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This document and information contained herein may not be sent and/or addressed wholly or in part, 

directly or indirectly, to any person in any jurisdiction in which it would be impermissible or restricted to 

offer, distribute, purchase, sell or retain cryptographic tokens. 

 

This document or any other materials provided by 7Pass Holdings, S.A. (“7Pass”) or relating to the 7Pass 

Token Offering does not constitute a prospectus of any sort, is not a solicitation for investment and does 

not pertain in any way to an offering of securities in any jurisdiction. Neither this document nor any other 

materials have been (or will be) registered as a prospectus with any governmental authorities. 

 

Do not participate in the Security Token Offering if you are not an expert in dealing with cryptographic 

tokens and blockchain-based software systems as well as contribution to smart contract systems. 

Contributions should be undertaken only by individuals, entities, or companies that have significant 

experience with, and understanding of, the usage and intricacies of cryptographic tokens, like Bitcoin, 

Ether, and blockchain-based software systems as well as contributions to smart contract systems. 

Contributors should have functional understanding of storage and transmission mechanisms associated 

with other cryptographic tokens. If you do not have such experience or expertise, then you should not 

participate in the Security Token Offering. 

 

Users must be made aware of certain risk factors, as set out in the RISK DISCLOSURES section below. 

 

Prior to contributing, you should carefully consider this whitepaper and all other materials available 

concerning 7Pass and 7Pass Tokens and, to the extent necessary, consult an appropriate lawyer, 

accountant, or tax professional. 

  

http://www.7passtoken.com/
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Investment Thesis 
 
High volatility, imperfect information, latent 

demand and market inefficiencies characterize the 

current investment landscape for cannabis-related 

enterprises. Market volatility creates risks but has 

also historically provided opportunities for 

dispassionate, objective, professional investors to 

achieve above market returns. While we believe 

the volatility in the cannabis industry will eventually 

dissipate resulting in more moderate, stable 

returns to the investment community, we believe 

a near-term opportunity exists to assemble a 

portfolio of complementary investments through 

the application of sound financial discipline, 

diversification and risk/reward analysis. 

7Pass will provide an investment vehicle spanning 

a spectrum of emerging investment opportunities 

in the cannabis sector. Against a backdrop of 

legislative dissonance, momentum investing, 

nascent financial infrastructure and companies with 

little or no operating history, 7Pass offers the 

opportunity to invest in a team with deep domain expertise and a proven ability to identify and build 

cannabis market leaders. 

The cannabis ecosystem is emerging from the shadows due to a combination of surging consumer 

demand, the promise of incremental tax revenues and moderating social perceptions. However, this 

transition will not be easy or smooth. The dynamic transformation of the industry will leave a playing 

field littered with winners and losers. The enterprises that fail to adapt will suffer, but we believe those, 

which embrace this transformation, have the potential to realize attractive returns for investors. 7Pass’ 

intent is to selectively invest in a range of cannabis related companies specifically optimized both to 

provide an attractive mix of risk/return profiles and to mitigate downside risk and exposure. 

7Pass also plans to capitalize on the continuous introduction of emerging technologies in the space. 

Specifically, as the cannabis market matures, technology, data and digital solutions will provide the 

critical infrastructure necessary for the sustainable growth and success of future market leaders. 

Development has historically fallen into two broad categories: (i) business-to-business Software as a 

Service (“SAAS”) and (ii) digital: consumer and business-facing web-based applications. 

Today a handful of digital solutions specifically designed to meet the growing needs of cultivators, 

processors, distributors, retailers and consumers provide rudimentary industry technology infrastructure. 

While these point solutions are experiencing mixed adoption, web-based offerings built by experienced 

digital executives and following best practices of non-cannabis digital market leaders are growing. It is 

the intention of the 7Pass Team to identify and partner with these emerging digital cannabis 

entrepreneurs to provide much needed digital and other infrastructure to the industry. 

CANNABIS DELIVERY AND COMPLIANCE SOFTWARE PLATFORMS: The struggle to enact and enforce 

regulatory compliance of cannabis delivery services within numerous jurisdictions has resulted in 

thousands of black and grey market service operators. This condition has allowed illegal and non-

compliant cannabis operators to avoid meaningful regulatory oversight. We believe in SAAS delivery and 

compliance platforms designed with the necessary capabilities to serve as an industry standard for 
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retailers, delivery companies and regulators. These platforms would offer retailers, distributors, 

cultivators, manufacturers and processors necessary delivery services, tracking and inventory 

management, but also provide regulators a powerful tool to ensure compliance, ongoing monitoring and 

collection of tax revenues as well as identification of non-compliant operators. 

CANNABIS COMMUNITY PLATFORMS: We believe people naturally gather, share, inform, learn and 

connect based on shared interests and experiences. Facebook provides value through the power of 

connections based on an individual’s social graph, and LinkedIn based on a person’s occupation, but 

those platforms are driven by ephemeral social content (selfies, status updates, random thoughts) rather 

than knowledge. The success of Weedmaps, Leafly and GrassCity demonstrate the industry demand for 

information from a trusted source. Growers, manufacturers and processors sharing knowledge, 

distributors wrestling with increased competition and regulation, and the millions of new consumers 

suddenly introduced to cannabis are but a few examples of influential groups with a strong appetite for 

a dedicated information and community hub for this industry. We believe web-based services led by 

proven experts in online community and e-commerce platforms will have the ability to establish a clear 

market leadership position and become an indispensable utility for the participants in the cannabis 

industry globally. 

CANNABIS MEDIA AND ADVERTISING: The disruption now occurring in linear media extends to the 

cannabis market as well. The recent High Times acquisition illustrates the opportunity to establish a 

trusted brand for the cannabis industry, designed around a new media model (advertising, events, 

ecommerce, influencers and original content). Recently imposed cannabis-related advertising restrictions 

across most digital social platforms have further limited ways for advertisers in this industry to reach 

their target audience, creating a compelling opportunity in the areas of cannabis-related digital media 

and related advertising solutions. 

SUPPLY CHAIN MANAGEMENT: There remains significant potential for improved product development 

throughout the scientific process of formulating novel products, from custom nutrients to other materials 

for growers. Retailers and processors require very specific supplies and machinery for consumer facing 

goods in this industry. Supply chain professionals will continue to analyze current processes and uncover 

new ways to optimize yields and decrease expenses. We believe these potential 'picks and shovels' 

businesses within the cannabis industry will sit in high growth areas of the value chain with few, if any, 

strong competitors leaving the potential for rapid public or private equity exits. Furthermore, we believe 

that blockchain solutions will eventually play an increasing role within this sector (e.g. smart contracts 

between growers and suppliers that offer lower prices in return for sharing crop yield forecast and related 

data). 

PAYMENT PROCESSING, KYC/AML & BANKING SOLUTIONS: Payments and the required use of cash are 

another challenge for the cannabis industry. Evolving state laws on the legality of medical and adult-use 

cannabis businesses has led major credit and debit card providers to classify cannabis as high-risk 

transactions in the U.S. and other jurisdictions, leaving merchants without access to traditional 

debit/credit card processing for transactions. As a result, most cannabis vendors deal exclusively in cash 

transactions. Similarly, certain banks do not allow cannabis companies to establish 'normal' banking 

relationships over concerns of anti-money laundering regulations. We believe financial institutions or 

companies which can develop the appropriate Know Your Customer (“KYC”) / Anti-Money Laundering 

(“AML”) and compliance tools to address regulatory concerns will support the industry and have 

tremendous upside in the cannabis and crypto currency universe. For example, there are companies 

developing blockchain technology as a solution that could satisfy the need for secure, safe and tractable 

payment solutions with appropriate compliance. 7Pass will look at the possible acquisition or investment 

in these emerging token and non-token based technologies, or even future acquisition of or investment 

in a financial services entity itself, which will support the industry.1 
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CULTIVATORS, PROCESSORS, AND DISTRIBUTORS: Many of these enterprises face increasing financial 

pressure due to rapidly changing technology, limits to scaling, increased competition, rising production 

and transportation costs, additional compliance overheads and ultimately commoditization. We believe 

these market forces combined with a lack of access to capital, provide a window for opportunistic 

investment/ownership. 

RETAILERS: We believe the proliferation of medicinal and adult-use licenses will dramatically increase 

the number of licensed pharmacies and other retailers in existing markets, resulting in a corresponding 

increase of competitive pressures in the space. We also believe the opening of new markets will present 

an opportunity for new retail entrants with the need for early stage capital. Location, branding, inventory 

management, legislative compliance, delivery, cash management and security will continue to be 

essential for the survival of any retailer. Finally, we believe these market forces combined with a need 

for capital will provide a window for attractive investment/ownership. 

Although there are significant opportunities to invest in multiple countries and jurisdictions, our ability to 

invest in certain areas may be limited by applicable U.S. federal, state or non-U.S. law. For opportunities 

within the U.S., we plan to identify investments in cannabis-related companies operating in compliance 

with state and local law. In other non-U.S. jurisdictions, we plan to opportunistically identify legal 

cannabis-related investments as the legal and regulatory landscape evolves. 
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Executive Summary 
 
7Pass provides an opportunity to participate from 

the ground floor in a multi-billion-dollar industry 

that we believe is poised for significant 

international growth. Despite a long history of 

demand for cannabis, recent regulatory changes 

and growing legalization and regulation of the 

cannabis industry (in the U.S. and internationally) 

present what we believe to be a rare investment 

opportunity. 

 

According to a report from the Brightfield Group, 

the global cannabis industry is expected to grow 

at a compound annual growth rate (“CAGR”) of 

60%.6 Canadian cannabis companies, such as 

Aphria, are driving international deals and 

exporting their products to markets in Europe and 

South America where regulations allow. Other 

large corporations are also beginning to invest in 

global cannabis opportunities such as 

Constellation Brands, the company behind Corona 

beer, partnering with a Canadian grower to brew 

a cannabis-infused beverage,7 Philip Morris 

International investing in Israel’s Syqe Medical 

and their metered-dose inhaler,8 and Alliance One 

International taking controlling interests in two 

Canadian cannabis companies.9 

The global cannabis industry is primarily driven 

by North America, and specifically the United 

States and Canada. According to an Arcview 

Market Research (“Arcview”) report, North 

American regulated cannabis sales grew by an 

unprecedented 30% in 2016 to $6.7 billion. The 

same report projects North American sales to top 

$20 billion by 2021 at a compound annual growth 

rate of 25%.10 

 

These growth rates will require a large influx of 

capital to support business growth in plant 

touching verticals such as cultivation, processing, 

extraction, distribution and retail, and more 

importantly, non-plant touching ancillary services 

such as technology and web-based applications. 

We believe that commoditization and regulation 

will inhibit returns in plant touching enterprises, 

while these ancillary businesses have a higher 

return profile. In this new ‘green rush’, nearly 

everyone is a startup and many of tomorrow's 

 

 

 Global annual regulated cannabis 

market is projected to be over $140 

billion by 20272 

 

 North American annual regulated 

market is expected to reach $100 

billion by 20293 
 

 Growth rate of regulated cannabis is 

60% per year in the current global 

market4 
 

 The current U.S. cannabis market is 

larger than the markets for wine or 

choclate5 
 

 We believe new health and medical 

benefits awareness will drive 

significant demand beyond the current 

market 
 

 We believe global growth will spur 

continuous innovation throughout all 

elements of the cannabis sector 
 

 7Pass is well positioned to allow global 

investors to participate in this 

movement 
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market leaders are currently seeking value-added capital through partnership with experienced operators 

and investors. 

To date, a few early market leaders have emerged, but significant opportunities remain for well-

capitalized, professional entrepreneurs that can execute an aggressive growth plan under constantly 

changing market conditions. As evidenced by Canadian and U.S. market statistics, this multi-billion-

dollar industry should experience steep growth over the next 3 years providing a 'greenfield' opportunity 

for future market leaders.11 

 

Continuous change, growth and regulatory shifts within this market will put the need for investment 

capital and operating expertise in high demand. Countries such as Chile, Colombia, Iran, Jamaica, Spain 

and Uruguay have legalized possession, sale, transport and/or cultivation of cannabis. Australia, 

Denmark, Germany, Israel, Lesotho, Mexico, Netherlands, Peru, Philippines, Poland, San Marino, 

Slovenia, Switzerland and Zambia permit medical and religious activity in these categories. Lastly, a 

significant number of countries have decriminalized cannabis possession and cultivation for personal 

use.12   Within the U.S., more than half of the states have already legalized medical-use cannabis, and 

adult-use legalization is growing quickly, but cannabis remains illegal at a federal level. According to an 

October 2017 Gallup Poll, 64% of Americans support legalized cannabis use.13 Despite this progressive 

shift and greater adoption of cannabis, most major banks, institutions and venture capitalists are not yet 

engaging significantly with these businesses, which we believe will lead to numerous opportunities for a 

sophisticated investment group with deep domain expertise. 

With the emerging cannabis sector sitting at a key juncture between innovators/early adopters and the 

mainstream market, we believe both forward thinking and risk-taking investors are presented with the 

rare opportunity to invest early in potential market leaders at attractive valuations. However, limited 

data in conjunction with a multitude of actors, both good and bad, trying to enter to 'strike gold,' make 

it extremely difficult for a disciplined investor to determine what is a ‘good’ investment. Even after an 

investment is made, how does an investor both keep up with the ever-changing laws and regulations as 

well as the implications of all of those changes to their specific investment? 
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Quite simply, we believe this is the benefit an investment in 7Pass offers versus individual investment(s). 

7Pass has assembled a team of individuals with over 200 years of combined experience across multiple 

industries including technology, compliance, cannabis, banking, finance, private equity and portfolio 

management. Specifically related to cannabis and cannabis-related technology, multiple team members 

have decades of direct experience in a full range of global cannabis-related businesses. 

By combining a variety of financing structures such as royalty-based finance (“RBF”), private equity (“PE”) 

and other debt instruments, 7Pass will create a hybrid investment company to support the growing 

cannabis market. With a full range of financing structures at its disposal, 7Pass and its portfolio companies 

will be able to determine the most beneficial structure to successfully grow the business for the 

entrepreneur, customers and investors. This hybrid structure should provide the necessary flexibility to 

generate above market returns. 

7Pass will utilize the capital funding to originate and seek above market returns through diversified 

investments in the cannabis community. 7Pass will source a series of cash-flow generating RBF 

transactions, high-interest debt facilities, private investment in public equity (“PIPE”), and direct public 

equity investments to seek to underpin and hedge higher-risk, higher-return opportunities of private 

equity, Initial Public Offering (“IPO”) and Reverse Takeover (“RTO”) transactions.  
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Much of the discussion around the cannabis industry has focused on the 'plant' and the chemical 

tetrahydrocannabinol (“THC”) because of the historical debate regarding the legality of the substance. 

The 7Pass Team believes that the future discussion of cannabis should instead center on its benefits for 

society. 

The mechanism of action for the positive effects of cannabis occurs through cannabinoid receptors found 

in the brain and other parts of the body. Cannabinoid receptors are a class of cell membrane receptors 

in the G-protein-coupled receptor superfamily that contain seven (7) transmembrane spanning domains 

and are also known as seven-(pass)-transmembrane receptors, hence “7Pass”. These specific receptors 

and their corresponding structures detect the THC molecules outside of a cell and activate the internal 

signal transduction pathways and ultimately the cellular responses associated with cannabis.14 

 

The 7Pass Team believes the future of this industry depends on changing technology for, business models 

around, and perception of the cannabis plant.  7Pass is grounded in the science of cannabis with a 

concentration on how its positive effects are delivered to people and communities.  
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Token Sale Summary  
 

Token Name: 7Pass 

Token Symbol: 7PASS 

Token Execution Environment:  Ethereum blockchain 

Token Standard: Ethereum EIP-20 (previously known as ERC-20)  

Token Sales Currencies: Ether (ETH), Bitcoin (BTC), Bitcoin Cash (BCH), 

Polymath (POLY), USD, CAD, EURO 

Token Distribution 

Pre-Sale: 40,000,000 

Token Generation Event: 165,000,000 

Management / Founding Tokenholders: 195,000,000 

Future Use: 600,000,000 

  

Total Tokens Created: 1,000,000,000 

  

Minimum Sales Target incl. Pre-Sale: Equivalent of USD $5,000,000  

Sales Cap: Equivalent of USD $51,125,000 

Minimum Purchase Amount: Equivalent of USD $10 

  

Pre-STO (Pre-Sale) Date: TBD 

Token Generation Event: TBD 

  

Pre-STO (Pre-Sale) Discounts: 

First tranche of 10,000,000 20% Discount 

Second tranche of 10,000,000 15% Discount 

Third tranche of 10,000,000 10% Discount 

Fourth tranche of 10,000,000   5% Discount 

  

Token Sale to be announced on: www.7PassToken.com 
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Introduction to the Cannabis 
Industry: A Global Market 
 
We believe the legal and regulated cannabis markets 

provide forward-thinking entrepreneurs with an 

opportunity to capitalize on an emerging multi-billion-

dollar industry. There are an estimated 183.3 million 

based on a probable range of 128.1 to 237.7 million 

regular users of cannabis worldwide.15 Many countries 

have made progress to liberalize laws for legal usage, 

especially with regard to medical usage and research. 

This progress points to a global market which is 

expected to see a compound annual growth rate of 60% 

as other countries move towards legalization.16 The 

potential growth rates in many smaller countries will 

exceed the growth rates of the two current largest 

markets of the United States and Canada.   
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Adult-use and medical cannabis legalization has moved forward rapidly in the last three years, 

corresponding to the increased worldwide acceptance of the medicinal value of cannabis, along with its 

documented adult-use usage. More countries are getting serious about research and development of 

pharmaceutical level products, while simultaneously moving towards allowance of the export of cannabis 

or cannabis derived products. As certain jurisdictions in North America have liberalized their cannabis 

laws, so have other countries in Europe such as Germany, Italy, Spain and the Netherlands and in Latin 

America such as Columbia and Uruguay. Each jurisdiction has structured their laws in a different way, 

which will shape the size, scope and viability of the respective market opportunities. Regulations in each 

country are highly nuanced and constantly in flux, requiring investors to stay informed of all the ever-

changing regulations to successfully identify and capitalize on the strongest opportunities.17 

 

Numerous countries in Europe, Latin America and Oceania are increasingly adopting medical cannabis 

programs, while a smaller number are considering full legalization. Support for medical legalization is 

especially strong in Australia, Germany and Israel.18 The list of countries that have decriminalized, 

legalized or otherwise lifted restrictions on cannabis is growing and currently includes: Canada, Israel, 

Germany, Netherlands, Spain, Portugal, Czech Republic, Uruguay, Colombia, Brazil, Mexico, New 

Zealand and Australia. This still leaves considerable room for market growth. Spain in particular has one 

of the highest rates of past-month cannabis use among adults in Europe according to a report from the 

United Nations Office on Drugs and Crime.19 

In the developed world, cannabis consumption rates 

continue to grow and the stigma surrounding cannabis 

use lessens as compared to developing countries. 

Canada has some of the highest rates of cannabis use 

in the world and will open its adult-use market in 

2018.20  The European countries, which have 

experimented with some degree of adult-use 

legalization in the past, will be watching carefully and 

are expected to follow suit. Brightfield projects the 

beginning of an adult-use market in Spain in 2019 

which could surpass $200 million by 2021 when Spain 

is expected to fully legalize a functional adult-use 

cannabis market.21  Assuming no major negative 

consequences arise from the adult-use markets 

currently in place, several additional countries in 

Western Europe are expected to follow suit over the 

coming years.   

Although international markets are growing at 

impressive rates, North America, in particular the U.S., 

currently drive 90% of global cannabis sales. Due to that 

impressive international growth, that share is expected 

to drop to 57% by 2021.22  However, the U.S. will 

continue to be a focus area of innovation and 

opportunity in the global cannabis market. Important 

features of the U.S. market are summarized in the next 

section. 
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United States: The 'Green Rush' in the Largest Market 
 

The widespread consumption of cannabis has been 

taking place for nearly 80 years in the United 

States. U.S. federal law, specifically the Controlled 

Substances Act of 1970, lists cannabis as a 

Schedule I Drug which forced the advent of an 

‘illicit market’ currently estimated at over $46 

billion combined between the U.S. and Canada.23 

As more states legalize medical- and adult-use 

cannabis, the U.S. market for cannabis is expected 

to reach $100 billion by 2029.24  As consumers 

began to lobby for legalization and voters began to 

voice their opinions at the ballet box, a variety of 

states began to tap into this multi-billion-dollar 

market by allowing legal sales. California voters 

were the first to legalize the use of cannabis for 

medical reasons by passing Proposition 215 in 

1996.25 Today, voters in the states of California, 

Colorado, Washington State, Oregon, Alaska, 

Nevada, Massachusetts and Maine have approved 

cannabis for adult-use, creating opportunities for 

the entrepreneurs who were willing to take 

calculated risks.  

 

Reports by Arcview Market Research and New 

Frontier Data estimate North American cannabis 

markets have a compound annual growth rate of 

13% - 28% through 202526  A Forbes Magazine 

article states, “to put this in perspective, legal 

cannabis industry growth is larger and faster than 

even the dot-com era.” This is especially surprising 

“when you consider that the industry is in its early 

stages”.27 

 

When compared to other industries, consumption data from 2015 of medical and adult-use cannabis 

surpassed chocolate and wine. The total estimated annual demand for adult-use cannabis alone in the 

United States is about $40 - $55 billion.28 
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Public Support 
 

According to a recent Harvard and Harris survey, 86% of 

Americans favor legalization in some form, while Gallup 

reported 64% of Americans are in favor of full legalization.29  

Ending the prohibition on cannabis has become a bipartisan 

issue with many prominent conservatives supporting the 

shift from federal prohibition to state regulation. Following 

the most recent elections, approximately 21% of the U.S. 

population or 68 million people now live in states with full 

legalization, while around 63% or 205 million people live in 

states with some form of a cannabis program, either 

medical, adult-use, or both.30 

Based on these reports, the number of people who have an 

opportunity to purchase cannabis in states that regulate 

cannabis is growing, supporting the projections for robust 

market growth in the United States. 
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Cannabis as Medicine 
 
The endocannabinoid system (“ECS”) is a naturally occurring biological system of lipids, enzymes and 

receptors within the human body that is involved in a variety of physiological processes including appetite, 

pain sensation, mood and memory. Cannabinoid binding sites exist throughout the central and peripheral 

nervous systems. Over 110 different cannabinoids have been isolated in the cannabis plant.31 Even 

without the benefit of full-scale clinical trials, numerous studies have demonstrated the efficacy of 

cannabis in alleviating a variety of medical conditions including cancer, multiple sclerosis, autism, 

epilepsy, PTSD, sleep deprivation, various autoimmune disorders and pain.32 The use of cannabinoids for 

medicinal and therapeutic benefits continues to grow, and cannabinoids are now relevant in many disease 

contexts.33 The National Cancer Institute at the National Institute of Health has affirmed studies that 

show that cannabinoids have a protective effect against the development of certain types of tumors 

based on animal lab tests.34 

A new report by the National Academies of Sciences, Engineering, and Medicine (“NASEM”) has found 

strong evidence that cannabis can be effective in treating the symptoms associated with chronic pain, 

the primary reason opioids are currently prescribed.35 

Despite these initial findings, the lack of full-scale clinical trials prevents a clearer understanding of 

dosing, consistency and production standards. However, the increasing popularity of non-smoked 

consumption of cannabis in states that allow medical and adult-use cannabis will help to drive regulations 

around these factors. 

With national oversight anticipated and alternate forms of consumption fueling sales in regulated 

cannabis markets, companies are expected to step in and provide solutions to help drive quality 

standards, facilitate consistency of inputs and assist the regulatory bodies in industry oversight. This 

should greatly benefit consumer protection in medical and adult-use markets. The chart below shows 

the potential markets for medical or nutraceutical use for which cannabis-based treatments could serve 

as a substitute in the United States. Similar substitutions are already taking place in Germany, Israel, 

Italy and Brazil amongst others, which supports the global growth potential of cannabis. 
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Cannabidiol, also known as CBD, is a popular natural remedy used for many common ailments. It’s 

gaining momentum in the health and wellness world, with some scientific studies confirming it may help 

treat a variety of ailments.   
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The Investment Opportunity 
 
Through direct involvement in the legal or regulated cannabis industry over the past decade, members 

of the 7Pass Team have witnessed firsthand the rapidly evolving landscape of technology, regulation and 

market dynamics in a variety of jurisdictions. By building on this knowledge and experience and adding 

the range of expertise provided by our operating partners, 7Pass believes it can originate and manage a 

diversified portfolio capable of producing above average market returns. 

 

Need for Quality Capital 

The cannabis industry may be booming in terms of revenue, but cannabis startups looking to raise 

capital face many obstacles. Gone are the days when businesses could set up operations for less than 

$250,000. While 72% of new companies are still backed primarily with founders’ own savings and debt,36 

more outside capital is required for cannabis businesses to meet the projected demand. In recent years, 

median total startup costs have risen for every sector of the cannabis industry, in particular for retailers 

and indoor wholesale cultivators even on a square foot basis. Acquiring a license is only the first hurdle 

as regulatory requirements and restrictive local ordinances often require large investments in land, 

commercial real estate, renovations, security/surveillance and other items long before the business can 

serve its first patient/customer. Technology, tracking and data compliance have significant and rapidly 

changing requirements, compounded by a myriad of varying jurisdictional conditions. This critical and 

broad technology infrastructure is now more complex and costly. Cannabis is and will continue to be one 

of the most highly regulated industries in the world making the price of admission hefty. 

Cannabis businesses, in most cases cannot look to banks for traditional financing as most banks will not 

typically provide loans to cannabis ventures. For example, the U.S. Federal Deposit Insurance 

Corporation (FDIC) will not insure a bank that takes on 'existential' risks, which often include sectors 

where the legal and regulatory landscapes are evolving and not always clear, such as cannabis. Most 

banks have taken ultra-conservative positions and will not even accept deposits from a cannabis business 

due to this conflicting or unclear regulatory situation. The difficulty of opening bank accounts creates 

both cash management and security concerns for cannabis businesses. Some banks have even called 

default on their client’s mortgage when a cannabis business is found to be operating on the property. 

These real property concerns further increase costs, either by forcing tenants to pay above market rent 

or requiring the purchase of the real estate outright. 

While venture capitalists and institutional investors are an option, many have been hesitant to invest in 

the sector. MassRoots, which likens itself to Facebook for cannabis consumers, was prevented from 

participating in a TechCrunch startup competition in 2015 and then again in 2016. Their inclusion as a 

semi-finalist in a Consumer Electronics Show (“CES”) event resulted in Dell deciding not to judge the 

competition or provide prizes to the winners.37 These are just a few examples of how cannabis startups 

remain taboo in the general public and investment community. A notable exception to this sentiment 

includes the widely reported $75 million financing of Privateer Holdings, led by Peter Thiel’s (co-founder 

and former CEO of PayPal) Founders Fund, and which as of January 2018 has raised over $200 million.38 

More recently large beverage companies have joined the fray with Constellation Brands’ (owner of Corona 

Beer) making a $3.8 billion investment in Canadian-based Canopy Growth Corporation following its initial 

investment of $191 million, as well as Heineken N.V. which just launched a marijuana-infused beer.39 
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Evolving Landscape of Technology, Regulation and Market 

Dynamics 

While this is certainly encouraging for those interested in the cannabis business, success will depend on 

execution, access to capital, technology, as well as keeping ahead of constantly evolving legislation and 

market dynamics. Whether it is temporary regulations, tweaks to the tax structure, new rules, changes 

to production caps, or local bans or moratoriums, operational businesses in established markets still 

face a high degree of volatility and uncertainty. In some cases, this is a result of rapidly maturing 

markets where provincial, state and/or local governments are continuously trying catch up. In other 

cases, uncertainty is due to other regulations opting to treat medical and/or adult-use cannabis as a 

pilot program or test case, which needs to be incrementally rolled out in a controlled manner. 

For these reasons and many others, investors continue to remain hesitant to enter the market. Given 

the current highly fragmented nature of the industry, we expect that most single investors would not 

have the time to meet with all of the prospective entrepreneurs and companies. Ultimately, an investor 

wants to know that it is involved in a safe investment and one that can remain sound following a 

significant shift in regulations. Many of these startups may have convinced investors that they are good 

at one major component of the value chain, such as growing cannabis, but how savvy are these same 

operators when it comes to running a broader business and complying with a variety of laws and 

regulations ranging from clean water to tribal bone burials? These variations in the regulatory landscape 

create opportunity. The 7Pass Team has extensive experience in highly regulated markets and has 

successfully led businesses not only in the cannabis industry but also in finance, banking, medicine, and 

technology that will be integral to the growth of this opportunity. 

In many countries, no clear picture of a fully functional cannabis market has emerged. On a micro-level, 

there are operational and financial uncertainties for individual businesses, and on a macro-level, there 

is a lack of robust industry projections and comparisons. Success depends on a management team that 

thrives in highly regulated markets and can effectively mitigate risk. 

 

7Pass Provides Investor Comfort 

7Pass has an experienced team in place to source, evaluate and manage these types of businesses as 

they and the industry grow. The 7Pass Team has over 200 combined years of experience across multiple 

industries including banking, finance, medicine, private equity, portfolio management, and electronic 

payment solutions and blockchain technology but also over a decade of deep domain experience in the 

cannabis industry across multiple states and jurisdictions. We believe this track record is unmatched in 

the industry across the company’s target verticals. This experience provides 7Pass the opportunity to 

create a truly compelling investment strategy. 
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Investment Strategy 
 
7Pass intends to invest proceeds from the token sale within the most critical cannabis verticals but also 

within less critical verticals when the particular opportunity either reinforces its other portfolio 

investments or the overall growth of the industry. 7Pass will focus on new and emerging cannabis markets 

across Europe, Latin America, Asia and North America. Diversification across multiple verticals across 

the relevant geographies will drive overall return within the portfolio. Investment diversification is also 

intended to provide protection against any significant regulatory changes in a specific vertical or 

geographical region. The option and ability to vertically integrate across the industry should allow 7Pass 

to selectively create or amplify relationships amongst its portfolio companies to maximize potential 

growth within the industry. In addition to portfolio diversification, investing in cannabis related businesses 

offers the portfolio investments in companies with complimentary risk/reward profiles such as: 

 

 Multiple revenue streams 

 Recurring revenue 

 Barriers to entry 

 Significant Intellectual Property 

 Asymmetric value creation 

 

We have set forth a brief description of each of the verticals listed below, its role in the cannabis value 

chain and a number of the critical factors, which the team will use to determine the level of investment 

in any company within that particular vertical. 

 

Investments in a Range of Verticals 
 
7Pass plans to allocate investable proceeds within the following cannabis verticals: 
 

 Technology / Digital Platforms 

 Cannabis Delivery and Compliance Software Platforms 

 Cannabis Community Platforms 

 Cannabis Media and Advertising 

 Supply Chain Management 

 Payments, KYC/AML & Banking Solutions 

 Testing Labs 

 Extraction Technologies 

 Cultivation 

 Processing & Infused Products / Manufacturing 

 Distribution / Wholesaling / Transportation 

 Retailers 

 Existing Vertically Integrated Companies 

 Other Ancillary Firms 
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Technology / Digital Platforms 
 
As the cannabis market matures, we expect technology, data and digital solutions will provide the critical 

infrastructure necessary for the sustainable growth and success of future market leaders. Development 

has historically fallen into two broad categories: (i) business-to-business SAAS and (ii) digital: consumer 

and business-facing web-based applications. Today a handful of digital solutions specifically designed to 

meet the growing needs of cultivators, processors, distributors, retailers and consumers pro- vide 

rudimentary industry technology infrastructure. While these point solutions are experiencing mixed 

adoption, web-based offerings built by experienced digital executives and following best practices of non-

cannabis digital market leaders are growing and prospering. It is the intention of the 7Pass Team to 

identify and partner with these emerging digital cannabis entrepreneurs to provide the much-needed 

digital infrastructure to the industry. 

 
 

Cannabis Delivery and Compliance Software Platforms 
 
The struggle to enact and enforce regulatory compliance of cannabis delivery services within numerous 

jurisdictions has resulted in thousands of black and grey market service operators. This condition has 

allowed illegal and non-compliant cannabis operators to avoid meaningful regulatory oversight. We 

believe in SAAS delivery and compliance platforms designed with the necessary capabilities to serve as 

an industry standard for retailers, delivery companies and regulators. The platform would offer retailers 

necessary delivery services, tracking, and inventory management, but also provide regulators a powerful 

tool to ensure compliance, ongoing monitoring and collection of tax revenues as well as identification of 

non-compliant operators. 

 

Cannabis Community Platform 
 
The success of Weedmaps, Leafly, and GrassCity demonstrates the industry demand for information 

from a trusted source. Growers sharing knowledge, distributors wrestling with increased competition and 

regulation, and the millions of new consumers suddenly introduced to cannabis are but a few examples 

of influential groups with a strong appetite for a dedicated information and community hub for this 

industry. We believe web-based services led by proven experts in online community platforms will have 

the ability to establish a clear market leadership position. 
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Cannabis Media and Advertising 
 
The disruption now occurring in linear media extends to the cannabis market as well. The recent High 

Times acquisition illustrates the opportunity to establish a trusted brand for the cannabis industry, 

designed around a new media model (advertising, events, ecommerce, influencers and original content). 

Recently imposed cannabis-related advertising restrictions across most digital social platforms have 

further limited ways for advertisers in this industry to reach their target audience, creating a compelling 

opportunity in the areas of cannabis-related digital media and related advertising. 

 

Supply Chain Management 
 
There remains significant potential for improved product development throughout the scientific process 

of the formulation of novel products from custom nutrients to other materials for growers. Retailers and 

processors also require very specific supplies and machinery for the consumer facing goods in this 

industry. Supply chain professionals will continue to analyze current processes and uncover new ways to 

optimize yields and decrease expenses. These potential 'picks and shovels' businesses within the 

cannabis industry will sit in high growth areas of the value chain with few, if any, strong competitors 

leaving the potential for rapid public or private equity exits. Furthermore, we believe that eventually, 

blockchain solutions will play an increasing role within this sector, e.g. smart contracts between growers 

and suppliers that offer lower prices in return for sharing crop yield forecast and related data. 

 

Payment Processing, KYC/AML & Banking 
 
Payments and the required use of cash are another challenge to the cannabis industry. Evolving state 

laws on the legality of medical and adult-use cannabis businesses has led major credit and debit card 

providers to classify cannabis as high-risk transactions in the U.S. and other jurisdictions, leaving 

merchants without access to traditional debit/credit card processing for transactions. As a result, most 

cannabis vendors deal exclusively in cash transactions. Similarly, certain banks do not allow cannabis 

companies to establish 'normal' banking relationships over concerns of anti-money laundering 

regulations. We believe financial institutions or companies which can develop the appropriate KYC / AML 

and compliance tools to address any regulatory concerns support the industry and will have tremendous 

upside in the cannabis and cryptocurrency universe. Companies are developing potential blockchain 

technology solutions that could satisfy the need for secure, safe and tractable payment solutions with 

appropriate compliance. 7Pass will look at the possible acquisition of or investment in these emerging 

token and non-token based technologies, or even future acquisition of or investment in a financial 

services entity that would support the industry.40 

 

Testing Labs 
 
Testing labs are used to determine the cannabinoid levels in products as well as to test for molds, pests 

and pesticides. They give consumers confidence in consistency, specifically from a medical standpoint. 

In terms of sheer numbers, testing labs represent the smallest critical sector in the cannabis industry. 

However, they play a critical role both in protecting patients/consumers and furthering the legitimacy of 

the industry. As more states have recently started requiring mandatory testing, labs are seeing their 

client lists and margins grow. Key differentiating factors are location or footprint, logistics in territories 

where samples must be taken onsite, consistency in result parameters, technical expertise, customer 

lists, reputation and turnaround time. 
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Extraction Technologies 
 
Extractions is the means by which the flower from cannabis plant is converted to oil or crystallite 

(powder). Both forms of extracted material (oil or crystallite) can be delivered to the medical patient or 

adult-use customers through multiple means, including but not limited to, vaporizer cartridges, 

suspension liquids for edibles, gel caps, and alcohol infusions. There are three basic methods by which 

flower for the cannabis plant is converted into either oil or crystallite: volatile, pressurized, or chemical 

extraction. Volatile extraction is done by mixing the raw material with a volatile substance such has 

butane, pentane or ethanol and in some instances altering the temperature under pressure. Pressurized 

extraction is typically done using C02 gas in a pressurized column to squeeze the oil out of the plant 

material. Chemical extraction is done by using certain chemicals that attract and bind to the 

cannabinoids in the plant and then using other chemicals to wash away the binding agents. With the 

extraction process depending on the ultimate delivery means, there are numerous post processing 

techniques to finish the oil. Different from actually investing in the processing company, here the 

Company will be looking at the actual equipment and technology companies. Key differentiators would 

be proprietary product, practical use, innovation, customer list, management, and technology. 
 

Cultivation 
 
At the heart of the industry are the businesses growing cannabis, both indoor and outdoor, which are 

either vertically integrated with retailers or wholesale cultivators that sell to infused product makers and 

retailers. Key differentiators for evaluation are proprietary plant genetics, size or scale, quality control 

and strain branding. A critical issue within the industry is the overall health and safety of the final product, 

which is heavily influenced by the cultivation practices used to grow the plant. Past and potential future 

use of pesticides, solvents, dirty water, and even nutrients with heavy metals have led to complex 

regulations prohibiting these practices to ensure a safe end product. 

 

Processing & Infused Products / Manufacturing 
 
Processing is the act of converting cannabis into a usable product or infused products, such as 

concentrates, waxes, vaporizer cartridges, edibles, drinks and topicals for both adult-use and 

nutraceutical use. Early sales figures from Colorado and Washington, both with mature medical and 

adult-use markets, show the growth rates of these products surpassing that of flower.41 Within this 

vertical, the 7Pass Team will evaluate as key differentiating factors a company’s access to clean raw 

material, proprietary products and processes, diversity of extractions methods, consistency in 

manufactured products, territory license restrictions (especially in volatile processes), speed to market, 

branding and consumer taste preferences. With large profit margins and the ability to create brand loyalty 

across state lines, this vertical offers a tremendous growth opportunity. 

 

Distribution / Wholesaling / Transportation 
 
In states which require it by law, distributors and transporters act as middlemen to other licensed 

operators, sometimes even serving as compliance partners to the regulators. Distributors are licensed 

to buy from a cultivator or processor and in turn sell products to retailers. In certain situations, they 

serve as an additional check to ensure that products have been batch-tested and verified as safe before 

delivery to a retailer. Transporters are licensed to deliver product from one licensee to another and must 

both submit electronic shipping manifests prior to all transport activity and update the traceability system 

at each point for supply chain integrity. Key differentiating factors are location(s), hub design, logistical 
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systems, and restriction on number of distribution licenses and breadth and quality of products 

catalogued. 

 

Retailers 
 
A retailer is an outlet that sells usable cannabis and cannabis-infused products. In most countries, it is 

the only place where a patient or customer can purchase cannabis products. These businesses are the 

end of the supply chain making their financial performance one of the more reliable indicators of demand. 

Largely due to rules and regulations, retail stores are not packed with inventory, and each 

patient/customer has a one-on-one interaction with a sales associate. Given this environment, increasing 

customer foot traffic is the primary way of driving sales per square foot. Key differentiating factors are 

location, foot traffic, retail systems, efficient store design, labor management, branding and reputation. 

 

Existing Vertically Integrated Companies 
 
Other targets could also include opportunistic investments in existing vertically integrated companies if 

presented under the appropriate set of conditions and circumstances within the constantly changing 

business and regulatory backdrop of the cannabis industry. 

As mentioned earlier, there are significant opportunities to invest in multiple countries and jurisdictions. 

Our ability to invest in certain areas may be limited in certain geographies by applicable U.S. federal, 

state or foreign law. We plan to opportunistically identify cannabis-related investments as the legal and 

regulatory landscape evolves in various geographies. 
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Investment Structures 
 
7Pass will leverage a variety of investment structures to blend risk and reward within the emerging 

cannabis industry. A stable of income-producing strategies will provide both periodic income and capital 

growth potential to the portfolio. We believe our extensive existing networks and current industry 

knowledge will allow 7Pass to source exclusive opportunities within the cannabis industry. Typical 

investment forms will include corporate lending, mezzanine finance (loans and equity) and other specialty 

instruments, with a diversified approach to minimizing risk. We believe the income from these 

investments can generate above-market returns for the investors.  

 

Royalty Based Finance 
 
In a Royalty Based Financing transaction, 7Pass would provide capital and intellectual property / expertise 

to a cannabis company in exchange for a percentage of top line gross revenues. There are numerous 

examples of the use of the RBF business model in the oil, gas and mineral industries, such as Franco 

Nevada Corporation (NYSE: FNV), Royal Gold (NASDAQ: RGLD), and Silver Wheaton (SWX: SLW). It is 

prevalent in the record label industry and has recently surfaced in the pharmaceutical and biotech 

industries due to a lack of traditional financing opportunities in those industries as well. 

 

This structure provides a number of advantages to 7Pass. First, it offers a fixed initial investment amount 

in return for a percentage of revenues for an agreed upon term which typically ranges from five years 

to perpetuity obviating the need for additional capital injection. Second, it provides regular cash returns 

to 7Pass as royalties, typically paid on a quarterly basis, which can be utilized for reinvestment, token 

support, operating expenses, or continued investment in the 7Pass Community. Third, it allows the 

investor to immediately participate in the potential upside of a strong performing company as it shares 

in the top line revenue. Finally, it mitigates downside risk to returns from sources such as rising variable 

costs or margin compression as RBF payments are based solely on gross revenues. 

 

However, the RBF structure also provides significant advantages to the underlying cannabis companies 

as well. First, it is a non-dilutive lower cost of capital option akin to bank finance. Owners do not typically 

give any equity in the transaction. Second, unlike traditional bank debt which includes fixed payments, 

the royalty payment decreases should the company experience a downturn in sales removing the cash 

flow stress of potentially higher fixed payments. Third, the parties are both aligned in all of the benefits 

from sustainable topline revenue growth. Finally, this structure eliminates the usual areas of contention 

between investment partners such as valuation and exit strategy. 

 

Should the company decide to sell, 7Pass will enable a pre-negotiated buyout of the royalty payment 

stream at a discounted net present value (“NPV”) in accordance with the return expectations just 

described. Alternatively, a new buyer could simply assume the royalty agreement as is. 
 

Private Equity 
 
Private Equity refers to a class of assets relating to companies that are not publicly traded. While retail 

investors are freely able to buy and sell publicly-traded stocks on major stock exchanges, as well as 

bonds and other types of securities through a range of vehicles offered by brokers, the nature of private 

equity means that it cannot readily be accessed without special information or contacts. PE investments 

are typically made by dedicated private equity firms, individual angel or high net-worth investors, and 
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venture capital firms. Private equity is by its nature exclusive and remains out of reach for most retail 

investors. 

 

The PE business model is well known, used in multiple industries, and has for over twenty years provided 

greater returns than the vast majority of other asset classes. Given the lack of traditional financing 

options as well as the rapid projected growth, PE returns in the cannabis industry are expected to exceed 

most of today’s other private equity investment sectors. 

 

7Pass enables access to this rapidly expanding market. The 7Pass Team has a rare combination of deep 

and proven knowledge in cannabis operations, compliance, finance and investments that will allow them 

to take advantage of a limited window of opportunity to capture technology-like returns through cash-

on-cash returns in addition to exit valuations. 7Pass presents to investors the prospect of a diversified 

portfolio across the full spectrum of opportunities in this profitable and rapidly growing industry with a 

group of true insiders who will see the opportunities first. 

 

This PE structure balances the investment strategy of 7Pass, which will provide its own set of advantages 

to tokenholders. First, 7Pass seeks to provide lower valuations for participants as it originates deals at 

cost or reasonable valuations based on its market insight and relationships. Second, given the 7Pass 

Team’s strength in operations, we believe original investments can be recouped quickly and significant 

returns can be realized through exit and cash-on-cash investment structures. Third, 7Pass mitigates 

downside risk by using fund oversight and board membership to oversee and ensure underlying 

operations are run to the highest standards based on expertise not available to non-industry or outside 

investors. 

 

We believe the PE structure also provides significant advantages to the underlying cannabis companies. 

First, 7Pass creates operating and network synergies through our supply chain, business management, 

compliance, banking and operations networks. Second, capital and operational stresses on the cannabis 

company can be reduced through partnership with a reliable source of capital which can also provide 

guidance as it grows in a rapidly changing market. 

 

Bridge Loans 
 
In certain circumstances prior to an RBF, for example, an IPO, RTO or other financial transaction, 7Pass 

may provide a short-term bridge loan to cover the immediate cash needs of a cannabis company. The 

short-term loan will serve as a temporary bridge to the finalization of a pending larger financial event or 

transaction. These loans typically consist of a high monthly interest rate and may even include the 

issuance of warrants. 

 

Convertible Debt 
 
In certain circumstances, in particular, pre-IPO / RTO or prior to acquisition, 7Pass may provide interest 

bearing debt which can be convertible into common stock of the cannabis company rather than paid 

back at maturity or consummation of the IPO / RTO. This structure is frequently utilized by startups 

that wish to delay establishing a valuation for their company until a later round of financing or milestone. 

 

Private Investment in Public Equity  
 
7Pass will work with small and mid-sized public cannabis-related companies that face challenges in 

raising funds for working capital, expansion or acquisitions through a Private Investment in Public Equity. 

A PIPE is a private investment firm's purchase of stock in a public company, typically at discount to the 
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current market value per share for purpose of raising capital. A traditional PIPE is one in which common 

or preferred stock is issued at a set price to raise capital for the issuer, whereas a structured PIPE issues 

common or preferred shares of convertible debt.42. 

 

Public Equity 
 
7Pass will also strategically assess public equity opportunities in the cannabis community across multiple 

exchanges along with hedged positions using cannabis exchanged-traded funds (“ETF”). 
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Investment Workflow 
 

Origination 
 
7Pass intends to source investment opportunities in the cannabis industry utilizing a variety of methods. 

While attendance at national and international conferences, advertising and web searches will help 

generate leads, 7Pass believes that most of its investment opportunities will arise through the many 

local and international relationships its team and operating partners have built throughout the years. 

7Pass wants to work with individuals whom it may directly or indirectly know, who it can trust, and who 

want to operate within the parameters of the legal and regulated markets. Nevertheless, small, 

previously unknown, well-positioned opportunities may arise from anywhere and 7Pass will evaluate 

those transactions as well. In fact, as part of the 7Pass Community, 7Pass token- holders can also 

provide the investment team with leads to deals in the cannabis industry. Should the team close a deal 

based on a lead from a 7Pass tokenholder, that tokenholder will be rewarded with additional tokens. 

Once potential investments have been identified, 7Pass will complete enhanced due diligence on the 

specific cannabis companies seeking investment capital. Utilizing the team’s wide range of expertise in 

both the cannabis and financial services industries, 7Pass will conduct multiple levels of due diligence, 

which can be categorized as (i) standard deal due diligence, and (ii) cannabis-related due diligence. 

Prior to providing capital, banks and private equity firms perform standard deal due diligence on a subject 

company that is requesting funding. With its roots in the financial service industry, 7Pass is no different. 

'Standard deal due diligence' includes evaluating all the typical characteristics of a company, such as 

management team experience, technology, risk management, brand / image, formation and structure, 

customer base, local market dynamics, competition, and insurance coverage. An in-depth financial 

analysis will also be completed, based on both historical results and future projections. Ideally, 7Pass 

will look for strong management teams, secure reoccurring and/or projected revenue streams and a 

strong infrastructure. Members of the 7Pass Team will also perform site visits and have face-to-face 

meetings with management prior to approval of the investment. When deemed necessary, third-party 

business valuations or asset appraisals may be ordered to properly evaluate the transaction and its 

associated risk. 

Due to a shifting regulatory landscape, investments in the cannabis industry also require a second level 

of 'cannabis-related due diligence'. The first step is to ensure that a cannabis company is properly 

licensed and in compliance with regulatory conditions. Strict compliance with licensing laws is vital to a 

cannabis company’s survival because compliance issues create excess costs and decreased margins, or 

in a worst-case scenario result in the loss of its license, which in turn could lead to a shutdown of 

operations. Other legal and regulatory issues that require investigation, all of which differ by jurisdiction, 

include: real property concerns, compliance with local laws, advertising rules, product labeling and waste 

disposal. The members of the 7Pass Team possess the required expertise to review all of these materials, 

having managed a range of cannabis-related business in multiple states since medical legalization began 

in 1996. 

In addition to legal and regulatory matters, it is equally important to understand how a company handles 

the unique challenges of doing business in the legal cannabis industry. Relying on its knowledge of the 

industry, as well as other industry sources, the team will also review each transaction for the following: 
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   NEGATIVE NEWS / BACKGROUND CHECKS 

 

Again, while the regulators perform criminal background checks on owners of the company, the 7Pass 

Team will complete its own database searches on owners and key employees, similar to those done by 

banks during the account opening process / KYC. 

 

   CASH MANAGEMENT / BANKING (U.S.) 

 

Given how many cannabis companies are forced to operate in cash due to the unwillingness of banks to 

offer services to this industry, the 7Pass team will review their processes and procedures for soundness 

and security. 

 

   ORGANIZATIONAL STRUCTURE 

 

While the regulators ensure that only qualified people are involved in the cannabis industry, the 7Pass 

team will review to make sure the structure put in place is not used to circumvent law. 

 

Once due diligence has been completed, the 7Pass management team will collectively decide which 

transactions to approve and fund. Outside legal counsel will be engaged as needed and deals will proceed 

to funding. 

Based on the cannabis vertical, structure of the deal and the use of proceeds, the 7Pass Team may 

choose to monitor disbursements and set benchmarks for the utilization or release of proceeds. 

 

Ongoing Portfolio Management 

As an active manager, the 7Pass team of operating partners will continuously monitor all of its portfolio 

companies working to identify and address company challenges. With decades of experience in their 

respective industries, the operating partners can provide sales, marketing, supply chain and other types 

of improvements. Although many different capital providers can put money into a company and help 

with general operating improvements, in a costly environment with excessive competition, 7Pass 

believes it can provide cannabis industry-specific experience to help generate even greater sales and 

profits for the company. This in turn is intended to generate better returns for the Company and further 

appreciation in the 7Pass Token. Ultimately, a collaborative partnership will develop between the portfolio 

companies and 7Pass. Beyond keeping current with regulatory changes, being forward-thinking, and 

having operated in markets as they matured, the operating partners will bring intellectual property and 

professionalism to these portfolio companies, which will be invaluable to their results. This includes being 

fully prepared for facility inspections and meeting any and all requirements to maintain the company’s 

cannabis license. 

The 7Pass team will require as much visibility as possible into the cannabis companies in its portfolio of 

investments to ensure optimized returns. All of the investment structures previously discussed herein 

will require the constant submission of financial information no less than quarterly, which will be reviewed 

upon receipt and compared to projections. Where allowed, 7Pass will have online access to on-site 

security cameras required by regulators to monitor operations. In most situations, 7Pass will require a 

board or observer seat on the board of the company. We expect the above methods should serve as an 

early warning system for any issues arising within a portfolio company. Portfolio updates will be posted 

regularly on the website. 
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Past Transactions 
 
Members of the 7Pass Team have been actively involved in participating in a variety of investments in 

the cannabis industry, some of which are shown below. Please note that these are transactions in which 

the 7Pass team have participated in and will not initially be included in the assets of 7Pass. 
 

   Convertible debt and private equity transactions to Golden Leaf Holdings, one of the largest 

cannabis oil and solution providers in North America and a leading processing and manufacturing 

company in Oregon. Funds were used as a bridge to a RTO on a Canadian stock exchange. Realized 

returns of up to 4.5x based on multiple participants.  The company has an estimated market cap 

of CAD $135 million as of May 18, 2018. 

   Convertible debt transaction and separate bridge debt transaction to ANM Inc. (“Halo”), an Oregon 

cultivation, manufacturing and processing company. Funds are being used to provide growth and 

working capital.  ANM, Inc., which does business as Halo Labs, and Apogee Opportunities Inc. 

announced that they have entered into a binding letter of intent to complete a business combination 

transaction.  The company has filed for listing on the NEO Exchange, a Canadian stock exchange, 

and expects to be listed in the 4th quarter of 2018.  The company has already raised in excess of 

CAD $12 million as of June 2018. 

   Investment in “Everyone Does It”, an online retailer of ancillary cannabis products and 

paraphernalia which sold to Namaste Technologies (CSE: N), the largest online retailer for medical 

cannabis delivery systems globally. Namaste distributes vaporizers and smoking accessories 

through e-commerce sites in 26 countries and with 5 distribution hubs located around the world. 

Namaste has majority market share in Europe and Australia, with operations in the UK, U.S., 

Canada and Germany and has opened new supply channels into emerging markets including Brazil, 

Mexico and Chile. Namaste has a market capitalization of approximately CAD $990 million in 

September 2018. 

   Seed investment in Emerald Health Therapeutics, a Health Canada Licensed Producer of medical 

cannabis. A vertically integrated, seed-to-sale enterprise, Emerald has combined core competencies 

from decades of experience in pharmaceutical innovation with large-scale agriculture expertise. 

They are at the forefront of developing knowledge and products that provide wellness and health 

benefits from cannabis. Emerald has a market capitalization of approximately CAD $740 million in 

September 2018. 

   Convertible debt transaction to Xtraction Services, a turn-key extraction solutions company 

providing mission critical equipment, service, and expertise. The Company’s business model 

includes providing the equipment to its clients at no upfront cost in exchange for a simple monthly 

royalty, creating an alignment with the clients’ goals.  The company just completed a US $2 million 

Series B raise, which oversubscribed at almost US $2.8 million.  

   Private equity investment into a company that earns licenses in various jurisdictions for use or 

resale. To date, the team has a success rate of 82% earning over 42 licenses in multiple states. 

   Private equity transaction in a multi-state distribution supply chain management company focusing 

on distributing “picks and shovels.” 

Constantly active in the industry, members of the 7Pass Team have already begun sourcing deals in 

advance of launching the 7Pass Token. We expect this will allow the team to put the money to work 

immediately, generating reasonable rapid returns for the company and appreciation of the token. The 

team believes it can appropriately invest the raised capital into diversified projects within a period of 24 

to 36 months. 
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Token Issuance Summary 
 

Token Name: 7Pass 

Token Symbol: 7PASS 

Token Execution Environment:  Ethereum blockchain 

Token Standard: Ethereum EIP-20 (previously known as ERC-20)  

Token Sales Currencies: Ether (ETH), Bitcoin (BTC), Bitcoin Cash (BCH), 

Polymath (POLY), USD, CAD, EURO 

Token Distribution 

Pre-Sale: 40,000,000 

Token Generation Event: 165,000,000 

Management / Founding Tokenholders: 195,000,000 

Future Use: 600,000,000 

  

Total Tokens Created: 1,000,000,000 

  

Minimum Sales Target incl. Pre-Sale: Equivalent of USD $5,000,000  

Sales Cap: Equivalent of USD $51,125,000 

Minimum Purchase Amount: Equivalent of USD $10 

  

Pre-STO (Pre-Sale) Date: TBD 

Token Generation Event: TBD 

  

Pre-STO (Pre-Sale) Discounts: 

First tranche of 10,000,000 20% Discount 

Second tranche of 10,000,000 15% Discount 

Third tranche of 10,000,000 10% Discount 

Fourth tranche of 10,000,000   5% Discount 

  

Token Sale to be announced on: www.7PassToken.com 
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Proposed Exchanges 
 

7Pass is in discussions with multiple exchanges in various jurisdictions.  Each cryptocurrency exchange 

has different criteria and time frame for accepting and listing new security tokens for trading.  We will 

be using the Polymath ST20 platform standard for security tokens.  While security token standards are 

not required for listing on certain exchanges, we believe that using the Polymath ST20 platform standard 

makes the approval process faster. Currently, the ST20 platform is accepted by Open Finance and 

Polymath is also in discussions with additional exchanges for the furthering of the use of their standard. 

 

Eligible Participants 
 

Only accredited non-U.S. persons (as defined in Regulation S under the Securities Act) will be eligible to 

participate in the offering. This offer is not being made in the United States or to participants in the 

People’s Republic of China or Singapore. We may choose to permit a limited number of accredited 

investors in certain states in the United States to participate in a concurrent private offering. As the 

regulatory environment evolves, the 7Pass Team will revisit the possibility of including investors in these 

areas.   

 

Growth Strategy 
 

We seek to grow the value of the company and 7Pass Tokens by investing the proceeds into projects we 

believe have potential for attractive returns. We also may enter into partnerships within the 

cryptocurrency and cannabis industries and create awareness of the 7Pass Token through a robust 

marketing campaign. 

 

Smart Contract 
 

The smart contract is a set of digitally defined protocols or instructions that execute automatically after 

specific conditions are met. Smart contracts enable exchange of funds, digital or physical assets, or 

anything of value in a transparent and conflict-free way without using a middleman. Ethereum smart 

contracts work on the Ethereum network and blockchain. 

 

Smart contracts include programming code with functions that can also interact with other smart 

contracts, send or transfer payments, record data, execute predefined commands and make decisions. 

The contracts are governed by the terms defined by their creators; however, the Ethereum network 

manages their implementation and execution. The smart contract will generally remain valid and be 

executable as long as the whole network is live and become invalid only if it is programmed to self-

destruct. 
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7Pass Structure 
 

Corporate Structure 
 

7Pass Tokens are issued by 7Pass Holdings (“7Pass”), a Sociedad de Responsabilidad Limitada formed 

under and governed by the laws of the Republic of Panamá. 7Pass Holdings is a wholly-owned subsidiary 

of I.C.E. Malta Limited, formed under and governed by the laws of the Republic of Malta. 

 

No 7Pass entity has been registered as an “investment fund” or similar designation in any jurisdiction. 

7Pass may modify its ownership and investment structure in its sole discretion as determined to be 

necessary or advisable to pursue investment opportunities, to maintain compliance with applicable laws, 

and otherwise at the discretion of 7Pass. 

 

Investment Structure 
 

7Pass Tokens are intended to represent a proportional interest in the overall investments and assets of 

7Pass. 7Pass Holdings may make direct investments, but 7Pass currently expects primarily to make 

investments through perpetual operating investment companies that will invest directly or indirectly in 

the cannabis sector globally and which are wholly-owned subsidiaries of I.C.E. Malta Limited and affiliates 

of 7Pass Holdings. 7Pass Holdings expects to loan the net proceeds of the 7Pass Token Sale to these 

perpetual operating investment companies for use in cannabis investments in exchange for interest and 

a right to 50% of net proceeds from such investments pursuant to the terms of an investment agreement 

between 7Pass and these perpetual operating investment companies. Under the terms of the investment 

agreement, net proceeds is defined as Net proceeds is defined as gross proceeds minus operational and 

deal costs of the subsidiary. Operational and deal costs may include office space, expenses, salaries, 

local taxes, federal taxes, deal fees, deal bonuses, legal fees and other general operational expenses 

and possible investment losses. As a result, the primary assets held by 7Pass are expected to be a note 

from the perpetual operating investment company and the right to receive 50% of the net proceeds 

earned by the perpetual operating investment company. 7Pass and these perpetual operating investment 

companies may amend this structure in the future for tax, regulatory or any other reason. 

 

No Shareholder Rights 
 

7Pass Tokens are not considered part of capital stock of 7Pass and do not confer any voting, dividend or 

other shareholder rights. As a result, shareholders have rights to take all actions permitted by 

shareholders under Panamanian law including without limitation the right to approve the merger or 

liquidation of 7Pass. 

 

Redemption, & Repurchases and Lock-Up of Tokens 
 

7Pass tokenholders do not have any right to have their tokens redeemed. 7Pass currently expects to 

repurchase 7Pass Tokens from time to time from the proceeds of 7Pass investments. Such repurchases 

could be done on cryptocurrency exchanges, in private transactions or otherwise and could have an 

effect on the price of 7Pass Tokens. The magnitude and timing of any such repurchases, if commenced, 

is subject to the discretion of 7Pass and may be discontinued at any time.    
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Rights of 7Pass Tokens in the Event of Liquidation 
 

In the event of a liquidation, insolvency or similar proceeding of 7Pass, 7Pass intends for tokenholders 

to be senior to shareholders and junior to creditors of 7Pass and senior to shareholders. However, 

cryptographic tokens are relatively new and not set forth under Panamanian corporate law and the 

treatment of 7Pass tokenholders in the event of any insolvency or similar proceeding may be uncertain. 

These rights are independent from the possible appreciation of the 7Pass Token. 

 

Leverage 
 

7Pass does not maintain any fixed policies with respect to incurring debt in connection with investments. 

Accordingly, holders of 7Pass Tokens could be subject to the risk of indebtedness. 

 

Modifications of Rights of 7Pass Tokenholders 
 

The terms of 7Pass Tokens may only be modified with the written consent of 7Pass and the agreement 

of at least 33% of tokens then outstanding. 

 

Resale Restrictions 
 

7Pass Tokens may not be offered in the United States or to U.S. Persons. 7Pass tokens are not generally 

being offered in the United States or to U.S. persons. On a case-by-case basis, 7Pass tokens may be 

sold directly by 7Pass to a limited number of U.S. persons in transactions exempt from registration under 

the Securities Act of 1933, as amended. In order for 7Pass not to be subject to the registration 

requirements of the Investment Company Act of 1940, outstanding securities may not be beneficially 

owned by more than 100 U.S. persons who meet the condition with respect to beneficial ownership 

contained in Section 3(c)(1) of the Investment Company Act. To the extent practicable, we plan to seek 

to prohibit any transfers that would cause more than 100 U.S. persons to beneficially own 7Pass Tokens 

and may issue a separate class of tokens limited to U.S. persons intended to prevent more than 100 

U.S. persons from beneficially owning 7Pass Tokens. 7Pass reserves the right to enforce 7Pass token 

transfer restrictions using any means it determines appropriate in its discretion.  Additionally tokens will 

be subject to a lock-up.  
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7Pass Technology & How to 
Acquire 
 
A 7Pass Token is an EIP-20 token built on the Ethereum blockchain and makes use of the smart contracts 

that Ethereum blockchain has to offer. 

 

7Pass has made it extremely easy for investors to buy these tokens with a wide range of cryptocurrencies. 

Besides traditional payment methods, 7Pass will utilize most of the major cryptocurrencies available as 

payment options for community participants. Interested participants just need to register on the 

7PassToken.com website to get started, where they will find step-by-step instructions on how to 

participate in the token sale. 

 

7Pass Tokens will be distributed to buyers at the end of a successful token sale. All purchased 7Pass 

Tokens will be generated and sent directly to the purchaser’s hosted account wallet or to an EIP-20-

enabled wallet address provided by the purchaser. 

 

The 7Pass Platform will be accessible on the 7Pass website and will include management features which 

are required for a seamless operation from a participant's perspective. Once logged-in to the platform, 

the user will have access to the 7Pass Wallet, where existing or new participants will be able to purchase 

new tokens or transfer their existing holdings in full or in part. Individuals who are buying 7Pass Tokens 

with Ether need to make sure Ethers are sent to the 7Pass Wallet from an EIP-20-enabled wallet, 

otherwise their Ether might get lost or returned.  

 

The 7Pass Platform will have features that make the company’s inner workings as transparent as possible 

and help 7Pass Community participants easily understand which cannabis companies the token sale 

proceeds are being invested in. 

 

Here is broad overview of what participants/holders of the token will see in their account after they have 

logged in to the platform: 

 
 7Pass Wallet 

 Buy / Sell / Transfer options with history of all transactions       

 Alerts (set predefined actions to sell or purchase 7Pass Token or send auto email reminders)       

 7Pass Feedback Section 

 7Pass Platform will also secure all user accounts with 2-Factor authentication 

 Number of Projects shortlisted for investment 

 Amount segregated for investment in shortlisted projects       

 Investment percentage in each business vertical within the cannabis industry 

 

After successful completion of the token sale, the development team will incorporate a blockchain linked 

feedback system that will be tied to every investor’s unique wallet and account on the website. This 

unique feedback system will be used by management to get direct input and feedback from all community 

participants on what existing or startup businesses to consider for investment. This feedback system will 

also be used for prioritizing development works and finalizing new features that should be added to the 

platform. 
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The technical solution for 7Pass consists of three main elements: user interface, asset management 

infrastructure and smart contracts on Ethereum blockchain.  The asset management infrastructure 

includes a payment processor module, asset parser module, and investment management engine. Each 

module shall have subsequent smart contracts as required, in addition to the smart contracts system 

that shall control production, distribution and management of the 7Pass Tokens. 

 

Polymath Security Token Platform 
 

Polymath's role in security tokenization could be best described as that of a financial printer, i.e. 

Polymath provides the technology required to reserve a ticker symbol, create a security token and 

configure/schedule a security token offering.  Security tokens created with the Polymath dApp can only 

be bought-by and sold-to investors whose ethereum address is on the issuer-controlled 

whitelist (outcome of the KYC/AML/accreditation process), so that both primary and secondary trades 

are subject to the conditions issuers have set in their token. Issuers can set additional properties 

to the security token such as: 

 Maximum number of investors 

 Maximum percentage ownership per wallet address (i.e. no investor can own more than x% of the 

total supply of tokens. *Note that specific investors can be exempt of that limit) 

 Buy lockup (i.e. investor cannot buy tokens from anyone but the STO before a given date) 

 Sell lockup (i.e. investor cannot sell their tokens to anyone before a given date) 

 KYC/AML expiry date (i.e. investors cannot sell or buy tokens until their KYC/AML is refreshed) 

Additionally, Polymath has built a broad ecosystem comprised of Advisors, Law Firms, KYC Providers, 

Marketing Agencies, Transfer Agents, Custodians and Exchanges to deliver both continuous compliance 

and a pathway to liquidity for Polymath created Security Tokens. 
 

Token Management 
 

The token is managed through a system of contracts on the Ethereum blockchain based on the ERC20 

token standard, with additional functionality for asset management. 

 

Tangible Assets 
 

The code will be available through GitHub public repository and all security analysis will be available for 

review. 

 

KYC/AML Compliance 
 

To safeguard token buyers, we are utilizing the latest technology for identity verification. All users would 

need to register and verify their accounts on our website. After account setup, users would need to go 

through the KYC/AML process to participate in the 7Pass Token sale. This ensures full transparency and 

verification of every contributor in the 7Pass Token sale. 

 

After accepting the Terms & Conditions and uploading the required documentation, users will be notified 

immediately or through email on successful verification of their KYC documents. Only after this 

confirmation will a user be allowed to participate in our token sale. engine. Each module shall have 

subsequent smart contracts as required, in addition to the smart contracts system that shall control 

production, distribution and management of the 7Pass Tokens. 
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7Pass Team Bios 
 
The 7Pass management team and operating partners have an uncommon degree of direct day-to-day 

cannabis business experience having managed over $80 million in combined annual revenue (2017) 

through vertically-integrated retail, processing and cultivation operations. In addition to cannabis-specific 

industry experience, the team has a history of success building and managing a wide array of businesses 

in the areas of banking, financial services, marketing, and technology. 

 

James Francisco A. Turner 
SENIOR MANAGING PARTNER 

 

Francisco has over 20 years of experience in leading strategic planning, mergers and acquisitions, 

corporate financial planning, investor relations, and capital offerings. He currently serves as the CEO of 

Inner Circle Enterprises, a royalty-based finance company; Managing Director of SWL Partners, a 

cannabis branding, operations and finance firm; and Board Advisor and Managing Noteholder of Halo, a 

leading cannabis oil and concentrate company. Francisco previously served as the Interim President & 

Chief Financial Officer, and Chief Strategy Officer for Banc of California where he oversaw the firm’s 

expansion from US $3.6 billion to over US $11 billion in assets. He also served as the head and Managing 

Director of Institutional Banking for The Bancorp Bank (NYSE:TBBK), Bancorp then had over US $1 trillion 

in client relationships. Prior to Bancorp, he was a Board Member and head of Business Development of 

Transact Network, a leading European e-money institution, which was sold to The Bancorp Bank. He was 

an investment professional at Spectrum Equity Investors, a US $5 billion private equity fund, helping 

open the London office and started his career at Bank of America Robertson Stephens. Francisco received 

his A.B. from Harvard University. He also trained as an Olympic track and field athlete and competed in 

the 2006 and 2008 World Team Padel Championships for the USA Padel team. 

 

Marlin Smith 
SENIOR MANAGING PARTNER 

 

Marlin has over 22 years of experience in finance, risk management, business development and 

consulting at JP Morgan, Citigroup Global Markets, and as founder of Endgame Development. Previous 

clients have included among others: LA Dodgers, Anabi Oil, Chesapeake Regional Healthcare, Conqur 

Endurance Group (LA Marathon) and the University of Southern California. Marlin currently serves as 

CEO of SWL Partners, a branding, operations and private equity firm and Chief Strategy Officer of Inner 

Circle Enterprises, a royalty-based finance company. He previously served as an executive officer of a 

vertically integrated cannabis company generating over $70 million in revenue. Marlin received his A.B. 

(honors) from Harvard University and MSc and MPhil degrees from the London School of Economics with 

specializations in international relations, economics and finance. Marlin has held series 7, 24, 63, 66 

financial licenses and insurance licenses in several U.S. states. He is also a member of the Young 

Presidents’ Association (“YPO”) and was featured in Worth Magazine’s August-September 2015 issue, as 

well as LA Magazine in 2017 as a leading financial advisor. 
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Theodore Ray 
SENIOR MANAGING PARTNER 

 

Ted recently led a successful sale of a business unit from Banc of California. He grew a nascent business 

to over US $6 billion in production yearly, with gross revenues in excess of US $200 million per year. He 

managed approximately 1,000 people under his responsibility, while building and growing a highly 

profitable business, in a highly regulated industry at a highly regulated time. Ted during his tenure helped 

Banc of California grow from US $800 million in assets at his start, to over US $11 billion at the time of 

sale of his business unit. Ted has worked or owned multiple banks, mortgage banks, real estate firms, 

and asset managers of varying sizes. Ted possesses extensive organizational management, accounting, 

economics, marketing and business development experience. Ted received his BS-international business 

degree at the University of Redlands where he also played football. 

 

Scott Canalichio 
PARTNER, PORTFOLIO MANAGEMENT 

 

With over 13 years of experience in both commercial and institutional banking positions on both the East 

and West Coast, Scott has garnered extensive experience in financial engineering, commercial loan 

structuring, and financial analysis. He currently serves as Chief Investment Officer of Inner Circle 

Enterprises, a royalty-based finance company. Most recently, he was the youngest Senior Director at 

Banc of California, voted one of America’s fastest growing banks each year during his 3+ year tenure. 

Supporting the Institutional Banking division he helped start, Capital Finance -- he originated and 

managed a portfolio comprised of over $400 million of loans secured by alternative assets such as life 

settlements, pre-settlement legal advances, P2P consumer loans, solar leases, and securities-backed 

lines of credit. At Banc of California, he also served as Interim Director of Operations and VP of Credit 

Administration while those positions were vacant. Prior to moving out to California, Scott worked at The 

Bancorp Bank, a unique branchless, private bank with $4.4 billion in assets. During his time there, he 

held a variety of credit positions including: Portfolio Department Manager, Portfolio Manager and Senior 

Credit Analyst. Before Bancorp, he worked as both a Small Business Credit Analyst and a Small Business 

Loan Representative II at Commerce Bank, now TD Bank. Scott holds a BSc in Economics from the 

University of Pennsylvania. 

 

David Cho 
PARTNER, MARKETING & BRANDING  

 

David is currently a visiting lecturer at the University of Michigan teaching his own self-developed 

undergraduate course on sports marketing, branding and sponsorship. David was formerly the NBA 

Partnership Director for Adidas Basketball Sports Marketing, where he managed all elements of Adidas’ 

11-year global partnership with the NBA, from on-court uniforms and outfitting, to the U.S. and 

international retail licensed businesses, as well as all event, sponsorship and marketing activities with 

the league and the individual NBA teams. David has been featured as a company spokesperson at both 

activations and general industry events, across Broadcast (ESPN, TNT) and Print (USA Today, New York 

Daily News, Sports Illustrated, SLAM, Complex, Esquire) media. Prior to Adidas, David held both brand 

and strategy positions at Nike where he was an integral part of their global brand category offense. David 

holds an A.B. in Biochemical Sciences from Harvard University where he was a four-year starter and 

captain of the varsity volleyball team. He is published as the first or second author in three different 

peer-reviewed scientific journals including the Journal of Orthopedic Research. He also holds a 

J.D./M.B.A. from the University of Michigan and is a member of the State Bar of California. 
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Kiran Sidhu 
PROCESSING & MANUFACTURING 

 

Kiran is currently CEO of ANM, Inc. a leading cultivator, infused products processor and distributor in 

Oregon, California and Nevada. Kiran also is a board member and audit committee chairman of Namaste 

Technologies (CSE: N) that is Canada’s largest web retailer of cannabis and cannabis related products. 

He was an early stage investor in Golden Leaf Holdings (CSE: GLH) and Emerald Therapeutics, Inc. 

(CVE: EMH). Prior to entering the cannabis industry five years ago, Kiran was the Executive Chairman 

of Transact Network, a leading European e-money institution, which was sold to the Bancorp Bank (NYSE: 

TBBK). Earlier in his career, he was an investment banker with Merrill Lynch in mergers and acquisitions 

and a senior manager with Price Waterhouse in Strategic Consulting. Kiran has an A.B. (honors) in 

Computer Science from Brown University and an M.B.A. in finance from the Wharton School of Business 

at the University of Pennsylvania. 

 

Nichole West 
COMPLIANCE & LICENSING 

 

Nichole is an expert in cannabis licensing, compliance, and operations with over 11 years of cannabis 

industry experience. She previously served as Senior VP of Operations for a Colorado-based cannabis 

company, where she was responsible for building retail revenue from $26 to $70 million from 2015 to 

2017. She has obtained over 22 licenses while managing operations or sales for several industry leaders, 

including Kind Love, Tru Cannabis, and WeedMaps. Nichole has collectively overseen $200 million of 

legal cannabis sales and scaled 100,000 sq. ft. of cultivation space. She is experienced in consulting city 

and county municipalities throughout California on cannabis law and served as a board member of a city 

licensed not-for-profit retailer in Long Beach, California. Her philanthropic and educational work includes 

participation with organizations such as Weed for Warriors, CWCBE, the Marijuana Business Conference 

and Expo, and Clover Leaf University. She was Cannabis Business Awards 2017 winner of ‘Woman of the 

Year’, was acknowledged by Marijuana Venture Magazine in June 2016 as the industry’s ‘Top 40 Under 

40’ and was highlighted for her work on the cover feature of Marijuana Business Magazine in 2017. 

 

Ryan Kunkel 
RETAIL OPERATIONS 

 

Ryan currently serves as CEO of Have A Heart Compassionate Care, a retail cannabis business in 

Washington, Oregon and Hawaii. Ryan has built six adult-use cannabis retail stores that currently hold 

the top revenue position in the state of Washington. Previously, he has operated ten businesses in the 

cannabis industry, including five medical cannabis retailers, a delivery and logistics company, and two 

lounges. Ryan and Have-a-Heart, were featured in Marijuana Venture Magazine (Dec 2017). In addition, 

Ryan has directed two Political Action Committees (“PAC”), is a member of NCIA, and has influenced the 

successful passage of 13 legislative bills and ordinances at the state, county, and municipal levels across 

Washington State. Ryan was selected as one of the ‘100 Most Influential People in Cannabis’ by High 

Times magazine in 2018.  
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Bikram Dhawan 
TECHNOLOGY 

 

Bikram is an Information Technology professional with more than 14+ years of experience in e-commerce 

& payment solutions, affiliate marketing, web/software development, search engine optimization (SEO) 

and online marketing. He has over 5 years of experience in finance, specifically risk management, online 

payment processing technologies and payment gateway. He has more than 14 years’ experience in 

FOREX and Commodities trading. Bikram has been actively trading cryptocurrencies since 2013 and has 

regularly consulted entrepreneurs and companies on blockchain and Initial Coin Offerings (“ICO”). He 

completed his education from IMI Lucerne, Switzerland. 

 

Rene Bharti 
CANADIAN CAPITAL MARKETS 

 

Rene currently is the co-founder and executive chairman of ARHT Media. He also serves as a Independent 

Director at Jourdan Resources, Inc. and the EVP of Forbes Currency Management at Forbes & Manhattan 

Inc.  Over a 20-year career, he has held several key roles in both public and private companies, including 

those in the resource, technology and entertainment industry. Rene has helped raise over US $500 million 

dollars for various enterprises. He has been instrumental in getting the initial financing for several 

technology companies linked to holograms, artificial intelligence and the augmented reality arenas. Rene 

co-founded ARHT Media, along with legendary singer Paul Anka, with the aim of creating the world’s 

most lifelike digital humans to conduct e-commerce in a unique and viable platform. He holds a Bachelor 

of Commerce (Honors) from Queens University. 

 

Chris Alameddin 
APPLIED SCIENCE 

 

Chris is the Founder and President of COWA Science, a nutrients and supply chain management company. 

He is also the Principal and Technical Director at Integrity Applied Science. Chris previously served as 

Strategic Account Manager and Technical Development Specialist at Univar and was former Senior 

Chemist and Technical Services Manager at Magnablend. He has a proven track record of 

accomplishment in business development and applied science, with specializations in lab design, quality 

control, hazard analysis, product and process development, raw material sourcing, formulation, technical 

sales and marketing. Chris received a B.S. in Chemistry with a minor in Psychology and his MSc in 

Applied Physics from the University of Texas at Dallas. 

 

David Ulick 
MEDICAL RESEARCH 

 

David is the Chair of the Emergency Medicine Section at the Huntington Memorial Hospital. He previously 

worked at Cedars-Sinai, Victor Valley Medical Center, and Queen of the Valley Hospital System. David 

has 15 years in the medical field, holds two board certifications in Emergency and Hyperbaric Medicine, 

and has published several research papers, articles and textbook chapters on cancer, hyperbaric research 

and medical best practices. David works on consulting projects for Ernst & Young and Georgetown 

University with a focus on health care industry services and computer information systems, and was the 

winner of the 1998-99 National Cancer Society of America Research Award. He has been recognized as 

a Pasadena 'Top Doctor' Award Winner for four consecutive years (2014-2017). In addition, David is a 

member of American Academy of Emergency Medicine (“AAEM”), American College of Emergency 
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Physicians (“ACEP”), and American Medical Association (“AMA”). He received a B.S. in psychobiology and 

history from UCLA, as well as Certificate in Healthcare Management and MD from Georgetown University. 

 

Alex Campbell 
CULTIVATION 

 

Alex is an experienced cultivation expert, cloning specialist, cannabis activist and independent filmmaker. 

Alex previously served as production executive at Addis-Wechsler & Associates, one of the first Hollywood 

management companies to combine A-list talent representation with feature film and television 

production. His independent producing credits include “The Unsaid,” “American Casino,” “Shaquille,” 

“Melvin Goes to Dinner,” and “You Stupid Man,” starring Milla Jovovich and Denise Richards. Alex 

produced “Super High Me,” a documentary on the California cannabis industry for Netflix, which became 

one of the highest grossing documentaries released in 2008. In 2008, he opened Oaksterdam Nursery in 

Los Angeles, the first medical cannabis cultivator to provide a trusted source of genetics around the state 

of California. He has over a decade of experience in advising dispensaries in California on cultivation, 

compliance and operations. Alex received his B.A. from the University of Southern California’s School of 

Cinema-Television. 

 

Nima Korpivaara 
LEGAL 

 

Nima practices in the fields of corporate, investor and family immigration law, representing large and 

small clients within a variety of industries. Through his network, he has helped raised over $1 billion in 

international capital for domestic real estate developments. Nima joined David Hirson & Partners, LLP in 

2014, where he is a nationally recognized expert in the field of EB-5 law, advising numerous regional 

centers, developers, and project principles on program compliance. Prior to joining David Hirson & 

Partners, LLP, Nima worked with David Hirson at a previous firm, where he worked in the firm’s EB-5 

practice. Additionally, Nima worked in-house for a large information technology company, Compuware, 

in the Midwest. He was also an associate at Fragomen, a top 50 AmLaw Firm. He received his J.D. from 

the University of West Los Angeles and graduated from the University of Denver, with a degree in Political 

Science. 

 

Ismael Peinado 
ENGINEERING 

 

Ismael currently serves as the VP of Global Operations of a company with an extensive fully distributed 

network of over 500 development engineers, and as a CTO and security consultant for several ICO 

startups in the blockchain and retail space which have raised over US $600 million in funding. He was 

formerly the CEO and Co-Founder of Blue4, a groundbreaking distributed multimedia system which is 

still in active use in the aerospace and entertainment industry. He has over twenty years of experience 

in providing commercial, operational and technical leadership for innovative B2B, B2C and government 

organizations from early stage startup to large high growth market leaders. 
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Desirae Palma 
ADVISOR 

 

Desirae Palma is Co-Founder and Chief Innovation Officer at Imagining Human (IH). She leads the 

development of the innovative strategies, frameworks, and solutions that enable IH to map, translate, 

and apply human sciences to deep technological applications. Desirae brings to Imagining Human a 

unique ability to materialize the human sciences and create tangible applications for technology. 

  

Her vast expertise in deciphering and applying cognitive and social neuroscience, leveraging 

neurobiological and psychological drivers to organizational culture and strategic transformation, have 

positioned her as a leading trusted advisor to CEO’s and Executive Teams from top global Fortune 100 

companies. 

  

Before IH, Desirae was Vice President of the NeuroLeadership Institute leading an extraordinary team of 

scientists, researchers, and practitioners in the design, development, and application of neuroscience to 

leadership, culture, strategy, and performance management.  Desirae’s key clients included leading 

global Fortune 100 and 500 organizations ranging from technology, healthcare, financial services, and 

manufacturing.  She is a graduate of UCLA Anderson’s Executive Program and serves on various 

Executive Boards. 

 

Hemu Nigam 
ADVISOR 

 

Hemanshu (Hemu) Nigam is the founder of SSP Blue, a leading advisory firm for online safety, security 

and privacy challenges facing corporations and governments. A veteran of online security, he brings over 

20 years of experience in private industry, government and law enforcement. He has been featured on 

BBC, BusinessWeek, CNN, Financial Times, Fox News, The New York Times, The Wall Street Journal, 

Good Morning America, and the CBS Early Show. 

 

Hemu was formerly the Chief Security Officer for News Corporation's numerous online properties including 

MySpace, responsible for protecting the personal information of over 200 million users around the world 

and implemented technology to identify and remove criminals from the social networking site. Prior to 

that he led a global initiative at Microsoft to build safety standards into products from Xbox to MSN to 

Windows, where he collaborated with the U.S. Secret Service, Interpol and the FBI to develop Microsoft's 

Antivirus Reward Program. Hemu was also formerly Vice President of Worldwide Internet Enforcement at 

the Motion Picture Association of America where he spearheaded a global effort to combat online movie 

piracy for the major Hollywood studios. Prior to that he served as a federal prosecutor for the U.S. 

Department of Justice, an advisor to The White House on cyberstalking and a deputy district attorney in 

Los Angeles County. Hemu began his career as a deputy district attorney in Los Angeles County 

specializing in prosecuting sexual assault and child abuse cases. 

 

He earned his Juris Doctorate from Boston University School of Law and his bachelor’s degree in 

government and political theory from Wesleyan University. Hemu is a member of the State Bar of 

California and Washington. 
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Marlon Wayans 
ADVISOR 

 

Marlon is an actor, comedian, screenwriter and film producer currently starring in his own sitcom, Marlon, 

whose second season is set to premier on NBC in 2018. In 2016, he wrote, produced and starred in the 

movie, Fifty Shades of Black. In 2000, he had a dramatic role in Darren Aronofsky's critically acclaimed 

Requiem for a Dream. He produced and co-starred in the first two films of the Scary Movie series and 

formerly co-starred in the WB sitcom, The Wayans Bros. with his brother Shawn Wayans. He began his 

career on the groundbreaking comedy series In Living Color. 

 

Marlon is the youngest of ten siblings and attended the LaGuardia High School of Music & Art and 

Performing Arts and then Howard University. He is an investor in a wide variety of companies ranging 

from early stage technology, hospitality and cannabis ventures. 
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Glossary of Terms  
 
ADULT-USE – refers to the use of cannabis just for its psychoactive, botanical, and other properties with 

any medical justification as a secondary or unnecessary motivation. 

AML – ANTI-MONEY LAUNDERING – The U.S. financial services regulatory bodies maintain a set of rules 

intended to detect and report suspicious financial transactions. Anti-money laundering (AML) refers to a 

set of procedures, laws and regulations designed to stop the practice of generating income through illegal 

actions. 

BLOCKCHAIN – is a technology for writing and reading a digitized, decentralized, public ledger. 

Constantly growing as ‘completed’ blocks (the most recent transactions) are recorded and linked by 

cryptographic hash pointers in chronological order. The distributed and public nature of a blockchain 

allows participants to keep track of transactions without central recordkeeping. Each node (a computer 

connected to the network) maintains a copy of the blockchain and participates in the consensus 

mechanism of the network. 

BUTANE HASH OIL – BHO – is a marijuana extract that is favored by cannabis users because of its high 

THC content. It tends to contain THC levels of 60 to 90 per cent. It is created by using butane as a 

solvent to extract the oil from dried cannabis plant material. 

CANNABINOIDS – are the chemical compounds unique to cannabis that act upon the human body’s 

cannabinoid receptors, producing various effects including pain relief and other medically beneficial uses. 

Marijuana’s most well-known cannabinoid is THC due to the fact that it is the most abundant, and also 

because it produces the psychoactive effects (or the 'high') that drives the plant’s use by some users. 

However, there are over 110 known cannabinoids all with varying effects. 

CANNABIS – is a plant genus that produces three species of flowering plants: Cannabis sativa, Cannabis 

indica, and Cannabis ruderalis. Cannabis sativa and Cannabis indica are used to produce cannabis 

products. Cannabis ruderalis is rarely farmed due to its natural lower THC content and small stature, 

but there is some crossbreeding thanks to ruderalis unique ability to auto-flower rather than mature 

based on light, so there is potential for this variety to grow in popularity. 

CBD – is the abbreviation for cannabidiol, one of the at least 85 cannabinoids found in cannabis and the 

second only to THC when it comes to average volume. Recently, CBD has gained support for its use as 

a medical treatment as research has shown it effectively treats pain, inflammation, and anxiety without 

the psychoactive effects (the 'high' or 'stoned' feeling) associated with THC. High CBD strains, such as 

Harlequin, are being bred more actively and appearing more frequently on the market. 

CO2 OIL – is a cannabis concentrate, made from the Supercritical CO2 extraction process. Supercritical 

CO2 is a fluid state of carbon dioxide held at or above the critical point of temperature and pressure, 

which can be used as a solvent in the cannabis extraction process. 

CLONE / CLONING – refers to a clipping from a cannabis plant, which can then be rooted and grown 

through a cloning process of the mother plant, from which the clone was cut. 

CONCENTRATES – are a potent consolidation of cannabinoids that are made by dissolving cannabis in 

its plant form into a solvent. The resulting product has very high THC levels (generally more than flowers 

or hashish), and can produce varying products that range from thick sticky oils (BHO) to moldable goo 

(budder/ wax) to resinous bits (shatter). Referred to by a variety of slang terms, the classification of 

concentrates is often dependent on the manufacturing method and the consistency of the final product. 
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CRYPTOCURRENCY – is a type of blockchain asset intended to be used as a store and record of value. 

CULTIVATOR / CULTIVATION – used to refer to the person / enterprise that is literally growing cannabis 

plants. 

EDIBLES – are medicated edible goods that have been infused with cannabis extracts. They are 

commonly baked goods such as cookies and brownies, but options as varied as flavored coffee drinks, 

breads, and candies exist as well. Retailers also often sell cannabis-infused butters or oils for patients 

or consumers to make their own edibles. Consuming edibles means the active components from the 

extracts require longer to take effect as they need to be absorbed through the digestive system. 

ENDOCANNABINOID SYSTEM – is a biological system composed of endocannabinoids, which are 

endogenous lipid-based retrograde neurotransmitters that bind to cannabinoid receptors, and 

cannabinoid receptor proteins that are expressed throughout the mammalian central nervous system 

(including the brain) and peripheral nervous system. 

ERC20 – is a standard developed for tokens to operate over the Ethereum blockchain describing the 

basic functionality and interoperability of tokens.     

ETHEREUM – Launched in 2015, Ethereum is a popular decentralized, peer-to-peer blockchain network 

offering a Turing-complete virtual machine that allows for ‘smart contracts’ or scripts that are executed 

by each node in the network as part of the consensus mechanism. For more details please visit: 

https://ethereum.org/ 

ETOH – is a shortened medical abbreviation for the word ethanol or ethyl alcohol. 

EXTRACTION — It is the process of obtaining THC-rich cannabis concentrates from the marijuana plants. 

The concentrates are produced in a scientific manner that utilizes solvents like butane, alcohol or carbon 

dioxide. The methods for extraction include BHO, ethanol or supercritical CO2, water processes. 

FDIC – The Federal Deposit Insurance Corporation (“FDIC”) is the U.S. corporation insuring deposits in 

the United States against bank failure. The FDIC was created in 1933 to maintain public confidence and 

encourage stability in the financial system through the promotion of sound banking practices. 

HEMP – is a fibrous product that can be produced from the male cannabis plant and can be used in the 

manufacture of rope, paper, beauty products, and a vast array of other products. Hemp plants have no 

value as a drug since they are males. However, they are still considered illegal in the United States. 

HYDROPONICS – refers to a system of gardening that does not use soil. Plants are grown in water and 

receive their nutrients from the addition of solutions rather than soil. For growers, hydroponic advantages 

include more control over nutrient intake and stability. In terms of cannabis production, plants grown 

hydroponically are sometimes said to have cleaner, more distinct flavors. 

INFUSED PRODUCT – wholesale raw cannabis product and transformed into consumer products such as 

edibles, lotions, oils, lubricants, lip balms, toothpaste, and so on. 

KNOW YOUR CUSTOMER / KYC – guidelines for the financial industry intended to prevent criminal money 

laundering by having institutions understand the source of customer funds. 

MARIJUANA – Marijuana is the general term for female cannabis plants or their dried flowers. Females 

are distinct from male plants in that they are the ones that produce flowers that contain the high 

percentage of cannabinoids that hold both their medicinal and psychoactive properties. 

MEDICAL MARIJUANA (“MMJ”) – The term medical marijuana is used to refer to the use of cannabis and 

its basic extracts to treat a symptom or disease. Research has shown that medical cannabis contains 

cannabinoids (chemical compounds) that can be used in a range of medical applications like treating 

https://ethereum.org/
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chronic pain, sleep deprivation, convulsions, depression, anxiety and improving appetite among HIV 

patients. Some states in the U.S. like Colorado, Massachusetts and countries like Austria, Canada etc. 

have gone on to legalize the use of marijuana for medical purposes. 

NET ASSET VALUE / NAV – is value per unit of a financial instrument on a specific date or time. 

NUTRACEUTICAL – Any product derived from plant, animal or other food sources that provides health 

benefits, including the prevention and treatment of disease. 

PIPE – A private investment in public equity or “PIPE” is a private investment firm’s, a mutual fund’s or 

another qualified investors' purchase of stock in a company at a discount to the current market value 

per share for the purpose of raising capital. A traditional PIPE is one in which common or preferred stock 

is issued at a set price to raise capital for the issuer, whereas a structured PIPE issues common or 

preferred shares of convertible debt. This financing technique is more efficient than secondary offerings, 

due to fewer regulatory issues with the SEC, and is great for small- to medium-sized public companies 

that may have a hard time accessing more traditional forms of equity financing. 

PRIVATE EQUITY – is capital that is not noted on a public exchange. Private equity is composed of funds 

and investors that directly invest in private companies, or that engage in buyouts of public companies, 

resulting in the delisting of public equity. Institutional and retail investors provide the capital for private 

equity, and the capital can be utilized to fund new technology, make acquisitions, expand working capital, 

and to bolster and solidify a balance sheet. 

PROCESSOR / PROCESSING – an individual / enterprise that performs an intermediary role of 

transforming raw cannabis product into another form before it is distributed to consumers. 

RBF – ROYALTY BASED FINANCE – is a method of raising capital for a business from investors who 

receive a percentage of the enterprise's ongoing gross revenues in exchange for the money they 

invested. In a revenue-based financing investment, investors receive a regular share of the businesses 

income until a predetermined amount has been paid. 

 

RECREATIONAL USE CANNABIS – see Adult-Use Cannabis. 

 

RETAILER – a general term used to refer to any location where a patient or consumer can legitimately 

and safely access cannabis, whether the business is technically an access point, pick-up location, co-op, 

collective or any other version of a legal cannabis distributor. 

RTO / REVERSE TAKEOVER – A reverse takeover is a type of merger that private companies use become 

publicly traded without resorting to an IPO. Initially, the private company buys enough shares to control 

a publicly traded company. The private company's shareholder then uses its shares in the private 

company to exchange for shares in the public company. At this point, the private company has effectively 

become a publicly traded company. An RTO is also known as a reverse merger or a reverse IPO. 

STRAIN – is a specific variety of a plant species. Strains are developed to produce distinct desired traits 

in the plant and are usually named by their breeders (or by creative consumers). Strain names often 

reflect the plant’s appearance, its promised buzz, or its place of origin. Although the medical cannabis 

industry strives for consistency, strains can easily be mistakenly or purposely misidentified. 

TERPENES – refers to the fragrant oils found in a cannabis plant, responsible for the plant’s aroma, taste 

and color. A cannabis plant has over 100 different terpenes and every strain has a distinct terpene type 

and composition. This unique combination of the aromatic compounds and other cannabinoids helps one 

to distinguish between different cannabis strains. Besides contributing to the plant’s aromatic diversity, 

terpenes play a vital role in influencing the medical and psychoactive effects of the cannabis plant. Some 

of the popular terpenes include limonene, pinene, borneol, and myrcene. 
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THC – is an abbreviation for tetrahydrocannabinol. It is the most well known and most abundantly 

available cannabinoid in cannabis plants. THC is also the component in marijuana that is responsible for 

the psychoactive effects, or the 'high.' Also known as delta-9-tetrahydrocannabinol, it was first isolated 

in 1964 and is thought to serve as a natural defense for the plant against pests. Research has shown 

THC to be an effective medical treatment for a range of conditions. There is no lethal dose of the 

compound in its natural form. 

TOKEN GENERATION EVENT (TGE) – the creation and distribution of a cryptographic token. 

TOPICAL – a type of cannabis product where the active properties of the flowers have been extracted 

and added to a product such as a lotion or a cream that’s applied to the skin. The medicinal properties 

are absorbed through the skin and can be used to treat muscle aches, long-term soreness, or ailments 

like dry skin. 

 

 

 

 

 

 

.  





 

 

 

 
7Pass Token, Whitepaper – v 3.01                                               www.7passtoken.com

62 

Risk Disclosures 
 
7Pass Holdings (the “Company”) is a relatively new Company. The Company is not registered with the 

United States Securities and Exchange Commission, with the state of New York under its BitLicense, or 

any other foreign, federal or state regulatory agency. The Company is not subject to any public reporting 

or filing, and has little operating history for purchasers of “7Pass” Tokens to review. 7PASS MAY NOT BE 

AVAILABLE FOR PURCHASE IN EVERY JURISDICTION, AND WILL NOT BE SOLD IN THE UNITED STATES, 

CHINA, SINGAPORE, OR ANY JURISDICTION WHERE SUCH SALES ARE PROHIBITED. 

You should carefully consider and evaluate each of the following risk factors and all other information 

contained in the Terms before deciding to participate in the 7Pass Token Generation Event (the “7Pass 

sale”). If any of the following considerations, uncertainties or material risks develops into actual events, 

the business, financial position and/or results of operations of the Company and the maintenance and 

level of usage of the 7Pass Tokens could be materially and adversely affected. 

For purposes of this document, the terms “we,” “us,” and “our” refer to the Company. You are urged to 

consider carefully, with your advisers, all of the risks described below before deciding whether to sign 

any definitive agreements with us. Each of the risks identified below could have a material adverse effect 

on your investment and may result in the loss of your entire investment. 

DISCLAIMERS 

Nothing contained in these Risk Disclosures is or may be relied on as a promise or representation as to 

any future performance or event. These Risk Disclosures speak only as of the date of this document, 

and we have no duty to update these Risk Disclosures. These Risk Disclosures do not purport to contain 

all information that might be required to evaluate purchasing the 7Pass Tokens, and you must conduct 

your own independent analysis. 

These Risk Disclosures contain forward-looking statements that are based on our expectations, 

assumptions, estimates, and projections about our business and its future. These forward-looking 

statements involve risks and uncertainties that could cause actual results to differ materially from those 

described in these Risk Disclosures. In addition to the risks specifically identified in these Risk Disclosures, 

we may face additional risks and uncertainties not presently known to us or that we currently deem 

immaterial, which risks or uncertainties may ultimately have a material adverse effect on your 

investment.  

CERTAIN RISK FACTORS 

Purchasers are aware of the many risks involved in the Investment Activities, the purchase, use and sale 

of Tokens and the Token Sale process. We have outlined below some of the material risks that are 

obvious to the Company and persons involved in the Token Sale and the Investment Activities (including 

Released Parties): 
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I. GENERAL RISKS RELATED TO INVESTMENT IN THE COMPANY 

General 

There can be no assurance that the Company will achieve its investment objective and/or target returns. 

Although the Company will endeavor to recommend investments that are consistent with the Company’s 

investment objective and/or target returns, investments of the type contemplated by the Company, 

including but not limited to, investments in real estate, infrastructure, cannabis and other related assets, 

involve an inherently greater risk of loss of capital than various other types of investments, due in large 

part to the risk factors outlined herein. The Company, based on market conditions to be determined 

management, change, revise or update the investment objective of the Company.    

Reliance on Management Team 

 

Tokenholders must rely on the ability of the management team to manage the Company and the portfolio 

investments.  The Tokenholders neither participate in the making of any investment decisions nor have 

the opportunity to evaluate individually the relevant economic, financial and other information used by 

the management team in the management and disposition of the portfolio investments.  Accordingly, 

the purchase of tokens should be made only if the prospective investors are willing to entrust all aspects 

of the management and investments of the Company to the management team.   

 

Lack of Management Control by Tokenholders 

The Tokenholders will have no opportunity to control the day-to-day operations, including investment 

and disposition decisions, of the Company.  The Company will have sole and absolute discretion in 

structuring, negotiating and purchasing, financing, monitoring and eventually divesting investments 

made by the Company.  Consequently, the Tokenholders will not be able to evaluate for themselves the 

merits of particular investments prior to the Company making such investments.  Accordingly, 

Tokenholders will rely exclusively on the ability of the Company to select and manage such investments. 

Reliance on Key Individuals  

 

The success of the Company is substantially dependent on the efforts of certain key individuals.  The 

loss of the services of any of these individuals could adversely affect the Company.  

 

Activities of the Partners 

 

The Partners may, in the future, manage other investment funds that invest in the same sectors as the 

Company invests in, including certain partnerships that may invest in the Company or may co-invest 

with the Company in portfolio investments.  The Partners could engage in activities which would conflict 

with the interests of the Company and there can be no assurance that such conflicts will not interfere 

with the management of the Company. 

 

Limited Operating History  

 

The Company believes that the Tokenholders will benefit from the experience of investment professionals 

of the Company and its affiliates, who have extensive experience investing in the types of investments 

anticipated to be the portfolio investments.  However, investors should understand that the Company is 

a newly formed entities that do not have any prior operating history.  
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Competition for Investments 

The Company will compete for the acquisition of investments with many other investors, some of which 

will have greater resources than the Company.  There may be intense competition for investments of 

the type in which the Company intends to invest, and such competition may result in less favorable 

investment terms than may otherwise be the case.  There can therefore be no assurance that the 

investments ultimately acquired by the Company will meet all the investment objectives of the Company, 

or that the Company will be able to invest all of its available funds. 

Market Considerations 

The Company’s strategy may in some instances be partially based upon the premise that assets will be 

available for purchase by the Company at prices that the Company consider favorable.  No assurance 

can be given that assets can be acquired at favorable prices or that the market for such assets will 

improve, since this will depend largely on, events and factors outside the control of the Company. 

Concentration of Investments 

 

The Company will participate in a limited number of investments.  As such, the performance of a few 

holdings may substantially affect the Company's aggregate returns.  Furthermore, to the extent that the 

capital raised is less than the targeted amount, the Company may invest in fewer investments and thus 

be less diversified. 

 

Undetermined Investments 

Because the Company’s investments have not yet been determined, the risk of investment in the 

Company is increased to the extent that prospective investors are unable to evaluate the economic merit 

of any investment which may be acquired.  Tokenholders must depend solely upon the ability of the 

Company with respect to the selection of investments. 

Illiquid Investments 

The Company may make investments which are subject to legal or other restrictions on transfer or for 

which no liquid market exists.  The market prices, if any, of such investments tend to be more volatile 

and the Company may not be able to sell them when it desires to do so or to realize what it perceives 

to be their fair value in the event of a sale.  Moreover, securities in which the Company may invest 

include those that are not listed on a stock exchange or traded in an over-the-counter market.  As a 

result of the absence of a public trading market for these securities, they may be less liquid than publicly 

traded securities.  The Company may encounter substantial delays in attempting to sell non-publicly 

traded securities.  Although these securities may be resold in privately negotiated transactions, the prices 

realized from these sales could be less than those originally paid by the Company.  Further, companies 

whose securities are not publicly traded are not subject to the disclosure and other investor protection 

requirements which would be applicable if their securities were publicly traded. 

Lack of Sufficient Investment Opportunities 

 

The nature of sourcing, negotiating and completing investments involves a high degree of uncertainty. 

The Company may compete for investments with other investment firms and investment affiliates of 

large financial services organizations.  There can be no assurance that the Company will be able to 

identify and close on a sufficient amount of transactions that meet the Company’s investment objectives, 

and therefore there can be no assurance that the Company will successfully deploy all of the Company’s 
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capital.  Further, based on market conditions as determined by the Company, the Company may change, 

revise, or update the Company’s investment objectives.   

 

Forward-Looking Returns 

 

The return goals for the Company are dependent, among other things, on building a portfolio of 

investments and on numerous investment specific assumptions that may not be consistent with future 

market conditions and that may significantly affect actual investment results.  These assumptions may 

involve an element of subjective judgment and may be adversely affected by post-investment changes 

in market conditions.  There can be no assurance the return goals will be achieved.  

 

Distributions in Kind 

 

The Company may make distributions in cash, it is possible that under certain circumstances (including 

the liquidation of the Company), distributions may be made in kind and could consist of securities for 

which there is no readily available public market.  The risk of loss and delay in liquidating securities or 

other assets distributed in kind will be borne by the Tokenholders, with the result that such Tokenholders 

may receive less cash than was reflected in the fair value of such securities.  

 

Risks of Relating to Real Estate 

   

The Company will make investments in companies or other entities that own, lease or otherwise hold 

real estate or real estate related investments. In addition, the Company may provide mortgage or other 

real estate financing to counterparties in these investments or with respect to certain real estate. As a 

result, the Company will be subject to all the risks inherent in investing in real estate and real estate-

related investments, which risks may be increased if such an investment is leveraged.  These risks may, 

include, without limitation, general and local economic and social conditions, neighborhood values, the 

supply of, and demand for, properties of the same type, the financial resources of owners and tenants, 

vandalism, vacancies, rent strikes, changes in tax, zoning, building, environmental and other applicable 

laws, federal and local rent control laws, real property tax rates, changes in interest rates and the 

availability of mortgage funds, whether for the purchase of real estate or to refinance prior mortgages 

or other indebtedness, any of which may render the sale of properties difficult or unattractive or may 

otherwise impact the value of real estate and real estate related investments.  Such risks may also cause 

fluctuations in occupancy rates; rent schedules and operating expenses, which could adversely affect 

the value of real estate and real estate-related investments and materially reduce the cash flow 

generated thereby.  Counterparties to investments made by the Company may also not be able to secure 

mortgage funding, either to purchase investments or refinance or repay prior mortgages or other 

indebtedness.  There can be no assurance of the profitable operation of any property purchased by the 

Company or the repayment of any debt investment made by the Company.  Accordingly, the Company’s 

investment objectives may not be realized.  Certain expenditures associated with real estate equity 

investment (such-as property taxes, utility costs, debt service, maintenance costs and insurance 

premiums) tend to increase and are not generally decreased by events adversely affecting rental 

revenues.  Thus, the cost of operating a property may exceed the rental, income therefrom, and the 

Company may have to advance or lend funds in order to protect an equity investment or forego the 

payment of interest on debt investments, or may be required to dispose of investments on 

disadvantageous terms if necessary to raise needed funds.  Moreover, while the Company will generally 

purchase insurance to cover casualty losses and general liability, such insurance may not be available 

or may be available only at prohibitive costs to cover losses from ongoing operations and other risks 

such as earthquakes, floods, acts of terrorism or environmental contamination. 
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Environmental Risks 

The Company may be exposed to risk of loss from environmental claims arising with respect to real 

estate acquired with environmental problems, and the loss may exceed the Company’s investment.  

Additionally, changes in environmental laws or in the environmental condition of an asset may create 

liabilities that did not exist at the time of acquisition of an investment and that could not have been 

foreseen. 

Investments in Distressed Assets   

The Company may make substantial investments in non-performing or other troubled assets that involve 

a degree of financial risk, and there can be no assurance that the Company’s objectives will be realized 

or that there will be any return of capital.  Furthermore, investments in properties operating in workout 

modes or under Chapter 11 of the U.S. Bankruptcy Code may, in certain circumstances, be subject to 

additional potential liabilities that could exceed the value of the investor’s original investment, including 

equitable subordination and/or disallowance of claims or lender liability.  In addition, under certain 

circumstances, payments to the Company and distributions by the Company to the Tokenholders may 

be reclaimed if any such payment or distribution is later determined to have been a fraudulent 

conveyance or a preferential payment under applicable law. 

General Infrastructure 

 

An investment in the Company is subject to certain risks associated with the ownership of infrastructure 

and infrastructure-related assets in general, including: the burdens of ownership of infrastructure; local, 

national and international economic conditions; the supply and demand for services from and access to 

infrastructure; the financial condition of users and suppliers of infrastructure assets; changes in interest 

rates and the availability of funds which may render the purchase, sale or refinancing of infrastructure 

assets difficult or impractical; changes in environmental and planning laws and regulations, and other 

governmental rules; environmental claims arising in respect of infrastructure acquired with undisclosed 

or unknown environmental problems or as to which inadequate reserves have been established; changes 

in energy prices; changes in fiscal and monetary policies; negative economic developments that depress 

travel; uninsured casualties; force majeure acts, terrorist events, under-insured or uninsurable losses; 

and other factors which are beyond the reasonable control of the Company. Many of these factors could 

cause fluctuations in usage, expenses and revenues, causing the value of the Company’s portfolio 

investments to decline and negatively affect the Company’s returns. 

 

Investments in Startups 

The Company may invest in startups which involves a high degree of risk.  Financial and operating risks 

confronting startups are significant.  While targeted returns should reflect the perceived level of risk in 

any investment situation, such returns may never be realized and/or may not be adequate to compensate 

the Company for risks taken.  Loss of the Company’s entire investment is possible.  Moreover, the timing 

of any return on investment is highly uncertain.  The startup market is highly competitive and the 

percentage of companies that survive and prosper is small.  Startup investments often experience 

unexpected problems in the areas of product development, manufacturing, marketing, financing, and 

general management, among others.   

 

Political and Economic Risks 

 

The Company will be subject to various risks incidental to investing, including political and economic 

instability.  The Company’s investments may be sensitive to general downward swings in the overall 

economy or in their specific industries or geographies.  Factors affecting economic conditions, including, 
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for example, public market volatility, inflation rates, rising interest rates, currency devaluation, industry 

conditions, competition, technological developments, domestic and worldwide political, military and 

diplomatic events and trends and innumerable other factors, none of which will be in the control of the 

Company, can substantially and adversely affect the business and prospects of the Company.  Downturns 

in the economy or adverse developments in the securities or credit markets may have an adverse impact 

on some or all of the Company’s investments. 

 

Effect of Expenses on Returns.   

 

Expenses of the Company will generally be paid regardless of whether the Company produces positive 

investment returns.  If the Company does not produce significant positive investment returns, these 

expenses could reduce the amount recovered by Tokenholders to less than its original Token Sale value.  

 

Indemnification; Return of Prior Distributions 

 

To the fullest extent permitted by law, the Company will be required to indemnify and hold harmless the 

Partners and certain key personnel from and against any and all claims, liabilities, damages, and losses 

of any nature whatsoever, including legal fees and other costs and expenses, incurred on behalf of the 

Company or in furtherance of the interests of the Tokenholders or otherwise arising out of or in 

connection with the Company or the business of the Company.  Such liabilities may be material and 

have an adverse effect on the returns to the Tokenholders. The indemnification obligation of the 

Company will be payable from the assets of the Company. 

 

Contingency Reserves 

 

Under certain circumstances, the Company may find it necessary in connection with a distribution to 

establish one or more reserves for contingent liabilities by holding back a portion of amounts otherwise 

distributable to Tokenholders until resolution of such contingency or contingencies.   

 

Limited Token Offering; Absence of SEC or Other Securities Commission Review  

 

This Security Token Offering is a private offering and is not registered under the Securities Act or under 

any state securities laws or the securities laws of any other jurisdiction.  Thus, the Whitepaper and 

Terms have not been reviewed by the SEC or by the equivalent agency of any state or other jurisdiction.  

Review by any such agency might result in additional disclosures or substantially different disclosures 

from those actually included in the Whitepaper or Terms. 

 

Lack of Registration.   

 

None of the Company entities will be registered under the Investment Company Act, and the security 

tokens will not be registered under the Securities Act or any other securities laws in any jurisdiction.  

The Investment Company Act provides certain protections and imposes certain restrictions on registered 

investment companies, none of which will be applicable to the Company.  The Terms do not permit any 

transfer of 7Pass Tokens that would result in the Company becoming subject to regulation as an 

investment company, and the governing documents of other Company entities will have analogous 

provisions with respect to such Company entities.  In order to ensure that the Company may continue 

to rely upon an exemption from registration under the Investment Company Act, appropriate 

representations and undertakings will be obtained from investors, and the Company will seek to conduct 

its business in a manner which will not subject the Interests of the Company to registration under the 

Securities Act. 
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Confidential Information.   

 

The Terms will contain confidentiality provisions intended to protect proprietary and other information 

relating to the Company and its investments.  To the extent that such information is publicly disclosed, 

competitors of the Company and/or competitors of its investments, and others, may benefit from such 

information, thereby adversely affecting the Company, its investments, and the economic interests of 

the Tokenholders.   

 

Litigation Risks 

 

The Company will be subject to a variety of litigation risks, particularly if one or more of its investments 

face financial or other difficulties during the term of the Company.  Legal disputes involving any or all of 

the Company entities, its respective partners or any of their respective affiliates may arise from the 

foregoing activities and any other activities relating to the operation of the Company (or such other 

persons or other entities) and could have a significant adverse effect on the Company.   

 

Cybersecurity Risk  

 

The Company, its service providers and other market participants increasingly depend on complex 

information technology and communications systems to conduct business functions.  These systems are 

subject to a number of different threats or risks that could adversely affect the Company and its 

investors, despite the efforts of the Company and service providers to adopt technologies, processes 

and practices intended to mitigate these risks and protect the security of their computer systems, 

software, networks and other technology assets, as well as the confidentiality, integrity and availability 

of information belonging to the Company and its investors. For example, unauthorized third parties may 

attempt to improperly access, modify, disrupt the operations of, or prevent access to these systems of 

the Company, its service providers, counterparties or data within these systems. Third parties may also 

attempt to fraudulently induce employees, customers, third-party service providers or other users of the 

Company´s systems to disclose sensitive information to gain access to the Company’s data or that of 

the Company’s investors.  A successful penetration or circumvention of the security of the Company’s 

systems could result in the loss or theft of an investor’s data or funds, the inability to access electronic 

systems, loss or theft of proprietary information or corporate data, physical damage to a computer or 

network system or costs associated with system repairs.  Such incidents could cause the Company or 

their service providers to incur regulatory penalties, reputational damage, additional compliance costs 

or financial loss. 

 

Electronic Disclosure  

 

The Company may provide Tokenholders (i) statements, reports and other communications relating to 

the Company, (ii) all notices and communications required or contemplated to be delivered to 

Tokenholders by the Company, and (iii) distribution notices, and any other requests, demands or other 

communications and any financial statements, reports, schedules, certificates or opinions in electronic 

form, such as e-mail or posting on a web-based reporting site or other Internet service, in lieu of or in 

addition to sending such communications as hard copies via fax or mail. 

 

There are certain costs (e.g., on-line time) and possible risks (e.g., slow downloading time and system 

outages) associated with electronic delivery.  Moreover, the Company cannot provide any assurance that 

these communication methods are secure and will not be responsible for any computer viruses, problems 

or malfunctions resulting from any computer viruses or related problems that may be associated with 

the use of an Internet-based system.  E-mail messages are not secure and may contain computer 

viruses or other defects, may not be accurately replicated on other systems, or may be intercepted, 

deleted or interfered with or without the knowledge of the sender or the intended recipient.  The Company 
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makes no assurances, representations or warranties in relation to these matters.  The Company reserves 

the right to intercept, monitor and retain e-mail messages to and from its systems as permitted by 

applicable law.  See also “Cybersecurity Risk” above. 

 

There are limited rights for Tokenholders. 

 

7Pass Tokens are intended to only represent a proportionate interest in the funds of 7Pass. 7Pass 

Tokenholders have no voting, dividend or distribution rights. As a result, shareholders of 7Pass may take 

any corporate actions permitted by shareholders under Panamanian law including mergers and 

acquisitions without the approval of 7Pass Tokenholders. 

 

Your legal rights may be limited by our multi-jurisdictional structure. 

 

You may face difficulties in protecting your interests, and your ability to protect your rights through the 

U.S. federal courts may be limited because we are organized under Panamá law and conduct substantially 

all of our operations outside the United States. As a result, it may be difficult or impossible for you to 

bring an action against us or against these individuals in the United States in the event that you believe 

that your rights have been infringed under the U.S. securities laws or otherwise. Even if you are 

successful in bringing an action of this kind, the respective laws of Panamá or the other jurisdictions of 

our affiliate entities may render you unable to enforce a judgment against our assets or the assets of 

our directors and officers. In addition, there is uncertainty as to whether the courts of Panamá or the 

other jurisdictions of our affiliate entities would recognize or enforce judgments of U.S. courts against 

us or such persons predicated upon the civil liability provisions of the securities laws of the United States 

or any state, and it is uncertain whether such courts would be competent to hear original actions brought 

in Panamá or the other jurisdictions of our affiliate entities against us or such persons predicated upon 

the securities laws of the United States or any state. There is no statutory recognition in Panamá of 

judgments obtained in the United States, although the courts of Panamá will generally recognize and 

enforce a non-penal judgment of a foreign court of competent jurisdiction without retrial on the merits.     

 

II. RISKS RELATED TO THE CANNABIS INDUSTRY 

The Company intends to invest in operating ventures or businesses that are currently engaging in and 

will continue to engage in cannabis-focused and cannabis-related ventures and businesses (each of such 

ventures and businesses, a “Business” and, together, the “Business”).  

 

General Risks Associated with U.S. Government Regulation 

 

The Company and a Business are subject to substantial and diverse laws and regulation by various 

governmental agencies. The Company has consulted with local counsel and other experts in order to 

minimize the possibility that the investment in a Business will expose the Managing Member, the 

Company or a Business to the risk of prosecution for violating any laws. In addition, the operation of the 

Business also may rely on state and local government registrations and licenses. The requirements to 

acquire and maintain these registrations and licenses are generally complex and may result in a dispute 

over interpretation or enforceability, which may subject a Business to monetary penalties or it may lose 

its rights to operate its business, or both. 

 

Should the federal government legalize cannabis for medical or recreational use, it is likely that federal 

agencies, including the U.S. Food and Drug Administration (the “FDA”), the Bureau of Alcohol, Tobacco, 

Firearms and Explosives (the “ATF”), and/or the U.S. Drug Enforcement Administration (the “DEA”), 

would seek to regulate it and issue rules and regulations related to the growth, cultivation, harvesting, 

processing, marketing and/or sale of cannabis. In the event that any federal rules or regulations are 
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adopted, neither the Managing Member nor the Company can project the impact of such rules or 

regulation on the cannabis industry and what costs, operating requirements and possible restrictions 

would be imposed on the Business. 

 

Laws and regulations affecting the cannabis industry are continually changing, which could detrimentally 

affect the operations of a Business. Local, state and federal medicinal cannabis laws and regulations are 

broad in scope and subject to changing interpretations. These changes may require a Business to incur 

substantial costs associated with legal and compliance fees and ultimately require a Business to alter its 

business plans. Furthermore, actual or alleged violations of these laws could disrupt the businesses of 

the Business and result in a material adverse effect on the returns of the Company. The Managing 

Member cannot predict the nature of any future laws, regulations, interpretations or applications.  

 

Continued development of the cannabis industry is dependent upon continued legislative authorization 

of cannabis at the state level. Any number of factors outside of the control of the Managing Member, the 

Company and any of the Businesses could slow or halt further legalization efforts. Although the Managing 

Member believes that public support and legislative trends in favor of cannabis continues to increase, 

numerous factors impact the legislative process, any one of which could impede further progress, which 

would present a material adverse impact on a Business’ financial condition, operating results, liquidity 

and cash flow and, consequently, the returns of the Company.  

 

While the Managing Member believes each Business will seek to comply with all laws, including federal, 

state and local laws and regulations, there is a possibility that governmental action to enforce any alleged 

violations may result in legal fees and damage awards that would adversely affect a Business’ operations, 

profitability, and prospectus. Under the Controlled Substances Act, as amended (the “CSA”) and the 

Comprehensive Drug Abuse Prevention Act of 1970, as amended (the “CDAPA”), Cannabis is a Schedule 

I controlled substance and its sale and use remains illegal under federal law. Even in states that have 

legalized medicinal or recreational cannabis, its sale and use remain violations of federal law. The illegality 

of cannabis under federal law preempts state laws that legalize its use. Therefore, strict enforcement of 

federal law regarding cannabis would likely result in the inability of the Business to proceed with its 

business plans. In addition, in states where cannabis is illegal and in states that have legalized cannabis 

but which have onerous or unclear regulations with respect to medicinal or recreational cannabis, state 

and local regulatory agencies have broad authority over the operations of cannabis-related businesses. 

 

The Ogden-Cole Memos issued by the former Attorney General’s office state that it is not an efficient 

use of resources to direct federal law enforcement agencies to prosecute those lawfully abiding by state-

designated laws permitting the use and sale of medical and/or recreational cannabis; however, there is 

no guarantee that the Attorney General’s office will not change its stated policy regarding the low-priority 

enforcement of federal laws in states where cannabis has been legalized. Additionally, President Trump’s 

administration or a new administration could introduce a less favorable policy or decide to enforce the 

federal laws stringently. For example, the current U.S. Attorney General Jeff Sessions has publicly stated 

that cannabis is against federal law, and that the federal government will “enforce [cannabis] laws in an 

appropriate way nationwide.” Any such change in the federal government’s enforcement of federal laws 

could adversely affect the business of the Business and, consequently, the returns of the Company. 

 

Risk of Prosecution under United States Federal and State Law 

 

The Company intends to invest in certain Businesses which may engage directly in the production, 

distribution or sale of cannabis or cannabis-related products (ventures that “touch the plant”). Each such 

Business will be subject to stricter regulation and regulatory scrutiny than a business that simply provides 

related products and services to the cannabis industry. Although the Managing Member believes that 

public support and legislative trends in favor of cannabis continue to increase, the Company and the 
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Business will face a significantly greater risk of prosecution under United States federal and state laws 

for investing in such Businesses. 

 

Under the CSA and the CDAPA cannabis is a Schedule I controlled substance and the use and sale of 

cannabis is illegal under federal law. If one or more of the Businesses is found to be in violation of federal 

law, there is a risk that the Company may also be subject to prosecution and/or monetary fines for 

violating the law. For example, the Company could be liable for participating in a continuing criminal 

enterprise, a crime that carries potential fines of up to $5,000,000. If the Company or a Business is 

convicted of violating the CSA or the CDAPA, it may result in the Company or the Business being subject 

to a federal forfeiture action, in which case the Company or the Business would be required to forfeit any 

property or proceeds derived directly or indirectly from its activities in the cannabis industry. 

 

Even if the Company restricts its investments to Businesses that comply with the Ogden-Cole Memos, 

the federal guidance does not prohibit the United States Department of Justice from pursuing cases and 

enforcing federal law against cannabis companies that are otherwise complying with state-designated 

laws permitting the use and sale of medical and/or recreational cannabis. Consequently, there are no 

guarantees that prosecutors will not seek to enforce the CSA or the CDAPA against the Company and 

the Business. In addition, the Company may still be subject to prosecution for violating other federal 

laws, including federal anti-money laundering laws. 

 

California’s cannabis regulatory regime is emerging and is expected to develop rapidly. For example, 

California has recently passed Proposition 64, which has legalized recreational use of marijuana within 

the state. However, it is unclear whether California’s cannabis regulatory regime will be sufficient to meet 

the regulatory requirements set forth in the Ogden-Cole Memos. The Ogden-Cole Memos’ guidance rests 

on the expectation that states and local governments will implement strong and effective regulatory and 

enforcement systems that will address the threat that cannabis legalization for medicinal and/or 

recreational uses could pose to public safety, public health and other law enforcement interests. 

Accordingly, the Ogden-Cole Memos state that the federal government may seek to challenge the state 

regulatory structure and bring individual enforcement actions if the state’s enforcement efforts are not 

sufficiently robust to protect against such harms. As a result, the federal government may pursue strict 

enforcement of the federal law, which could adversely affect the business of the Business and, 

consequently, the returns of the Company. 

 

In addition to the risk of federal prosecution, the Company and the Business face the possibility of 

criminal prosecution under state law for its activities, directly or indirectly, related to states where 

cannabis remains illegal. Under various states’ laws, the Company or a Business may be found liable for 

conspiracy, aiding and abetting the violation of state laws, and/or violation of state anti-money laundering 

laws for providing financing enterprises operating cannabis-related businesses in violation of state law. 

New York, for example, which has not legalized non-medicinal uses of cannabis, may convict a person 

of a crime under its criminal code if, among other things, any element of the crime occurred within New 

York or if a conspiracy or criminal solicitation occurred in New York. Depending on the interpretation of 

New York’s criminal code, it is possible that conduct by the Managing Member or the Business in New 

York may render the Company vulnerable to prosecution. The Company and the Business may face 

similar risks of criminal liability in states that have laws similar to New York. 

 

Similar to federal law, the Company and the Business may be subject to state forfeiture laws, which 

permit state governments to seize the Company’s and the Business’ proceeds from investing in 

companies operating cannabis-related businesses in violation of state laws. Unlike federal forfeiture 

statutes, however, states have the option to pursue civil forfeiture proceedings and force the Company 

or a Business to forfeit property or proceeds derived directly or indirectly from its activities in the cannabis 

industry even if the Company or the Business is not convicted of criminal conduct. Depending on the 

state’s laws, civil forfeiture may be imposed on the Company or a Business without the rigorous standard 
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of proof required in criminal proceedings so long as the state can show that the proceeds are derived 

from the illegal sale or use of cannabis by either clear or convincing evidence or a mere preponderance 

of the evidence. New York’s civil forfeiture law, for example, requires a preponderance standard in certain 

cases and a clear and convincing standard for others. 

 

Because the Company expects to invest in one or more Businesses that “touch the plant,” the Company 

will consult with local counsel and other experts before investing in any Business in an effort to minimize 

the possibility that the Managing Member and the Company will be subject to prosecution under federal 

or state laws. However, there can be no assurance that any such risk can be completely mitigated despite 

such efforts. If the Company becomes subject to prosecutorial action, the costs of defending any such 

action may be substantial, even if the Company ultimately prevails in its defense. 

 

Enhanced Scrutiny by United States Securities Regulators 

 

The U.S. Securities and Exchange Commission (“SEC”) is tasked with protecting investors and 

maintaining fair, orderly, and efficient markets. In the past few years, it has issued investor alerts 

regarding potential fraud committed by public companies claiming to operate in the cannabis industry. 

These companies trade in the over-the-counter market and carry substantial risk for fraud due to limited 

publicly available information. Although securities in the Company are not traded in the over-the-counter 

market, entities operating in the cannabis industry, in general, may face greater scrutiny from the SEC 

in light of these cases. The SEC has issued the following warning: “If you are considering investing in a 

company that is connected to the marijuana industry, be aware that marijuana-related companies may 

be at risk of federal, and perhaps state, criminal prosecution. The Department of Treasury recently 

issued guidance noting: ‘[T]he Controlled Substances Act (CSA) makes it illegal under federal law to 

manufacture, distribute, or dispense marijuana. Many states impose and enforce similar prohibitions.” 

The agency has indicated that it has seen an increase in complaints by investors regarding cannabis-

related stocks. In addition, the Financial Industry Regulatory Authority (FINRA) has issued alerts with 

similar warnings to investors about potential scams associated with cannabis-related stocks. Given the 

increase in investor complaints regarding cannabis-related investments, the SEC and FINRA may exercise 

increased scrutiny with respect to businesses operating in the cannabis industry, including offerings 

conducted by 7Pass. 

The Company or a Business may undertake an initial public offering of its equity securities or seek to 

facilitate the sale of one or more of the Businesses by a cannabis company that has publicly traded equity 

and/or debt securities, in which case the Company or a Business may receive publicly traded securities 

of the acquiring company as part of any such transaction. As a stockholder of a publicly traded cannabis 

company, the Company or a Business may be subject to special risks currently associated with such 

companies, including those arising out of the enhanced scrutiny by securities regulators. 

 

Publicly traded cannabis companies have been subject to increasing scrutiny by various federal and state 

securities regulators due to the expanding legalization of cannabis under state laws and recent negative 

publicity regarding alleged stock scams and market manipulation involving certain cannabis companies. 

Because publicly traded cannabis companies are almost exclusively microcap companies that have 

experienced significant price volatility in recent years, the Securities and Exchange Commission (the 

“SEC”) has been particularly vigilant in initiating enforcement actions against a cannabis company at the 

first sign of concern over the company’s public reporting or securities trading. The SEC and the Financial 

Industry Regulatory Authority (“FINRA”) have both issued alerts as to the risks of investing in publicly 

traded cannabis-related companies. The SEC’s scrutiny has also extended to the directors and executives 

of cannabis companies. Since the Managing Member, the Company or a Business may seek direct or 

indirect board representation and/or management roles in their investments, and may seek similar 

positions in an acquiring cannabis company, there is a risk that one of the principals of the Managing 

Member or other key management personnel may become involved in a regulatory action. In the past, 
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the SEC has imposed temporary trading suspensions on a number of cannabis-related companies due to 

questions relating to the accuracy of certain publicly available information, potential insider trading and 

potential market manipulation. 

 

The significant market volatility and negative reputation of publicly traded cannabis companies may also 

adversely impact the potential for any Business to initiate a public offering of its securities. A Business 

seeking to engage in an initial public offering may not be able to identify a reputable underwriter willing 

to sponsor its offering or an exchange willing to list the securities for trading, and may not receive 

approval from the SEC to register its offering under the Securities Act of 1933, as amended, and the 

Securities Exchange Act of 1934, as amended. 

 

If the SEC or other state securities agency decided to focus its scrutiny on private cannabis companies, 

any regulatory action against a Business would take the time and attention of the Business’ management 

personnel away from the business of the Business and potentially result in significant legal fees and 

financial penalties which could adversely affect the returns of the Company. 

 

Risks Associated with Foreign Cannabis Companies 

 

The Company may acquire a Business in a non-U.S. jurisdiction. These acquisitions are subject to all of 

the risks of investing in the cannabis industry generally as well as the risks associated with emerging 

markets and non-U.S. investments described under “Risks Relating to an Investment in the Company” 

above, and have additional heightened risks due to the different legal, political, commercial and social 

treatment of cannabis-related businesses in those non-U.S. jurisdictions. 

 

Non-U.S. Businesses will be subject to the laws and regulations governing the sale and use of cannabis 

and cannabis-related products and services in the jurisdictions in which they operate or have their 

principal place of business, which may be less developed than the laws and regulations in the United 

States, or which may impose more burdensome restrictions that prevent the Businesses from fully 

implementing their businesses strategies. The operation of cannabis-related businesses in non-U.S. 

jurisdictions may also be subject to greater governmental involvement and control as well as the 

increased possibility of interference by organized crime and/or public corruption. Businesses may be 

required to acquire and maintain various licenses and registrations from local governmental agencies to 

operate cannabis-related businesses within the non-U.S. jurisdiction. The requirements for such licenses 

and registrations may be subject to change without notice by the local governmental agencies so there 

can be no guarantee that the Businesses will be able to maintain all necessary licenses and registrations 

to continue operating their businesses. 

 

Because the use and sale of cannabis is illegal under U.S. federal law and may be illegal in certain non-

U.S. jurisdictions, companies which move cannabis or cannabis-related products across international 

borders, including the United States, may be subject to criminal penalties, including fines, forfeiture and 

incarceration of management personnel, for violating federal or foreign drug trafficking laws. In addition, 

(i) the use of the U.S. banking system or certain non-U.S. banking systems to transfer proceeds derived 

from cannabis-related businesses could be a violation of federal or foreign anti-money laundering laws 

and (ii) a finding by a U.S. or foreign court that a Business employee has engaged in the bribery of a 

foreign official could be a violation under the U.S. Foreign Corrupt Practices Act or related foreign laws. 

Any prosecutorial action against any Business could adversely affect the returns of the Company. 

 

Before acquiring any cannabis-related company organized or operating in any non-U.S. jurisdiction, a 

Business will consult with local counsel and other experts in order to minimize the possibility that such 

acquisition will expose a Business or indirectly, the Managing Member and the Company, to the risk of 

prosecution for violating any foreign or international laws. However, there can be no assurance that any 

such risk can be completely mitigated despite such efforts in the event of a sudden change in local or 
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international law, political regime, or regulatory interpretation. If a foreign or international authority 

brings an action or suit against a Business for violating any laws or regulations, the costs of defending 

any such action or suit may be substantial, even if a Business ultimately prevails in its defense. 

 

In addition, because non-U.S. entities may not be subject to uniform accounting, auditing and financial 

reporting standards, practices and requirements comparable with those applicable to U.S. entities, there 

may be different types of, and lower quality, information available about a non-U.S. entity than a U.S. 

entity. With respect to certain countries there may be the possibility of expropriation or confiscatory 

taxation, political, economic or social instability, limitation on the removal of funds or other assets or 

the repatriation of profits, restrictions on acquisition opportunities, the imposition of trading controls, 

withholding or other taxes on interest, capital gain or other income, import duties or other protectionist 

measures, various laws enacted for the protection of creditors, greater risks of nationalization or 

diplomatic developments which could adversely affect the acquisitions in those countries. 

 

Risks Associated with Market Competition 

 

The businesses directly and indirectly involved in the medical and recreational cannabis markets are 

competitive and evolving. In particular, a Business may face strong competition from larger companies 

that may be in the process of offering similar products and services. These current and potential 

competitors may have longer operating histories, significantly greater financial, marketing and other 

resources, and larger client bases than the Business. 

 

In addition to competition among businesses within the cannabis markets, certain well-established 

businesses in traditional industries may also have a strong economic opposition to the success of the 

Business and to the growth of the cannabis industry generally. For example, medicinal cannabis will likely 

adversely impact the mainstream pharmaceutical industry should cannabis displace certain prescription 

drugs or otherwise encroach on the pharmaceutical industry’s products or services. The pharmaceutical 

industry is well-funded with a strong and experienced lobby that far exceeds the funding of the medicinal 

cannabis movement. Any inroads the pharmaceutical industry could make in impeding the emerging 

cannabis industry could have a detrimental impact on the returns of the Company. 

 

Alternatively, well-established businesses in traditional industries may be drawn to enter the recreational 

cannabis business if more states opt to legalize recreational cannabis and thereby create a larger market. 

For instance, a Business focused on the recreational cannabis market could be adversely impacted by 

the development and introduction of competing products by tobacco companies attempting to expand 

their customer base while a Business focused on the medical cannabis market could lose business to 

pharmaceutical companies seeking to expand their product portfolios. Both tobacco companies and 

pharmaceutical companies have substantial financial resources, political influence, recognizable brand 

names, and significantly more established marketing and distribution systems than the Business. The 

Managing Member believes that cannabis would have to be reclassified from a Schedule I drug for this 

competitive dynamic to come to fruition. 

 

Given the rapid changes affecting the global, national, and regional economies generally and the medical 

and recreational cannabis markets in particular, the Business may not be able to create and maintain a 

competitive advantage in the marketplace. Each Business’ success will depend on its ability to respond 

to any changes in its markets, especially with legal and regulatory changes, as well as changes in the 

economy, market conditions, and competitive pressures. Any failure by a Business to adequately 

anticipate or keep pace with such changes could have a material adverse effect on the Business’ financial 

condition, operating results, liquidity and cash flow and, consequently, the returns of the Company.  
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Limited Access to the Federal Banking System 

 

A Business may face difficulty gaining access to financing, credit and other banking services offered by 

federally chartered banks. Since the sale and use of cannabis is illegal under federal law, banking 

institutions face the risk of violating federal law by transacting with a Business. On February 14, 2014, 

the Treasury Department’s Financial Criminal Enforcement Network (“FinCEN”) released guidance to 

banks clarifying Bank Secrecy Act expectations for financial institutions seeking to provide services to 

cannabis-related business. However, the FinCEN guidance made clear that it did not alter in any way the 

Justice Department’s authority to enforce federal law and placed enhanced due diligence obligations on 

banks transacting with cannabis-related businesses. Consequently, there are no guarantees that banks 

will decide to transact with the Business. In the absence of adequate and reliable financing, credit and 

other banking services from major financial institutions, there is no guarantee that the Business will be 

able to sustain its cannabis-related business. 

 

In addition, under current Treasury guidance, financial institutions must file a Suspicious Activity Report 

(“SAR”) when handling transactions involving funds derived directly or indirectly from a cannabis-related 

activity, even if that activity is allowed under state law. In connection with filing a SAR, a bank or other 

financial institution may require burdensome due diligence and ongoing monitoring of a company’s 

business activities prior to providing any services to a Business, which may delay financial transactions 

and otherwise adversely affect the financial condition of the Business. 

 

No Protection Under U.S. Bankruptcy Laws 

 

U.S. bankruptcy laws were adopted to protect financially troubled businesses and to provide for orderly 

distributions to business creditors. All bankruptcy cases are handled in U.S. federal courts, and the 

United States Department of Justice (“US DOJ”) has stated that the U.S. Trustee Program’s (“USTP”) 

position that no assets associated with the cannabis industry (including non-plant touching, ancillary 

businesses) can be liquidated or restructured following bankruptcy without violating the CSA. In fact, the 

director of USTP has recently issued a letter urging private trustees to monitor and report cannabis 

companies looking to declare bankruptcy. The companies in which 7Pass may invest may not have access 

to the protections afforded under U.S. bankruptcy laws, which could have a material adverse effect on 

such companies and 7Pass’ investment. 

 

No Protection Under U.S. Trademark 

 

Because producing, manufacturing, processing, possessing, distributing, selling, and using cannabis is a 

crime under the CSA, the U.S. Patent and Trademark Office will not permit the registration of any 

trademark that identifies marijuana products. As a result, companies in which 7Pass may invest may be 

unable to protect their cannabis product trademarks, which could have a material adverse effect on 

7Pass’ investment. 

 

Limited Access to Insurance 

 

A Business may face increased costs for insurance that is otherwise readily available to traditional 

businesses, such as workers compensation, general liability, and directors and officers insurance. There 

are no guarantees that a Business will be able to find such insurances in the future, or that the cost will 

be affordable. If a Business is forced to go without such insurances, it may prevent the Business from 

entering into certain profitable business sectors, may inhibit its growth, and may expose the Business to 

additional risk and financial liabilities. 
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Clinical Research 

 

Conducting clinical research using cannabis involves interactions with three U.S. federal agencies: the 

National Institute on Drug Abuse within the National Institutes of Health, the FDA, and the DEA. In light 

of this overlapping regulatory authority and the fact that cannabis is a Schedule I controlled substance 

under the CSA, clinical trials conducted on medicinal cannabis are limited. Such trials require special 

licensure and registration requirements with the DEA. The companies in which 7Pass may invest that 

seek to further develop existing and new cannabis products may be significantly restricted due to the 

foregoing requirements. There is no guarantee that such products will ever be legally produced or sold 

in the U.S. 

 

The FDA and CBD Products 

 

In the last several years, the FDA has sent letters to CBD companies warning their marketing materials 

contained unfounded medical claims regarding the health benefits and efficacy of their products. The 

FDA strictly regulates the promotional claims that may be made about drug products. In particular, a 

drug may not be promoted for uses that are not approved by the FDA as reflected in the product’s 

approved labeling. The FDA and other agencies actively enforce the laws and regulations prohibiting the 

promotion of off-label uses, and a company that is found to have improperly promoted off-label uses 

may be subject to significant liability, including substantial monetary penalties and criminal prosecution. 

Additional scrutiny from the FDA may inhibit the ability of companies in which 7Pass may invest from 

effectively marketing their products. 

 

Rapidly Changing U.S. Laws for Cannabis Industry 

 

Local, state, and federal laws and enforcement policies concerning cannabis-related conduct are changing 

rapidly and will continue to do so for the foreseeable future. Changes in applicable law are unpredictable 

and could have a material adverse effect on the Businesses in which the Company invests and the 

Company’s overall success. 

 

Restrictions on Ownership of Cannabis Businesses 

 

Many states and local jurisdictions that have legalized medical and/or adult-use cannabis impose 

restrictions on investments in the companies licensed to operate in such states, including imposing 

residency requirements, background checks, and outright limitations on the number of businesses that 

can be owned (directly or indirectly) by an entity/individual. These types of restrictions may limit the 

investment opportunities available to the Company. 

 

Strategy and Investment Descriptions 

 

The description herein of the approach of the Company and the targeted characteristics of its strategies 

and investments are based on current expectations and should not be considered definitive or a guarantee 

that the approaches, strategies, and investment portfolio will, in fact, possess these characteristics. In 

addition, the description herein of the risk management strategies are based on current expectations 

and should not be considered definitive or a guarantee that such strategies will reduce all risk. These 

descriptions are based on information available as of the date of preparation of this document, and the 

descriptions may change over time. Past performance of these strategies by the Company’s management 

is not necessarily indicative of future results. Further, if a business entity is treated for income tax 

purposes as a pass-through entity, such as a partnership or a limited liability company taxed as a 

partnership, any equity owners will be personally liable for federal income taxes, for which the business 

entity may be unable to provide reimbursement, there is the possibility of loss and all investment involves 

risk including the loss of the investment entirely. 
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Business Expense Deductions 

 

Under Section 280E of the U.S. Internal Revenue Code (“Section 280E”), many normal business expenses 

incurred in the trafficking of cannabis and its derivatives are not deductible in calculating U.S. federal 

and state income tax liability. A result of Section 280E is that an otherwise profitable business may in 

fact operate at a loss, after taking into account its income tax expenses. The application of Section 280E 

likely will have a material adverse effect on businesses in which 7Pass may invest. 

U.S. Environmental Regulations and Cannabis Cultivation 

Businesses in the cannabis industry, particularly outdoor growing operations, are subject to a number of 

local, state, and regional environmental regulations, which may include environmental review and/or 

permitting processes. The U.S. Interior Department has announced that cannabis cultivation operations 

cannot use federal irrigation water. The U.S. Bureau of Reclamation (“BOR”) supplies water to 14 states 

in the western U.S., including some in which a substantial amount of the state’s agricultural land is 

irrigated by federal water. BOR will not investigate growers or water districts, but will instead refer 

potential violations to the US DOJ. This could have a significant impact in areas where the federal 

government operates much of the water infrastructure, including those operating outdoors and in rural 

farmlands where city and local water supplies are limited or more costly. Companies in which 7Pass may 

invest and which cultivate cannabis may struggle with obtaining the water they need to operate, 

complying with this restriction, and avoiding scrutiny from the US DOJ, which will in turn have adverse 

impacts on 7Pass’ investment.     

No Interstate Commerce 

Interstate commerce of cannabis products is prohibited by US federal law and by all state laws. 

Consequently, every US-based cannabis business has a limited customer base, in the sense that the 

business is unable to export cannabis to customers who are located in another state. 

Rapidly Changing U.S. Laws for Cannabis Industry 

Local, state, and federal laws and enforcement policies concerning cannabis-related conduct are changing 

rapidly and will continue to do so for the foreseeable future. Changes in applicable law are unpredictable 

and could have a material adverse effect on the companies in which 7Pass invests and 7Pass’ overall 

success. 

Restrictions on Ownership of Cannabis Businesses 

Many states and local jurisdictions that have legalized medical and/or adult-use cannabis impose 

restrictions on investments in the companies licensed to operate in such states, including imposing 

residency requirements, background checks, and outright limitations on the number of businesses that 

can be owned (directly or indirectly) by an entity/individual. These types of restrictions may limit the 

investment opportunities available to 7Pass. 

 

III. RISKS RELATED TO THE CRYPTOCURRENCY INDUSTRY 

There are risks inherent in the interoperable nature of cryptographic tokens. 

Cryptographic tokens, especially those built on the EIP-20 standard, such as 7Pass Tokens, are generally 

tradable on exchanges or through direct peer-to-peer trading protocols that are not currently regulated 

by any governmental authority in a manner that traditional stock or equity interests are regulated. 

Therefore, purchasers of 7Pass Tokens are not afforded any of the protections of laws or regulations that 
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purchasers of traditional shares or equity would enjoy. Additionally, 7Pass has included transfer 

restrictions as a condition for the purchase of any 7Pass Tokens, but, due to the interoperability of EIP-

20 tokens, such as 7Pass Tokens, we may not be able to effectively enforce such restrictions and may 

be unable to prevent the negative consequences of unauthorized 7Pass Token transfers, in particular 

flow-back to the United States, in violation of the terms and conditions of the token sale and potentially 

subject 7Pass to regulatory fines, actions or registration requirements which could reduce the net assets 

held by 7Pass. 

A liquid market for 7Pass Tokens may not develop and you may be unable to resell 7Pass Tokens at the 

Purchase Price or at all. 

7Pass Tokens are not listed on any cryptocurrency exchange. We may seek to list 7Pass Tokens on one 

or more cryptocurrency exchanges, but there is no guarantee we will be able to list 7Pass Tokens on any 

exchange or if listed, such listing will be maintained. 7Pass Tokens are intended to be an investment 

token and not a utility token, and fewer exchanges are willing to list investment tokens. Furthermore, 

even if such approval is granted by a cryptocurrency exchange, there is no assurance that an active or 

liquid trading market for 7Pass Tokens will develop, or if developed, will be sustained after the 7Pass 

Tokens have been made available for trading on such cryptocurrency exchange. There is also no 

assurance that the market price of the 7Pass Tokens will not decline below the original purchase price. 

The purchase price may not be indicative of the market price of 7Pass Tokens after they have been made 

available for trading on a cryptocurrency exchange. Any expectation that the value of the 7Pass Tokens 

will increase is purely speculative. 

The 7Pass Tokens are not a currency issued by any central bank or national, supra-national or quasi-

national organization, nor are they backed by any hard assets or other credit. The Company is not 

responsible for, nor does it pursue, the circulation and trading of 7Pass Tokens on the market. Trading 

of 7Pass Tokens will merely depend on the consensus on its value between the relevant market 

participants. No one is obliged to purchase any 7Pass Tokens from any holder of the 7Pass Tokens, 

including the purchasers, nor does anyone guarantee the liquidity or market price of 7Pass Tokens to 

any extent at any time. 

Furthermore, 7Pass Tokens may not be resold to purchasers who are citizens or permanent residents of 

China, Singapore, the United States or any other jurisdiction where the purchase of 7Pass Tokens may 

be in violation of applicable laws (including but not limited to laws regulating controlled substances, such 

as cannabis). Accordingly, the Company cannot ensure that there will be any demand or market for 

7Pass Tokens, or that the Purchase Price is indicative of the market price of 7Pass Tokens after they 

have been made available for trading on a cryptocurrency exchange. 

Risks associated with cryptocurrency exchanges could materially and adversely affect the market price 

of 7Pass Tokens. 

Cryptocurrency exchanges on which 7Pass Tokens may trade may be relatively new and largely 

unregulated and may therefore be more exposed to fraud and failure than established regulated 

exchanges. To the extent that the cryptocurrency exchanges representing a substantial portion of the 

volume in 7Pass Token trading are involved in fraud or experience security failures or other operational 

issues, such cryptocurrency exchange failures may result in a reduction in the price and can adversely 

affect the value of 7Pass Tokens. A lack of stability in the cryptocurrency exchanges and the closure or 

temporary shutdown of cryptocurrency exchanges due to fraud, business failure, hackers or malware, or 

government-mandated regulation may result in greater volatility in the price of 7Pass Tokens. 
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Future sales or issuance of 7Pass Tokens could materially and adversely affect the market price of 7Pass 

Tokens. 

Any future sale or issuance of the 7Pass Tokens would increase the supply of 7Pass Tokens in the market 

and this may result in a downward price pressure on the 7Pass Tokens. The sale or distribution of a 

significant number of 7Pass Tokens outside of the token generation event (including but not limited to 

the sales of 7Pass Tokens undertaken after the completion of the pre-sale and issuance of 7Pass Tokens 

to persons other than purchasers for purposes outlined in the White Paper), or the perception that such 

further sale or issuance may occur, could adversely affect the trading price of 7Pass Tokens. 

Failure to maintain an exemption from the Investment Company Act of 1940 would adversely affect us 

and may reduce the market price of 7Pass Tokens.     

We could be deemed an investment company under the Investment Company Act of 1940 (the “1940 

Act”) if more than 40 percent of our assets are considered investment securities under the 1940 Act. We 

plan to initially qualify for the Section 3(c)(1) exemption from the registration requirements of the 1940 

Act. This provision requires that no more than 100 “U.S. persons” (as such term is defined in Regulation 

S under the Securities Act) beneficially own 7Pass Tokens. Although the 7Pass Token Generation Event 

is not available to purchasers in the United States (except for a small number of accredited investors), 

following the 7Pass Token Generation Event we will not have control over the secondary market in 7Pass 

Tokens, and if more than 100 U.S. persons become beneficial owners of 7Pass Tokens, we may lose our 

exclusion. If we fail to maintain our exclusion and another exclusion or exemption is not available, we 

may be required to register as an investment company under the 1940 Act, and we would become subject 

to substantial regulation with respect to our capital structure (including our ability to use leverage), 

management, operations, transactions with affiliated persons (as defined in the 1940 Act), and portfolio 

composition, including restrictions with respect to diversification and industry concentration and other 

matters. Accordingly, registration under the 1940 Act could limit our ability to follow our current 

investment strategies and result in a decline in the price of the 7Pass Tokens. Registration may be 

impracticable and if we were unable to register, we would be in violation of the U.S. federal securities 

laws, our contracts may be unenforceable and we may be required to cease operations, repurchase 7Pass 

Tokens or take other actions. Similar restrictions could apply on other countries where 7Pass Tokens are 

purchased. 

The Tokens are not legal tender, are not backed by any the government, and accounts and value 

balances are not subject to Deposit Insurance or Securities Investor Protection Corporation protections 

or their equivalents. 

  

The Tokens are not legal tender, are not backed by any government, and accounts and value balances 

are not subject to Federal Deposit Insurance Corporation or Securities Investor Protection Corporation 

protections or their equivalents.  Any investment in the Tokens is made at the risk of the purchaser. 

 

Negative publicity may materially and adversely affect the price of 7Pass Tokens. 

Negative publicity involving the Company, the cannabis industry, 7Pass Tokens, or any of the key 

personnel of the Company, regulation of cannabis in the US or worldwide, and/or regulation of 

cryptocurrencies in the US or worldwide, may materially and adversely affect the market perception or 

market price of the 7Pass Token, whether or not it is justified. 

There is no assurance of any success of 7Pass’ investments. 

The value of, and demand for, the 7Pass Token hinges heavily on the performance of the Company and 

the success of its contemplated investments. There is no assurance that the Company will achieve any 
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commercial success. Furthermore, there is no assurance that any of the investments contemplated by 

the Company will be consummated and generate returns. 

Fees and management costs may reduce any returns received on investments made by 7Pass. 

Net fees received by 7Pass will be reduced by expenses incurred by 7Pass and its affiliates, including 

without limitation, any management cost, legal, auditing, consulting, custody, administrative and 

accounting expenses (including expenses associated with the preparation of such affiliate’s financial 

statements and tax returns), extraordinary expenses (e.g., litigation), all fees and expenses associated 

with making, holding, and disposing of investments and any related VAT. 

7Pass investments may be subject to insolvency related risks of affiliated entities. Because 7Pass plans 

to invest indirectly by lending net proceeds to one or more affiliated entities, 7Pass will be subject to 

risks including general creditor risks of those entities, including insolvency which could reduce any net 

proceeds to 7Pass. 

The interest of affiliates of 7Pass may differ from the interests of Tokenholders and present conflicts of 

interest. 

Partners, directors, officers, advisors, or consultants of 7Pass, its subsidiaries, or its affiliates may serve 

as directors or officers or perform investment advisory services for other investment entities with 

investment objectives and policies similar to those of 7Pass. 7Pass may also allocate co-investment 

opportunities among its affiliates, subsidiaries or sub-investment vehicles, strategic investors, lenders 

and any third parties as it may determine in its sole discretion. Co-investment opportunities may be 

made available through limited partnerships or other entities formed to make such investments, including 

any vehicles formed to co-invest with 7Pass, its subsidiaries or its affiliates in specific opportunities. 

Conflicts of interest could have the potential of limiting the ability of 7Pass to invest in certain 

opportunities and reducing potential returns. 

The funds raised in the token generation event are exposed to risks of theft.  

The Company will make every effort to ensure that the funds received from the 7Pass Token sale will be 

securely held in an escrow wallet, which is a multi-signature address with access thereto by private keys 

held by reputable and trusted parties. Notwithstanding such security measures, there is no assurance 

that there will be no theft of the cryptocurrencies as a result of hacks, sophisticated cyber-attacks, 

distributed denials of service or errors, vulnerabilities or defects on the Company website, in the smart 

contract(s) on which the escrow wallet and the 7Pass Token sale relies, on Ethereum or any other 

blockchain, or otherwise. 

Such events may include, for example, flaws in programming or source code leading to exploitation or 

abuse thereof. In such event, even if the 7Pass Token sale is completed, the Company may not be able 

to receive the cryptocurrencies raised. In such case, the 7Pass Platform and any investment plans might 

be temporarily or permanently curtailed. As such, distributed 7Pass Tokens may hold little worth or 

value. 

The tax treatment of 7Pass Tokens is uncertain. 

The tax characterization of 7Pass Tokens is uncertain in many jurisdictions. You must seek your own tax 

advice in connection with purchasing 7Pass Tokens, which may result in adverse tax consequences to 

you, including but not limited to withholding taxes, income taxes and tax reporting requirements. You 

bear the sole responsibility for any taxation requirements, in purchasing, using and holding 7Pass Tokens. 
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The further development and acceptance of blockchain networks, which are part of a new and rapidly 

changing industry, are subject to a variety of factors that are difficult to evaluate.  The slowing or 

stopping of the development or acceptance of blockchain networks and blockchain assets would have an 

adverse material effect on the successful development and adoption of the Tokens. 

  

The growth of the blockchain industry in general, as well as the blockchain networks on which the Tokens 

will rely, is subject to a high degree of uncertainty.  The factors affecting the further development of the 

cryptocurrency and cryptosecurity industry, as well as blockchain networks, include, without limitation: 

  

 worldwide growth in the adoption and use of cryptocurrencies, cryptosecurities and other blockchain 

technologies; 

 government and quasi-government regulation of cryptocurrencies, cryptosecurities and other 

blockchain assets and their use, or restrictions on or regulation of access to and operation of 

blockchain networks or similar systems; 

 the maintenance and development of the open-source software protocol of cryptocurrency or 

cryptosecurities networks; 

 changes in consumer demographics and public tastes and preferences; 

 the availability and popularity of other forms or methods of buying and selling goods and services, 

or trading assets including new means of using government-backed currencies or existing networks; 

 general economic conditions and the regulatory environment relating to cryptocurrencies and 

cryptosecurities; and 

 a decline in the popularity or acceptance of cryptocurrencies or other blockchain-based tokens would 

adversely affect the Company’s results of operations. 

The cryptocurrency and cryptosecurities industries as a whole have been characterized by rapid changes 

and innovations and are constantly evolving.  Although they have experienced significant growth in recent 

years, the slowing or stopping of the development, general acceptance and adoption and usage of 

blockchain networks and blockchain assets may deter or delay the acceptance and adoption of the 

Tokens. 

 

The prices of digital assets are extremely volatile.  Fluctuations in the price of digital assets could 

materially and adversely affect the Company’s business, and the Tokens may also be subject to 

significant price volatility. 

  

The prices of cryptocurrencies, such as Bitcoin and Ether, and other digital assets have historically been 

subject to dramatic fluctuations and are highly volatile, and the market price of the Tokens may also be 

highly volatile.  Several factors may influence the market price, if any, of the Tokens, including, but not 

limited to: 

 

 the ability of the Tokens to trade in a secondary market, if at all; 

 the availability of a Designated Exchange or other trading platform for digital assets; 

 global digital asset and security token supply; 

 global digital asset and security token demand, which can be influenced by the growth of retail 

merchants’ and commercial businesses’ acceptance of digital assets like cryptocurrencies as payment 

for goods and services, the security of online digital asset exchanges and digital wallets that hold 

digital assets, the perception that the use and holding of digital assets is safe and secure, and the 

regulatory restrictions on their use; purchasers’ expectations with respect to the rate of inflation; 

 changes in the software, software requirements or hardware requirements underlying the Tokens; 

 changes in the rights, obligations, incentives, or rewards for the various holders of the Tokens; 

 interest rates; 
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 currency exchange rates, including the rates at which digital assets may be exchanged for fiat 

currencies; 

 government-backed currency withdrawal and deposit policies of digital asset exchanges; 

 interruptions in service from or failures of major digital asset and security token exchange on which 

digital assets and security tokens are traded; 

 investment and trading activities of large purchasers, including private and registered funds, that 

may directly or indirectly invest in securities tokens or other digital assets; 

 monetary policies of governments, trade restrictions, currency devaluations and revaluations; 

 regulatory measures, if any, that affect the use of digital assets and security tokens such as the 

Tokens; global or regional political, economic or financial events and situations; and 

 expectations among digital assets participants that the value of security tokens or other digital assets 

will soon change. 

A decrease in the price of a single digital asset may cause volatility in the entire digital asset and security 

token industry and may affect other digital assets including the Tokens.  For example, a security breach 

that affects purchaser or user confidence in Bitcoin or Ether may affect the industry as a whole and may 

also cause the price of the Tokens and other digital assets to fluctuate.  Such volatility in the price of 

the Tokens may result in significant loss over a short period of time. 

The private keys to the escrow wallet may be compromised and the cryptocurrencies may not be able 

to be disbursed. 

 

7Pass Tokens may be stored in a wallet or vault, which can only be accessed with a password selected 

by you. The wallet will hold a private key, or a combination of private keys, required to control and 

dispose of the 7Pass Tokens stored in your digital wallet or vault. Any loss of requisite private key(s) 

associated with your digital wallet or vault storing 7Pass Tokens, will result in loss of such 7Pass Tokens. 

If you do not maintain an accurate record of your private key or password used to access your private 

key, this may lead to the loss of your 7Pass Tokens. You must safely store your password in one or more 

backup locations that are well separated from the primary location. If you do not have such experience 

or expertise, then you should not participate or purchase 7Pass Tokens. 

Any third party that gains access to your private key may be able to gain access to your 7Pass Tokens. 

You must take care not to respond to any inquiry regarding your purchase of 7Pass Tokens, including 

but not limited to, email requests purportedly coming from the 7Pass website or a similar-looking domain. 

The loss, destruction, loss of access or data loss relating to a private key by 7Pass used to access a 

7Pass Token, may be irreversible and could adversely affect the value of the 7Pass Tokens. 7Pass 

disclaims all responsibility for loss, destruction, loss of access or data loss relating to a private key or its 

related 7Pass Token. 

There are certain risks inherent in the Ethereum protocol that could materially adversely affect 7Pass 

Tokens. 

As 7Pass Tokens and the Platform are based on cryptocurrency protocols, any malfunction, unexpected 

functioning, forking, breakdown or abandonment of the Ethereum protocol may have a material adverse 

effect on 7Pass Tokens or the Platform, including, but not limited to, impacting your ability to transfer 

or securely hold 7Pass Tokens. Such impact could adversely affect the value of 7Pass Tokens. 

Advances in cryptography, or technical advances such as the development of quantum computing, could 

present risks to 7Pass Tokens by rendering ineffective the cryptographic consensus mechanism that 

underpins the Ethereum protocol. 
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Ethereum is subject to the risk of mining attacks. 

As with other decentralized cryptographic tokens based on the Ethereum EIP-20 (previously known as 

ERC-20) protocol, 7Pass are susceptible to attacks by miners in the course of validating 7Pass Token 

transactions on the Ethereum blockchain, including, but not limited to, double-spend attacks, majority 

mining power attacks, selfish-mining attacks and race condition attacks. Any successful attacks present 

a risk to the Platform and 7Pass Tokens, including, but not limited to, accurate execution, recording of 

transactions involving 7Pass Tokens and expected proper payment operations. 

Risk of Personal Information Disclosure     

The Company may determine, in its sole discretion, that it is necessary to obtain certain information 

about a purchaser in order to comply with applicable law or regulation in connection with selling 7Pass to 

such purchaser. A purchaser may be asked to provide such information upon request and the Company 

may refuse to sell 7Pass to such purchaser until they provide such requested information and the 

Company has determined that it is permissible to sell them 7Pass under applicable law or regulation. The 

Company will take reasonable measures to ensure that any such disclosed personal information is 

maintained confidential and/or destroyed as applicable, but where such information is transmitted or 

stored electronically, there is a risk of its unintentional disclosure to third parties. 

Other Unanticipated Risks 

Cryptographic tokens such as the 7Pass Tokens are a new and relatively untested technology. In addition 

to the risks noted above, there are other risks associated with your purchase, holding and use of 7Pass 

Tokens, including those that 7Pass cannot anticipate. Such risks may further materialize as unanticipated 

variations or combinations of the risks set out above. 

IV. POTENTIAL CONFLICTS OF INTEREST 

Prospective investors should note that the Company and their respective affiliates, including their 

respective directors, officers, partners and employees, may be subject to various conflicts of interest in 

their relationship with the Company.  These conflicts of interest include, without limitation, the following: 

Diverse Company Tokenholders   

The Tokenholders may have conflicting investment, tax, regulatory and other interests with respect to 

their investment in the Company.  The conflicting interests of individual Tokenholders may relate to or 

arise from, among other things, the nature of investments made by the Company, the structuring or the 

acquisition of investments and the timing of disposition of investments.  As a consequence, conflicts of 

interest may arise in connection with decisions made by the Company, including with respect to the 

nature or structuring of investments, that may be more beneficial for one Tokenholder or one set of 

Tokenholders than for another Tokenholder or another set of Tokenholders, particularly with respect to 

Tokenholders’ individual tax situations.  In selecting and structuring investments appropriate for the 

Company, the management team will consider the investment and tax objectives of the Company, not 

the investment, tax or other objectives of any Tokenholder individually. 

Competition for Investment Opportunities 

To the extent permitted, the Company and the management team may advise, manage or operate other 

investment vehicles in addition to the Company or other Company entities with respect to investments 

similar to those sought by the Company.  In such cases co-investment opportunities may be proposed 

to the Company in a manner permitted by the constituent documents of such entities. 



 

 

 

 
7Pass Token, Whitepaper – v 3.01                                               www.7passtoken.com

84 

Personnel   

Certain personnel of the Company and/or their respective affiliates, including the directors and partners 

thereof, may devote only a portion of their time to the provision of advisory and management services 

to the Company.  Such personnel will provide the time necessary for the proper performance of their 

duties to the Company, even though they are involved in other activities (including those related to other 

investment vehicles) independent of the Company. 

Transactions Related to Other Affiliated Funds   

The Company may co-invest with other companies, partnerships or vehicles, advised, managed by or 

affiliated with the management team and/or their respective affiliates (including, without limitation, 

predecessor and successor funds).  Conflicts of interest may arise in connection with certain transactions 

involving investments by the Company and such “affiliated” vehicles in the same portfolio investment 

(including in respect of timing, structuring and terms of such investments and disposition thereof).   

No Separate Counsel  

The Company does not have counsel separate and independent from that of the management team’s 

affiliated funds.  In the event any dispute or controversy arises in which the interests of the Company, 

on the one hand, are in conflict with those of the management team and/or their respective affiliated 

funds; on the other hand, the Company, the management team, and/or such affiliated funds, as the 

case may be, may be required to retain its or their own counsel, as the management team may decide.  

No separate counsel has been retained by the Company or the management team to act on behalf of 

Tokenholders.  Each Tokenholder is responsible for obtaining its own legal representation. 

THIS LIST OF RISK FACTORS AND POTENTIAL CONFLICTS OF INTEREST DOES NOT PURPORT TO BE A 

COMPLETE ENUMERATION OR EXPLANATION OF ALL OF THE RISKS INVOLVED IN AN INVESTMENT IN 

THE FUND.  POTENTIAL INVESTORS SHOULD READ THE WHITEPAPER AND OTHER RELATED PURCHASE 

DOCUMENTS AND CONSULT WITH THEIR OWN ADVISORS BEFORE DETERMINING WHETHER TO INVEST 

IN THE COMPANY. 

BY PURCHASING THE TOKEN, EACH INVESTOR WILL BE DEEMED TO HAVE ACKNOWLEDGED THE 

EXISTENCE OF SUCH ACTUAL AND POTENTIAL RISKS AND CONFLICTS OF INTEREST AND TO HAVE 

WAIVED ANY CLAIM WITH RESPECT TO LIABILITY ARISING FROM THE EXISTENCE OF SUCH RISKS AND 

CONFLICTS OF INTEREST. 
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Cautionary Note on Forward-Looking Statements 
 
All statements contained in the Available Information, statements made in any press releases or in any 

place accessible by the public and oral statements that may be made by the Company or the Company 

Representatives (as the case may be), that are not statements of historical fact, constitute “forward 

looking statements”. Some of these statements can be identified by forward-looking terms such as “aim”, 

“target”, “anticipate”, “believe”, “could”, “estimate”, “expect”, “if”, “intend”, “may”, “plan”, “possible”, 

“probable”, “project”, “should”, “would”, “will” or other similar terms. However, these terms are not the 

exclusive means of identifying forward-looking statements. All statements regarding the Company’s 

financial position, business strategies, plans and prospects and the future prospects of the industry which 

the Company is in are forward-looking statements. These forward-looking statements, including but not 

limited to statements as to the Company’s revenue profitability and growth, expected revenue profitability 

and growth, prospects, future plans, other expected industry trends and other matters discussed in the 

Available Information regarding the Company are matters that are not historic facts, but only estimations 

and predictions. The Company makes no representation or warranty on having made any predictions or 

estimates or expectations on the basis of any formula, any mathematical or scientific modelling or 

forecast, or having made any due and proper enquiries or having undertaken any independent research 

or studies or otherwise. These forward-looking statements involve known and unknown risks, 

uncertainties and other factors that may cause the actual future results, performance or achievements 

of the Company to be materially different from any future results, performance or achievements 

expected, expressed or implied by such forward-looking statements. These factors include, amongst 

others: 

(a) changes in legal political social economic and stock or cryptocurrency market conditions and the 

regulatory environment in the countries in which the Company conducts its Token Sale its business 

and/or its operations; 

(b) the risk that the Company may be unable or execute or implement its business strategies and 

future plans; 

(c) changes in interest rates and exchange rates of fiat currencies and cryptocurrencies; 

(d) changes in the anticipated growth strategies and expected internal growth of the Company; 

(e) changes in the availability and fees payable to the Company in connection with its business and 

operations; 

(f) changes in the availability and salaries of employees who are required by the Company to operate 

its business and operations; 

(g) changes in preferences of customers of the Company; 

(h) changes in competitive conditions under which the Company operates, and the ability of the 

Company to compete under such conditions; 

(i) changes in the future capital needs of the Company and the availability of financing and capital to 

fund such needs;  

(j) war or acts of international or domestic terrorism; 

(k) occurrences of catastrophic events, natural disasters and acts of God that affect the businesses 

and/or operations of the Company; 

(l) other factors beyond the control of the Company; and 

(m) any risk and uncertainties associated with the Company and its business and operations, the 

Tokens, the Token Sale and reliance on all or any part of the Available Information. 

 
All forward-looking statements made by or attributable to the Company or Company Representatives are 

expressly qualified in their entirety by such factors. Given that risks and uncertainties that may cause 

the actual future results, performance or achievements of the Company to be materially different from 

that expected, expressed or implied by the forward-looking statements in the Available Information, 

undue reliance must not be placed on these statements. 
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These forward-looking statements are applicable only as of the later of the date of publication of the 

White Paper and the latest date that the Website has been updated. Neither the Company nor the 

Company Representatives nor any other person represents, warrants and/or undertakes that the actual 

future results, performance or achievements of the Company will be as discussed in those forward-

looking statements. The actual results, performance or achievements of the Company may differ 

materially from those anticipated in these forward-looking statements. 

 
Nothing contained in the Available Information is or may be relied upon as a promise, representation or 

undertaking as to the future performance or policies of the Company or value of the Tokens. Further, 

the Company disclaims any responsibility to update any of those forward-looking statements or publicly 

announce any revisions to those forward-looking statements to reflect future developments, events or 

circumstances, even if new information becomes available or other events occur in the future. 

 
The offer and sale of the Tokens have not been and will not be registered under the U.S. Securities Act 

of 1933, as amended (the "Securities Act"), and may not be offered or sold within the United States or 

to, or for the account or benefit of, U.S. persons except in certain transactions exempt from the 

registration requirements of the Securities Act. 

 
Each purchaser has agreed that it will not offer, sell or deliver the Tokens (a) as part of its distribution 

at any time or (b) otherwise until one year after the later of the commencement of the Token sale and 

the closing date, within the United States or to, or for the account or benefit of, U.S. persons and it will 

have sent to each broker-dealer to which it sells Tokens in reliance on Regulation S during such one-

year period, a confirmation or other notice detailing the restrictions on offers and sales of the Tokens 

within the United States or to, or for the account or benefit of, U.S. persons. Terms used in this paragraph 

have the meanings given to them by Regulation S under the Securities Act. 
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Endnotes / References    
 

1. As described in the "Banking Access Strategies for Cannabis-Related Businesses: A Report from 

the State Treasurer's Cannabis Banking Working Group," issued on November 7, 2017 (the 

"Banking Report"), the fact that cannabis is classified as a Schedule I drug under the Controlled 

Substances Act of 1970 is the "primary barrier keeping the cannabis industry out of the banking 

system." Banking Report at pg. 7. Under various federal anti-money laundering and anti-

terrorism laws, it is "illegal for financial institutions to handle funds stemming from criminal 

activity, including violations of federal drug laws." Id. Therefore, until federal law changes, 

adherence to any guidance from federal agencies (including the Department of Justice or the 

Financial Crimes Enforcement Network) to financial institutions interested in doing business with 
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