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BUSINESS 

  

Overview 

  

The marketplace for the use of orally administered CBD’s has grown exponentially over the last 

few years and continues to exhibit huge growth potential. The market is expected to reach over 2 

Billion Dollars in sales in North America in the coming year with a projected compound annual 

growth rate of 32% to 2024, with health benefits of CBD oil being one of the major drivers of the 

market. 

 

However, the FDA has expressed concerns over potential damage to the liver when consuming 

CBD’s in oral supplements. It is likely that the federal government will legalize cannabis for 

medical use and, if so, it is possible that the U.S. Food and Drug Administration, or FDA, would 

seek to regulate it under the Food, Drug and Cosmetics Act of 1938 and will seek to ensure that 

any concerns over potential liver damage are effectively negated. As such all manufacturers of oral 

CBD products will be keen to have an effective and proven method to make their products non 

liver toxic. 

 

Blackhawk Science inc. hold a license for a formulation (patent pending) which, when combined 

with orally taken CBD’s, protects the liver from damage. 

 

The licensed intellectual property is based on established bioscience principles and practices and 

has successfully been bench-tested in the laboratory on human liver cells and leading brands of 

CBD’s. 

 

As a formulation based on naturally occurring substances, which have been FDA approved for 

other uses, the use of our formulation will not require extensive and expensive FDA approval. 

 

Our license was granted to us in December 2018 by Blackhawk Partners Ltd., a corporation 

organized under the laws of the Republic of Cyprus and is a perpetual, exclusive right to sublicence 

the formulation protected by the patent to third party manufacturers of CBD products in North 

America. 

   

  

  

Proposed Sublicensing Program 

  

Upon successful conclusion of testing, we intend to sublicense third parties to use the licensed 

formulation to produce, manufacture, and sell their CBD products to include the liver protection 

formulation in consideration of initial payments and ongoing production royalties.  We do not now, 

and do not intend to, produce, distribute, or market the product ourselves.  

  

We intend to sublicense the licensed formulation only to third parties that have established CBD 

production business legally engaged in the business of producing and manufacturing cannabis-

derived products and byproducts for sale. 
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We have already sublicensed the formulation to a Florida based corporation, Integrity Cannabis 

Solutions  inc.  (ICS), under a strategic alliance agreement in February of 2020. Under the terms 

of this agreement ICS are required to pay a stage payment license fee of $250,000 plus royalty 

payments of 8% on sales. 

  

 

  

  

Sources and Availability of Raw Materials 

 

The compounds used in our formulation are naturally occurring and readily available from multiple 

sources.  The dosage levels required as an addition to CBD products are low and as such we do 

not anticipate that licensees will have any difficulty in sourcing their requirements. 

  

Patents 

  

We have the rights to sell licenses to third parties to utilize the following patent applications 

under our License. We do not currently own any other intellectual property. 

  

 

Patents: 

 

Application No. Title Filing 

Date 

Jurisdiction 

GB1914719.8 

A Pharmaceutical composition 

comprising 

Cannabinoid 

01/24/202

0 

United 

Kingdom 

    

The protection of proprietary rights relating to our formulation is critical for the business. The 

patent is filed in the United Kingdom under the Patent Co-operation Treaty and as such has 

protection in the United States.  The patent will further be filed in the United States under its 

own filing. 

  

We do not believe that any of the patents or other proprietary rights that we license infringe upon 

the rights of third parties. However, we cannot assure that others may not assert infringement 

claims against us in the future, and we recognize that any such assertion may require us to incur 

legal and other defense costs, enter into compromise royalty arrangements, or terminate the use of 

some technologies. Further, we may be required to incur legal and other costs to protect our 

proprietary rights against infringement by third parties. 

  

  

Market 

  

All manufacturers of CBD products are potential licencees. 



II-3 

 

 

Competition 

  

There will be a number of organisations looking to develop methods to negate the toxicity of oral 

CBD’s.  However, it should be recognized that synthetic formulations are likely to require 

extensive trials and approvals by the FDA, whereas our formulation of natural products has already 

passed any current legislative approval requirement. 

  

Government Approvals and Regulation in the U.S. Cannabis Industry 

  

Legislation and Interpretation 

 

Thirty-three states and the District of Columbia currently have laws broadly legalizing cannabis in 

some form for either medicinal or recreational use. However, cannabis is a Schedule I drug under 

the Controlled Substances Act of 1970, or CSA, and is therefore illegal under federal law. The 

U.S. Supreme Court has ruled that the federal government has the right to regulate and criminalize 

the sale, possession, and use of cannabis, even for medical purposes. Thus, even where cannabis 

has been legalized under state law, its use, possession, or cultivation remains a violation of federal 

law.  

 

The U.S. Department of Justice, or DOJ, stated that Schedule I controlled substances are “the most 

dangerous drugs” with “potentially severe psychological or physical dependence.” If the federal 

government decides to enforce the CSA, those charged with distributing, possessing with intent to 

distribute, or growing cannabis could be subject to fines of up to $50 million or prison sentences 

up to life, even if they comply with state law. Further, individuals and entities may violate federal 

law if they intentionally aid and abet another violator or conspire to do so.  

 

We have not requested or obtained any opinion of counsel or authority ruling to determine whether 

our operations comply with any state or federal laws or if we are assisting others to violate said 

laws. If our operations are deemed to violate any state or federal laws or if we are deemed to be 

assisting others in violating said laws, any resulting liability could cause us to modify or cease our 

operations. 

 

In light of the conflict between federal and state cannabis laws, in August 2013, under the Obama 

administration, DOJ Deputy Attorney General James M. Cole issued the Cole Memorandum to 

U.S. Attorneys providing guidance concerning marijuana enforcement under the CSA. It 

effectively stated it was not an efficient use of federal resources to direct federal law enforcement 

agencies to prosecute individuals following state laws that allow medical cannabis. The Cole 

Memorandum stated that when states have implemented strong and effective regulatory and 

enforcement systems to control the cultivation, distribution, sale, and possession of cannabis, 

conduct in compliance with those laws is less likely to threaten federal priorities and that state and 

local law enforcement and regulatory bodies should remain the primary means of addressing 

cannabis-related activity. 

 

In January 2018, under the Trump administration, the DOJ issued a policy memorandum on federal 

marijuana enforcement announcing a return to the rule of law and rescinding previous guidance 
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documents, including the Cole Memorandum. Attorney General Jeff Sessions directed U.S. 

Attorneys to determine whether to pursue prosecution of cannabis activity based upon the 

seriousness of the crime, the deterrent effect of criminal prosecution, and the cumulative impact 

of particular crimes on the community. The DOJ claims this is a return of trust and local control 

to federal prosecutors who know where and how to deploy federal resources most effectively to 

reduce violent crime, stem the tide of the drug crisis, and dismantle criminal gangs. Mr. Sessions 

reiterated that the cultivation, distribution, and possession of marijuana continues to be a crime 

under the CSA, that “it is the mission of the DOJ to enforce the laws of the United States,” and 

that all U.S. Attorneys should use previously established prosecutorial principles to disrupt 

criminal organizations, tackle the growing drug crisis, and thwart violent crime across our country. 

Notwithstanding the change in guidance, year-end reports on the federal judiciary indicate that 

federal marijuana prosecutions dropped in both 2018 and 2019, even as the total number of 

defendants charged with drug crimes increased. Nevertheless, the DOJ could decide to strongly 

enforce the federal laws applicable to cannabis, causing us significant or irreparable financial 

damage. We cannot predict the position of the Biden Administration in these matters.  

 

Congress possesses broad authority to change the status of cannabis under the CSA and related 

federal laws. In each budget cycle since 2014, Congress has passed an appropriations rider, known 

as the “Rohrabacher-Blumenauer Amendment,” barring the DOJ from using taxpayer funds to 

prevent states from implementing their own laws that authorize the use, distribution, possession, 

or cultivation of medical marijuana. This amendment does not change the legal status of cannabis, 

prevent criminal liability, or effect recreational marijuana. It must be renewed each fiscal year in 

order to remain in effect, and if Congress repealed the rider, the DOJ could prosecute CSA 

violations retroactively while the rider was in effect. On December 27, 2020, the amendment was 

renewed and is effective through September 30, 2021. The U.S. Court of Appeals for the Ninth 

Circuit held in 2016 that the Rohrabacher-Blumenauer Amendment, in the opinion of the court, 

also prohibits the DOJ from spending funds from other relevant appropriations acts to prosecute 

individuals who engage in conduct permitted by state medical-use cannabis laws and who strictly 

comply with said state laws. This opinion applies only to states within the Ninth Circuit in the 

western United States. 

 

On December 20, 2018, President Trump signed the Agriculture Improvement Act that removed 

hemp, a member of the cannabis family, from being considered a Schedule I controlled substance 

under the CSA if it contains less than 0.3 percent THC. Hemp cultivation is now broadly permitted. 

It is unknown however if other cannabis derivatives will be federally legalized or whether the 

federal regulatory regime will be changed under the Biden Administration. 

 

If the federal government were to strictly enforce federal law regarding cannabis and its chemically 

active compounds, we would likely be unable to execute our business plan. Even if our activities 

do not interfere with any of the enforcement priorities of the DOJ, we could be seen as violating 

federal law and be unable to conduct our business except with corporations that produce CBD’s 

from hemp. 

 

Federal prosecutors have significant discretion, and we cannot ensure that federal prosecutors in 

the judicial districts in which we operate will not choose to strictly enforce federal cannabis laws. 

Any change in the federal government’s enforcement posture respecting state-licensed cultivation 
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of cannabis or its chemical components, including the postures of individual federal prosecutors, 

may result in our inability to execute our business plan, and we would likely suffer significant 

losses, which would adversely affect our securities.  

 

Should the federal government legalize cannabis for medical use, it is possible that the U.S. Food 

and Drug Administration, or FDA, would seek to regulate it under the Food, Drug and Cosmetics 

Act of 1938. Additionally, the FDA may issue rules and regulations including requirements to use 

certified good manufacturing practices related to the growth, cultivation, harvesting, and 

processing of medical cannabis. Clinical trials may be needed to verify efficacy and safety. It is 

also possible that the FDA would require that facilities where medical cannabis is grown be 

registered with the FDA and comply with certain federally prescribed regulations. If these 

regulations were imposed, we do not know what the impact would be on the cannabis industry 

generally and on us specifically and what costs, requirements, and prohibitions may be enforced. 

If our sublicensees are unable to comply with the regulations or registration as prescribed by the 

FDA, such sublicensees may be unable to continue to operate their businesses in the U.S. markets. 

  

Local and state marijuana laws and regulations are broad in scope and subject to evolving 

interpretations, which could require our sublicensees to incur substantial costs associated with 

compliance or altering our business plan. Allegations or findings that we have violated these laws 

could disrupt our business and result in a material adverse effect on our operations. In addition, 

future regulations may be enacted that are directly applicable to our proposed business. We cannot 

predict the nature of any future laws, regulations, interpretations, or applications, nor can we 

determine what effect they may have on our business. 

 

Financial Transactions and Future Laws 

 

We do not plan to produce, transport or market cannabinoids, which would make the following 

directly applicable to us.  However, we anticipate that our sublicensees will be subject to the 

following requirements, which may impact our business. Financial transactions involving 

cannabis-related proceeds may trigger prosecution under federal money laundering statutes, 

unlicensed money transmitter statutes, and the U.S. Bank Secrecy Act. The penalties for violations 

of these laws include imprisonment, substantial fines, and forfeiture. With the rescission of the 

Cole Memorandum, there is increased uncertainty and added risk that federal law enforcement 

authorities could seek to pursue money laundering charges against entities or individuals engaged 

in supporting the cannabis industry. 

 

In response to the Cole Memorandum, in February 2014, the Financial Crimes Enforcement 

Network, a division of the U.S. Department of the Treasury, issued guidance regarding how 

financial institutions can provide services to cannabis-related businesses consistent with their 

obligations under the Bank Secrecy Act. In August 2014, the DOJ further directed federal 

prosecutors to consider the federal enforcement priorities in the Cole Memorandum when 

determining whether to charge institutions or individuals with financial crimes based upon 

cannabis-related activity. Nevertheless, banks remain hesitant to offer banking services to 

cannabis-related businesses. Thus, it is difficult for businesses in the cannabis industry to establish 

banking relationships. Although we do not produce, transport, or sell cannabis or its products, 

financial institutions may refuse to do business with us based on their conclusion that our activities 
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are intertwined with the cannabis industry. Our inability to maintain our current bank accounts 

would make it difficult for us to operate our business, increase our operating costs, and pose 

additional operational, logistical, and security challenges that could result in our inability to 

implement our business plan.  

 

The Bank Secrecy Act requires us to report currency transactions over $10,000 to the IRS, 

including identification of customers by name and social security number. The Bank Secrecy Act 

also requires us to report certain suspicious activity, including any transaction over $5,000 that we 

suspect may involve funds from illegal activity or is designed to evade federal regulations or 

reporting requirements, and to verify sources of funds. Substantial penalties can be imposed 

against us if we fail to comply with this regulation, which could have a material adverse effect on 

our business, financial condition, and results of operations. These Bank Secrecy Act requirements 

may adversely affect us because many of the firms with which we may do business rely on cash 

transactions because of their inability to establish regular banking relationships.  

 

Costs and Effects of Compliance with Environmental Laws 

  

We do not anticipate that our future business activities will subject us to any environmental 

compliance regulations. 

  

However, the operations of our sublicensees may be subject to environmental regulation in the 

various jurisdictions in which they operate. These regulations mandate, among other things, the 

maintenance of air and water quality standards and land reclamation. They also set forth limitations 

on the generation, transportation, storage, and disposal of solid and hazardous waste. The 

formulations that are parts of our licensed technology must be applied, used, and discarded in 

accordance with these requirements. Environmental legislation is evolving in a manner that will 

require stricter standards and enforcement, increased fines and penalties for noncompliance, more 

stringent environmental assessments of proposed projects, and a heightened degree of 

responsibility for companies and their officers, directors, and employees. We cannot assure that 

future changes in environmental regulation, if any, will not adversely affect the operations of a 

sublicensee, which in turn will affect our operations. 

  

Government approvals and permits are currently and may in the future be required in connection 

with the operations of our sublicensees. To the extent such approvals are required and not obtained, 

our sublicensees may be curtailed or prohibited from production of medical cannabis-related 

products, delaying the development of our operations as currently proposed. 

  

Failure to comply with applicable environmental laws and regulations could subject our 

sublicensees to regulatory or agency proceedings or investigations and may result in enforcement 

actions thereunder, including orders issued by regulatory or judicial authorities causing operations 

to cease or be curtailed, and may include damage awards, fines, penalties, or corrective measures 

requiring capital expenditures or remedial actions. Our sublicensees may be required to 

compensate those suffering loss or damage by reason of their operations using our technology and 

civil or criminal fines or penalties may be imposed for violations of applicable laws or regulations. 
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Our Organization 

  

We were incorporated in California on 21st November 2019.  

 

PROPERTIES 

 

Our principal executive offices are located at  

 

LEGAL PROCEEDINGS 

  

To the best of our knowledge, there are no pending legal proceedings to which we are a party or 

of which any of our property is the subject.  
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