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ADULT=-USE CANNABIS LAW OVERVIEW

New York State legalized adult-use cannabis on March 31, 2021. Under the new law, adults
over the age of 21 are legally allowed to consume cannabis ALMOST everywhere it's legal to
consume tobacco, making New York the first state in the U.S. to legally allow public
consumption.

In addition, the legally allowable limit for possession in public with no penalty is up to 3 oz of
cannabis flower and up to 24 grams of cannabis concentrate. At home, Adults 21 and older
are permitted to store up to five pounds of cannabis and must take reasonable steps to
make sure it is stored in a secure place.

On the other hand, adult-use sales in the New York cannabis market won’t get off the ground
for at least another 18 months, meaning the program won't launch until mid-2023. The
office of cannabis management still needs to finish sorting out how the industry will
operate, from the regulation and taxation of sales to the allocation of licenses for
cultivators, processors, wholesalers, retailers, and delivery services.

In the meantime, a so-called “gifting” market has sprung up in New York where
entrepreneurs sell highly marked-up items such as T-shirts or lighters to customers, who, in
turn, receive cannabis as a gift. Please be aware this is a practice that New York Cannabis
Control Board Chair Tremaine Wright has pledged to crack down on, stating businesses that
engage in such commerce will be subject to severe financial penalties.

The regulations are still being sorted out, however, there is some information about
consumption, possession, and gifting that we have outlined in this topic guide to help keep
New Yorkers safe and compliant.



HOMEGROWN

Please be aware that home cultivation of cannabis plants is not allowed yet. In accordance
with the MRTA, the home cultivation of cannabis plants may only be permitted AFTER the
Office of Cannabis Management issues regulations governing home cultivation of
cannabis, which must be no later than 18 months after the first adult-use retail sale. The
proposed regulations for medical home cultivation are currently subject to public
comments until December 21, 2021. Also, note cannabis cannot be grown in public
housing as it is still federally illegal.

GIFTING

Gifting up to 3 oz to adults over the age of 21 WITHOUT any money paid or services
provided is permitted however you CANNOT:
o Give away cannabis at the same time as another transaction between the same parties
o Nor make the gifting contingent upon a separate transaction for goods or services

PUBLIC CONSUMPTION

Cannabis consumption is permitted in all areas that smoking tobacco is allowed under the
state’s Clean Indoor Air Act such as private outdoor spaces, public sidewalks, and public
streets. Cannabis can also be consumed in private residences or hotels unless property
owners prohibit smoking

The Clean Indoor Air Act (the Act) prohibits smoking and vaping to protect workers and
the public from exposure to harmful secondhand smoke and vaping aerosols. If a business
fails to comply with the Act, an employee or member of the public may contact the local
health department or district health office to file a complaint. The enforcement officer for a
city or county health department or State Health Department can assess a fine of up to
$2,000 for each violation of the Clean Indoor Air Act.

SMOKING AND VAPING RESTRICTIONS INCLUDE THE FOLLOWING INDOOR AREAS:

o Places of employment;

e Bars;

o food service establishments, except as provided in subdivision six of section thirteen
hundred ninety-nine-q of this article;

e enclosed indoor areas open to the public containing a swimming pool;

e public means of mass transportation, including subways, underground subway
stations, and when occupied by passengers, buses, vans, taxicabs, and limousines;



ticketing, boarding, and waiting areas in public transportation terminals;

youth centers and facilities for detention as defined in sections five hundred twenty-
seven-a and five hundred three of the executive law;

any facility that provides child care services

child daycare centers and group homes for children

public institutions for children

residential treatment facilities for children and youth

all public and private colleges, universities, and other educational and vocational
institutions, including dormitories, residence halls, and other group residential facilities
that are owned or operated by such colleges, universities, and other educational and
vocational institutions, except that these restrictions shall not apply in any off-campus
residential unit occupied by a person who is not enrolled as an undergraduate student
in such college, university or other educational or vocational institution;

general hospitals and residential health care facilities

commercial establishments used for the purpose of carrying on or exercising any trade,
profession, vocation, or charitable activity;

indoor arenas;

zoos; and

bingo facilities

public-housing units and their grounds are prohibited since the buildings are federally
subsidized and subject to federal law

SMOKING AND VAPING RESTRICTIONS INCLUDE THE FOLLOWING OUTDOOR AREAS:

ticketing, boarding, or platform areas of railroad stations operated by the metropolitan
transportation authority or its subsidiaries.

on the grounds of general hospitals and residential health care facilities, within fifteen
feet of a building entrance or exit or within fifteen feet of the entrance to or exit from the
grounds of any such general hospital or residential health care facility.

one hundred feet of the entrances, exits, or outdoor areas of any public or private
elementary or secondary schools;

one hundred feet of the entrances, exits, or outdoor areas of any after-school program
One hundred feet of the entrances, exits, or outdoor areas of any public or association
library

all federal property including national parks and forests since cannabis is still illegal
under federal law



TIPS FOR JOINING THE CANNABIS INDUSTRY

Do you want to get started in the cannabis business? You have a great business idea and
now you need to form your business and work on obtaining capital for it to operate?

Below are some tips to help you with starting your cannabis business when the time
comes to launch it. Be sure to speak with a lawyer and accountant to figure out the best
way to move your business forward, as regulations that apply to your cannabis business
are subject to change.

CONDUCT PRELIMINARY RESEARCH

Before going all-in with your business, do some research to see whether it's a venture you
really want to pursue. Your search may open your mind to other options that you may not
have considered before.

The legal arena is a good place to start your research:
e Familiarize yourself with federal cannabis laws.

Research state's laws for regulations regarding your business.

Find out which licenses and permits you need.
Run a business name search through a state and federal database to ensure the name

you want is available

Choose a legal structure for your business and figure out your tax obligations

Please note: due to Section 280E of the IRS tax code- cannabis businesses cannot write
off typical business expenses that would normally be deductible in other industries
because cannabis is still considered a Schedule 1 drug by the federal Controlled
Substances Act. Meaning cannabis businesses pay taxes on gross income instead of
gross income minus deductible expenses.

Restrictions like 280E make it difficult to start a cannabis business. Before pouring
resources into your venture, understand what you're getting into. You could save a lot of
time and energy you'd otherwise lose by diving in headfirst. Be sure to stay up to date on
state and federal laws as they change.



DECIDE WHAT KIND OF CANNABIS BUSINESS YOU WANT TO START

When people think of the cannabis industry, more often than not, their minds immediately
jump to dispensaries. However, a cannabis dispensary is just one of the many types of
businesses that operate within the industry. But no matter the type of cannabis business
they all fall into one of two categories—plant-touching or non-plant touching, also known
as an ancillary business.

PLANT-TOUCHING CANNABIS BUSINESSES

As the name implies, plant-touching businesses directly handle cannabis products. This
could include raw flowers, edibles, infused products, and more. These types of
businesses have much stricter requirements and need to obtain specific state licenses to
operate.

EXAMPLES OF PLANT-TOUCHING CANNABIS STARTUP CATEGORIES INCLUDE:

o Cultivation — Businesses that grow, breed, and harvest cannabis. These businesses
typically supply raw flowers to dispensaries that sell to end-users or manufacturers
that extract THC/CBD from the flower for other products.

e Lab Testing — Lab tests are required to determine the chemical makeup of cannabis
plants and products. These tests are typically used to quantify the potency of THC
and CBD. Labs also test the quality of products to make sure they are free from
contaminants and are safe for consumption.

o Distribution — Cannabis distributors transport raw flowers or other cannabis products
across the supply chain. These types of businesses could take the flower from a
grower and transport it to a manufacturer. Then they take the products made from a
manufacturer and transport them to different dispensaries.

o Manufacturing — Cannabis manufacturers extract THC or CBD from flowers and turn
them into other products. This could include vape cartridges, topical creams, edibles,
and more. Manufacturers don't sell to end-users but rather to dispensaries.

o Dispensaries — Dispensaries require specific licenses to sell cannabis products to
end-users. These products are offered either through brick-and-mortar retail locations
or through marijuana delivery services.

o Consumption — This license allows users to consume products on-site, typically in
the form of a lounge, bus, or private venue.

Please note: To open a plant-touching business, entrepreneurs typically need to secure
licenses through an application process, which can be lengthy and expensive, with no
guarantee of success.



ANCILLARY CANNABIS BUSINESSES (NON-PLANT TOUCHING)

Ancillary businesses associated with the cannabis industry provide products or services
that support other cannabis businesses. But they don’t deal directly with cannabis
products. Ancillary services are easier to start and may not require as many state
licenses.

EXAMPLES OF ANCILLARY CANNABIS BUSINESS INCLUDE:

e Construction and general contracting for commercial growers

e Products for cannabis packaging (baggies, bottles, containers, etc.)

e Labels for the appropriate cannabis disclosures, depending on the product

e Professional services (accountants, consultants, lawyers, marketers, etc.)

e Technology products for supply chain management, point-of-sale, and more

e Cannabis accessories (vapes, bongs, bowls, grinders, ashtrays, storage boxes, etc.)
e Grow lights and electrical equipment for cultivation

As you can see, these ancillary services can be a great entry point into the cannabis
industry, especially for those of you who want to take the path of least residence.
Ancillary businesses tend to avoid the strenuous licensing and permitting requirements of
plant-touching businesses. Ancillary businesses still face significant regulation compared
with many non-cannabis businesses, but they don't have to apply for a license through a
complex and costly application process.

Additionally, many ancillary businesses can be started by pivoting your skillset or existing
business into the cannabis space, or by developing a new brand associated specifically
with cannabis. For example, with a bit of research and networking, a digital marketer with
years of experience in building websites, running social media campaigns, and buying
advertisements for clients could easily pivot into the cannabis space.

Please note: You can always start a non-plant touching business to build capital and
credit history, and pivot to a plant-touching business once licenses are available and you
have enough capital to evolve your business.



FIGURE OUT YOUR BANKING SITUATION AND YOUR SOURCE OF FUNDING

Every business requires some level of financial investment. In the cannabis industry, it
can be more challenging to secure funding since it is still illegal at the federal level.

FDIC-insured banks operate on the federal scale and are subject to federal laws that
make banking with a cannabis business a violation of federal law. That's a big reason an
estimated 70% of cannabis businesses don't have bank accounts. So as we wait for
cannabis to be legalized on the federal level there are some workarounds available in the
meantime, such as startup accelerators and incubators, angel investors, a FinTech firms,
and private loans.

Do your due diligence and learn about the financing and banking options available to you.
Consider how your business will manage its finances. Then establish a suitable financial
plan as well as your accounting and record-keeping system.

CREATE A BUSINESS PLAN

After completing your research and brainstorming, put together a business plan that
provides direction through each phase of your business, from start-up to management
and growth. Writing a business plan will help you gauge the feasibility of your venture. Its
contents might include:

e A company description. Clarify what your business does and whom it serves.

o Market analysis. Is there a great market need for your business? Who will be your
competitors? Are there trends that your business is looking to capitalize on?

» Organization and management. Explain your business organization structure and
show the team who will lead your business.

o Marketing and sales. Explain how you will find customers and the point at which you
make money in your business.

 Financial projections. Break down what your revenue and expenses will look like.
Make financial forecasts for at least the next three years, and explain why they make
sense. Consider your production costs, retail price, and the amount you'll spend on
finance, rent, and different costs

If you're writing a business plan to seek funding, include a funding request section. Here,
you'll describe how much funding you'll need, what you need it for and how you'll deploy
the capital.



BUILD YOUR BRAND IDENTITY

Branding is extremely important in the ever-growing cannabis industry, where companies
need to set themselves apart from a sea of competitors. Ultimately, everyone is
competing and one of the only ways to break out of that cycle is to develop a brand that
resonates with people. So be sure to be creative and unique when developing your
brand's identity and avoid reinforcing the stereotypes associated with cannabis.

Working off your business plan, you need to determine what your company stands for
and how this reflects in the services or products your company provides. Formalizing
your brand will create a foundation for all of your marketing materials, website, artwork,
packaging, and designs. This will allow you to better reach your target market and build
customer loyalty in the competitive cannabis marketplace. Brand identity includes your
company’s voice, tone, visuals, values, and mission. These core components work
together to shape how customers perceive your brand.

MARKETING WITHIN THE INDUSTRY

State regulations and private company policies limit how cannabis businesses can
advertise themselves. Not only is advertising cannabis on the radio, television, or
billboards often banned, but many social media channels, including Facebook, prohibit
the purchase of sponsored content for cannabis businesses. This means many cannabis
businesses have to rely on a combination of content marketing, email marketing, and in-
person marketing opportunities at trade shows and industry events. Attending these
events will help you network with others in the industry and help you market to the right
set of customers.

Hopefully, you have more of a solid idea of what it takes to start a business in the
cannabis industry. Follow these guidelines and you will be well on your way to having a
profitable business in the cannabis industry.
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https://www.health.ny.gov/prevention/tobacco_control/clean_indoor_air_act/

https://cannabis.ny.gov/adult-use

https://www.nycourts.gov/courthelp/criminal/marihuanaBasics.shtml

https://www.quicksprout.com/how-to-start-a-cannabis-business/

https://www.nerdwallet.com/article/small-business/how-to-start-a-marijuana-business

https://www.businessnewsdaily.com/15812-cannabis-industry-business-growth.html

We thank you for your continued support in Cannaware's
efforts to raise the public's level of consciousness and
reshape the industry around cannabis.

CONNECT WITHUS

CANNAWARE SOCIETY

IG: @cannawaresociety
Discord: Cannaware Canna Club

Website: cannawaresociety.com

Email: cannawaresociety@gmail.com
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