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Big Business
§ Huge and Rapidly Growing Cannabis Industry

– 2019 à $13.2 Billion in “legal” 
§ $5.9 Billion Medical
§ $7.4 Billion Recreational

– 2020 à $20.1 Billion in “legal” 
§ $8.6 Billion Medical
§ $11.6 Billion Recreational

– Projected to double by 2025 – only accounting for current “legal” states
§ $16.3 Billion Medical
§ $25.1 Billion Recreational

– CAGR through 2025 is 21%

§ 18.7% Medical
§ 22.7% Recreational

Source: New Frontier Data, Cannabis In America For 2021 & Beyond:  
A New Normal in Consumption & Demand (available at 
https://newfrontierdata.com/product/cannabis-in-america-for-2021-and-beyond/

https://newfrontierdata.com/product/cannabis-in-america-for-2021-and-beyond/
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Big Business
§ “Plant Touching” Businesses

– Growing, processing, distributing, retail sales

– Flower, edibles, vape cartridges, cosmetics, oils, tinctures….

§ Ancillary Businesses (“selling the pick ax”) 
– Growing, smoking, vaping, trimming, extraction technologies

– Smell-proof and child-proof containers

– Growing equipment and supplies

– Chemical and laboratory sales: terpenes, suspension fluids

– Accounting, banking, legal, regulatory & licensing, security, software & 
data analytics
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Cannabis 101
§ Cannabis Sativa

– Two main cannabinoids:
§ THC (delta-9-tetrahydrocannabinol)
§ CBD (cannabidiol)
§ 142+ others isolated to date

– Hemp 
§ Negligible THC (< 0.3 %)
§ Industrial uses (from fibrous stalks)

– textiles, food, paper, biofuel, etc.
§ Medical uses (CBD extraction)

– Marijuana 
§ THC and CBD
§ medical & recreational uses
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Federal Law
§ Controlled Substances Act

– Marijuana is a Schedule I Drug
§ No medical value & high potential for abuse
§ Excises only fibrous stalk from “Marihuana” – 21 USC 801 (16)

§ Prohibition still on the books – with SEVERE felony penalties
– Less than 50 plants or 50 kg: up to five years of incarceration and a $250,000 fine

– 50-99 plants or kilograms: up to 20 years of incarceration and a $1,000,000 fine,

– 100-999 plants or kilograms: 5-40 years of incarceration and up to a $5,000,000 fine, 
– 1,000 or more plants or kilograms: between 10 years to life and up to a $10,000,000 

fine.

§ Rohrabacher-Farr Budget Rider (§542) bars Federal expenditures on 
Prosecutions and Appeals if State Medical Marijuana Law Strictly 
Followed 

– United States v. McIntosh, 833 F.3d 1163 (9th Cir. 2016)

– United States v. Klienman, No. 14-50585 (9th Cir., Jan. 22, 2018)
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Federal Law
§ 2018 Farm Bill

– Permitted growing of hemp under some circumstances
– Legalized CBD extracted from hemp (which is indistinguishable)

§ Banking Issues
– 2013 “Cole Memo” memorialized DOJ tolerance of cannabis industry in 

states with robust regulatory schemes
§ Extended to financial institutions in 2014 

– Former Attorney General Jeff Sessions rescinded Cole Memo in January 
2018, but FinCEN 2014 guidance remained

– Cannabis Banking in Limbo

§ Tax Issues
– 26 USC 280E 

§ FDA Issues
– CBD Regulations are lacking
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Legalization on the Horizon?
§ Federal

– “‘There’s no stopping the industry now’: Democratic control is a big win 
for marijuana” (Politico, Jan. 31, 2021)

– Reforms passed House in 2020:

§ Secure and Fair Enforcement (SAFE) Banking Act  

§ Marijuana Opportunity, Reinvestment and Expungement (MORE) Act 

– De-scheduling

– Expungement of prior convictions
– New Majority Leader Chuck Schumer promised to prioritize advancing 

cannabis reform if Democrats retook Senate

– De-scheduling
– Expungement of prior convictions
– Tax revenue invested in communities impacted by drug war

Source: https://www.politico.com/news/2021/01/31/marijuana-policy-democrats-senate-463816     
https://www.marijuanamoment.net/house-approves-federal-marijuana-legalization-bill-in-historic-vote/

https://www.marijuanamoment.net/chuck-schumer-says-marijuana-legalization-will-be-prioritized-if-democrats-retake-senate/
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State Law

Source: http://www.ncsl.org/research/health/state-medical-marijuana-laws.aspx
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Current Virginia Law
§ Medical Use

– Cannabis extracts only; no flower

§ Sales began October 2020

§ “Legalized” in 2017, but ineffective

– Registration through Virginia Board of Pharmacy (BOP) required

– Certification from physician, physician assistant, or nurse practitioner 
registered with BOP 

§ Decriminalization 
– Possession of one ounce or less is a $500 fine 

§ (Effective July 1, 2020)

– Law enforcement cannot use cannabis odor as pretext for search or 
seizure of property

§ (Effective March 1, 2021)
Source: https://www.mpp.org/states/virginia/

https://www.mpp.org/states/virginia/virginias-medical-cannabis-law/
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Legalization on the Horizon!
§ Virginia 

– Gov. Northam’s Amendment approved by Legislature April 6, 2021

– Legalization starting July 1, 2021
§ Possession (< 1 ounce)
§ Non-public consumption 
§ Home cultivation (up to 4 plants)
§ Automatic expungement of prior cannabis convictions
§ Potential 1 year jail term for any importation into VA

Source: https://www.mpp.org/states/virginia/hb-2312/sb-1406-virginia-cannabis-regulation-bill-
summary/
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Legalization on the Horizon!
– Adult recreational retail sales to start 2024

§ Regulatory framework not established yet.
§ Localities can opt out of retail stores
§ Taxes: 

– 21% state tax (on top of standard 6% sales tax)

– up to 3% local

§ Revenue ear-marked: 
– pre-K education for at-risk children (40%)

– Cannabis Equity Reinvestment Fund (30%)
» Education, job, legal defense, and loans for social equity

– substance abuse treatment and prevention (25%)

– public health programs (5%)
Source: https://www.mpp.org/states/virginia/hb-2312/sb-1406-virginia-cannabis-regulation-bill-
summary/
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Ethical Rules
§ Virginia - Rule of Professional Conduct 1.2(c) 

– “A lawyer shall not counsel a client to engage, or assist a client, in 
conduct that the lawyer knows is criminal or fraudulent, but a 
lawyer may discuss the legal consequences of any proposed course of 
conduct with a client and may counsel or assist a client to make a good 
faith effort to determine the validity, scope, meaning, or application of 
the law.” 

§ Substantially identical to:
§ ABA Model Rule 1.2(d) 

§ USPTO - Patent Rule 11.102 (d)

§ Most states
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Ethical Rules: Other States
§ Maryland (Ethics Dkt. No. 2016-10): 

– “Summary: Maryland attorneys are not prohibited under the Maryland 
Rules of Professional Conduct from advising clients as to medical 
marijuana business related activities in Maryland, or providing legal 
services such as contracting or negotiating to advance such projects; 
and Maryland attorneys are not prohibited by the Rules of Professional 
Conduct from owning a business interest in such a venture….” but read 
the fine print

§ Pennsylvania Rule 1.2(e)
– “A lawyer may counsel or assist a client regarding conduct expressly 

permitted by Pennsylvania law, provided that the lawyer counsels the 
client about the legal consequences, under other applicable law, of the 
client’s proposed course of conduct.”
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Ethical Rules: Other States
§ New Jersey (Rule 1.2(d) ¶ 2):

– “A lawyer may counsel a client regarding New Jersey’s medical 
marijuana laws and assist the client to engage in conduct that the lawyer 
reasonably believes is authorized by those laws. The lawyer shall also 
advise the client regarding related federal law and policy.”

§ Colorado (Rule 1.2 note 14) 
– “A lawyer may counsel a client regarding the validity, scope, and 

meaning of Colorado constitution article XVIll, secs. 14 & 16, and may 
assist a client in conduct that the lawyer reasonably believes is permitted 
by these constitutional provisions and the statutes, regulations, orders, 
and other state or local provisions implementing them. ln these 
circumstances, the lawyer shall also advise the client regarding related 
federal law and policy.”

Source:  https://www.cobar.org/Portals/COBAR/Repository/Sections/business/Marijuana-
Advising-the-Cannabis-Client_March2020.pdf
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Ethical Rules: Other States

§ Other “legal” states with a rule or ethics opinion include:
– Alaska, Arizona, California, Colorado, Connecticut, Hawaii, Illinois, 

Maine, Maryland, Minnesota, Missouri, Nevada, New Jersey, New 
Hampshire, New Mexico, North Dakota, Ohio, Oregon, Pennsylvania, 
Rhode Island, Texas, Washington, and West Virginia (as of Feb. 10, 2020)

Source:     https://www.cobar.org/Portals/COBAR/Repository/Sections/business/Marijuana-Advising-
the-Cannabis-Client_March2020.pdf



16

Ethical Rules: Privilege Implications?

§ Federal Rule of Evidence 501
The common law — as interpreted by United States courts in the light of 
reason and experience — governs a claim of privilege unless any of the 
following provides otherwise:

§ the United States Constitution;
§ a federal statute; or
§ rules prescribed by the Supreme Court.

But in a civil case, state law governs privilege regarding a claim or 
defense for which state law supplies the rule of decision.
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Plant Patents
(12) United States Plant Patent 

Kubby 

USOOPP27475P2 

US PP27,475 P2 
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(10) Patent No.: 
(45) Date of Patent: 
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Cannabis sativa ssp. indica (Lam.) 

Varietal Denomination: Ecuadorian Sativa 
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USPC ....................................................... Pt/263.1 
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USPC ........................................................ PtF263.1 
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(56) References Cited 

PUBLICATIONS 

Forapani et al. Comparison of Hemp Varieties Using Random 
Amplified Polymorphic DNA Markers. CropScience 41: 1682-1689 
(2001).* 

1. 
The Cannabis plant named Ecuadorian Sativa having a 

laboratory name of CTS-A a variety of a cross between 
Cannabis sativa: ssp. Sativa and Cannabis sativa ssp. 
Indica (Lam.). 

BACKGROUND OF THE INVENTION 

This invention relates to a novel hybrid of a cross between 
individuals thought to be of the two subspecies of Cannabis 
sativa L., Cannabis sativa: ssp. sativa and Cannabis 
sativa ssp. Indica . 

HISTORICAL NOTE 

Human cultivation history of Cannabis dates back 8000 
years. Schultes, R.E. 1970. Random thoughts and queries on 
the botany of Cannabis. Pages 11-38 in: CRB Joyce, and SH 
Curry eds., THE BOTANY AND CHEMISTRY OF CANNA 
BIS. J. & A. Churchill. London, England. Hemp cloth 
recovered in Europe dates back 6000 years. (Small, E, 
Beckstead, HD, and Chan, A, 29(3) ECONOMICBOTANY 
29(3): 219-232 (1975). The written record of the pharma 
cologic properties of Cannabis goes back more than 4000 
years. Ti, H. 2737 BC. NEI JING SU WEN HUANG TI 
(Yellow Emperor's Classic on Internal Medicine; referred to 
without citation in Small et al. 1975 Supra). 

The taxonomy and nomenclature of the highly variable 
genus Cannabis (Emboden, W A, 29(3) ECONOMIC 
BOTANY 304-310 (1974)): (Small, E and Cronquist, A, 
25(4) TAXON 405-435 (1976)); Small E and Cronquist, A 

10 

15 

25 

Recommended Methods for the Identification and Analysis of 
Cannabis and Cannabis Products.http://www.unodc.org/docu 
ments/scientific/ST-NAR-40-Ebook.pdf 2009.* 

* cited by examiner 

Primary Examiner — Annette Para 
(74) Attorney, Agent, or Firm — Jacobson Holman, 
PLLC. 

(57) ABSTRACT 

Unique herbaceous annual Cannabis sativa female plants, 
having numerous glandular flowers in a congested and 
elongated inflorescence, hollow stems a characteristic of the 
fiber-producing strains of Cannabis sativa ssp. sativa but 
absent in Strains of Cannabis sativa ssp. indica. The plants 
are intoxicating, characteristic of Cannabis sativa, ssp. 
indica, but absent in Subspecies sativa. The new strain has 
energizing and motivating psychoactive effects as opposed 
to the lethargy normally associated with ssp. indica and 
show hypotensive effects. Morphologically, the plants have 
a few branched hairs on the stem that are not characteristic 
of the species, but are ordinary in most other respects. 

3 Drawing Sheets 

2 
26(1)TAXON 110 (1977)); (Hillig, KW and Mahlberg, PG, 
91(6) American Journal of Botany 966-975 (2004)), remains 
in question. This is in spite of the fact that its formal 
Scientific name, Cannabis sativa L., assigned by Carolus 
Linneaus (Linnaeus, C, 2 SPECIES PLANTARUM 1027 
(1753), Salvius, Stockholm. Facsimile edition, 1957-1959. 
Ray Society, London, U.K.), is one of the oldest established 
names in botanical history and is still accepted to this day. 
Another species in the genus, Cannabis indica Lam. was 
formally named somewhat later (de Lamarck, J B, 1(2) 
ENCYCLOPEDIE METHODIQUE DE BOTANIQUE, 
694-5. (1785)), but is still very old in botanical history. 

Three other species names were proposed in the 1800s to 
distinguish plants with presumably different characteristics 
(C. macrosperma Stokes, C. chinensis Delile, C gigantean 
Vilmorin), none of which are accepted today, although the 
epithet “indica' lives on as a subspecies of C. sativa (C. 
sativa ssp. indica Lam... Small and Cronquist 1976 Supra). 

In the 20th century, two new names were added to the 
liturgy of proposed Cannabis species: C. ruderalis Janis 
chevsky and a hybrid, xC. intersita Sojak. Small, E. Jui, P 
Y, and Lefkovitch, LP 1(1) SYSTEMATIC BOTANY 1(1): 
67-84 (1976); Small and Cronquist 1976, Supra. Further, 
numerous names have been proposed for horticultural vari 
ants of Cannabis but as of 1976, “very few of these have 
been validly published as formal taxa under the International 
Code of Botanical Nomenclature.” Small and Cronquist 
1976 Supra. Moreover, other recent work continues to focus 
on higher-order evolutionary relationships of the genus. 
Cannabis has been variously ascribed as belonging to the 
mulberry family (Moraceae) (Engler, H G A, Ulmaceae, 

§ MPEP 2403.02: 
“[A] deposit is not 
necessary for the grant of 
a plant patent under the 
provisions of 35 U.S.C. 
161-164.”
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Patents: Prosecution
§ Is prosecuting a cannabis patent assisting a client in 

conduct that the lawyer knows is criminal?
§ Fundamentally a right to exclude.
§ The USPTO has duly issued such patents.

§ The US government holds cannabis patent rights. 

§ Plant material deposits are a bad idea!

§ Ancillary cannabis product patents?

§ Inform your clients about Federal law.

§ Prior Art Issues
– Known public sales and use—even if illegal 

– Impress upon your clients the duty of disclosure!

§ Medical Marijuana became legal in California in 1996
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Patents: Enforcement
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Patents: Enforcement
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Patents: Enforcement
§ Filed Dec 12, 2020

§ same day that the recently 
acquired patent issued

§ Accused Product is GW’s 
flagship product, Epidiolex®

§ CBD-based

§ FDA approved 

§ GW Pharmaceuticals PLC

§ NASDAQ: GWPH

§ ~ $7 Billion market cap

§ Canopy Growth Corp

§ NASDAQ: CGC

§ ~ $10.5 Billion market cap
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Patents: Enforcement
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Patents: Enforcement
§ Patent quality

– Validity & Inequitable Conduct Due Diligence

§ Did the USPTO have access to relevant prior art?

– Have NPEs found a new industry?

§ Discovery
– 5th Amendment-based defenses

§ Entitlement to adverse inferences in Civil litigations?

– Hearsay Exception: Statements Against Interest? 

§ FRE 804(b)(3)

§ Damages Considerations
– Claiming illegal lost profits?

– Claiming a reasonable royalty on illegal sales? 
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Trademarks: Federal Registration
§ Legal Use in Commerce

– Plant-touching commerce?

§ Controlled Substances Act (CSA) compliance.

– As modified by the farm bill

§ Food Drug and Cosmetics Act (FDCA) compliance.

§ Legal products with a high likelihood of confusion.  

§ Fair descriptions of scope to USPTO?

– Ancillary commerce

§ Legal products that support the cannabis industry

§ Substance agnostic devices (vaporizers)

§ Clothing and other legal brand-building items 

§ Safely outside of Virginia R.P.C. 1.2(c)?
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Trademarks: Federal Registration
§ Intent to Use Applications (plant-touching)

– Lawful cannabis-based products & services

§ Question is not whether goods and services are legal, but whether 
they exist (yet).

– Can intent to legally sell currently illegal products in the future be bona 
fide? 

§ In re JJ206, LLC, dba JuJu Joints, TTAB (Oct. 27, 2016)

§ Question will survive legalization.

§ In Re Joy Tea, Inc. (Ser. No 88640009) (Appeal Pending)

§ Safely outside of Virginia R.P.C. 1.2(c)?
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Trademarks: Litigation
§ Kiva Health Brands LLC v. Kiva Brands Inc.,

§ 439 F. Supp. 3d 1185 (N.D. Cal. 2020)

– Defendant KBI, leading provider of cannabis-infused edibles based in CA  (over 
1.7 MM units sold in 2018 in CA)

§ Predecessor company sold KIVA cannabis chocolates as early as 2010.

– Plaintiff KHB, seller of legal health food products

§ Legal commercial use and first TM application filed in 2013

§ Federal TM Registration Acquired in 2014

– Summary Judgment in favor of KHB regarding prior use defense:

§ Federally illegal sales cannot support a prior use defense.

§ Lanham Act held to preempt KBI’s California common law rights.

– Litigation continues on laches, acquiescence, wavier, and estoppel defenses. 
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Disclaimer
These materials are public information and have been prepared solely for 
educational and entertainment purposes to contribute to the understanding 
of U.S. intellectual property law. These materials reflect only the personal 
views of the authors and are not a source of legal advice. It is understood 
that each case is fact specific, and that the appropriate solution in any case 
will vary. Therefore, these materials may or may not be relevant to any 
particular situation. Thus, the authors, Sandell Legal Enterprises, P.C., and 
Mei & Mark LLP cannot be bound either philosophically or as 
representatives of their various present and future clients to the comments 
expressed in these materials. The presentation of these materials does not 
establish any form of attorney-client relationship. While every attempt was 
made to ensure that these materials are accurate, errors or omissions may 
be contained therein, for which any liability is disclaimed.


