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The following guidance is provided to assist medical cannabis businesses to comply with state
laws and regulations governing the transfer of ownership or control. This document includes

regulatory changes which took effect on May 18, 2020.

This document is not legal advice. It is meant to assist licensed medical cannabis businesses
with understanding ownership and control requirements, and to comply with state laws and
regulations. Please consult an attorney if you have any questions regarding the legal
requirements that apply.

Statutory Limits on Ownership and Control @Q
@g the power

A person or entity may not have an ownership interest in or control of, in

to manage or operate, more than: %
® 1 medical cannabis grower license (see COMAR 10.62.08.02)

® 1 medical cannabis processor license (see COMAR 10.62. nd/or
® 4 medical cannabis dispensary licenses (see COMAR IQ. 2)

Transfer of Ownen@

OVERY

A controlling ownership interest in a medica abis license may not be transferred unless
the entity awarded the license has been%sically and actively engaged in the cultivation,

processing, or dispensing of medical ¢ alid for at least 3 years.

A transfer of any ownership interedf in*a medical cannabis license must be approved by a full
Commission vote, unless it igfagransfer of an ownership interest of less than 5 percent in a
medical cannabis license t

d by a business entity with publicly traded stock.

e Transfer of mo 5 percent of a publicly traded business entity OR transfer of any

ely held business entity:

a Request to Transfer Ownership Interest, accompanied by the most
t three tax returns filed by the prospective transferee.

vide the criminal history record information for the prospective transferee.
‘Criminal history record information” consists of the results of a fingerprint
« check through Maryland Criminal Justice Information Services (CJ1IS) and the
results of a fingerprint check through the Federal Bureau of Investigation
(FBI). More information on submitting fingerprints to CJIS and the FBI is
available on the Maryland Department of Public Safety and Correctional
Services website (linked here). Provide the required Ownership and Control

Attestation form.
m Ifthe prospective transferee is a privately held business entity, all owners

must complete a copy of the form.



https://www.dpscs.state.md.us/publicservs/bgchecks.shtml

m If the prospective transferee is a publicly held business entity, all owners
holding an ownership interest of 5% or greater must complete a copy of
the form™.

m If the prospective transferee is an entity, an authorized representative
must fill out the form on behalf of the entity.

3. Provide the required Criminal History and Financial Attestation form.

m If the prospective transferee is a privately held business entity, all
owners must complete a copy of the Attestation form.

m If the prospective transferee is a publicly held business entity all owners
holding an ownership interest of 5% or greater must com opy of

the form.
m If the prospective transferee is an entity, an authorkAre resentative

must fill out the form on behalf of the entity. @

*NOTE: The statutory prohibition against holding an ownership int@in more than 1 grower
license, 1 processor license, and/or 4 dispensary licenses in Marpplies to all entities and
persons holding any ownership interest in a publicly traded wately held licensed entity.
Any complaint or information received by the Commissi§ i%

ting an individual may have
an unauthorized interest will be investigated.

The Commission will not consider a request to tra ap ownership interest in or control of a
medical cannabis license until the prospective nsferee has rendered the fee set forth in

COMAR 10.62.35.

® Fee if the prospective transferee i ntity = $7,000%*.
i erson = $500.

® [ee if the prospective transferv
»%\
is hel

*The transfer fee is not required ransfer of an ownership interest of less than 5 percent
in a medical cannabis license

&

COMAR 10.6 )(29): “Owner” means a person or entity with an ownership interest.

d by a business entity with publicly traded stock.

Definition of “ownership”

COMA @OI(B)QO): “Ownership interest” means an equity interest in a licensed grower,
procefsdy, or dispensary, including in its shares or stock.

Restriction on transferring ownership of a medical cannabis license

Health-General Article, §13-3311.1, Annotated Code of Maryland prohibits an entity that was
awarded a medical cannabis license from transferring ownership of that license unless the
entity has been actively engaged in the cultivation, processing, or dispensing of medical
cannabis for at least 3 years. A licensee is considered to become actively engaged in the




cultivation, processing, or dispensing of medical cannabis on the date it becomes an active user
in the State’s seed-to-sale software, METRC.

“Transfer of ownership” of a medical cannabis license means the transfer of a controlling
ownership interest in the license. The Commission considers the following to constitute transfer
of ownership:

e Transfer of a 100% ownership interest of a license;

e Transfer of more than a 50% ownership interest of a license; or

e Transfer of less than a 50% ownership interest that constitutes a controlliership
interest (e.g., License X is 60% owned by Investor A and 40% owned b@ §tor B; a
proposed transfer of 20% from Investor A to Investor B would cons@ transfer of

a controlling ownership interest). %\

The Commission will evaluate any request to transfer less than a 5¢% ership interest of a
medical cannabis license to determine whether it proposes a traQ~ wnership.

Requirements to transfer an ownership intereéa medical cannabis license

** 1f the licensee is a business entity with publicly’t stock, only a proposed transfer of an
ownership interest of 5 percent or more is sub'%

e requirements described below. **

An ownership interest in a medical canndhislicense may not be assigned or transferred unless:

1. The Commission has received n of the intent of the owner of the interest, or of the
estate of the owner of theqp#erest, to transfer or assign the interest to another party
(i.e., a transfer requestform bas been submitted);

2. If applicable, the tr rgé has provided the criminal history record information and
an audited finafcifl) statement to the Commission of the transferee (this
information/do?utation should be submitted along with the request form);

3. The transf paid the required fee specified in COMAR 10.62.35; and

4. The trapsfer 8¢ assignment has been approved by a vote of the full Commission.

A transfer o ignment of ownership interest shall be approved if:

1. e Commission receives notice of the intent of the owner of the interest, or of the estate
of the owner of the interest, to transfer or assign an ownership interest in a license to
another party, in the form prescribed by the Commission;

2. The proposed transfer does not violate Health-General Article, §§13-3301—13-3316,
Annotated Code of Maryland (including limitations on the number of grower, processor
or dispensary licenses a person or entity may own or control);

3. The transferee has paid the required fee specified in COMAR 10.62.35; and

4. If applicable:

a. The criminal history record information does not violate COMAR 10.62.09.03; and

b. The payment of taxes due in any jurisdiction is not in arrears.




The Commission may deny the transfer of an ownership interest in a medical cannabis license:

1. If the transferee is convicted of or pleads nolo contendere to a crime involving moral
turpitude, whether any appeal or other proceeding is pending to have the conviction or
plea set aside;

2. 1If the transferee owes payment of taxes in arrears in any jurisdiction; or

3. For other good cause.

** See: COMAR 10.62.08.08 for requirements to transfer ownership interest in a grower license;

COMAR 10.62.19.07 for requirements to transfer ownership interest in a processor se; and
COMAR 10.62.25.08 for requirements to transfer ownership interest in a dispengér, nse. **

N

Fee to transfer an ownership interest in a medical cat@license

An ownership interest in a medical cannabis license may not be t Qed to a business entity
unless the transferee has paid a fee of $7,000 to the Commissj&n.

An ownership interest in a medical cannabis license m t be transferred to a person unless
the transferee has paid a fee of $500 to the Commiss'@

** See COMAR 10.62.35.01 for transfer of ow%%ees. wx

T of Control

OVERVIEW
A medical cannabis lic s%y not enter into a management agreement unless the
management agreeme? een approved by a vote of the full Commission.
tér 1

® A request t@ nto a management agreement must be submitted via the Request
to Trangfer trol.

® The Rewfiegt must be accompanied by:
copy of the proposed management agreement;
« he corporate structure of the proposed management company;
3. Full disclosure of any medical cannabis license issued by the MMCC that the
proposed management company or any of its corporate affiliates has any
ownership interest in or control over;

4. The Ownership and Control Attestation form;

o

The Criminal History and Financial Attestation form, and
6. The most recent three tax returns filed by the prospective management
company.




Prior to entering into a management agreement, the entity that will be transferred control over
the medical cannabis licensee’s operations (the “management company”) must:

e Provide the criminal history record information for the prospective management

company. The requisite “criminal history record information” consists of the results of

a fingerprint check through Maryland Criminal Justice Information Services (CJIS)

and the results of a fingerprint check through the Federal Bureau of Investigation

(FBI). More information on submitting fingerprints to CJIS and the FBI is available

on the Maryland Department of Public Safety and Correctional Services website (linked

here); and
e Pay a fee of $7,000 to the Commission. Q
e Commission
e

A material change to a management agreement previously approved
cannot go into effect unless the Commission has approved the materia% .

via email to reporting.mmcc(@maryland.gov. Copies of the pre approved management
agreement the proposed amendment must be attached to
request additional information relevant to its evaluation ef wligther the proposed amendment

is permissible under COMAR 10.62.

A request for approval of a material change to a management a @ﬂ: must be submitted
rEail

. The Commission may

Definition of “managemient agreement”

COMAR 10.62.01(B)(23): “Management ggreen¥tnt” means an agreement between a licensee
and a third party under which the thi %

a fee, financial interest, or a percent

receives control of the business in exchange for
he licensee’s revenue.

Obtaining the Cor@%i n’s approval of a management agreement

Prior to any managemen@ement taking effect, a licensee shall submit to the Commission
the “required notice,” includes:

1. A copyoft anagement agreement;

2. Infor detailing any compensation paid in exchange for the management services;

3. Crimj story record information and audited financial statement of the third party
g the management services; and

4. y Yother information relevant to the management agreement requested by the

Commission.

A management agreement may not take effect unless the Commission has:

1. Received the required notice of the management agreement;
2. Received the $7,000 fee required under COMAR 10.62.35; and
3. Approved the management agreement.

The Commission may deny a management agreement:



https://www.dpscs.state.md.us/publicservs/bgchecks.shtml
mailto:reporting.mmcc@maryland.gov

1. If the management agreement constitutes an invalid transfer of an interest in a license;
If the criminal history record information or the background investigation reveal the
third party providing the management services has been convicted of or pleaded nolo
contendere to a crime involving moral turpitude, whether or not any appeal or other
proceeding is pending to have the conviction or plea set aside; or

3. For other good cause.

Clarifying what constitutes a “material change” to a management agreement

A change to a management agreement is a “material change” if it alters: Q
The individual owners of the management company;
The individuals in control of the management companys;

The scope of services that the management company is authori%\erform;
Financial provisions; < ’
The term of the contract; or Q~

Provisions relating to the termination or extension of th

greement.

Obtaining the Commission’s approval of a m 1 ghange to a management

agreemer@

In the case of material change to a managem@ ement, including a change of ownership
ee shall:

or control of the management company, the I

1. Provide any relevant records, filesy6r information to the Commission; and
2. Receive Commission approya or to the material change to the management
agreement taking effect.

ied in COMAR 10.62.35 once.

If a management agreeme ers control and an ownership interest, the transferee shall
only pay the required fee

** See: COMAR 1 OE.IS for management agreement approval requirements for a licensed
grower; COMAR 10.62.19.11 for management agreement approval requirements for a licensed
AR 10.62.25.12 for management agreement approval requirements for a

pI‘OCCSSOI‘; a
licensed %ry_ o
« Fee to transfer control of a medical cannabis license

Control of a medical cannabis license may not be transferred to a management company unless
the management company has paid a fee of $7,000 to the Commission.

** See COMAR 10.62.35.01 for transfer of control fee. **




Required Organization, Ownership, and Control Disclosures

A licensee shall submit a table of organization, ownership, and control with the Commission:

1. On or before July 1 of each year; and
2. Upon request by the Commission.

The table of organization, ownership, and control shall identify the management structure,
ownership, and control of the licensee, including the:

1. Name of each owner, principal officer, and any other person or entity wit @hority
to control the licensee; %

2. The office or position held, if any; and A

3. The percentage of ownership interest, if any. @

If'the licensee is a business entity with publicly traded stock, the ident@on of ownership shall

include: Q~
1.

The name and percentage of ownership interest of eac%on or entity with ownership
ity$to

of more than 5 percent of the voting shares of the ehgit the extent such information
is known or contained in 13D or 13G Securiti&a xchange Commission filings; and

2. To the extent known, the names and perce interest of ownership of persons who
are relatives of one another and who to eryexercise control over or own more than
10 percent of the voting shares of the @

A licensee that is owned or controlled in%le or in part, by another entity shall disclose to

the Commission:

1. The relationship between th€ licensee and the parent or affiliate; and
2. Each owner, board m r, officer, and any other person with control or management

authority over tho@ Wies owning or controlling the license.

** See: COMAR 10,62.08"
grower; COMAR 1 .19.10 for ownership and control disclosure requirements for a licensed

processor; and%/l R 10.62.25.11 for ownership and control disclosure requirements for a
s

licensed dl@ R

for ownership and control disclosure requirements for a licensed
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