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Aug 4, 2014 
Hon. Mike Gatto, Chair 
Assembly Appopriations Committee 
State Capitol 
Sacramento, CA 95814 
 
Re:  Opposition to SB 1262 Unless Amended 
 
  Although Cal NORML believes legislation is badly needed to regulate 
California’s medical marijuana industry, we regret that the most recent version of 
SB 1262 (Sen. Correa) fails to provide a realistic, economically viable framework 
for state regulation.    Unless it is substantially revised, SB 1262 will not attract 
sufficent applicants or licensing fees to establish a statewide industry or pay for 
the substantial costs of regulation and will only exacerbate chaos in California’s 
medical cannabis industry.  
  
PROVISIONAL LICENSING FEES POORLY STRUCTURED 

Under SB 1262, initial funding for the proposed new Bureau of Cannabis 
Regulation in the Department of Consumer Affairs would come from provisional 
license applications, which are set at a fee “not to exceed” $8000.  It is unclear 
how the exact fees will be determined by the initial application date of Jan 1, 
2015, given that the regulating bureau does not even exist yet.  In practice, there 
need to be different fees for different licenses, depending on the type and scale 
of the facility licensed.  A basis for setting such fees is nowhere spelled out in the 
bill.  The suggested ceiling of $8,000 is unrealistically high for the great majority 
of growers, but too low for many dispensaries, which can gross millions of dollars 
per year.   Last year, Colorado charged $12,500 for medical dispensaries with 
more than 300 patients and $18,000 for dispensaries with over 500 patients 
(many California dispensaries have thousands of patients).    

At present, only two or three hundred dispensaries are specifically 
recognized under local ordinances in cities such as San Francisco, Los Angeles, 
Sacramento, Oakland, and a few others.  A hundred or so more are operating 
under disputed circumstances in cities like San Jose and San Diego, where 
regulations are in flux.   Therefore, at most ~$3 million in preliminary 
application fees can be expected from dispensaries even at the maximum 



level of $8,000.  
Nonetheless, the potential number of medical dispensaries in the state is 

ultimately far greater.  Weedmaps currently lists 3,116 dispensaries in Calfornia, 
the large majority of them delivery services or gray-market facilities not 
recognized by local ordinance and therefore ineligible for provisional applications 
under SB 1262. Colorado had some 500 medical dispensaries prior to its 
legalization law;  projected to California’s population, this would be equivalent to 
3,500 dispensaries.    

As for cultivation facilities, few if any jurisdictions officially list or authorize 
cultivators.  One notable exception is Mendocino County, which enrolls about 
100 growers through the sheriff’s “zip-tie” program.  In general, however, the 
cities that regulate dispensaries, such as SF, LA, Oakland, etc., do not keep 
track of cultivators at all.   Therefore, hardly any growers will qualify for 
provisional applications under the terms set by SB 1262.   The same applies to 
testing, manufacturing and processing facilities, none of which are currently 
recognized by local statutes.  In sum, the total revenues to be expected from 
provisional license applications under SB 1262 are unlikely to much exceed 
$3 million.    

 
In order to generate sufficient revenues to cover the cost of 

establishing a new agency, it will be necessary to expand the availability of 
provisional applications.     Altogether, the number of potential licensees is 
large.  There are tens of thousands of medical marijuana cultivators in the state.  
The great majority are modest patient growers, who are unlikely to pay a costly 
application fee of several thousand dollars, especially without any assurance that 
they will be approved for licensing.    

Given the lack of officially recognized facilities under current local 
laws and the large number of potential licensees, a two-stage provisional 
licensing procedure should be established.    SB 1262 should be amended to 
set (1) a modest provisional application fee of no more than $1,000, followed by 
(2) a more substantial license fee to be paid in the event the application is 
approved, scaled to the size of the operation.   Provisional applicants should be 
given ample opportunity to change the manner and location of their operations to 
satisfy local authorities prior to approval of licensing.  A procedure of this kind 
was used in Washington state, which received 2,666 growing license applications 
at $250 per application, while charging $1,000 for the license.   Extrapolated to 
CA’s population, that would come to over 12,000 cultivation applicants;  in 
practice, many more might be expected given that California already has a more 
extensively developed medical cultivation industry.    

 
ARBITRARY LIMITATION ON NUMBER OF CULTIVATION SITES 

The current version of SB 1262 (Sec 18134a)  includes a 
counterproductive new provision limiting the number of licensed cultivation sites 
in the state.  The inevitable effect of this will be to diminish the number of 
licensees and amount of fee revenues collected therefrom.  Another adverse 
effect will be to promote monopolization by large-scale capital investors and 
discourage competition by small-scale businesses. Economically, it makes more 
sense to limit the total amount of production, rather than total licensees, and divy 



up the production among the licensees (as has been done in Washington state).  
However, we question the wisdom of either approach, given that limiting legal 
production will only expand the illegal market. 

It should be added that SB 1262 proposes an arbitrary criterion for 
calculating the number of cultivation sites, namely the number  permitted by a 
city or county cultivation ordinance.    Since no such sites currently exist, except 
perhaps a few in Mendocino, this limit is apt to prove unworkable.   
 

California NORML has additional serious concerns about other provisions 
in SB 1262, in particular overly burdensome transportation regulations, the 
prohibition on licenses for persons with prior marijuana offenses, and most 
especially the repeal of the collective cultivation defense in HSC 11362.775, 
which would effectively undercut the legality of the entire existing medical 
cannabis industry as of Jan 1st.  All things considered, we do not think the 
current version of the bill offers a practical scheme for medical marijuana 
regulation in California.    
 
 
    
  Sincerely, 

  
  Dale Gieringer, Ph.D. 
  Director, California NORML 
  Co-author, Prop. 215 
  (510) 540-1066 
 


