


SUMMARY

Despite the recent legalization of cannabis in many 

states, continued federal and financial regulations force 

cannabis business owners into a cash-based business 

model that significantly limits their ability to secure or 

grow their profits or establish sound retirement plans. 

These challenges can be offset and overcome, however, by 

leveraging current and innovative financial tools.



Cannabis Business Owners Need a Real Solution

The current situation for cannabis owners is an obstruction to the freedoms this country 
was founded on, and it punishes hardworking people who are operating 100% within state 
laws. Cannabis is now legal in some form (medicinal, recreational, etc.) in thirty-three 
states and the District of Columbia, and cannabis-based businesses are growing at rates of 
30% to 40% a year across multiple marketplaces. Yet, cannabis business owners are being 
unfairly denied the banking, investment, and tax advantages to which they should be entitled 
as legitimate business owners.

At Cannabis Financial Solutions, we know that cannabis business owners want to be both 
established and confident in their financial security, and to have the right to participate in 
the asset growth and tax benefits that other business owners enjoy. In order to do that, 
they need a solid retirement plan and insurance solution to eliminate the worry of financial 
stability and allow them to participate fully in the American economy by offering benefits 
to their families and employees.



Cannabis Business Owners Face Unique and  
Unfair Challenges When It Comes to Dealing  
With their Money

Most financial institutions refuse to work with people who earn a substantial part of their 
income from cannabis-based ventures, so cannabis business owners have very limited 
options for securing or growing their profits. Because of cannabis’ status as a Schedule 1 
controlled substance, banks that accept cash deposits from cannabis businesses risk being 
implicated in money laundering. Money resulting from illegal transactions can’t be insured 
by the FDIC. Although we are talking about legal businesses operating fully within the 
law, many banks find it too risky to do business with those in the legal cannabis industry. 
Neither do cannabis business owners have the option of investing their business profits 
(profit-sharing plan, 410K, IRA) into financial institutions, due to financial regulations and 
outdated methodologies across the industry.

Cannabis business owners also face an unfair tax burden as a result of Internal Revenue 
Code (IRC) 280E. Rather than being able to deduct legitimate business expenses (i.e., 
employee salaries, utility costs, marketing/advertising costs, repairs and maintenance, 
rental costs, payments to contractors, health insurance premiums, etc.), IRC 280E states 
that any business engaging in the trafficking of a Schedule I or II controlled substance 
(cannabis is a Schedule I controlled substance) is prohibited from taking tax deductions or 
credits. Cost of goods sold is currently the only legitimate income adjustment (deduction) 
available to cannabis business owners, and this is not actually a deduction; it’s an 
adjustment to income to account for inventory on hand that hasn’t been sold yet.



Two Steps Forward, One Step Back

This unreasonable interpretation of a tax law meant to keep criminals from profiting 
from illegal drug trade is crippling legitimate business owners, and there is no reprieve in 
sight. The Cole Memorandum, which deprioritized the federal enforcement of cannabis 
prohibition beginning in 2013, was rescinded at the beginning of 2018. The U.S. Tax Court’s  
opinion in the recent case Patients Mutual Assistance Collective Corporation d.b.a. Harborside  
Health Center v. Commissioner, 151 T.C. No. 11, published on November 29, 2018, ordered 
that Harborside, which operates legally under California law as a medical marijuana 
dispensary, was required to pay back millions of dollars in “illegal” tax deductions they 
claimed for their legal and legitimate business over a 5-year period. 

The consequences of this disconnect between the legalization of cannabis at the state level 
and federal laws (including the present U.S. tax code) means that a professional cannabis 
business owner who is properly legally licensed and regulated in the United States is 
paying nearly double the taxes of a regular small business. Further, he or she is unable to 
secure, protect, or invest what percentage of their profits that the IRS allows them to keep.
No one in the financial industry has the ability to change the U.S. tax code, so there is 
nothing we or anyone else can do today to alleviate the tax burden that cannabis owners 
face; however, there is a real, viable option available to these entrepreneurs today that will 
allow them to protect and grow their remaining assets, as well as to create an exit strategy 
that will allow them to retire in financial security. Before revealing that option, though, the 
following sections explain in detail the standard “solutions” currently offered to cannabis 
business owners, and why none of these “solutions” are the answer to the problem.



Commonly Proposed “Solutions”  
to the Problem Don’t Work

Cannabis business owners simply want the right to operate like any other business, and 
they need normal financial solutions to solve their problems and allow them to invest their 
profits. Unfortunately, the solutions commonly proposed to these entrepreneurs are not 
solutions at all; if anything, they only introduce a new layers of problems.

INADEQUATE SOLUTION #1: KEEPING MONEY IN A SAFE

While there is some banking for the cannabis industry—roughly 650 state-chartered banks 
and credit unions according to the most recent Financial Crimes Enforcement Network 
(FinCEN) report—there isn’t nearly sufficient capacity, so most business owners are still 
dealing with large quantities of cash.  Therefore, most cannabis businesses have one or 
more safes on site at their business location. Of course this incurs significant inherent risks  
to the business.

First, money stored in a safe, rather than in an investment account, is not only not growing, 
it is continually losing value due to inflation. Second, money kept in a safe is not creditor-
protected. If it is stolen, or if the cannabis business owner is sued, he is not protected 
from loss in any way. Finally, keeping all of his money in a safe, without access to ordinary 
long-term financial vehicles, means that the cannabis business owner has no way to 
incentivize key employees to make long-term commitments to their business through the 
use of compensation packages. Their only option is to provide cash bonuses, but these are 
quickly spent and do not offer the employee a sense that their future long-term well-being  
is attached to the company (i.e., 401K matching, etc.).

As a National Cannabis Industry Association (NCIA) banking 
and financial services committee member, one of our primary 
objectives is to improve banking resources to these legitimate 
business owners.

– MICHAEL SEABOLT, TAX-MITIGATION EXPERT & NCIA FINANCE COMMITTEE MEMBER



INADEQUATE SOLUTION #2: OPENING ADDITIONAL DISPENSARIES

Unwilling to keep cash on hand and idle, and deprived of any other investment 
opportunities, many cannabis business owners use their money to open a second, third,  
or even fourth dispensary. 

While this “solution” has the advantage of putting their money to work increasing their 
revenue, it does nothing to alleviate the loss of value through inflation, the lack of legal 
protection, or the employee incentive problem. And as far as the tax problem goes, it is 
really only compounding that problem, since there is no tax deduction for operating these 
facilities. In short, an additional store location does nothing to diversify the business owner’s 
risk; rather, it magnifies it.

INADEQUATE SOLUTION #3: CREDIT UNIONS

Some propose the use of private credit unions as an alternative to federal banks. Although 
there are some smaller credit unions who are willing to accept cannabis business owners as 
customers, they come at a very steep price—with fees totaling as much as $8,000 a month. 
Since the revocation of the Cole Memo, however, the IRS is increasingly applying pressure 
to discourage any bank, even credit unions, from opening accounts to anyone in the legal 
cannabis industry.

The industry is consolidating, and early adaptors are seeking 
an exit.  Unfortunately, that exit doesn’t exist due to the current 
regulatory regime.

– MICHAEL SEABOLT, TAX-MITIGATION EXPERT & NCIA FINANCE COMMITTEE MEMBER



CannaBiz Distributor & DefenderTM:  
The CBD2 for Your Money

At U.S. Vet Wealth, we support U.S. veterans operating legal cannabis-based businesses 
with our CannaBiz Distributor & DefenderTM: The CBD2 for Your Money (CBD2). Our mission 
with this vehicle is to ensure that cannabis business owners have the most tax efficient 
plans available so that they can increase their resources. While we cannot remove Section 
280e from the tax code, we can ensure that no income generated from the manufacture 
and distribution of cannabis gets taxed ever again. Additionally, anyone entering the 
cannabis field will have to leave it eventually. We can guarantee that on that day, you will 
have a large, safe, tax-free cannabis exit strategy in place.

CBD2 is a strategy for safely and tax-efficiently diversifying your money and building a legacy  
by successfully banking liquid dollars, creating a low-cost private investment, investing a 
small percentage of profits, and securing a tax-free pension. The CBD2 plan offers:

•   Death Benefit — financial protection for the family of the business owner

•   Asset Protection — the cash value inside the plan provides creditor protection 

•   Long Term Care Protection — the death benefit can be accelerated (accessed) to cover 
care needs in the future

•   Tax-free Access to Liquidity — up to 90% of the cash value of the plan can be accessed

•   Tax-free Retirement — a lifetime retirement income, tax-free and non-reportable

•   Protection from stock market crash  

•   Protection from inflation

•   Ability to leave an enhanced legacy for loved ones

What most people don’t realize is that modern investment-grade 
insurance products are state-regulated. Therefore, companies can 
choose to underwrite the risk of cannabis-derived income if they 
choose. Behind our cause for Veterans in Cannabis, we found 
several early adopters who will provide this service and help the 
business owners significantly mitigate their taxes and implement 
creditor protection around their assets. And...get access to 
market growth without risk.

– SCOTT R. TUCKER, FOUNDER US VETWEALTH



Solving Asset Protection and Growth Problems  
for Cannabis Business Owners
CBD2 ALLOWS CANNABIS BUSINESS OWNERS TO BANK AND INVEST PROFITS

Many financial institutions refuse to work with cannabis business owners due to financial 
regulations and outdated methodologies that are forcing cash-based models across 
the industry. But Veteran and military spouse cannabis business owners want to be able 
to invest their profits and get the same modest growth and tax benefits that any other 
entrepreneur and small business owner gets. 

CBD2 provides a trusted resource to  
guide you through:

•   Successfully “banking” your liquid dollars  
once and for all;

•   Creating a simplified, low-cost, private,  
investment-grade insurance account;

•   Investing 10 to 20% of your profits  
(just like you would invest 10 to 20% of  
your salary in a 401k); and

•   Exiting your business with a  
secure and tax-free pension that is  
compounding profits.
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CBD2 Allows Cannabis Business Owners  
to Set Up A Retirement Program

Being a cash-based business causes an inability to participate in personal retirement 
and family insurance planning. Our solid retirement plan and insurance solution provides 
cannabis business owners with financial security and limited investment options. The 
benefits of a cannabis business owner’ ‘private pension’ through CBD2 include:

•   Creating a legal, non-reportable tax-free income source for the business owner

•   Guaranteeing against market losses annually

•   Potential for double-digit % gains that “lock-in” every year

•   A long-term fee structure that is less than a traditionally-managed investment account

•   Potential asset protection from creditors

•   Additional tax-free living benefits similar to Long Term Care Plans

MINIMUM

$ MONTHLY 
OR LUMP SUM

OPPORTUNITIES

   Liquidity

   Private Pension

   Tax Free Income

   Growth Potential 

   Zero Cost Loans 

   Low Costs

   Protected Growth

   Business Succession

   Key Person Protection

FEES

FUNDING THE OPPORTUNITY
Once qualified, you invest into 
the account at an amount of 
your choosing without limits.

GROWING THE OPPORTUNITY
After fees and cost, the majority 
of the amount will grow without 
risk of loss.

USING THE OPPORTUNITY
Use the money anytime for 
any reason tax free while still 
participating in market growth.

CFS ACCOUNT

IRS MAX ALLOWED TAX-FREE LIMIT

Here’s how we do it...



CBD2 Allows Cannabis Business Owners to  
Set Up Employee Benefit Programs

Many cannabis business owners struggle to find and keep good employees. Bonuses are 
fine, but they are quickly forgotten. 

The CBD2 plan allows cannabis business owners the ability to set up employee benefit 
plans. Money that might have previously been given as a taxable bonus can instead be 
paid into a 10-year vesting vehicle for the employee around the cash value. During that 
ten year period, if the employee dies, the family receives a death benefit. At the end of 
the ten (or more) years, the same policy becomes a source of additional (or retirement) 
income for the employee.

The CBD2 Concept At Work

Jim is a cannabis business owner with five dispensaries and a cultivation facility in Colorado 
and Oklahoma. He’s been in business for about seven years. He’s looking for a way to invest 
the profits of his business effectively that will help him to mitigate his financial risks. He’s 
47, and he wants to work for another 7 to 10 years and then retire. 

Jim’s revenues are up to 4 million a year between all of his locations. He’s comfortable 
investing 10% of his income, so we designed an Indexed Universal Life (IUL) policy into 
which Jim would invest $30,000 a month, that’s $360,000 a year, for seven years. At the 
end of the seven years, the policy will be fully funded. Because Jim is married with children, 
he also wants to ensure that his family is protected in the event anything happens to him. 
The policy includes a $7.5 million death benefit. This amount is payable at any time, should 
something happen to Jim, even if he has only just begun to fund the policy.

In the eighth year of the policy, when the contract is fully paid up, John will be 55 years old, and  
able to start drawing down income. As previously discussed, taking distributions from the 
cash value of life insurance is not a taxable event, and it does not show up on an IRS form 1040. 

If Jim passes away at age 82, there will still be approximately $5 million in the policy 
available as a death benefit, and John would have received an income of $300,000 a year 
over a period of 27 years. 



How to “Legitimize” Your Legitimate Business  
and Leave a Lasting Legacy

NO CONTRIBUTION LIMITS OR MINIMUM REQUIREMENTS

Cash value life insurance solutions, and the IUL specifically, allows you to over-fund the 
policies with after-tax assets. The premium deposits are not incumbered by contribution 
limits or rigid schedules. The universal component allows these plans to be flexible in 
myriad designs.

NO MINIMUM REQUIRED DISTRIBUTIONS OR TAXES

The IUL policy enables your assets to accumulate on a tax-favored basis, and allows you 
to access the cash value tax-free at any time for any reason. There are no penalties for 
accessing the cash value prior to age 59 ½, and policy owners are not required to take 
minimum distributions at age 70 ½. Further, the cash value that is distributed from a 
permanent life insurance policy is not included as income when the client files their 
tax returns.

DEATH BENEFIT CAN BE LEVERAGED TO PAY FOR LONG TERM CARE

The death benefit of an IUL can be accelerated while the policy owner is alive to pay for 
long term care costs, as needed. So if the policy owner/insured needs assistance with 
daily living in the future, they can access (accelerate) the death benefit to pay for the care 
needed, tax-free and with total flexibility.

Business owners in the Cannabis industry face inherent risks due to the nature of the 
highly visible use of cash. Like any business owner, veterans and military spouse cannabis 
business owners want to protect and ensure that their family and loved ones are 
protected should something happen. 

With the CBD2, we want to take care of our veteran and military spouse cannabis-based 
business owners by providing a big lump sum and death benefit tax rate. It’s important 
for us to help cannabis business owners gain confidence and financial security by 
helping with asset growth and tax benefits in the long term so that they can provide a 
legitimized legacy.



Conclusion

About the Authors

We want to ensure veteran and military spouse cannabis business owners have the most 
tax-efficient plans available so that they can increase their resources to serve our fellow veterans.  
While we cannot remove Section 280E from the tax code, what we can do is ensure that no  
income generated from the manufacturing and distributing of cannabis gets taxed ever again. 

Anyone entering the cannabis field will have to leave it eventually. We can guarantee that 
when that day comes, cannabis business owners will have a large, safe, tax-free cannabis 
exit strategy in place and be able to leave a lasting legacy. We believe the cannabis 
industry deserves the SAME FINANCIAL SECURITY any business owner gets.

Scott R. Tucker is an author, speaker and the founder of US VetLife/US VetWealth, a 
lifestyle and financial consulting brand that helps service members go from paychecks and 
government benefits to wealth and liberty. He likes to say, “I Help The 1% Who Serve Our 
Country Become The 1% Who Influence It.” A West Point graduate, serial world traveler, 
military financial expert, and entrepreneur, Scott brings valuable experience and insight to 
those who have sacrificed so much in service to our country. He’s the Rosie Network’s #1 
Fan and a passionate supporter of the Veterans Cannabis Project.

Michael Seabolt is a 22 year veteran of the financial services industry. He has been working 
in investment management and financial advisory, and spent 9 years with a London-based 
hedge fund. Michael has been in the insurance and tax mitigation consulting space for 
the last 8 years. He consults with financial professionals, tax attorneys and legal advisors 
to help their largest clients with current and future tax liabilities. Michael serves on the 
banking and financial services committee for the National Cannabis Industry Association 
(NCIA) and is active in the local Phoenix chapters of the Marijuana Industry Trade 
Association (MITA) and the Hemp Industry Trade Association (HITA).
  
After serving as an Intelligence Officer with the U.S. Navy, Ethan Samuels spent years 
providing comprehensive financial planning and investment solutions to individuals and 
businesses. As Director of Financial Solutions at US VetWealth, he now manages a team of 
professionals that helps servicemembers, veterans, and their families learn how to navigate 
and leverage their financial benefits to maximize their lifetime of service.

Message us on LinkedIn to schedule a Free consultation. Or email info@usvetlife.com.
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Compound interest is the eighth wonder 
of the world. He who understands it, earns it ... 

he who doesn’t ... pays it.

The CannaBiz Distributor & DefenderTM

“THE CBD2 FOR YOUR MONEY”

– ALBERT EINSTEIN


