
 

 

CAC Annual Report: Overarching Concerns 
 

The purpose of this letter and report is to highlight for the California licensing authorities 

the overarching concerns of the Cannabis Advisory Committee. This authority is granted 

by Business and Professions Code section 26014(a), which states: 

 

• “The bureau shall convene an advisory committee to advise the licensing 

authorities on the development of standards and regulations pursuant to this 

division, including best practices and guidelines that protect public health and 

safety while ensuring a regulated environment for commercial cannabis activity 

that does not impose such barriers as to perpetuate, rather than reduce and 

eliminate, the illicit market for cannabis.” 

 

Toward the goals outlined above, the Cannabis Advisory Committee deems it necessary to 

include in its first annual report a brief statement regarding overarching issues repeatedly 

identified during the past year that have created cause for concern.  Because the following 

concerns often cannot be remedied by regulatory agents without legislative action and 

because the Cannabis Advisory Committee has determined that each concern contributes 

in its own way to difficulties, we are communicating out findings not only to the 

regulatory agencies, but also to the California legislature and general public. 

 

 

The overarching reality after one year of legal cannabis sales is that the regulatory 

process to licensure insufficiently incentivizes unlicensed businesses to seek licensure 

and insufficiently  de-incentivizes the illegal unlicensed underground market in order 

to effectively “protect public health and safety while ensuring a regulated environment 

for commercial cannabis activity.” The variety of issues contributing to this include, but 

are not limited to, the following: 

 

• Equity Issues - Efforts to promote participation in the new legal cannabis 

industry by members of communities disproportionately impacted by enforcement 

of the War on Drugs have by most measures been unsuccessful for several 

reasons, including: 

o Social Equity means different things for different parts of the state.  As 

such, a single equity program does not properly address the different 

communities impacted; 

o Lack of funding for social equity programs. 

o Lack of guidance, support, and general tools for equity qualified 

businesses to survive let alone be successful.    

 

The Bureau’s efforts to remedy some of the short comings of this is not 

unnoticed. Senate Bill 1294 intends to address some of the aforementioned issues 

by allocating a ten-million-dollar fund to assist eligible local equity applicants to 

operate in a regulated marketplace.   

 



 

 

• Small Business Issues – The intention of Prop 64 to favor small 

businesses/farmers over big money operations, at least initially, has not yet 

reached the success anticipated by the Bureau. 

o The continued layering of additional regulations on top of existing 

burdensome regulations that are statutory in nature favor larger business 

organizations and go against the spirit of Prop 64. 

o Unnecessarily high costs to entry do not favor the small business; 

o Lack of clarity on compliance requirements make compliance for the 

smaller businesses near impossible. 

 

• Microbusiness Issues – The intended purpose of the microbusiness license is 

being subverted, in part because the definition of a microbusiness is insufficiently 

clear and detailed.  

o The initial spirit of the Micro-Business license was to provide an 

opportunity for the small cultivator to be vertically integrated and have an 

opportunity to control margin compression and have an opportunity to 

survive.  The current nature of the micro business license does not do this 

and offers no added value to the small cultivator; 

o The current status of the Micro Business license is simply a vertically 

integrated license no different than acquiring 4 individual licenses in the 

Dispensary, Cultivation, Manufacturing, and Distribution.  In actuality, the 

additional restrictions placed on the micro business license creates a 

handicap for the microbusiness license holder. 

 

• Excessive Regulatory Burden – Small businesses are having difficulty 

emerging from their historically underground status due to the inability to 

modify regulations to meet local conditions, the fragmentation of 

regulations among the different agencies and local jurisdictions, and the 

amount of upfront capital required to comply with all regulations. 

o The dual nature of the licensing process (i.e., state and local) has created a 

bottleneck in licensing at the local municipal level where unless a local 

municipality actually issues a license, permit, or other authorization, 

businesses are not able to apply to the state for a license.  Therefore, as 

willing and able as the state agencies are to issue licenses, unless a 

qualified applicant has successfully navigated the licensing process at a 

local level, the state agencies are left out of the process.  

o The majority of local municipalities are either not issuing licenses or are 

slow in rolling out their cannabis programs.  Of the municipalities issuing 

licenses, most are not issuing retail dispensary licenses. 

o Patchwork ordinances at a local level is creating a patchwork system that’s 

not always in line with state requirements and is lacking in uniformity on a 

statewide level. 

 

• Banking Issues – Continued lack of access to normal business banking 

services remains an unnecessary burden on businesses, complicates tax 



 

 

collection and presents public safety issues due to having to rely on a cash 

economy.   

o Though not strictly a state issue, federal banking issues have created 

public safety issues.   

o Where banking is mostly a federal issue that would need to be addressed 

by federal regulators, certain state banking options should be explored. 

 

• Enforcement Issues– The unlicensed underground market continues to flourish, 

due in part to the competitive financial advantage such operations have over legal 

cannabis businesses, which are committed to paying license fees and collecting 

taxes. Until recently, there were insufficient enforcement efforts by both state and 

local authorities to support licensed businesses.  It should be acknowledged that 

the state agencies for their part initially took a slower than expected approach to 

enforcement in an effort to provide opportunity for businesses to come into 

compliance with licensing regulations.  That said, some of the enforcement issues 

businesses continue to face are: 

o Lack of enforcement is creating a thriving environment for the unregulated 

“underground market”.   

o Lack of enforcement is creating unfair competition for the businesses that 

go through the gauntlet and receive their licensed by having to compete 

with businesses not licenses and not paying taxes. 

o Enforcement is fragmented and uncoordinated. 

 

• Compassionate Use Issues – Nonprofit programs are being devastated by the 

inability to receive free, compliant cannabis donations that are tested and in the 

legal marketplace, from growers who must pay taxes on their product. 

o The importance of patient needs has been outweighed and replaced by 

business interests that are better able to navigate the generally complex 

regulatory process required to obtain licensure as well as ongoing 

compliance requirements to ensure safe, tested, and compliant cannabis 

products. 

o Not all businesses are seeking to profit and a regulatory or licensing 

scheme is needed to address businesses serving compassionate use needs, 

particularly for patients unable to afford medical cannabis. 

 

• Public Education Issues – Efforts to inform and educate the public regarding the 

new laws legalizing cannabis for those 21 and older, the need to support legal 

cannabis businesses in order to ensure safe products, and the potential side effects 

of cannabis use have been insufficient. While the Bureau is expected to launch an 

education program in 2019, the following issues currently persist in the legal 

marketplace: 

o Public education on safe cannabis use is severely lacking. 

o The general public is not sufficiently helped to differentiate the difference 

between licensed and unlicensed businesses. 

 



 

 

• Taxation Issues - There does not appear to be an objective method for 

determining the contribution of current tax rates to maintaining the underground 

market. 

o The cumulative tax burden is in excess of 35% and may not be 

sustainable. 

o Excessive tax burdens can de-incentivize licensure. 

 

• Regulatory Fragmentation Issues – The need for licensees to interact with three 

separate regulatory agencies (BCC, DPH and CDFA) is burdensome. Increasing 

coherence by providing one single point of contact would be advantageous for 

business operators. 

o Current regulatory agency structure and oversight is overcomplicating 

licensing processes without clear enough direction and authority.   

 

Finally, there has been inefficient and ineffective use of the Cannabis Advisory 

Committee due to the following challenges and concerns:  

• Due to required open meeting act rules, only items on the agenda could be 

discussed, and the committee’s procedures to get issues on a future agenda 

through the committee Chair have not always resulted in accurately set agendas. 

• While agendas were routinely posted 10 days before meetings as required by law, 

some meeting materials arrived shortly before meetings, and some committee 

members did not have adequate time to review the materials. 

• Many CAC members have never served on a public advisory committee subject to 

Bagley-Keene open meeting requirements and find those rules are limiting.   

• Limitations with Bagley-Keene rules prevent committee members from making 

full use of the time it has available during those meetings and on a fairly regular 

basis, committee members with experience serving on boards have requested 

rulings based on Robert’s rules. 
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