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Lawsuit accuses Central Coast retailer of trafficking
cannabis
June 19, 2023

By KAREN VELIE

After years of whispered allegations, a recently filed lawsuit accuses the owner of five
cannabis retail stores in San Luis Obispo and Santa Barbara counties of being the largest, or
one of the largest, black marketeers of cannabis in California, and possibly the nation.

Cannabis retailer Catalyst, under the name 562 Discount Med, filed the suit in Los Angeles
County Superior Court on June 6 against Glass House Brands for harming the legal market
through its alleged illegal activity. The suit accused Glass House of selling a significant
amount of the cannabis it produces on the black market in states as far away as New York
and New Jersey.

California pot farmers are producing up to nine times the amount of cannabis consumed in
the state. By selling on the black market, Glass House is able to sell its cannabis at a high
price margin and avoid paying taxes, according to the suit.

“Glass House Brand’s illegal and unfair business structure and practices have allowed it to
‘unload,’ at high margins, massive quantities of cannabis that otherwise would have gone
unsold in the legal market, or alternatively, if offered in the legal market, would have
significantly driven down the market price of all of Glass House Brand’s cannabis,” according
to the lawsuit. “The dual channel structure it has employed is a huge ‘win-win’ for Glass
House Brands and a huge cost for Catalyst and other legal operators who lose sales to illegal
dispensaries and are required to actually pay the mandated taxes.”

With the capacity to grow over 300,000 pounds of cannabis a year at its outdoor farms and
greenhouses, Glass House’s assets also include manufacturing facilities and nine retail
shops.

On the Central Coast, Glass House operates Farmacy cannabis stores in Santa Barbara,
Goleta and Santa Ynez. Glass House also owns Natural Healing Center (NHC) pot shops in
Morro Bay, Grover Beach and Lemoore.

For years, NHC battled allegations of black market distribution and other illegal activity.
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Shortly before Marijuana mogul Helios Dayspring was sentenced to prison for bribery and
tax evasion, Dayspring’s NHC agreed to sell three of its retail cannabis stores to Glass House
Brands for a combination of cash and stock equity.

In a 2022 press release regarding the agreement, Glass House reported that NHC’s cannabis
shops in Morro Bay and Lemoore had a combined yearly revenue of $15.3 million. Glass
House purchased the two stores for approximately $22.6 million, $5.7 million in cash and
the remainder in Glass House stock.

Projected to bring in $10 million a year, Glass House agreed to purchase NHC’s fully
permitted Turlock cannabis shop, which has not yet opened. In 2022, Glass House agreed to
provide NHC stock and a promissory note based on profit levels after a year and a half of
operations.

In 2016, CalCoastNews first reported allegations that former SLO County Supervisor Adam
Hill was asking marijuana business owners to pay bribes in return for favorable votes. After
FBI agents raided Hill’s Shell Beach home, Hill took his life.

For years, CalCoastNews exclusively reported about Dayspring’s alleged bribery, tax
evasion, illegal cannabis sales and property fraud while several local media outlets sang his
praises. NHC purchased significant advertising space from both the SLO Tribune and the
SLO New Times.

During CalCoastNews’ investigation, former employees and associates accused Dayspring of
illegally trafficking marijuana and money laundering. They alleged that Dayspring shipped
marijuana from his grows out of state and used real estate purchases to launder profits.

Dayspring sent hundreds of pounds of pot with drivers in trucks or cars to Los Angeles a
couple times a month, said Tony Brocking, a former employee of Dayspring. The cannabis
was then shipped to the Midwest and the East Coast.

Another former employee of Dayspring described driving over state lines to collect cash
payments from the black market distributors.

If the lawsuit against Glass House is accurate, the business model appears not to have
changed.

In the lawsuit, Catalyst argues that based on Glass House’s reported crop production and
retail sales, it is only selling 25% of its products legally.

The lawsuit, filed by Jeff Augustini, seeks an injunction prohibiting Glass House from
engaging in illegal business practices, attorney fees, court costs and “other or different
relief.”
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5 COMMENTS

jimmy_me

06/20/2023 1:11 pm

Glass House apparently did not pay off the right people in order to avoid this litigation.

6

GreatGuy

06/19/2023 7:14 pm

This is why federal government should decriminalize recreational marijuana on a nationwide basis.
Problem solved.

0

mjd

06/19/2023 3:20 pm

Shame on our crooked local SLO TT, they obviously put their own profits above integrity, and SLO TT
editor Joe Tarica has allowed the newsroom to be polluted by circulation/profit issues. Worse, local so-
called politicl leaders like Dawn Addis, Heidi Harmon, Andy Pease, Aaron Gomez, Caren Ray Rossum,
Jimmy Paulding, etc., have been shown to be ethically-challenged, and their continued presence in
publicc office is unconscionable.

29

kayaknut
Reply to  06/19/2023 5:30 pm

“their continued presence in public office is unconscionable”, apparently not too enough
voters to put or keep them in office.

-6

Eyes Everywhere

Subscribers

Register
Log in
Entries feed
Comments feed
WordPress.org

Home  Uncovered SLO  Daily Briefs  Discovered  Eye o
the Coast  Opinion  Screening Room

Home  Contact Us  Advertise  About Us  RSS  Site
Map  Search  Subscribe  DMCA Notice

Terms Of Service     Privacy Policy

Copyright © 2008-2023 Cal Coast News. Trademarks property
of their respective owners. All posts and Comments © the

original authors.     

mjd

https://calcoastnews.com/2023/06/central-coast-cannabis-business-files-countersuit-against-competitor/
https://calcoastnews.com/2019/12/california-sues-nipomo-cannabis-processing-company/
https://calcoastnews.com/2020/01/beraud-takes-big-campaign-donations-from-controversial-marijuana-figures/
https://calcoastnews.com/2020/10/slo-county-marijuana-mogul-accused-of-fraud-again/
https://calcoastnews.com/2019/12/slo-man-arrested-for-selling-black-market-marijuana/
https://calcoastnews.com/2022/12/santa-barbara-county-pot-grow-in-line-to-be-largest-in-california/
https://calcoastnews.com/2023/06/kayaker-dies-off-the-coast-of-avila-beach/
https://calcoastnews.com/2023/06/fire-damages-detached-garage-in-slo/
http://calcoastnews.com/comment-guidelines/
https://calcoastnews.com/wp-login.php?redirect_to=https%3A%2F%2Fcalcoastnews.com%2F2023%2F06%2Flawsuit-accuses-central-coast-retailer-of-trafficking-cannabis%2F
https://calcoastnews.com/wp-login.php?action=register
https://calcoastnews.com/wp-login.php
https://calcoastnews.com/feed/
https://calcoastnews.com/comments/feed/
https://wordpress.org/
http://calcoastnews.com/
http://calcoastnews.com/contact-us
http://calcoastnews.com/advertise
http://calcoastnews.com/about-us
http://feeds2.feedburner.com/FrontpageNewsAtCalCoastNews?format=xml
http://calcoastnews.com/sitemap
http://calcoastnews.com/search
http://calcoastnews.com/subscribe
http://calcoastnews.com/digital-millennium-copyright-act-notice/
http://calcoastnews.com/terms-of-service/
http://calcoastnews.com/privacy-policy/
http://calcoastnews.com/


7/24/23, 5:16 PM Lawsuit accuses Central Coast retailer of trafficking cannabis

https://calcoastnews.com/2023/06/lawsuit-accuses-central-coast-retailer-of-trafficking-cannabis/ 4/4

06/19/2023 10:49 am

Apparently the lesson here is that Glass House shouldn’t get stoned.
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