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Dear Esteemed Members of Congress,

February 11, 2019 – KushCo Holdings, Inc. (OTCQB: KSHB) the parent company of innovative 
cannabis industry leaders such as Kush Supply Co., Kush Energy, The Hybrid Creative, and Koleto 
Innovations, appreciates the opportunity to provide comments to the subcommittee of the House 
Financial Services Committee concerning cannabis banking reform. 

Founded in 2010, KushCo has now sold more than 1 billion units and regularly sells to more than 
5,000 legally operated medical and adult-use dispensaries, growers, and producers across North 
America, South America, and Europe. KushCo’s subsidiaries maintain facilities in the five largest 
U.S. cannabis markets as well as having a local sales presence in every major U.S. cannabis market.

KushCo strives to be the industry leader for responsible and compliant products and services in 
the legal cannabis and CBD industry. While KushCo provides products and solutions to customers 
in the cannabis and CBD industries, it has no direct involvement with the cannabis plant or any 
products that contain THC or CBD.

Although cannabis is legal in two-thirds of the country and despite the fact that 95 percent of the 
U.S. population lives in a state where cannabis, in some form, is legal, cannabis is still considered 
a Schedule 1 drug at the federal level.  This makes it nearly impossible for banking and financial 
institutions to conduct business with companies involved in the cannabis industry, especially 
given the current administration’s rescindment of the Cole Memorandum, without risking criminal 
prosecution under federal law for, among other things, money laundering, conspiracy and “aiding 
and abetting.”  Even if such banks can get comfortable with operating in the industry, banks are 
required, at great time and expense, to file suspicious-activity reports (SARs) for virtually every 
transaction involving a cannabis company. To illustrate this challenge, one Colorado credit union 
was required to file 7,000 reports for 220 cannabusinesses, as opposed to 226 reports for its other 
33,000 customers combined.    

Such onerous regulations make working with companies in the cannabis industry extremely 
unprofitable for banks, regardless of the financial health of their potential customers.  Moreover, 
the current banking laws severely restrict access to traditional forms of credit given that major 
credit card companies themselves also prohibit using their cards for cannabis purchases. That’s 
led to an estimated 70% of cannabusinesses being unbanked, resulting in an untenable situation:  
financially solvent companies are left operating exclusively in cash.  Not only are dispensaries (and 
all cannabis businesses, for that matter) at a higher risk of robbery and other violent crimes given 
the large sums of money that they are forced to carry to transact their businesses, ...
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...performing basic business functions such as payroll, paying vendors and auditing can be extremely 
challenging. Cash transactions also make it more difficult for federal and state regulatory bodies to 
track payments in the industry, ironically, making it harder to enforce the laws against “bad” actors.

Many politicians and regulators acknowledge this problem. The challenge is to create a safe, legal 
mechanism to allow businesses to make deposits and write checks to pay taxes, fees, vendors 
and landlords and employees.  Without this ability, legally compliant cannabis companies cannot 
secure access to traditional capital markets and much needed debt financing, typically leading to 
more “black” and “gray” market activity.  And those companies that have a dire need to access 
the capital markets have been heading to friendlier, international markets such as Canada. Given 
that projected cannabis market sales are expected to exceed $24 billion by 2025, according to 
New Frontier Data, the United States undoubtedly will lose its competitive market advantage in 
this burgeoning industry.

What the cannabis industry is asking is simple: we would like (a) to protect the public welfare and 
safety by reducing the extremely high number of cash transactions in the industry, (b) to allow 
cannabis companies to more easily access traditional capital markets and debt financing, and (c) 
to implement banking regulations which work hand in hand with law enforcement’s efforts to track 
payments in the industry, all in an effort to help facilitate the growth of this explosive industry.

We would welcome any opportunity to assist the subcommittee as the members advance their 
review of cannabis banking reform and other related cannabis issues in the near future.

Nick Kovacevich
Chairman & Chief Executive Officer, KushCo Holdings, Inc.

Sincerely,
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