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Questions?
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Use Zoom’s chat feature to 
send the panelists 

questions throughout the 
webinar. We will be 

answering them at the end.
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Cannabis Industry Update
Moving Out of Disruption and Planning 

for the New Normal
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Today’s Presenters…
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Rick Frimmer Mike Goral Ken Teasdale
Counsel, Schiff Hardin LLP Armanino LLP Armanino LLP
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Today’s Presenters…
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Jason Wild Wilson Kello Michael Schwamm
JW Asset Management, LLC Collective Growth Corp. Duane Morris LLP
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Jason Wild
President and Chief Investment Officer 

JW Asset Management, LLC 
Cannabis Industry Update: M&A and Current Business Developments
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Michael Schwamm 
Partner

Duane Morris LLP 
Cannabis Industry Update: Legal developments affecting the space
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Emerging Trends in the Cannabis Industry

Legal/Regulatory 
Developments
o STATES Act
o SAFE Banking Act
o Federal vs. State Court issues
o Investor Identity Disclosure 

Issues / Reputational Risk

Impact of COVID on the 
Industry
o Change in product mix
o Shift from in-store to on-line and 

delivery

Access to Capital
o Cannabis Funds 
o Family Offices
o Private Credit Markets / Secured 

Lending
o SPACs
o Distressed Investing

M&A Activity
o Distressed M&A Activity

CBD and Hemp
o Other cannabinoids
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Wilson Kello
Chief Marketing Officer

Collective Growth Corp.
Cannabis Industry Update: Market development for hemp
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Ken Teasdale
Partner, Audit

Armanino
Cannabis Industry Update: Audit Challenges
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Audit Readiness

Is your company even 
ready to be audited?

Are your books and 
records accurate and 

supportable?

If you have inventory, 
have you performed 

your own full 
inventory counts?

Are your costing 
methods for inventory 

reasonable and 
supportable?

Do you have signed 
agreements that 

support your equity 
structure?

Do you have the 
staffing resources to 
get the books and 

records into shape?
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Remote Work

Virtual inventory 
observations and 

cash counts

Support needs to 
be provided in 

electronic format, 
which could mean a 

lot of scanning

Utilizing Zoom 
meetings with 

sharing screens for 
walking through 
questions and IC 

walkthroughs
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First Year Audit?
You Need to Perform 
Procedures on Beginning 
Balances

If you’re a 12/31/19 year end, 
procedures need to be 
performed on 12/31/18 
balance sheet also

This means inventory 
observations now!  Rollback 
to both the year end date, and 
the prior year end date has to 
be performed

No P&L work needed
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 Most audits standard AICPA audits
 Consolidations going on now based on 

the industry fragmentation
 Need an audit because you’re being 

acquired by a Canadian exchange or 
US OTC company, you most likely only 
need a standard AICPA audit
• Unless your assets are considered 

substantial to the acquiring company or will 
be used in a registration statement

 If you are reverse merging into a public 
shell (Canadian exchange or a US 
OTC company), you must be audited 
by a firm registered with the PCAOB

15

Standard audit or PCAOB audit?
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 Canadian Exchange reporting 
entities have to use International 
Financial Reporting Standards 
(“IFRS”) 

- Global standards
- Principles based
- Fair value revaluation
- Capitalization of intangibles 

 US based companies would use 
Generally Accepted Accounting 
Principles in the United States of 
America

- United States only standards
- Rules based
- Primarily historical cost
- Development costs are expensed

16
Which set of standards? US GAAP or IFRS?
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There is a new 
standard out (ASC 
606) that changes 

how revenue is 
recognized by many 

companies if they 
have contracts with 

customers. 

Doesn’t generally 
change for straight 

forward sales of goods

If there are multiple 
aspects to 

performance within a 
contract, revenue 

might be recognized 
differently over the life 

of that contract

Be on the lookout for 
contracts you have 
with your customers 
and go through the 
steps in ASC 606 to 
determine of you’re 
accounting for that 
revenue correctly

Due to COVID-19, the 
FASB pushed off the 

required 
implementation date 

for private companies 
from reporting periods 

beginning after 
12/15/18 (2019 if you 
are a calendar year 

end) to reporting 
periods beginning 
after 12/15/19 (or 
2020 if you are a 

calendar year end).

Revenue Recognition
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Mike Goral
Partner, Cannabis Tax

Armanino
Cannabis Industry Update: Developments in tax
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Federal Tax Benefits Available to Cannabis and Hemp Companies

Aid Package/Tax Benefit Cannabis Hemp
Paycheck Protection Program (PPP) Loan: Eligible companies can apply to borrow up 
to 2.5 times 
their average eligible monthly payroll costs, up to $10 million, and interest rates on the 
loans will 
not exceed 1%.

NOL’s: Net Operating Loss (NOLs) can be carried back to allow losses from 2018, 2019 
and 2020. In addition, these losses can be carried back for up to five years.

Family First Program: The Families First Coronavirus Response Act (FFCRA) 
temporarily extends and enhances policies relating to family and medical leave for 
employers with fewer than 500 employees.

Employee Retention Credit: A reimbursement of wages if you meet certain 
requirements to keep your employees during the qualification period.

Deferral of Social Security Payments: Ability to defer the 6.2% employer portion of 
Social Security tax for the period starting March 28 through December 31, 2020. This 
deferred tax amount will then be paid back over 2021 and 2022.

Qualified Improvement Property (QIP): QIP has been restored to 15-year life. Allowing 
for 15-year bonus depreciation to be taken.

Deductibility of Interest Expense: For 2020, all businesses may utilize the 50% of ATI 
limit and 
may elect to use 2019 or 2020 ATI for this calculation.

Corporate Minimum Tax Credit (MTC) is Accelerated: The CARES Act allows 
corporations to claim 100% of AMT credits in 2019. It also provides for an election to 
take the entire refundable credit amount in 2018.

IRC Section 471(c) and 280E implications: The Tax Cuts and Jobs Act added this little 
noticed code provision for all companies that have gross sales of les than $25M.
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Questions or want more information?
Experts@Armaninollp.com
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 Join us for More Sessions in the Optimization Stage
 July 21st – 27th

 Live and On-Demand
 To learn more and register go to armaninollp.com

21
Optimization Sessions
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