance 
in the Washington cannabis industry.

As scientific director of CannaSafe Ana-
lytics, I have been testing in Washington’s 
recreational cannabis industry since its in-
ception, as well as testing for the medical 
market. We have seen nearly a thousand 
cannabis flowers, some of which are defi-
nitely world class. After all of these poten-
cy measurements, the highest we have seen 
is 30% total THC. We have consistently 
seen the same high-THC producing strains 
pushing this upper limit. 

In the 41.7% article, the author admitted 
initial shock at this high result. The editor 
expressed a healthy dose of skepticism too, 
which is a sentiment echoed by many in 
the cannabis science community. Heck, 
everybody admitted skepticism, including 
the manager of the lab that thrice reported 
it. According to the Cannabis Inflorescence 
Monograph, published by the American 
Herbal Pharmacopoeia, cannabis has an 
upper range around 25% THC. Ed Rosen-
thal in his book, “Marijuana Grower’s 
Handbook,” cites 15-20% THC as consti-
tuting high-grade cannabis.

THC-A content is a good measure of 

cannabis potency as it converts directly to 
the psychoactive compound THC. THC-A 
is the predominant cannabinoid in drug-
type cannabis. In fact, very little neutral 
THC is present in the plant and it’s usually 
only around 1%. So, a grower can look di-
rectly at THC-A to gauge potency. 

From discussions with several of my 
colleagues at cannabis labs around the na-
tion, I think most of us agree on where the 
actual upper limit of THC peaks. We also 
agree that potency inflation is a problem in 
the Washington market.

To try and validate the 41% result, the 
original lab retested the same sample. If 
there is a deficiency in a lab’s methodolo-
gy or quality systems, that mistake will be 
made systematically. The best way to val-
idate a test result is to have multiple labs 
perform the test. That is the concept behind 
proficiency testing.

A proficiency test is when a standard 
solution of known concentration is sent to 
all certified analytical labs operating in an 
industry. The true value of a proficiency 
test is the average of all results from each 
lab. Each lab is graded by how close they 
get to the average. In other words, no sin-
gle lab is considered right. It is the average 
that best represents the actual value.

Given the current backdrop of outlandish 
potency inflation in the Eastern Washing-
ton market, producers who think they may 
have a world record would be well-advised 
to validate the results with a second opin-
ion. There are 14 certified testing labs in 
Washington State, and some of them have 
built a reputation on doing good science. 
Together a number of labs have formed the 
Washington Coalition of Cannabis Labora-
tories to advise the Washington State Li-
quor Control Board and state Legislature.  
We are all actively involved in bringing 
standardization to the Washington indus-
try. The Liquor Control Board has a list of 
the participating labs.

Now let’s look at the rationale the author 
used to try to validate his world-record 

potency. The author cited a research study 
based out of Australia that was published 
on PLOS One. In the Australian study of 
218 samples, the average THC-A content 
was 15.02%. The study showed a few 
points that were likely statistical outliers 
above 40% THC-A. Data points signifi-
cantly above or below average are gener-
ally considered outliers. 

In other words, the validity of statisti-
cal outliers should be highly suspect. Now 
consider that the author’s 41.7% THC-A 
sample was 2% higher than the most outly-
ing point in the Australian data. That defi-
nitely warrants a second professional opin-
ion. Most dedicated cannabis labs would 
notice a problem if they saw a number like 
that. 

In the article, the author makes it sound 
like cannabis has never been tested as much 
as it is right now in Washington. To the 
contrary, cannabis has been tested for de-
cades by state crime labs and forensic labs. 
Tens of thousands of cannabis samples, 
confiscated by law enforcement, have been 
analyzed annually. This is true worldwide, 
as cannabis is internationally prohibited. It 
has also been regularly tested by the Cana-
dian and Dutch cannabis industries, and in 
the Colorado and California markets. 

“In five years of testing cannabis, we’ve 
only seen a couple of flower samples test 
over 30% THC-A plus THC,” said Brad 
Douglass, scientific Director of The Werc 
Shop, in an email to Marijuana Venture. 
“And those were barely over 30%. In fact, 
when we see any test surpass 28% we au-
tomatically retest.

Nowhere on the planet does cannabis 
test out at the inflated levels being reported 
in Washington State.

The author mentioned that the lab in 
question retested the sample three times 
with exactly the same result. As a Ph.D. 
chemist with years of analytical chemistry 
experience, I have to disagree. No analy-
sis with even the most expert analyst and 
state-of-the-science instrumentation will 
ever give the exact same results. There is 
always a spread. It is called variance. The 
three results should be averaged to give the 
most accurate result. Three tests will give 
three numbers, which weren’t mentioned 
in the article. Cannabis is especially varied 
and individual plants can have a THC gra-
dient of about 15% from the top to bottom 
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flowers. Even two choice buds from the 
same plant can vary by a few percent. 

Now let’s put a THC-A content of 40% 
into perspective. Recently, I tested half a 
dozen kief samples. The average THC-A 
concentration of the kief samples was 
42.7% THC-A, and kief is processed, con-
centrated resin glands from cannabis flow-
er. At 40% THC-A, nearly half of the plant 
would be a single chemical compound. 
There would literally be no plant material 
left. A 40% THC-A test result belongs on a 

concentrate or extract. 
While potency garners a great deal of at-

tention, microbial contamination is a more 
serious problem. CannaSafe and another 
verifying lab recently performed random 
compliance testing on flower that was be-
ing sold in a retail store. The testing was 
performed independently and neither lab 
was aware of each other’s findings until 
after the results were reported.

Both labs found its potency was less 
than half the reported number on the label, 
and it failed for yeast and mold contamina-

tion. It’s not the inflated THC values that 
are of most concern. No one will die from 
too much THC. Microbial contamination, 
on the other hand, can be quite toxic. That 
is a public safety and consumer health con-
cern that the Liquor Control Board needs 
to address immediately. Someone is going 
to get sick from a contaminated edible, and 
lawsuits will start brewing in the Washing-
ton industry. 

At a recent lab meeting in Olympia, I 
recommended a solution to the Liquor 
Control Board that I believe would solve 
the problem of potency inflation in the in-
dustry. The agency can require BioTrack-
THC, through the state’s traceability sys-
tem, to flag all data reported above 35% 
THC-A, which corresponds to 30% THC. 
They could then identify which producers 
and testing labs were turning out inflated 
potencies and low microbial loads. 

This would be an incentive for parties to 
play by the rules.

For my part, I issue this challenge to the 
cannabis industry in Washington State: If 
you discover any cannabis flower higher 
than 40% THC-A, CannaSafe will retest it 
for free and report the results to the Liquor 
Control Board. If you are in Western Wash-
ington, we will arrange for a reputable lab 
from our lab alliance to retest the sample. 

As an industry, let’s stop the insanity 
and start the process of reporting potency 
accurately. The numbers don’t have to be 
in the stratosphere for consumers to buy 
it. Consumers just need to be educated on 
what constitutes great cannabis. Terpenes, 
cannabinoids and water activity all affect 
cannabis quality, not just THC.

Aaron Stancik has a doctorate degree in 
chemistry from the University of Idaho. He is 
currently the scientific director of CannaSafe 
Analytics in Pullman, Washington.
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Making it as an 
entrepreneur re-

quires a high risk toler-
ance and a willingness 
to do something that no 
one has done before. 

Nowhere is this truer 
than the cannabis in-

dustry where we are not only dealing with 
a new market but also a product that is still 
federally illegal. 

Although a willingness to take risks and 
go it alone has launched many successful 
businesses, the greatest and most sustain-
able startup stories in the cannabis industry 
will involve tales of partnership and collab-
oration. As the cannabis industry continues 
its entry onto the national stage, there will 
be natural expansions and contractions, law 
and policy changes and general turbulence. 

If you have strong partnerships you will 
be able to ride these waves in a much more 
calm and peaceful fashion. You want to 
choose companies and brands whose val-
ues, style and mission reflect who you are 
and your target demographic. Here are four 
ways you can be smart in choosing partner 
brands.

BE CLEAR AND STRAIGHTFORWARD
Even if you are choosing to go it alone and 

have no desire to partner or collaborate with 
similar brands, you always need to know 
what you do, how you do it, why you do it 
and who you do it for. It is incredibly helpful 
to know these things way before engaging 
in partnerships with other small businesses. 

It’s easy to become hopeful and excited 
about every potential partnership opportuni-
ty that comes your way but chances are that 
not every opportunity will be the right fit. 
Having a clear picture of your own business 
keeps you on target and less likely to wander 
outside your intended scope.

Trying to be too many things to too many 
people can result in a muddy brand that 
means nothing. If your partnerships don’t 
make sense, you risk a poorly defined brand 

that doesn’t resonate with the consumer.

ASK QUESTIONS
Make a serious effort to learn everything 

you can about your partners and partner-
ships. Although you’ll never know every-
thing, it’s important to arm yourself with as 
much information as possible. When you 
partner with another brand, it becomes an 
extension of your business. It’s important to 
understand the other company and what it 
stands for, because those values will be as-
sociated with your company as well. 

BE HONEST ABOUT YOUR BUSINESS
Every business has its limitations and 

smart business owners are well aware of 
what they are. As an entrepreneur, you must 
be willing to explore every opportunity to 
expand and grow your company and this in-
cludes identifying strong partners who can 
help fill the gaps.

KNOW WHEN IT’S NOT WORKING
One of the many traits successful business 

owners share is the ability to identify when 
things just aren’t working. If your partner-
ship isn’t working you have to be willing 
and able to walk away. Being an entrepre-
neur can feel lonely at times. Being a canna-
bis entrepreneur can feel like being trapped 
on a deserted island. We all share the same 
journey as we work toward acceptance and 
recognition. Smart partnerships can contrib-
ute to the growth of your brand and help you 
feel less alone; they can influence customer 
perception in positive ways and give you ac-
cess to a greater consumer base.

The best thing you can do as a cannabis 
entrepreneur is to be open to partnerships 
and collaboration and find partners who 
share your vision. 

There really is no reason to go it alone.

Alexa Divett is the co-founder and marketing 
director of Maya Media Collective (www.mayamc.
com), an Oregon-based marketing and design firm 
that specializes in the cannabis industry.
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A handful of Wash-
ington lawmak-

ers labored long into 
a special legislative 
session, but for poli-
cymakers across the 
state, the work to im-
plement a fully-reg-

ulated system for cannabis has begun. A 
few months ago, Gov. Jay Inslee signed 
the Cannabis Patient Protection Act, 
which codified a safe, quality-controlled 
system for cannabis and required that the 
existing unregulated medical system be 
fully integrated into the emerging, regu-
lated recreational system created by the 
passage of Initiative 502.  

Cities across Washington now have a 
foundation of state law upon which they 
can build their own regulatory and enforce-
ment approaches that reflect the values of 
their communities. A single, fully-regu-
lated system for cannabis sales, regard-
less of whether those sales are medical 
or non-medical, is critical to the success 
of the legal marijuana industry. But more 
importantly, rules that codify safety and 
compliance standards are clearer than ever, 
which is good for individuals, businesses 
and communities. 

Seattle Mayor Ed Murray and City At-
torney Pete Holmes have moved quickly 
with proposed legislation. It’s a great start 
and with their peers in the state Legisla-
ture, they should be congratulated for en-
gaging on the tough issues that accompany 
policy issues like this. Leaders at the local 
and state level are not only building policy 
from the ground up, but doing so against 
a backdrop of old stereotypes about mari-
juana. It’s a long haul but there is a strong 
commitment from within the industry and 
with policymakers to continue to refine the 
policy to get it right.  

For legitimate medical patients, what 
happens at the local level is important. 
Making sure that medical marijuana is 
subject to the Liquor Control Board’s rules 

on quality-control, testing and inspection 
will make patients safer and ensure that all 
consumers are more knowledgeable about 
what they take into their bodies. 

From a business perspective, it is incred-
ibly important to establish an effective and 
functioning legal marketplace. Unregulat-
ed operators have had a huge competitive 
advantage by virtue of not following the 
unenforced (at least for now) law. It has 
been the Wild West in many respects, and 
it is past time for that to change. Licensed 
cannabis businesses should be able to open 
their doors every day confident that their 
success doesn’t hinge on whether or not 
they choose to follow the law. Instead, the 
system should support them for following 
the rules, for working responsibly with 
regulators and their communities and for 
paying taxes commensurate with the privi-
lege of being in this industry. 

There is still a lot of work to be done, 
but we are on the right track. With mo-
mentum to legalize marijuana building 
across the country, Washington State has 
a chance to show industry leadership at 
every level, just as we have done in aero-
space, software, biotechnology and agri-
culture. Where others have refused to let 
go of “how it has always been done,” there 
is an environment here that enables the 
pioneering spirit to intersect with a strong 
work ethic and a willingness to go forward 
in order to make progress long after others 
turned away. And here, with the exception 
of the Apple Cup, old contentions can fade 
too. As the fully legal system for cannabis 
gets stronger, some people from the unreg-
ulated and the licensed communities will 
seek and find common ground. At its core, 
collaboration that helps empower a safe, 
quality controlled and fully-regulated sys-
tem is needed for the greatest consumer 
benefit and for a stronger system that ben-
efits everyone.

Vicki Christophersen is the executive director 
of the Washington CannaBusiness Association. 
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A LETTER FROM THE EDITOR

Probably everybody 
who works in me-

dia has had this happen 
at least once: You work 
hard to put together a 
story on a new business 
or an upcoming event, 
only to find out either 

moments before or moments after going 
to print, that the business has already gone 
belly-up or the event has been canceled for 
one reason or another. 

At one newspaper I worked for, a par-
ticularly lazy editor established a loose 
policy that new businesses had to be oper-
ational for at least two months before we 
would write a story about them. It was a 
ridiculous way of operating a news orga-
nization in a small town, but being burnt 
more than once highlighted a sickening 
trend for local businesses. In an econom-
ically depressed area, few new businesses 
could last more than six months. Many 
didn’t have the wherewithal to survive 
even one month. One poorly-planned ven-
ture went defunct in the four-hour window 
between the newspaper sending pages to 
press and receiving printed copies. 

There are similarities in the cannabis 
industry. 

On April 27, I spoke with Len Williams, 
program director for K-High Radio in Col-
orado Springs, Colorado. The AM channel 
had just launched the nation’s first all-can-
nabis all-the-time radio station, a massive 
transition away from traditional sports ra-
dio programming that had been unable to 
turn a profit. 

Williams called the shift an example of 
“the best of outside-the-box thinking.”

Imagine turning on your usual radio 
station in the morning expecting to hear 
about the Denver Nuggets and instead 
hearing people talk about a different kind 
of nugget. How far down the road did peo-
ple get before realizing they weren’t going 
to hear news about the Colorado Rockies 
and Denver Broncos?

Although I know absolutely nothing 
about the radio industry, I think marijua-
na-specific media will be an interesting 
offshoot of the recent legalization move-
ment. Marijuana Venture was a perfect 
example of that wave, as our publication 
went from eight pages to nearly 150 in 
a 16-month time frame. The number of 
books and television shows about canna-
bis and the industry has also exploded.

However, within about three weeks of 
my conversation with Williams, K-High 
ceased to exist at its 1580 AM home. 

The business isn’t dead. The same ra-
dio personalities can all be found online at 
LetsTalkPot.com. 

But a web-based podcast doesn’t carry 
the weight of an FCC-licensed radio sta-
tion (even if it might actually be a better 
business model and reach far more listen-
ers via the Web). 

It’s the fickle nature of an emerging in-
dustry. 

There will be smart business ideas out 
there that will fail. 

There will be foolish business ideas that 
turn into booming successes. 

And there are going to be ideas that no-

body knows whether they’re smart or fool-
ish, whether they will be epic failures or 
overnight trendsetters. 

Williams described the staff meeting 
when the idea of 24/7 marijuana radio was 
presented as an option. 

He said the company president “stood 
up and said, ‘I’ve got it. How about a 24-
hour station dedicated to weed?’ 

“I swear to you, we all looked at this guy 
like he had two heads,” Williams said.

The beauty of this industry is that just as 
many ideas were developed by passing a 
joint around a circle as they were around 
a board room. Probably nowhere is this 
entrepreneurial — and sometimes goofy 
— spirit more evident than the countless 
trade shows that can be found throughout 

the nation. It seems everybody has an idea 
about how to get into the cannabis space, 
and sometimes the difference between 
failure and success is more about timing 
than it is quality. Ten years ago, packaging 
companies were largely non-existent in 
the cannabis world. With changing regu-
lations and increasing acceptance, packag-
ing has quickly become of the most critical 
components of the mainstream marijuana 
industry. 

We already know there’s a billion dollar 
demand for cannabis and cannabis-related 
products. But harnessing it will take the 
right products at the perfect time.

GARRETT RUDOLPH
EDITOR

Radio station’s demise is 
a microcosm of the rush
Businesses will come and go as they try to capitalize on boom
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