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Honorable Mayor of Pasadena and Honorable Members of the City Council,
I submit to you today, copies of a letter (and supporting attachments) that I have mailed to the named City Staff
to which this letter is addressed. In this letter, I describe the myriad issues we have encountered in regards to
City Staff's handling of the cannabis licensing process. We are frustrated beyond measure at staff's multiple
glaring errors and it's intent to double and triple down on these blunders rather than remedy these obvious
mistakes. Our patience is running out, as are the opportunities to course correct. My hope is that in providing
this information to you, it will trigger some sort of solution that will allow us all to avoid ending up in litigation.
Warm Regards,
Chris Berman
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THE ATRIUM GROUP LLC
July 19, 2019

Ms. Michele Beal Bagneris, City Attorney
City of Pasadena, City Hall
100 N. Garfield Avenue, Room N210
Pasadena, California 91101

Assist. City Manager Nicholas G. Rodriguez
City of Pasadena, City Hall
100 N. Garfield Avenue
Pasadena, California 91101

David Reyes, Director of Pasadena
Department of Planning & Development
Pasadena Permit Center
175 North Garfield Avenue
Pasadena, California 91101

Guille Nuñez, Management Analyst IV
Department of Planning & Development·
Pasadena Permit Center
175 North Garfield Avenue
Pasadena, California 91101

Dear Ms. Bagneris, Mr. Reyes, Ms. Nunez, and Mr. Rodriguez:
We were infuriated to learn Wednesday that the City has accepted the filing of a defective CUP
Application for a cannabis retail permit by Harvest of Pasadena, LLC (“Harvest”). The deficiencies in
Harvest’s filling documents were both glaring and pervasive. These errors should have been
immediately obvious had City staff made even the slightest effort during their review. At this point,
you should know full well the reason for my outrage, given our previous correspondence to the City
on June 19, 2019, June 28, 2019, July 8, 2019 and July 12, 2019, where we describe in detail each
failure of Harvest to meet the minimum legal requirements needed for an application to be accepted
for filing.
If you need further evidence as to Harvest’s lack of candor in its dealings with the City, the record
contains ample testimony in letters that have been posted on the City’s website from The Brick &
Rose, dated June 17, 2019 and June 23, 2019. These letters raise serious concerns about a Harvest
affiliate who is being investigated by the state of Pennsylvania amid charges of fraud and
misrepresentation, as well as allegations related to the Executive Chairman of Harvest’s parent
entity, whose identity was withheld until recently and who was recorded on a federal wiretap
negotiating an illegal drug deal.
After receiving these letters, City Manager Steve Mermell related the concerns to Harvest on June
25, 2019 and gave the company 30 days to respond to the allegations against it. This action gave us
false hope that the City was truly concerned about these allegations and wanted to receive
additional information from Harvest before deciding whether to deny Harvest’s application for filing.
32123 LINDERO CANYON ROAD, SUITE 210, WESTLAKE VILLAGE, CA 91361
(818) 865-1700 OFFICE (818) 865-1711 FAX
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But we now know that the City had never really intended to investigate any of this. Harvest’s official
response to the City was dated July 10, 2019. In his letter, Chief Executive Officer Steve White simply
refused to address any of the serious allegations of errors and misconduct that were raised by The
Brick & Rose, The Atrium Group, and others.
And what did the City Manager and Director of Planning do upon learning that Mr. White had
arrogantly rebuffed the opportunity to respond to these charges? Unlike any honest and ethical
government agency, the City of Pasadena chose to do absolutely nothing. In fact, the City’s conduct
was far worse than benign. It became an active participant in Harvest’s scheme to defraud the
citizens of Pasadena.
It should be clear by now that we are beyond skeptical of the City’s ability to be fair and impartial in
this proceeding. However, even we were shocked to learn that the City had concealed Harvest’s
letter for a full week. It was not until we specifically requested on July 17th to know whether Harvest
had been provided an appointment to submit their CUP for filing, that Harvest’s response to Mr.
Mermell’s letter magically appeared. Coincidentally, or not, this provided just enough time for
Harvest to file its defective application before any of the other candidates had received notice of its
refusal to explain the myriad deficiencies in its application. Meanwhile, the City Manager stood
before Council Members during a public session held on Monday, July 15th, and falsely assured them
that the City was committed to a policy of transparency and disclosure:
“Every communication that we have received and all of our responses to those
communications have all been posted publicly on our cannabis webpage.”
During this public meeting, the City Manager also proclaimed to the City Council that the rules
governing the permitting process have been “crystal clear,” another blatant falsehood that belies the
many inconsistencies and inequities in the City’s ad hoc administration of the rules.
Making matters even worse, the Director’s designee, Guille Nuñez, in response to a question posed
by another applicant’s representative, appears to have conducted her own investigation into
whether the Rudolf Steiner Library would be considered a sensitive use. In an ex parte
communication on June 25, 2019, Ms. Nuñez shared that the City would interpret the term “library”
to only include branches of the Pasadena public library system, despite that lack of support for this
view in the plain language of the Municipal Code and the context of how the phase “any…library”
came to be part of the City’s cannabis ordinance. The harm caused to other applicants did not just
result from Ms. Nuñez’ mistaken interpretation of the Code, but also the Director’s decision to not
make this important information available to anyone else for another week.
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While there is little that can surprise us at this point, we were admittedly astonished to see that after
twice dismissing Sweet Flower’s filing because it did not include the required certification by a
licensed surveyor, the Director allowed Harvest to file its application although it suffers from the
same defect. As explained in our letter of July 12, 2019, Harvest’s surveyor conceded in writing that
he did not personally investigate the presence of any sensitive uses, instead choosing to defer to the
work of an unlicensed map maker who made the sensitive land use determinations that were
required in the CUP Application. We have not yet received the City’s response to this latest appeal,
so we wait, fully expecting the Director to once again demonstrate that there is no rule that Harvest
can break that will prevent the company from receiving a cannabis retail permit in Pasadena.
These many examples of questionable conduct have renewed our long-standing concerns about the
City’s ability to be fair and impartial in these proceedings. Harvest has unquestionably received
favorable treatment from City staff during this application process. Because we now harbor doubts
about the staff’s ability to be fair-minded and transparent, we are compelled to demand that Harvest
be prohibited from amending its application to cure the many defects we have identified. If the
Director were to allow any such revisions to be made, it would undermine the City’s contention that
Harvest’s application was complete and deserving of being placed in a superior position to Atrium in
Council District No. 3 in the first place. Therefore, upon finding any deficiencies in Harvest’s CUP
Application, the City must follow the Code and its cannabis regulations by rejecting the offending
application and accepting the filing of the next complete and code-compliant application in the
queue.
The City has repeatedly shown that it doesn’t care if Harvest failed to truthfully disclose its
management, ownership structure, and the parties exercising control over its actions in Pasadena—
the same disclosure requirements that were imposed on all 122 permit applicants who were
compelled to submit the Applicant/Owner Information Form, and the top six applicants who had to
provide a Taxpayment Protection Act Disclosure Form in order for their applications to be deemed
complete. However, the State of California recently accomplished what the City of Pasadena has
thus far refused to do.
Harvest was finally compelled by California law to admit something that it did not acknowledge in the
250+ pages of documents it had previously submitted to the City— the identity of the party who
really manages the company. On July 9, 2018, Harvest filed a Statement of Information with the
California Secretary of State revealing that it is not Steve White, but an Arizona-based entity named
“Harvest Enterprises, Inc.,” that is the company’s sole Manager with the authority to direct its dayto-day actions. Harvest Enterprises, Inc. is an affiliate of a multi-billion-dollar Canadian cannabis
conglomerate— Harvest Health & Recreation, Inc. (“Harvest-Arizona”)— that is headquartered at the
same business address in Tempe, Arizona. However, it is telling that Harvest did not name either
Harvest Enterprises, Inc. or Harvest-Arizona in its Applicant/Owner Information Form or Taxpayment
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Protection Act Disclosure Form.
Although the City of Pasadena has utterly failed to enforce its own disclosure rules, other
jurisdictions have not abandoned their duty to protect the public interest. A simple search using
Google will uncover a wealth of information about Harvest, its affiliates and executive team. For
example, an Ohio affiliate of Harvest-Arizona (“Harvest-Ohio”) was recently accused of engaging in
fraud and deceptive conduct in effort to obtain cannabis licenses in the state. The State of Ohio has
begun an investigation into whether Harvest-Ohio had wrongfully obtained three cannabis retail
licenses in the State by fraudulently claiming that 51 percent of its Ohio operations were owned by
an “economically disadvantaged” group. After investigating the matter, the Ohio Board of Pharmacy
(the administrative agency charged with overseeing Ohio’s cannabis licensing program) found that
Harvest-Ohio did not qualify as “economically disadvantaged.” The Board of Pharmacy bluntly
concluded that Harvest-Ohio had:
“committed fraud, misrepresentation, or deception in furnishing information” on its application for
a cannabis license.”
license.”
As the Ohio investigation later unfolded, Harvest-Ohio displayed a tenacious desire to keep its
corporate structure in the shadows and a willingness to take any measures necessary to prevent the
disclosure of its relationship with its Arizona parent. According to court records, a third party
requested a copy of the formal notices that the Ohio Board of Pharmacy sent to Harvest-Ohio in
anticipation of a revocation hearing under the State’s public information laws. In response, HarvestOhio filed a lawsuit against the State to prevent disclosure of these documents, arguing inter alia that
the materials contained trade secrets about its corporate framework, which it characterized as:
“…highly sensitive information regarding the unique organizational structure of [Harvest-Ohio’s
limited liability company].” Harvest-Ohio’s complaint further claimed that: “…disclosure regarding
how Petitioners structured their LLCs would reveal specialized organizational information of high
economic value.”
An investigative report by journalist Sam Wood of The Philadelphia Inquirer also looked into similar
disclosure issues within the State of Pennsylvania, where the State’s Department of Health had been
investigating whether Harvest-Arizona’s local affiliate (“Harvest-Pennsylvania”) had defrauded the
State by reneging on a promise to utilize “disadvantaged business entities” in the buildout of their
dispensaries. The State’s scoring process had given substantial weight to each applicant’s
commitment to use local businesses, which the State was hoping would bring badly-needed jobs and
investment into the communities where operators like Harvest wanted to operate. As one of the
top-ranked applicants, Harvest had committed to utilize the services of local minority-owned and
woman-owned contractors. However, when the time came for Harvest-Pennsylvania to build out its
facilities, the company is alleged to have awarded contracts valued at hundreds of thousands of
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dollars to a business from New Mexico.
In addition to these charges, Harvest-Pennsylvania is also defending itself against accusations that it
acquired control of more than five cannabis retail permits in the State, which is the maximum
allowed by law. Each of these retail permits authorizes the holder to operate up to three cannabis
retail stores. In the face of this restriction, and in a brazen move that was strikingly similar to the
press release Harvest-Arizona issued after Pasadena selected Harvest as one of its top six applicants,
Harvest-Arizona publicly announced that it had obtained control of seven retail permits in
Pennsylvania - more than the law allows. In the aftermath of this public confession, Pennsylvania
demanded that Harvest prove that it is not affiliated with the entities holding the retail permits in the
State. As in Ohio and Pasadena, Harvest-Arizona made an extraordinary effort to hide its ownership
and control of the local entities operating on its behalf in Pennsylvania.
In Pennsylvania, Harvest’s local affiliate appears to have been concealing the Company’s ownership
structure in order to circumvent state limits on the number of cannabis licenses that any one entity
can control. In Ohio, Harvest’s Arizona parent is alleged to have acquired a social equity license for
its own benefit at the expense of a deserving minority applicant for whom the preference program
was intended. This allegation is particularly revolting because the State legislature had decided that
a certain number of cannabis licenses should be set aside for groups who have been severely
impacted by our country’s decades-long War on Drugs. The ownership and disclosure rules in Ohio
were designed to avoid precisely the sort of conduct that Harvest-Ohio is now accused of—
creatively structuring its ownership in a manner that would allow its Arizona parent to wrongfully
gain control over a cannabis license that was intended to be granted in furtherance of the State’s
social equity goals.
Harvest’s Chief Executive Officer proudly claims that his company uses its complicated corporate
structures and the inexperience of local government as a weapon against its competitors. In an
interview with the publication Proactive Investors Canada that was released a few of days after
Harvest was selected as a one of the top six Pasadena applicants, Steve White bragged about how his
training as a lawyer has helped him discover loopholes in the rules that benefit his company:
“Your biggest obstacles are regulatory in nature, and as a result the ability to navigate
regulatory hurdles – laws, in other words – is really helpful, because you can interpret things in
a creative way to give you advantages over competitors...”
In Pasadena, Mr. White’s “creative interpretation” of the rules was likely a conscious strategy that
was intended to mask potentially negative information about its parent’s Executive Chairman and
largest shareholder, Jason Vedadi, and neutralize what the City had intended to be a rigorous and
competitive selection process. As things stand today, it’s hard to argue that Mr. White has been
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unsuccessful.
We fully understand that facts underlying these State actions in Ohio and Pennsylvania are not the
same as we have today in Pasadena. However, we are providing you with news of these events for
two important reasons. First, to demonstrate that Harvest’s failure to properly make the required
disclosures in its Pasadena application was likely not an honest mistake, but instead, an intentional
effort to conceal the extent of its ties to its corporate parent, just as its siblings have done in the
States of Ohio and Pennsylvania. And second, we submit these news articles as examples of diligent
government oversight into the cannabis licensing process— where public agencies have
demonstrated the highest standards of intellectual curiosity, enforcement of the rules, and
procedural due process— all qualities that the citizens of Pasadena have a right expect from their
own City government.
Although these investigations have not yet run their course, it should be apparent how the actions of
officials in Ohio and Pennsylvania contrast with the conduct of the Director and City Manager in
overseeing the current permitting process. As of this date, the City has demonstrated almost no
curiosity about a company who stands to receive one of very first permits to legally sell cannabis
within Pasadena. Nor has the City followed the dictates of the Code or its own cannabis regulations
in finding Harvest’s application to be “complete and code compliant.”
The City has also chosen to ignore fundamental principles of fair play by denying applicants who have
been aggrieved by the Director’s decisions a right of appeal and the constitutional protections of due
process. By deeming Harvest’s CUP Application as “complete,” the City has become an unwitting
partner in Harvest’s plan to conceal vital information about its identity, corporate structure and
parental ownership from the City and its residents.
So, contrary to the assurances given by City Manager Mermell, things are not “crystal
crystal clear.”
clear
It is not crystal clear why the City decided it wasn’t necessary for Harvest to respond to the serious
accusations against it. Had the City decided to look into the concerns we have raised, it would have
quickly learned about these troubling new charges out of Ohio before accepting Harvest’s CUP filing.
It is not crystal clear why the City has been selectively withholding the release of certain
communication to the benefit of some applicants and at the expense of others.
It is not crystal clear why the City Manager is misleading the City Council about the transparency of
the process.
It is not crystal clear why the City determined that the Rudolf Steiner Library, which is clearly a library
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and is clearly within 600 feet of Harvest’s location at 169 W. Colorado Blvd, is not deemed a sensitive
use when Zoning Code section 17.50.066.D.5.e specifies that any commercial cannabis retailer must
be located more than 600 feet from “…any park, library, or K-12 school.” Apparently now the words
“any library” now only pertain to public libraries. So, by that logic should we now infer that the
words “any school” now only apply to public schools? The City is clearly making this up as it goes
along.
It is not crystal clear why the Harvest CUP was deemed complete and why Harvest was allowed to
submit their CUP filing despite the more than 30 deficiencies in its application that we have identified
and shared with the City.
On June 13, Guille Nunez sent an email to all persons who attended the City’s orientation meeting
the day before in which she repeated the direction given to all applicants:
“As indicated on the Conditional Use Permit submittal checklist (page 1, Location Map), the
radius map must be prepared by a licensed surveyor. “
This requirement was then published on the City’s website so as to make it legally binding on all
applicants. These instructions were also contained in the CUP Submittal Checklist, which left no
doubt about what the City expected each application to contain:
“Identification of the applicable distance requirements as outlined in Section 17.50.066(D)(5)
“Location Requirements” of the Pasadena Municipal Code prepared by a licensed surveyor.”
And yet, Harvest submitted a sensitive use map in its CUP application that was not prepared by a
licensed surveyor. It’s not crystal clear to me how Harvest received a pass on this.
It’s not crystal clear to me why Guille Nunez was having ex parte communications with one of the
applicants, helping them to qualify locations a full two months before the scoring results were
announced, nor is it crystal clear to me how that applicant, who ended up with the highest score,
ended up quietly securing a location in an area that didn’t show up on the Draft Map that the City
circulated to applicants.
It is certainly not crystal clear to me how the City can devise a highly-restrictive licensing scheme that
allows only one permit per City Council District, yet make a selection based on an arbitrary
determination of completeness by City staff, while violating the due process rights of another
applicant by not allowing them to appeal the flawed determination of completeness. It is not crystal
clear to me on what legal basis this denial of due process is based, nor is it crystal clear to me why the
City thinks this position will be defensible if it is challenged in federal court.
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If the City of Pasadena is truly serious about conducting a responsible, ethical and transparent
cannabis permitting program that adheres to the rules, then it is time to put words into action. We
demand that City Attorney Bagneris open an investigation into the questionable staff actions we
have described in our many letters, as well as the multitude of procedural and substantive flaws we
have carefully chronicled. We would like to receive a written summary of the results of this
investigation within 10 business days. This summary should also be made available to members of
the Pasadena City Council and posted on the City’s cannabis website
Though one could easily infer a corrupt motive when considering both the number and nature of
these countless lapses in judgment by City staff, we choose to believe this is simply the result of
negligence, poor training and overwork. However, any attempt by the City to allow Harvest to cure
the many defects in its CUP Application or otherwise railroad a defective Harvest application through
the approval process would make it “crystal
crystal clear”
clear that we have been wrong in giving the City the
benefit of the doubt. If it should come to this, be assured that Atrium will take all steps necessary to
protect and enforce its rights under the law.
Sincerely,

Chris Berman
Chief Operating Officer
The Atrium Group, LLC
w/attachments
cc:

Mr. Dean Bornstein, Chief Executive Officer, The Atrium Group, LLC
Mr. Steven Mermell, City Manager
Mr. Christoper Sutton, Esq.
Honorable Members of the Pasadena City Council
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State Investigations Arise in Ohio for
Acreage and Harvest Health
The Ohio Board of Pharmacy has concluded two companies violated state
rules...
by Jacob Ellman —

July 11, 2019
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As marijuana has become legal for medicinal or recreational purposes in 33 states and Washington
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D.C., many publicly-traded U.S. multi-state cannabis operators have risen to valuations north of $1
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With an estimated market potential of $55 billion USD in the United States, this sub-sector of the
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cannabis space has drawn attention from investors ranging from the hedge fund billionaire Leon
Cooperman to the actively-managed marijuana-focused ETF, the AdvisorShares Pure Cannabis ETF
(NYSE:YOLO).
Now, subsidiaries or affiliates of two of those MSOs, Acreage Holdings Inc. (CSE:ACRG.U)
(OTC:ACRGF) and Harvest Health & Recreation Inc. (CSE:HARV) (OTC:HRVSF), have come under
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fire in the State of Ohio for allegedly violating rules under the Buckeye State’s strict medical
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marijuana program.

Now, neither one of them can open any more Ohio dispensaries until the matters are addressed, and
potential punishments could range “from fines to revoking licenses.”

The Rapid Rise of MSOs
With highly skilled leadership at the helm, as well as public listings and vast treasuries, multi-state
operators, a.k.a. MSOs, have been able to experience rapid growth through aggressive M&A
strategies and complex owner-operator agreements that have offered a back door into oligopolistic
domination that in most cases are seemingly 100% legal on paper.
Back in the Fall of 2018, the MedMen Enterprises Inc. (CSE:MMEN) (OTC:MMNFF) mega-acquisition
of PharmaCann, LLC was brought into question due to the fact that the combined entity would end up
controlling eight New York dispensaries – four more than the state’s limit.
Earlier this year, it was uncovered that Sea Hunter Therapeutics and iAnthus Capital Holdings Inc.
(CSE:IAN) (OTC:ITHUF) utilized complex legal structures to circumvent Massachusetts‘ license
limits.
Beyond Massachusetts and New York, Maryland has been yet another land of opportunity for
corporate cannabis, where a simple loophole has allowed Harvest, iAnthus, and Green Thumb
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Industries Inc. (CSE:GTII) (OTC:GTBIF) to own more than the state’s limit was meant to allow.
In most of the cases above, we can hardly blame the pot profiteers from taking advantage of sloppy
legal language to gain a better footing in any given state. However, what one of the cannabis
companies above was recently alleged to have done in Ohio, would be nearly unforgivable if proven
to be true.

The Ohio Opportunity
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As the 7th largest state in the U.S. by population, the Ohio marijuana market represents a major
opportunity for early movers. In efforts to lock down their pieces of the Ohio pie, Greenleaf
Apothecaries LLC and Harvest of Ohio LLC may have cut some major corners, according to breaking
news from the Cincinnati Enquirer.
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What Did Acreage Allegedly Do?
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Acreage affiliate Greenleaf Apothecaries, operating under the name The Botanist, supposedly
“transferred ownership without state approval and/or misrepresented facts submitted with its
dispensary application last year.”

“The company, which was awarded five dispensary licenses, announced in
December 2018 it had a management agreement with big cannabis company
Acreage Holdings, headquartered in New York. State rules prohibit ownership
transfers until after one year of operation.”
Erin Reed, the Ohio Board of Pharmacy’s attorney, told the Cincinnati Enquirer that “the agency has
allowed dispensaries to make small changes in ownership for certain situations, such as adding a
new employee with a financial interest in the company.”
While it seems like this transfer of control happened too quickly, the State’s conclusions surrounding
Harvest’s Ohio affiliate are far worse from the surface.

What Did Harvest Allegedly Do?
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Alongside its findings regarding Acreage Holdings’ Ohio operations, the Ohio Board of Pharmacy also
said that Harvest of Ohio LLC does not qualify as an “economically disadvantaged group” as defined
and claimed in its application to the Board.
Harvest of Ohio LLC, which was awarded three Ohio dispensary licenses in Columbus, Athens, and
Beavercreek, “claimed in its applications that 51 percent of the company was owned by Ariane
Cr

Kirkpatrick, an African-American businesswoman in Northeast Ohio.”
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company was given preference over higher scoring applicants.”
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Requests from the Cincinnati Enquirer to release the notice from the Board of Pharmacy have been
met with headwinds, as Harvest filed a motion in court to block its release. According to the court
briefing, Harvest says that the notice notes private details about Harvest’s “unique way of organizing
an LLC” with “ownership that is only minimally from an economically disadvantaged group.”
That
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good.
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In addition to halting any new Harvest dispensaries from opening up in Ohio, this investigation has
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forced the Ohio Department of Commerce to put a freeze on the company’s Ohio cultivator license.
Ariane Kirkpatrick is also listed as the majority owner of Harvest’s Ohio cultivation entity.
Harvest’s issues with state regulators don’t end in Ohio.

Meanwhile, in Pennsylvania
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In April, Pennsylvania Department of Health officials opened an investigation into Harvest, its
Pennsylvania subsidiaries, and CannaPharmacy Inc. “to determine if the companies misrepresented
themselves to win permits to grow and sell medical marijuana.”
Despite regulations banning the transfer of cannabis permits and capping permit ownership at five per
entity, “Harvest won seven permits by applying through different firms with slightly different names.”
Also, due to Harvest’s acquisition of CannaPharmacy Inc., it gave the company “control of two
marijuana grow facilities in Pennsylvania, one more than the state law permits.”

Conclusion
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merger with Verano Holdings, it seems as if the company has a handful of issues to work out in its
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actual home country first.
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Acreage, meanwhile, will keep doing what capitalists do as it gets closer and closer to its eventual
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combination with Canopy Growth Corp. (NYSE:CGC) (TSX:WEED).
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In the interim, be sure to subscribe to updates here so you never miss an important development.
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Marijuana company under investigation in
Pennsylvania faces probe in Ohio for ‘fraud,
deception’
by Sam Wood, Updated: July 12, 2019

DREAMSTIME / MCT


The marijuana company under regulatory scrutiny in Pennsylvania for allegedly misrepresenting itself to win more permits
than allowed is facing an investigation in Ohio.
Harvest Health and Recreation, a multi-state operator, claimed on applications that 51 percent of its Ohio operations were
owned by an “economically disadvantaged” group, the Cincinnati Enquirer reported on Thursday.
RELATED STORIES

‘Flagrant disregard’: Pa. medical marijuana grower blasted for security lapses, missing plants
Big marijuana firms are ‘rolling up’ local dispensaries and growers, skirting Pennsylvania’s laws
City Council moves to ban new medical marijuana dispensaries in one Philadelphia neighborhood
Making that claim gave the Arizona-based cannabis company an advantage over other applicants. Harvest won licenses in
Ohio to operate three dispensaries and one of 12 large-scale cultivation facilities. Ohio’s marijuana law required 15 percent
of all licenses to be given to companies with “minority-majority” ownership.

https://www.inquirer.com/business/weed/harvest-marijuana-permits-ohio-pennsylvania-misrepresentati…
© Copyright 2019 The Philadelphia Inquirer, LLC

In a letter obtained by the Enquirer, the Ohio Board of Pharmacy, which regulates cannabis businesses in the Buckeye State,
said Harvest of Ohio LLC did not meet the state’s definition of an “economically disadvantaged group,” and wrote that the
company “committed fraud, misrepresentation, or deception in furnishing information” on its application.

Multi-state operators like Harvest — often referred to as Big Marijuana by critics who fear a marketplace controlled by a
handful of large companies — have been using legal loopholes to gain dominance in states that have recently legalized
marijuana for recreational or medical use.
Pennsylvania is probing Harvest’s strategy to dominate an emerging market. The state’s two-year-old medical marijuana
program counts some 137,000 Pennsylvanians as registered patients, and saw $180 million in 2018 sales.
And the Department of Health is investigating whether Harvest defrauded the state after it apparently reneged on a promise
to use diverse or “disadvantaged business entities” — in contracts worth hundreds of thousands of dollars — to build
Pennsylvania dispensaries, according to documents obtained by The Inquirer under the state’s Right-to-Know law.
Harvest won more than the maximum number of permits allowed by statute by submitting applications under slightly
different names and incorporating as separate business entities. Pennsylvania caps the number of dispensary permits a
company can control at a maximum of five. Each permit allows its owner to open three retail stores in the state,
In an April release to investors, however, the parent corporation, Harvest Inc., bragged it controlled seven Pennsylvania
permits — two more than the maximum allowed. The state took notice and ordered Harvest to prove its permit winners are,
in fact, separate companies.
The company’s troubles in Pennsylvania didn’t end there.
In May, the state additionally rebuked Harvest for failing to make good on a promise to use a Pennsylvania-based minorityowned contractor and women-owned flooring business to build at least eight of its retail dispensaries. Pennsylvania’s
application scoring process gave heavy weight to a company’s commitment to diversity. Instead, Harvest hired a company
from New Mexico
Mexic .
In a critical Order to Show Cause that threatened to revoke its permits, Pennsylvania accused Harvest of changing
contractors without notice and failing to seek approval from the Department of Health to change its diversity plan.
The state ordered the individual Harvest entities to explain themselves within 30 days of the notice. It is unclear if Harvest
met the deadline.
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Ownership questions prompt investigations into two
Ohio medical marijuana companies
Jackie Borchardt, Cincinnati Enquirer

Published 10:12 p.m. ET July 10, 2019 | Updated 9:09 a.m. ET July 11, 2019

COLUMBUS – Two companies are coming under fire for allegedly lying on their applications to sell medical marijuana in Ohio and violating rules for the
state's highly regulated program.
The Ohio Board of Pharmacy, which oversees medical marijuana dispensaries, has concluded two companies violated state rules: Greenleaf
Apothecaries LLC, which does business as The Botanist, and Harvest of Ohio LLC.
The board claims Greenleaf Apothecaries transferred ownership without state approval and/or misrepresented facts submitted with its dispensary
application last year, according to portions of a board notice sent to the company obtained by The Enquirer through a public records request.
The company, which was awarded five dispensary licenses, announced in December 2018 it had a management agreement with big cannabis company
Acreage Holdings, headquartered in New York. State rules prohibit ownership transfers until after one year of operation.
The board says Harvest of Ohio LLC does not meet the state's definition of an "economically disadvantaged group," as claimed on its application. The
company was awarded three dispensary licenses and is an offshoot of Harvest Health and Recreation Inc., which operates in eight states.
The pharmacy board sent notices to both companies in early June, giving each the opportunity to make their case before the board at a future meeting.
Neither company will receive permission to open new dispensaries until the matter is resolved. Discipline from the board ranges from fines to revoking
licenses.
Meanwhile, the pharmacy board reiterated the ownership rules to the dozens of other dispensary licensees that are still establishing their businesses.
Only 19 of the state's 56 licensed dispensaries have opened since January.
Pharmacy board attorney Erin Reed said the agency has allowed dispensaries to make small changes in ownership for certain situations, such as adding
a new employee with a financial interest in the company.
"Folks are coming to us with their challenges we're doing everything we can to help them work through it," Reed said. “We are certainly balancing the
need to discipline against patient access."
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Ownership change?
In December 2017, businesses submitted 376 applications for 60 available dispensary licenses across the state. They had to list on the application
anyone with at least 1 percent ownership or equity in the company.
The pharmacy board is holding the businesses to their word – all have to comply with what they promised in that application, including financial interests.
Pharmacy board rules prohibit big dispensary ownership changes, such as acquisitions, until the dispensary has been open for one year.
The first four dispensaries opened in mid-January, so any changes now, the board says, are premature.
The pharmacy board alleges Greenleaf Apothecaries violated state rules for ownership changes and/or gave false information on its applications. The
pharmacy board detailed two violations in a letter sent to the company in June and obtained by The Enquirer through a public records request.
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The Botanist dispensary at 115 Vine Street in Columbus. Greenleaf Apothecaries, which is licensed to operate five dispensaries, says it could open the Columbus location
within 48 hours of receiving approval from state regulators. (Photo: Jackie Borchardt/The Cincinnati Enquirer)

Acreage Holdings announced in a December 2018 press release it had a management agreement with Greenleaf Apothecaries, which had been
awarded five dispensary provisional licenses.
The press release didn’t say how much “support” Acreage was providing. But a November 2018 filing with the U.S. Securities and Exchange Commission
noted the company entered the agreement with Greenleaf Apothecaries and its related cultivation and processing companies on July 2, 2018.
Acreage agreed to loan the Greenleaf family of companies up to $8 million to build the cultivation facility, up to $5.5 million for processing and $10.5
million for five dispensaries. Acreage claimed it "owns or operates cannabis businesses in 14 states" including Ohio.
In exchange, Greenleaf agreed to sell all interests to Acreage, when allowed by the state.
In its annual report filed in April 2019, Acreage said it was providing "expertise, branding and design aesthetics, vendor relationships, and technical knowhow" while Greenleaf maintains "operational control."
"The Company does not currently hold an equity or ownership interest in the licensed operators and will not do so without first receiving necessary
approvals from Ohio state regulators, including the Ohio Department of Commerce and Ohio Board of Pharmacy," Acreage officials wrote in the report.
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Greenleaf was issued certificates of operation for two of its Botanist stores in January and February. Three others are planned for Akron, Cleveland and
Columbus.
Greenleaf disputes the board’s findings and says it can open the doors in Columbus, Akron and Cleveland within 48 hours of receiving state approval.
Tom Haren, an attorney for Greenleaf, said Greenleaf continues to own and operate its dispensaries and the company’s relationship with Acreage did not
develop until after dispensary applications were submitted.
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“Greenleaf is obviously frustrated by the board’s decision to issue these meritless notices, which have unnecessarily delayed the opening of three of the
highest scoring dispensaries – in three of the state’s highest population centers – at a time when too many Ohio patients lack access to the medicine they
need,” Haren said in a statement.
Acreage made state and national headlines last year when former U.S. House speaker and Ohio congressman John Boehner of West Chester joined its
board of directors (/story/news/2018/04/13/why-former-speaker-john-boehner-joining-cannabis-company-friends-convinced-him/514017002/). It made
headlines again when Canadian cannabis company Canopy Growth Corp. announced the right to buy Acreage for $3.4 billion once the U.S. legalizes
marijuana.

Minority ownership claim
Arizona-based Harvest of Ohio LLC claimed in its applications that 51 percent of the company was owned by Ariane Kirkpatrick, an African-American
businesswoman in Northeast Ohio. The addresses listed for Kirkpatrick and the other nine owners are for a business suite in Tempe, Arizona.
The company won licenses for dispensaries in Columbus, Athens and Beavercreek.
State law required 15 percent of all licenses to go to businesses majority-owned and operated by someone from one of several “economically
disadvantaged” groups: African-Americans, American Indians, Hispanics or Latinos, or Asians. Harvest's minority-majority ownership meant the company
was given preference over higher scoring applicants.
The law was struck down by a Franklin County court late last year (/story/news/2018/11/16/ohio-medical-marijuana-court-finds-racial-quotaunconstitutional/2023545002/).
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Harvest of Ohio LLC plans to open three dispensaries in Ohio, including one at this site in Columbus' Clintonville neighborhood. (Photo: Jackie Borchardt/The Cincinnati
Enquirer)

Details of what the board's investigation found were not immediately made available to The Enquirer because investigations are confidential and
conclusions presented in the notice sent last month are subject to trade secret.
Harvest filed a motion in court Wednesday to block the board from releasing the entire notice to The Enquirer. In a court briefing, Harvest claimed the
notice contains confidential information about the company's "unique way of organizing an LLC" to qualify for the minority owned and controlled
designation "with ownership that is only minimally from an economically disadvantaged group."
Portions of the letter released to The Enquirer show the board believes Harvest "committed fraud, misrepresentation, or deception in furnishing
information" on its application.
Support local journalism: Subscribe for full access to Cincinnati.com (https://offers.cincinnati.com/specialoffer?gpssource=CPNEWS&utm_medium=onsite&utm_source=news&utm_campaign=NEWSROOM&utm_content=JACKIEBORCHARDT)
Kirkpatrick, reached by phone on Tuesday, was not aware of the pharmacy board’s notice that was sent in early June.
“That’s not accurate,” Kirkpatrick told The Enquirer. “This is probably the 10th ridiculous call I’ve received today.”
A Harvest corporate spokesman reached on Wednesday said the company is aware of the investigation and is working with state regulators to remedy
any outstanding issues.
Kirkpatrick was also listed as the majority owner on Harvest application for cultivation, which are regulated by a different state agency, the Ohio
Department of Commerce. Harvest was awarded one of 12 competitive large-scale cultivator licenses in November 2017 because of its minority
ownership designation.
5 free articles left. Create your account.

Commerce officials are still reviewing Harvest’s ownership, an agency spokeswoman told The Enquirer. Harvest announced in January it had also won a
processing license to make marijuana-infused food, oil, lotions and other products.
But commerce has yet to award the provisional license because of the pending investigation.
More: Where are Ohio's medical marijuana dispensaries? Here's a map. (/story/news/2019/01/15/ohio-medical-marijuana-dispensary-map/2579545002/)
More: Where to find an Ohio doctor who can recommend medical marijuana (/story/news/2018/12/11/where-ohios-medical-marijuana-doctors-heresmap/2271076002/)
Jackie Borchardt is the Columbus Bureau Chief for The Cincinnati Enquirer. You can follow her on Twitter @JMBorchardt
(https://twitter.com/JMBorchardt).
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