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Cannabis 
Banking

• Hemp vs. State Legalized Cannabis

• Market Considerations

• Legalization Efforts

• Bankability



Hemp Market vs. State Licensed 
Cannabis

• Hemp and marijuana are simply broad classifications of Cannabis that were 
adopted into our culture; however, they are not legitimate nomenclature for 
the Cannabis plant.

• “Hemp” is a term used to classify varieties of Cannabis that contain 0.3% or 
less THC content (by dry weight).

• “Marijuana” is a term used to classify varieties of Cannabis that 
contain more than 0.3% THC (by dry weight) and can induce psychotropic or 
euphoric effects on the user.

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5531363/
https://genomebiology.biomedcentral.com/articles/10.1186/gb-2011-12-10-r102#B1
https://www.brookings.edu/blog/fixgov/2018/12/14/the-farm-bill-hemp-and-cbd-explainer/


Hemp vs State Legalized Cannabis: 
Composition

• The defining characteristic between hemp and marijuana is the chemical 
composition contained within each plant.

• Both hemp and state legalized cannabis can produce high amounts of CBD, 
the non-intoxicating cannabis compound; however, THC is produced at very 
different levels.

• While hemp can contain no more than 0.3% THC by dry weight, state 
legalized cannabis can contain up to 30% THC content.

https://www.leafscience.com/2014/09/16/5-differences-hemp-marijuana/
https://www.leafly.com/news/strains-products/what-are-the-strongest-cannabis-strains


Hemp vs State Legalized Cannabis : 
Legality

• Due to the difference between their levels of THC, hemp and cannabis are 
regulated very differently under the law.

• While hemp was previously regulated as an illegal substance under 
the Controlled Substance Act of 1970, it was removed as an illegal substance 
under the Agricultural Improvement Act of 2018, which federally legalized 
hemp and hemp-derived products that contain no more than 0.3% THC.

• State Legalized Cannabis, on the other hand, is still treated as a controlled 
substance and is federally illegal under the Controlled Substance Act.

https://www.drugs.com/csa-schedule.html
https://www.govtrack.us/congress/bills/115/hr2
https://www.safeaccessnow.org/federal_marijuana_law


Hemp Derived CBD vs State 
Legalized Cannabis Derived 
CBD

• When it comes to CBD and the case of hemp and 
marijuana, we are faced with yet another 
important subject that must be addressed. CBD 
can be derived from either hemp or cannabis.

• Hemp derived CBD regulated differently than 
cannabis derived CBD.



Source: Cannabis Policy in the US - The Marijuana Policy Project (MPP)
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Adult Use 
Legalization 

Increases 
Sales and Tax 

Revenues

• MA revenues at $1B after two years with 
recreational

• NJ estimates $300M annually

• CT estimates anywhere from $30M first year 
and up to $950M over first 5 years

• WA realized $395.5M in tax revenues in 2019

• CO sales revenues totaled $1.75B in 2019





New York Legalization

• The New York State Department of 
Health estimated the legal marijuana 
market size with the passage of adult use 
to be between $1.7 and $3.5 billion.

• A Rockefeller Institute on Government 
analysis found that a $1.7 billion industry 
could generate a total economic output 
of $4.1 billion and total employment of 
30,700. It could also attract hundreds of 
millions of dollars in capital investment 
shortly after legalization as investors pour 
in to take advantage of the new market.



Federal Legalization Efforts Continue

• De-schedules, decriminalizes and expunges, creates a 5-8% tax for an opportunity fund for social 
equity programs among other important provisions

MORE Act - Marijuana Opportunity and Expungement Act

• Allows States to govern their own programs and removes cannabis from Schedule 1

STATES Act - Strengthening the Tenth Amendment through Entrusting States

• Passed by House, hoping for passage in 2021 through Senate Banking

SAFE Act - Secure and Safe Enforcement Act



New York Legalization

S5657B

• Expands medical program by removing “serious” from condition for prescription purposes; expands eligible conditions; 

• Authorizes a medical research program; additional testing labs and increases ROs dispensaries from 4 to 8 each. 

• Active before NYS Finance Committee

S2835A 

• Provides for animal access to cannabis.  

• Active before NYS Health Committee

S183

• Patients could not be evicted from residential properties based solely on their certified use of medical cannabis under this proposal. 

S854 

• MRTAMarijuana Regulation and Taxation Act (MRTA) this regulation is the Legislature’s version of legalization for adult use.  Versions have been introduced since 
2016.  MRTA includes various provisions not included in the Governor’s legalization bill such as designated areas for use of revenues to address communities 
most harmed by war on drugs and injustices. 

• Active before Finance Committee

CRTA Part H of NYS Budget Bill

• Governor’s bill to legalize cannabis provides for an Office of Cannabis Management with discretion over funds and programs.  Provides for an auction in adult use 
licenses.  Provides for potency tax plus additional taxes creating effective tax rate over 20-23%. 



Additional Legislation

A 40 

• Requires a study on how taxes and banking are managed for the medical cannabis market to be submitted by January 16, 2022.

A 127

• Revises medical marijuana program by expanding who qualifies as a cannabis caretaker including workers in hospitals, adult care facilities and mental health 
institutions.

A169 

• Allows for medical use upon professional opinion (rather than “serious” condition). 

A184 

• Allows ROs to contract with third party for services, equipment and facilities with respect to functions of medical cannabis production.

• Active before Health Committee

A242

• Making medical marijuana a “prescription drug” eligible for health insurance coverage.

A 413 & A 531 

• Expansion of conditions that qualify patients for medical cannabis.  Removes the “serious” designation as a requirement to qualify for medical marijuana; 
increases amount a patient can purchase from a 30-to 60-day supply. Provides for a medical marijuana research program.



Core BSA/AML Risks

Source of 
Funds

Size of Illegal 
Market

Undesirable 
Parties



BSA \ AML Compliance: Implementing the FINCEN Guidance

Verifying with the appropriate state 
authorities whether the business is 

duly licensed and registered;

Reviewing the license application (and 
related documentation) submitted by the 

business for obtaining a state license to 
operate its marijuana-related business; 

Requesting from state licensing and 
enforcement authorities available 
information about the business and 

related parties; 

Developing an understanding of the 
normal and expected activity for the 

business, including the types of products 
to be sold and the type of customers to 

be served (e.g., medical versus 
recreational customers);

Ongoing monitoring of publicly 
available sources for adverse 

information about the business and 
related parties;

Ongoing monitoring for 
suspicious activity, including for 
any of the red flags described in 

this guidance; and 

Refreshing information obtained as 
part of customer due diligence on a 
periodic basis and commensurate 

with the risk. 



FI Program Development

Risk Assessment

Concentration Limits

Reputational Risk

Counterparty Risk

Liquidity Risk

Credit Risk

Policy Development

Initial DD Requirements

Account Approval Authority

Ongoing DD Requirements

Transactions and Account Monitoring

Product and Business 
Development

Pricing

Client Agreements

Cash Logistics

Operational Execution

Integration with Core Banking

Complimentary w/ Current Compliance 
Tools

Enhanced Onboarding



Action Plan

Crawl, walk, run

A playbook exists; work with experts

Consider the impact beyond BSA department

Build for today, plan for tomorrow



Successful Legalization Requires

Achievable 
Social Equity 

Initiatives

Transparent 
Compliance 
Standards

Competitive 
Tax Policies

Regulated 
Legacy Market



And Access to Financial Services

BANKING FINANCING INSURANCE PAYROLL CAPITAL 
MARKETS



THANK YOU

Tony Repanich
President and Chief Operating Officer
tony@shieldbanking.com
shieldbanking.com

Elizabeth Shields
Co-Founder
eshields@nyccia.org
NYCCIA.org and HVCIA.org
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Cannabis Industry Associations

Growing Cannabis Businesses Rooted in Community-Oriented Best 
Practices.  The association promotes commerce with a conscience, 
which allows our members to do good while also doing well.

LEARN MORE ABOUT HVCIA

https://ciamembership.org/hv/#mission


Shield Compliance Presents

About Shield Compliance



Critical Workflows Powered by Data

Integrated 
Compliance 

Data

shield engage
Streamlined application & 
underwriting of prospective clients.

shield assure
BSA/AML compliance management, 
transaction monitoring and government 
reporting.

shield transact
Payment enablement for 
cashless consumer payments.



Best In-Class Solution

Built by 
Bankers 
for 
Bankers

Operationally Integrated

➢Linked to core banking data to drive consistency of 
reporting and efficiency of operations.

Transcend Federal Banking Recognition

➢An industry specific BSA\AML platform to power KYC 
and enhanced due diligence, pre- and post-safe banking.

Built to Last Pricing Model

➢Pricing that fits into the financial institution’s 
profitability plan today and down the road.


