Concise Explanatory Statement

Rhode Island Government Register

In accordance with the Administrative Procedures Act, R.I. Gen. Laws § 42-35-2.6, following is
a concise explanatory statement:

AGENCY: Rhode Island Department of Business Regulation (“Department”)
DIVISION: Office of Cannabis Regulation
RULE IDENTIFIER: 230-RICR-80-05-3

REGULATION TITLE: Disclosure Requirements Regarding Public Company Interest
Holders in Marijuana Establishment Licensees

RULEMAKING ACTION: Adoption

REASON FOR RULEMAKING:

The proposed new regulation will accommodate and support Rhode Island’s developing cannabis
industry by articulating reasonable disclosure standards for a type of interest holder not initially
contemplated in the current Regulations, 230-RICR-80-05-1. Within the current Regulations, all
interest holders in a marijuana licensee must be disclosed down to the individual person level.
This includes persons that hold low-level shareholder interests in a corporate entity that holds an
interest in a marijuana licensee. All such persons must obtain a background check and be
disclosed to the Department. As Rhode Island marijuana licensees expand their businesses,
publicly traded corporations may seek to invest in and/or provide management services to the
State’s licensees. However, disclosure of every shareholder of a publicly traded corporation is
arduous and ultimately futile because shares trade daily and the list of shareholders is perpetually
changing. Therefore, this new regulation adds disclosure standards for publicly traded
corporation interest holders, which mirror the disclosure requirements of the stock exchanges on
which the corporations are listed and/or applicable securities regulators. This is achieved by
requiring disclosure of those shareholders who have an interest in the publicly traded corporation
over a defined threshold, which is typically those shareholders with interests of five percent (5%)
or greater.

CHANGES TO TEXT OF THE RULE:

No comments were received and no changes to the text of the rule were made. Therefore, the
final rule is the same was what was proposed.

REGULATORY ANALYSIS:



The proposed adoption eliminates incompatibility of 230-RICR-80-05-1 with disclosure
requirements for public company interest holders because of the virtual impossibility of knowing
the identity of every shareholder at any point in time. This new regulation reduces burden in
filling out disclosure forms, helps licensees to leverage value, and provides more options to
obtain financing and investors.

In the development of the proposed amendment consideration was given to: (1) alternative
approaches; (2) overlap or duplication with other statutory and regulatory provisions; and (3)
significant economic impact on small business. No alternative approach, duplication, or overlap
was identified based upon available information.



