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Introduction

Introduction 

It has been stated several times by this committee and by the public that the cannabis industry is 
not "New". It is newly legalized and regulated. It has (legally) been around since 1996. It has 
been around for many years before that 
"With the passage of the MAUCRSA, the Bureau was established to create a comprehensive 
and coherent regulatory framework for an established industry that had not been 
comprehensively regulated by the state." (bolded for emphasis) 

While the industry will, obviously, grow and change, and there needs to be 
regulations to control this; the framework should also be for the established
industry (as stated) not (the other way around) establishing an entire new 
industry with the framework. (see page 10) 

The industry's operations, until recently, have almost always been performed as a Home 
Business. 

Proposition 64 has paved the way for much larger "legitimate" operations and (unfortunately) 
the regulatory agencies have devoted most of their regulatory attention to this future aspect of 
the industry leaving the pioneers of the industry, and those who choose to continue their legacy, 
to suffer the rigors of the playing field that the regulators chose to impose. 

It is a well-known fact that the "Small Farmer" has been responsible for the base of most of the 
research that has been done to date regarding the Cannabis plant and has typically worked out 
of their home. The "Small Farmer" is best suited for developing the industry's future because 
they have the experience and desire to further the research, because it is being done on a smaller 
scale, and, therefore there's less financial risk compared to large, corporate operations. While 
large Cannabis operations may have R&D departments, this license would allow the "Small 
Farmer" to continue or establish a Home-Based operation to document their efforts, contribute 
to the industry and the community, and further the intent of the statute. This will further the 
industry. 

Whether it is the current adult use trend or the latest medical breakthrough, the "Small Farmer" 
has consistently produced the genetics and/or products for the body of evidence to bear out the 
resulting recreational trend or medical study. 

In an effort to further the intent of the statute, reduce diversion, and in recognition of the facts 
stated above, the Bureau has the authority to adopt a new license that encourages the 
contributions of the small operator and/or the legacy farmer as the Cottage Microbusiness 
License 

While the Cottage Microbusiness License holder would realize substantial reductions in current 
taxes, regulations, and fees; the contributions by these licensees are expected to enhance current 
fiscal expectations to the State by increased adoption (more legitimate licensees), competition 
(more choices for the consumer), less onerous regulations due to the scale of the operation, and 
a sense of community for other small farmers, ensuring a smoother transition to the regulated 
marketplace. 
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We have tried to keep this proposal within the regulatory authority and we have redefined (in 
some instances) the regulatory agency's interpretation of the statute. Should legislation be 
required for some of the items; steps will be taken to develop the legislation as these items are 
identified. 

Basic Concepts for the License 

It is the intent of the Cottage Microbusiness License to provide for limited agricultural, 
commercial and industrial activities in conjunction with a dwelling that do not alter or 
disturb the residential or rural nature of the premises or its surroundings. Such limited 
commercial and industrial activities are commonly known as cottage industries and are 
defined as follows: 
(A) The particular activities conducted by the Cottage Microbusiness, and their
operation and appearance, shall not change or disturb the residential or rural character
of the premises or its surrounding.
(B) The activities are environmentally sound regarding the project site and region.
(C) No additional service demands will be created by the activities.
D) Limit, one Cottage Microbusiness license per owner, regardless of how many
residences they may own.
(E) The Cottage Microbusiness License applicant must choose at least three of the four
activities.

. CULTIVATION 
o Outdoor and Mixed Light Cultivation- < 5,000 sq. ft. of actual

canopy.
If the cultivation has more than one cycle it shall be 

compensated for by the size of the canopy. For example: 
If the cultivation has two cycles it would be limited to 
2,5000 sq. ft. of canopy. 

If the cultivation has four cycles it would be limited to 
1,250 sq. ft. of canopy. 

o Indoor Cultivation- $ 2,500 sq. ft. of canopy.
" If the cultivation has more than one cycle it shall be 

compensated for by the size of the canopy. For example: 
. If the cultivation has two cycles it would be limited to 

1,250 sq. ft. of canopy. 
If the cultivation has four cycles it would be limited to 
625 sq. ft. of canopy. 

Mixed styles of cultivation may be permitted at a single premises. 
The business plan shall declare the sq. ft. of each style so long as the 
calculations show the total canopy does not exceed the limiting 
volumes. 

. MANUFACTURING- Non-Volatile. Limited to allowable volumes of 
cannabis. 

DISTRIBUTION- Limited to allowable volumes of cannabis and cannabis 
products. 

RETAIL- Delivery and Events only. Limited to allowable volumes of 
cannabis and cannabis products produced by it. 
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Cottage Microbusinesses - Shall conform to the following requirements: 
(A) Not more than three (3) employees working on the premises in addition to the
members of the household residing on the premises or family members;
(B) The Cottage Microbusiness shall be clearly incidental and subordinate to the use of
the premises for residential purposes;
(C) Cottage Microbusiness residences and accessory buildings shall be code compliant to
residential building and occupancy standards including Limited Density Rural
Dwellings (Class K) if applicable. Additional commercial space may be used at a
different location under an accessory license to the Cottage Microbusiness however the
volume of cannabis restrictions set forth by the Cottage Microbusiness License and local
zoning compliance for the commercial facility shall apply.
(E) Cottage Microbusinesses shall not be required to meet the ADA requirements for a
commercial building, since the residential occupancy is preserved, but rather to suit the
reasonable needs of their employees (if any). If the public is allowed on the premises,
the ADA requirements shall be met with a minimum of compliance as prescribed by a
Certified Accessibility Specialist (CASp).
(D) Multiple activities may be permitted within the Cottage Microbusiness. The total
area occupied by all cannabis activities within the Cottage Microbusiness, including
storage, shall not exceed two thousand (2,000) square feet with the exception that the
total canopy of the cultivation is excluded

1. Additional square footage of commercial space may be used, if required, at a
different location, under an accessory license to the Cottage Microbusiness or an
S license however the volume of cannabis restrictions set forth by the Cottage
Microbusiness License and local zoning compliance for the commercial facility
shall apply.

(E) With the exception of subsection 1 above, it is the intention of this license that all
aspects of the Cottage Microbusiness shall be located and conducted within a dwelling
unit or enclosed accessory building(s), with the exception of outdoor storage of
materials, products or vehicles as specifically provided by the use permit when
completely screened from the street and adjoining properties. There shall be no other
change in the outside appearance of the building or premises, except one (1) non-
illuminated sign not exceeding four (4) square feet.
F) The sale of merchandise not produced on the premises (except mail order only
businesses) shall be incidental and accessory to the merchandise or service produced by
the Cottage Microbusiness and shall not be advertised in any manner;
(G) Not more than three (3) delivery vehicles shall access the premises each day;
(H) Large vehicles or construction equipment (such as trucks of over one (1) ton rating)
shall not be operated, maintained, or parked in public view in connection with a Cottage
Microbusiness, except to the extent customarily used by residents in the surrounding
neighborhood on their own property. Not more than one (1) vehicle for servicing may be
parked in public view;
(I) No equipment or process used in the Cottage Microbusiness shall create noise,
vibration, glare, fumes, dust, odors, smoke, electrical interference or other impacts in
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excess of those customarily generated by single-family residential uses in the 
neighborhood 
(J) The licensee shall sign a document indemnifying both the State of California and its
branches as well as the local jurisdiction and its staff from any and all damages due to its
approval of the license and/or security measures.

PREMISES OF A COTTAGE MICROBUSINESS 
1. The overall premises of a Cottage Microbusiness need not be restricted to a single

parcel but rather may include another parcel or parcels, under the ownership or
control of the Cottage Microbusiness licensee. An accessory license may be 
granted for accessory location for an activity on separate parcel limited to one 
accessory license per activity. 

VOLUME OF CANNABIS THAT MAY BE USED BY A COTTAGE MICROBUSINESS 
NOTE: These permissible volumes are maximum volumes. It is expected that most 
Cottage Microbusinesses will produce less than the maximum for any number of 
reasons. Exceeding these maximums would require the licensee to obtain a different 
license or licenses. Justification for these maximums was drawn from the SRIA for the 
CDFA as well as the CDPH. (Attachment A) 

1. ALL Cottage Microbusiness licensees may only outsource material from other
licensed cultivators as described below.

a. For Outdoor or Mixed Light
1. From one licensee that cultivates 5,000 square feet of canopy

or less.

2. From two licensees that cultivate 2,500 square feet of canopy
or less.

3. From multiple licensees not to exceed 1,250 lbs.
b. For Indoor:

1. From one licensee that cultivates 2,500 square feet of canopy
or less.

2. From multiple licensees not to exceed 1,250 lbs.
c. For Mixed styles:

1. The business plan shall declare the sq. ft. of each style so
long as the calculations show the total canopy does not
exceed the limiting volumes. Outdoor and Mixed Light is
calculated at 5,000 sq. ft. while the addition of indoor would

be divided in half and subtracted from the 5,000 sq. ft. total.
d. All Cottage Microbusinesses that include Manufacturing may outsource

pre-manufactured concentrate in lieu of cannabis flowers not to exceed
250 lbs. annually. 

e. Cottage Microbusiness licensees who include cultivation as an activity may
also outsource additional material as described above.

f. Notwithstanding, Cottage Microbusiness licensees who include
manufacturing, and can demonstrate the capability to do so, may
outsource additional cannabis, from any licensee, that has been tested and 
found unsuitable due to natural pathogens (not pesticides) for remediation 
(not to exceed 50 lbs. annually, per Cottage Microbusiness Licensee). 
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MANUFACTURING 

1. Equipment 
a. Cottage Microbusiness manufacturers may only use: 

i. Non-volatile Solvents (including Coz and ethanol). 
ii. Equipment intended for Home or Hobby use. 
iii. Commercial grade equipment if available for private consumers. 
iv. Homemade or Custom-built equipment if it meets safety 

requirements and is approved by the local jurisdiction.
2. Facilities 

a. Areas for Cottage Microbusiness Manufacturers shall: 
i. Be kept clean and well lit. 

ii. Have appropriate fire suppression measures (e.g. Fire 
extinguisher). 

iii. Have a barrier (permanent or temporary) to adequately separate 
the area from the rest of the residence from non-authorized 
persons, children, and/or animals while the cannabis activity is 
being performed. 

iv. Include "S" license facilities. 
v. Be prohibited from performing any other activity in the area while 

the cannabis activity is performed. 
vi. Be inspected by the local authority for compliance. 
vii. Maintain clearly defined and lockable areas for storage of raw 

cannabis material or ingredients and finished cannabis products. 
viii. Be entitled to relaxed security measures at the discretion of the 

local jurisdiction. 

DISTRIBUTION 
1. A licensed Cottage Microbusiness shall: 

a. Perform all of the duties of a licensed Distributor within the limitations 
that are allowed regarding volume of a Cottage Microbusiness. 

b. Be entitled to relaxed security measures at the discretion of the local 
jurisdiction. 

SECURITY 
The bureau shall establish minimum security and transportation safety requirements 
for the commercial distribution and delivery of marijuana and marijuana products. 
The transportation safety standards established by the bureau shall include, but not be 
limited to, minimum standards governing the types of vehicles in which marijuana 
and marijuana products may be distributed and delivered and minimum 
qualifications for persons eligible to operate such vehicles. 
(c) Licensed retailers and microbusinesses, and licensed nonprofits under Section 
26070.5, shall implement security measures reasonably designed to prevent 
unauthorized entrance into areas containing marijuana or marijuana products and 
theft of marijuana or marijuana products from the premises. These security measures 
shall include, but not be limited to, all of the following: 
(1) Prohibiting individuals from remaining on the licensee's premises if they are not 
engaging in activity expressly related to the operations of the dispensary. 
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(2) Establishing limited access areas accessible only to authorized personnel.
(3) Other than limited amounts of marijuana used for display purposes, samples, or
immediate sale, storing all finished marijuana and marijuana products in a secured
and locked room, safe, or vault, and in a manner reasonably designed to prevent
diversion, theft, and loss.

1. The Bureau shall authorize the local jurisdiction to use its discretion and be
responsible for the review and approval of the Cottage Microbusiness License
Applicant's Security Plan. 

a. This plan shall be "Site Specific" based on circumstances and conditions
pertaining to the premises and for the activities of the licensee.

b. The approved Security Plan shall be reasonable and shall not create an
undue burden or hardship to the applicant/licensee.

c. The Security Plan shall include language pertaining to the treatment of
cannabis waste and destruction.

CULTIVATION 
. For the purpose of clarification, Canopy for outdoor cultivation shall mean the 

dripline of the mature cannabis plant (A = mr2). This shall be calculated for 
each plant by the licensee and added together to arrive at the total plant 
canopy. 

INSURANCE 
1. Insurance limits shall be determined in direct relationship to the gross

receipts of the Cottage Microbusiness as well as its risks as determined by the
insurer.

SPECIALTY MEDICINES 
1. Medical Cottage Microbusinesses may produce small quantities of specialized

medicine with specific potency and/or cannabinoid ratio and/ or delivery
methods (e.g. suppositories) from batches of medicines/extracts that have been
previously tested for compliance without having the additional expense of
compliance testing for the finished product.

a. These specialty small quantities may be used for individual patients with
specific needs or for research.

b. Aggregated quantity of the cannabis products used to formulate these
specialty medicines shall not exceed 40 grams of cannabis extract per
production run. 

c. These specialty cannabis formulas may not contain any other active
ingredients and are limited to three (3), commercially available, inactive
ingredients. 

d. Blending of previously tested batches is permissible for specialty
medicines to achieve the desired finished product.

e. Amounts of previously tested product used for these specialty medicines
shall be entered and recorded (with batch numbers) using the track and
trace system. 

6 

mailto:Lovingly.Legally@Cimail.com


9/3/18 Lovingly.Legally@Gmail.com 
f. These specialty medicines may only be produced by a Cottage 

Microbusiness that chooses manufacturing and distribution as activities 
and may only be sold to the end user by a Medical Retail licensee or 
Medical Cottage Microbusiness that chooses the retail activity as well. 

TESTING PROCEEDURES 
1. Cottage Microbusinesses may be allowed to bring batches to a third-party testing

facility to reduce costs. 
a. Batches for Cottage Microbusinesses will, likely, be small. 
b. Compliance costs per batch will remain the same. 
C. A Cottage Microbusiness that includes distribution as an activity may be 

able to make plausible/reasonable arrangements, with the third-party 
testing agency, to deliver the cannabis product batch(es) for compliance 
testing in a lockable trailer (or similar acceptable method) that would have 
a security seal applied after sample retrieval and until the testing 
quarantine is complete. 

d. Since Cottage Microbusiness batches would, likely, be small, they shall be 
granted the option to retrieve the samples taken by the testing lab for their 
destruction, inclusion into the marketplace, or submitted for remediation. 

e. Transportation manifest would be required to be generated and recorded 
with Track and Trace system with a notation "for testing". 

f. Video procedures may be done with a remote camera. 
g. A small farmer will likely grow various strains of cannabis with varying 

cannabinoid profiles. Compliance testing shall be allowable for the entire 
harvest, as a batch, with separate cannabinoid profile testing for individual 
strains ("lots" within a batch) instead of costly full compliance testing for 
each strain (lot). 

TAXES AND FEES 
1. Due to the equal responsibilities with much lower volume and to drive 

adoption: 
a. Cottage Microbusiness Licensees shall receive a 50% reduction to the 

current Cultivation Tax if cultivation is included as one of the chosen 
activities. 

b. Cottage Microbusiness License application fees shall be established at 
50% of the current Microbusiness fees. 

2. Cottage Microbusiness Licensees, that act as distributors, are still required to 
collect and submit the cultivation tax from the cultivators they interact with as 
well as the excise tax from other retailers including any accrued by the Cottage 
Microbusiness licensee itself if retail is a chosen activity. 
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ATTACHMENT A 

Standardized Regulatory Impact Assessment (SRIA) 
Prepared by: 

ERA Economics, LLC for the CDFA 
Table 7 Sample Average Production Parameters and Costs for Outdoor, Indoor, and Mixed-Light 
Cultivation Production Method 

Indoor Mixed LightOutdoor 
4869 2058

Canopy square feet 8132 
(sample average) 
Yield Per Plant (1b) 2.484 0.588 0.875 

Price Per pound 1402 2275 1575 

($/1b) 
Revenue 
Flower Revenue $221,860 $574,932 $234,000 

Trimmings Revenue $1,757 $3,737 $1,481 

Total Revenue $223,617 $578,669 $235,481 

Expenses (net of $104,989 $157,438 $122,398 

mgmt and risk) 

Net return to $118,628 $421,231 $159,658 

management and 
risk 

Standardized Regulatory Impact Assessment (SRIA) 
Proposed Regulations for Manufacturers of Adult-Use and Medicinal Cannabis 

Prepared for the California Department of Public Health 
By the Humboldt Institute for Interdisciplinary Marijuana Research 

First, we assume that one pound of trim yields one ounce, or 0.0625 pounds of cannabis oil. 
Second, one pound of flower yields three ounces, or 0.1875 pounds of cannabis oil. Third, 
we assume that currently ten percent of cannabis oil production comes from flower and the 
remaining oil is produced from trim. 
We also need to know how much dried trim is obtained at harvest for every pound of dried 
cannabis flower. The range of responses for this estimate was large, with some indicating 
that for one pound of flower one quarter of a pound of trim is obtained, while some report 
that one pound of trim or more is obtained. It seems to depend on the amount of leaves 
and stems packaged with the trim, the strain, and the level of THC obtained. Cannabis 
plants grown outdoors also have a different trim to flower ratio than plants grown indoors. 
We assume that at harvest time, for every one pound of dried cannabis cultivated, there is 
0.40 pounds of dried trim obtained. This figure is in the middle of our responses and is 
consistent with ten percent of oil extracted from flower in our simulations of the combined 
medicinal and unlicensed segments. 
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Plants/1,000Sq. ft. 100 1,000 250 
Yield 1b./1,000 sq. ft. 248.4 588 218.75 
Oil yield/1,000 sq. ft. 46 lbs. 110.25 Ibs. 41 Ibs. 

Averages of plants /1,000 sq. ft. based on personal investigation. 

While some may disagree with the statistics provided by the SRIAs, these are the results provided by 
the consultants, hired by the State, to inform the agencies while constructing their framework for 
their regulations. 
We feel that volume would be the best limiting factor since it would remain constant as opposed to 
the price (as is evident from the prices quoted by the consultants). 
Rather than dispute their findings, we felt it best to work with their findings to develop this new 
license. 
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Share of Production Technology by Region 
Outdoor Mixed Light

Region Indoor 
13%Bay Area 61% 

$1% 43%
North Coast 8%8% 83%Southeast Interior 
North San Joaquin 17%% 74% 

6% 749% 20%
Central Coast 

9% 53% 27%%Intermountain 
3% 43% 54% 

South San Joaquin 
48% 22%30% 
77% 15% 

South Coast 
Sacramento Valley 8% 

16% 24%60%Total 

Intermountain: 

3,875,000 lbs.
North Coast: 
4,150,000 lbs. 

North San Joaquin Valley: 
Sacramento Valley: 275,000 lbs. 
1,000,000 lbs. 

South San Joaquin Valley: 
1,750,000 lbs. 

Bay Area: 

175,000 lbs. 

Southeast Interior: 
300,000 lbs. 

Central Coast: 

1,350,000 lbs. 

South Coast: 
625,000 lbs. 
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