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At the start of the year, the cannabis industry in California 
was facing growing pains.  Licensed businesses were strug-
gling with high tax rates and unfair competition from a 

rampant and largely unchecked black market.
Then the COVID-19 pandemic hit.
The crisis has placed increased pressure on a fledgling 

industry. Businesses in the cannabis space, like many others, 
are facing unprecedented challenges. But it is not all doom 
and gloom.

Here is our assessment of where things stand now, where 
they are going and how this crisis could create opportunities 
for strategic-thinking companies to thrive and grow: 

THE GOOD
California Deems Cannabis Retailers “Essential” 
It is a sign of how much things have changed that an 

industry that was illegal in California just a few years ago was 
one of the few services that California deemed to be “essen-
tial” during the COVID-19 crisis. “Because cannabis is an 
essential medicine for many residents,” the California Bureau 
of Cannabis Control authorized cannabis licensees to contin-
ue to operate, so long as they adopt social distancing measures, 
follow guidance from the Centers for Disease Control, and 
comply with local rules and regulations. 

Demand for Cannabis is High 
Although COVID-19 is inflicting widespread economic 

pain, it appears to be sparing cannabis retailers. Cannabis sales 
in California were up significantly in March and April 2020 
compared to March and April 2019. Much like alcohol, can-
nabis seems to be recession-proof.

Restrictions on Cannabis-Related Businesses Appear 
to Be Loosening 

Although cannabis is legal at the state level, most Cali-
fornia localities do not allow cannabis-related businesses to 
operate. The economic downturn created by the COVID-19 
pandemic appears to be causing that to change. It is increas-
ingly likely that localities, desperate to make up lost tax 
revenue and jobs, will loosen restrictions on cannabis-related 
businesses out of fiscal necessity.

THE BAD
Cannabis Legislation is on Hold 
California legislators are understandably focused on the 

COVID-19 pandemic. Consequently, bills that would help fix 
problems in the cannabis industry, such as high taxes, have 
been put on hold.

Deals and Valuations are Down 
Although cannabis sales are up in California, deals in the 

cannabis space have plummeted in 2020 compared to the 
same time frame in 2019.  Valuations also are down due in 
part to tight capital markets.

A Likelihood of Increased Litigation 
Economic downturns often generate conflict and litigation. 

With few exceptions, state courts in California are closed due 
to the crisis but, when they reopen, we expect a surge in can-
nabis-related litigation.

THE UGLY
Federal Relief is Unavailable to Most Cannabis  

Companies 
Federal programs designed to help small businesses sur-

vive this crisis, such as the Paycheck Protection Program, are 
unavailable to most cannabis companies because marijuana 
remains federally illegal. California has stepped in, offering a 
reprieve from certain licensing requirements along with disas-
ter relief.  Even still, cannabis companies are on worse footing 
when it comes to government relief that their non-cannabis 
counterparts.

Bankruptcy Protection Also is Unavailable to Most 
Cannabis Companies 

In Canada, cannabis companies have started filing for 
bankruptcy protection. In the United States, most canna-
bis companies do not have this option because marijuana 
remains federally illegal. But there is a potential exception: 
Hemp-related companies might be able to obtain bankruptcy 
protection because the 2018 Farm Bill legalized hemp-derived 
cannabidiol at the federal level.  There are a few pending 
Chapter 11 filings by companies in the hemp space that we 
will be watching closely.

THE PATH FORWARD
The COVID-19 pandemic is a stress test that we expect 

will result in consolidation of the cannabis industry. Com-

panies with significant liabilities—or ones that are not well 
funded—will be forced out of business or acquired. This cre-
ates opportunities for larger, better-funded companies to grow 
by strategically acquiring such companies and/or their assets at 
favorable prices.   

We also expect that, once the dust settles, there will be 
pressure on California lawmakers to take steps to help the 
cannabis industry, including lowering tax burdens and increas-
ing enforcement actions against black market operators.  

As cannabis businesses navigate this uncertain terrain, 
they will need counsel who can advise them about the range 
of business issues implicated by this crisis, including changing 
COVID-19-related rules and regulations, employment-related 
issues, litigation, financing and restructuring. Please do not 
hesitate to contact us for guidance about these or other issues. 

Priya Sopori (psopori@ggfirm.com) and Steve Stein  
(sstein@ggfirm.com) are Co-Chairs of Greenberg Glusker’s  
Cannabis Practice Group. 

Cannabis in the Time of COVID:  
Where Things Stand and Where they are Going

Sopori Stein
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Agroup of cannabis advocacy and industry 
organizations sent a letter to Congress 
earlier this month urging lawmakers to 

include the Secure and Fair Enforcement 
(SAFE) Banking Act or similar language in 
the next pandemic relief package which would 
create a safe harbor for banks and other finan-
cial services providers to work with cannabis 
and ancillary businesses that are in compliance 
with state law. 

The letter cites the ability of cash to carry 
contagions and the personal proximity required 
by cash transactions as reasons for urgency in 
correcting the lack of banking access in the 
cannabis industry, beyond the pre-existing safe-
ty and transparency concerns addressed by this 
legislation. 

The letter was signed by Americans for 
Safe Access, Global Alliance for Cannabis 
Commerce, Marijuana Policy Project, Minori-
ty Cannabis Business Association, National 
Association of Cannabis Businesses, National 
Cannabis Industry Association, National Can-
nabis Roundtable, National Organization for 
the Reform of Marijuana Laws, Policy Center 
for Public Health and Safety, and Safe and 
Responsible Banking Alliance.

“Collectively, we represent consumers, 
patients, and thousands of state-regulated 
and ancillary cannabis businesses,” the letter 
explained. “This industry, composed primarily 

of small to medium-sized businesses, continues 
to provide safe cannabis medicine to more 
than 3 million medical cannabis patients in 
the United States. Despite the essential desig-
nation in most states, these essential businesses 
lack access to the financial services necessary 
to optimize social distancing measures to 
ensure the safety of medical cannabis patients, 
workers, and the public.”

Due to current federal laws and financial 
regulations, most banks are unwilling to take 
the risk of prosecution or sanction to work 
with state-legal cannabis businesses and often 
ancillary businesses that service the cannabis 
industry. This forces many businesses in this 
space to operate almost entirely in cash, cre-
ating public health and safety issues that have 
been compounded by the coronavirus pandem-
ic. These policies hinder the efforts of regula-
tors and law enforcement to effectively mon-
itor the legal cannabis market, and severely 
limit access to capital for small businesses that 
are increasingly in need of assistance. Business 
owners are also becoming more concerned that 
the presence of cash on their premises will 
make them larger targets for crime as unem-
ployment rises throughout the nation.

“Locking legal businesses out of tradition-
al banking services—leaving them with no 
option but to operate exclusively in cash—has 
long put workers in danger,” said Sen. Jeff 
Merkley, the lead Senate sponsor of the SAFE 
Banking Act. “And now in the face of this 
pandemic, it’s making it increasingly difficult 
for these businesses to keep their workers and 
customers safe while they fight to stay afloat. 
The SAFE Banking Act is more important 
than ever to these businesses and the families 
who rely on them, and I’m committed to doing 
everything I can to get it passed.”

The SAFE Banking Act would prevent fed-
eral banking regulators from punishing banks 

for working with cannabis- and hemp-related 
businesses that are obeying state laws. The bill 
would protect ancillary businesses that work 
with the cannabis industry from being charged 
with money laundering and other financial 
crimes, and requires the Financial Institution 
Examination Council to develop guidance to 
help credit unions and banks understand how 
to lawfully serve cannabis businesses.

“Cannabis businesses and their employees 
already face a significant public safety risk 
without access to the banking system, and the 
COVID-19 crisis has only exacerbated this risk 
with these essential businesses having to move 
their cash-only transactions outside the store,” 
said Rep. Ed Perlmutter, lead House sponsor 
of the SAFE Banking Act. “At the same time, 
many of these businesses are facing disruptions 
in their supply chain and in normal operations 
and they should be eligible for relief just like 
any other legal, legitimate business during this 
pandemic. I will continue to push for inclusion 

of the SAFE Banking Act or other forms of 
relief for this industry in the next package.”

“The lack of access to banking also prevents 
legitimate cannabis-related businesses from 
obtaining emergency relief or securing bank 
loans to continue providing safe medicine and 
jobs to their communities,” the letter con-
tinued. “Despite essential designations, many 
cannabis businesses will struggle to remain 
operational without access to traditional bank-
ing products and services… If businesses can-
not access the resources to remain operational, 
patients would be forced into the illicit market 
of unregulated medicine and transactions.”

Last September, the House passed the 
SAFE Banking Act in a bipartisan vote of 
321-103, making it the first piece of stand-
alone cannabis policy reform legislation to 
ever receive a vote or be approved by either 
chamber of Congress. Companion legislation 
is currently being considered in the Senate and 
is awaiting a markup in the Senate Banking 
Committee.

Cannabis is legal for adults in eleven states 
as well as the District of Columbia and the ter-
ritories of CNMI and Guam, and 33 states as 
well as several territories have comprehensive 
medical cannabis laws. The substance is legal 
in some form in 47 states. Every state with 
a functional regulated cannabis market has 
allowed continued access during the coronavi-
rus response.

Representing nearly 2,000 member-businesses 
and tens-of-thousands of cannabis professionals, 
NCIA is leading the charge to protect legal canna-
bis businesses, defend our state laws, and advance 
federal policy reforms. Successful businesses are 
joining NCIA every day to become stronger, 
smarter, and more prosperous by working together 
to defend and expand the responsible cannabis 
industry. Learn more at thecannabisindustry.org.

Cannabis Policy Advocates Urge Congress to Include 
Banking Reform in Next Coronavirus Relief Legislation

In response to an outbreak of respiratory 
illnesses primarily associated with unregu-
lated cannabis vape cartridges found in the 

illicit market in recent months, the National 
Cannabis Industry Association (NCIA) Policy 
Council, with the help of experts in several 
fields, has produced an extensive report that 
explores the known and potential causes of 
the condition and offers ways for producers, 
regulators, and lawmakers to prevent such 
issues from occurring in the legal regulated 
market. NCIA is also sharing this report with 
key congressional committees.

The report – titled “The Key to Consumer 
Safety: Displacing the Illicit Cannabis Market 
– Recommendations for Safe Vaping” – dis-

cusses topics such as vaporizer liquid formu-
lations, vaporizer delivery devices, possible 
contaminants, and best practices for testing. 
It also recommends ways to displace the illicit 
market and make sure that unregulated prod-
ucts don’t find their way into the legal market, 
including decreasing the financial burdens 
that prevent legal providers from being com-
petitive with the illicit market, methods for 
identifying counterfeit products, creating more 
accessible pathways for unlicensed operators 
to enter the regulated market, and increasing 
non-criminal enforcement against illegal cul-
tivation sites.

“The cannabis industry has a serious and 
disruptive illicit market problem that is direct-
ly affecting public health and safety. While the 
Center for Disease Control has not yet defin-
itively determined the proximate cause for 
every injury or death, the overwhelming pre-
ponderance of the evidence points to additives 
in illicit market products,” the report states. 
“NCIA’s Policy Council urges consumers to 
only purchase regulated and tested cannabis 
products from the state-legal market. Reliable 
vaping products manufactured using suitable 
vaporizer hardware and liquid formulations 

created from high quality ingredients are com-
mon in the legal cannabis market. The same 
cannot be said for the unregulated market. We 
must stop the flow of illicit, unregulated, and 
untested products to consumers… We also 
need to lower taxes, so that the legal market 
can fairly compete with the illicit market. 
This effort will take a collaborative approach, 
with law enforcement, state-legal cannabis 
businesses, and state cannabis taxing and 

licensing authorities working in concert.”
Earlier this month, the CDC ended its 

“state of emergency” regarding this illness, 
known as EVALI, as the number of new cases 
being reported has sharply declined. While 
discussing the sources for the products linked 
to specific cases, the agency inaccurately 
grouped regulated cannabis businesses with 
completely unregulated businesses such as 
illegal pop-ups and unlicensed storefronts as 
the sources for 16% of the cannabis products 
associated with EVALI cases. This is despite 
the fact that only a handful of cases have been 
associated with licensed businesses, which are 
greatly outnumbered by unlicensed stores in 
California.

Cannabis is legal for adults in eleven states 
as well as the District of Columbia and the ter-
ritories of CNMI and Guam, and 33 states as 
well as several territories have comprehensive 
medical cannabis laws. The substance is legal 
in some form in 47 states. Dozens of states are 
set to consider cannabis-related legislation or 
ballot initiatives this year.

Information for this article was provided by the 
National Cannabis Industry Association.

NCIA Releases Extensive Report on Vaping Policies

Lack of banking access hinders 
social distancing efforts, increases 
risk of contagion, creates 
unnecessary financial hardship 
and other safety risks for essential 
businesses and patients

Report contains detailed 
information on proximate causes 
and provides recommendations for 
displacing the illicit market and 
minimizing potential for future 
public health issues

Reliable vaping products 
manufactured using suitable 

vaporizer hardware and liquid 
formulations created from high 

quality ingredients are common in 
the legal cannabis market. 
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Legislation to give legal marijuana businesses, 
which have been declared essential in a 
majority of states with regulated cannabis 

markets, access to resources being made avail-
able by congressional COVID-19 emergency 
response packages was introduced in the House 
last month by Rep. Earl Blumenauer (D-OR) 
and Rep. Ed Perlmutter (D-CO). The Emergen-
cy Cannabis Small Business Health and Safety 
Act would stop cannabis businesses and those 
that provide services to them from being exclud-
ed from further federal relief funding provided 
through the Small Business Administration 
(SBA).

“The cannabis industry employs nearly a 
quarter of a million Americans and has been 
deemed essential in state after state, yet many 
businesses will not survive the pandemic with-
out help,” said Aaron Smith, executive director 
of the National Cannabis Industry Association. 
“They already face disproportionate financial 
burdens during normal conditions, and the 
strains created by the coronavirus response are 
putting them at an even greater disadvantage 

and jeopardizing their ability to provide vital 
healthcare services. We are incredibly grateful 
for the dozens of lawmakers who are urging their 
colleagues to give cannabis businesses fair access 
to federal relief funds in these difficult times.”

Under current policy, businesses that deal 
directly with cannabis production and sale, as 
well as many that provide services to them, are 
ineligible for any SBA programs. Many indirect 
businesses have not been declared essential 
and have been forced to close. Cannabis busi-
nesses that have remained open must contend 

with declining sales, supply chain disruptions, 
onerous tax rates, lack of access to banking ser-
vices, and the costs incurred by implementing 
additional health and safety measures to protect 
employees and customers.

Last week, Rep. Blumenauer and nearly 
three dozen of his colleagues sent a letter to 
House leadership urging them to make cannabis 
businesses eligible for SBA programs. Senators 
Jacky Rosen (D-NV) and Ron Wyden (D-OR) 
along with eight co-signers sent a similar let-
ter to Senate leadership on Wednesday. They 

have been joined by cannabis industry advo-
cates, the United Food and Commercial Work-
ers International Union, state officials including 
Colorado Gov. Jared Polis, and others.

Cannabis is legal for adults in eleven states 
as well as the District of Columbia and the terri-
tories of CNMI and Guam, and 33 states as well 
as several territories have comprehensive medi-
cal cannabis laws. Every state with a functional 
regulated cannabis market is allowing continued 
legal access in some form during the ongoing 
pandemic restrictions.

House Bill Introduced to Make Cannabis Businesses 
Eligible for COVID-19 Relief Funds
Widespread recognition of 
necessity for regulated cannabis 
providers spurs calls for equal 
access to federal assistance
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Turn to Greenberg Glusker for all your legal needs, including a wide range of Cannabis-related services:

— Compliance with California’s legal and regulatory framework governing cannabis

— Registration and protection of intellectual property in the cannabis space

— Management of governmental, agency, and internal investigations

— Organization of employment relationships specific to cannabis companies and dispensaries

— Strategies for minimizing tax burdens

— Litigation of cannabis-related issues

ONE CITY.
ONE FIRM.
ONE UNDENIABLE ADVANTAGE.
With a significant presence in Southern California for over 60 years, Greenberg Glusker enjoys 
a longstanding reputation as one of the premier firms in California and across the country.

GreenbergGlusker.com   |   310-553-36102049 Century Park East, Suite 2600, Los Angeles, CA  90067

Note: We are only able to provide these services in jurisdictions where ethically permitted, and we reserve the right to withdraw 
representation if the federal government indicates that providing such legal services as described violates federal law.

Priya Sopori
psopori@ggfi rm.com

Steven Stein
sstein@ggfi rm.com

The House Committee on Veterans Affairs 
approved two bills in March that would 
loosen restrictions on medical cannabis 

research and use by veterans. The VA 
Medical Cannabis Research Act as amended 
by the committee would require the VA 
to conduct clinical studies on the medical 
benefits of cannabis for veterans, and would 
protect people participating in state medical 
cannabis programs from losing benefits and 
services through the VA system. The bill, 
which was introduced by Rep. Lou Correa 
(D-CA) and currently has 105 cosponsors, 
was approved in a voice vote.

Next, the committee approved the 
Veterans Equal Access Act in a vote of 15-11. 
This bill would allow physicians and other 
healthcare professionals in the VA system to 
discuss medical cannabis with patients and 
provide recommendations in accordance with 
applicable state laws. The legislation was 
introduced by Rep. Earl Blumenauer (D-OR) 
and currently has 18 cosponsors.

Both bills will now head to the full 
House for a floor vote.

“We commend our friends Rep. Correa 
and Rep. Blumenauer for working so hard 
to get these bills to a House vote, and 
we want to thank Chairman Takano for 
allowing this committee markup,” said 
Aaron Smith, executive director of the 
National Cannabis Industry Association. 

“Our distinguished service-people have 
waited far too long for the ability to use 
the medicine that works for them without 
fear of punishment, and the VA can benefit 
tremendously from the knowledge that will 
come from mandating the research that it 
has avoided or ignored up to this point.”

“It is heartening to see that Congress 
is still pursuing cannabis policy reform 
and looking out for vulnerable groups 
like veterans despite being occupied with 
another serious public health issue,” Smith 
continued.

Cannabis is legal for adults in eleven 
states as well as the District of Columbia 
and the territories of CNMI and Guam, 
and 33 states as well as several territories 
have comprehensive medical cannabis 
laws. The substance is legal in some form 
in 47 states.

Information for this article was provided by the 
National Cannabis Industry Association.

House Committee Approves Veterans Affairs  
Medical Cannabis Bills
Legislation to promote research, 
protect veteran medical cannabis 
patients, and allow VA doctors to 
recommend medical cannabis will 
proceed to a House floor vote
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