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EXECUTIVE SUMMARY

The California Department of Cannabis Control (DCC) is seeking unprecedented law
enforcement authority through the proposed 2025-26 state budget. These changes represent a
fundamental shift from regulatory oversight to active law enforcement, potentially impacting all
licensed cannabis operators across California's $5+ billion legal market.

Key Concerns:

Expansion beyond traditional regulatory scope
Increased operational costs and compliance burdens
Potential for overreach and industry disruption

e Lack of industry input in proposal development

I. ENHANCED ENFORCEMENT & INVESTIGATION
CAPABILITIES

Expanded Authority Powers
Cross-Agency Coordination:

Authority to coordinate with federal agencies (DEA, IRS, FBI)
Integration with local law enforcement and municipal agencies
Access to multi-jurisdictional databases and intelligence sharing
Ability to conduct joint operations across agency boundaries

Advanced Investigation Tools:



Financial investigation capabilities including banking record access
Digital surveillance and monitoring of online activities

Enhanced product testing and laboratory analysis requirements
Real-time tracking system integration with automated violation alerts

Operational Powers:

Undercover investigation authority

Expanded search and seizure capabilities
Unannounced inspection powers

Evidence collection and preservation authority

Technology Integration

Automated Monitoring Systems:

Al-driven compliance pattern detection

Real-time track-and-trace anomaly identification
Automated reporting of suspected violations
Enhanced data analytics for industry-wide surveillance

Digital Enforcement Tools:

Social media monitoring for compliance violations
Online marketplace surveillance

Digital transaction tracking and analysis
Automated license verification systems

II. STRICTER PENALTIES FOR COMPLIANCE
VIOLATIONS

Financial Penalty Structure

Escalating Fine Framework:

Progressive penalty increases for repeat violations
Revenue-based fines calculated as percentages of gross income
Administrative fees for investigation and enforcement actions
Cost recovery mechanisms for regulatory oversight

License-Based Penalties:

Expedited suspension procedures for serious violations



e Revocation pathways with reduced appeal timeframes
o Conditional licensing with enhanced monitoring requirements
e Restricted operational permissions during penalty periods

Operational Sanctions
Mandatory Compliance Measures:

e Required third-party audits at licensee expense

o Enhanced monitoring periods following violations

e Mandatory compliance training and certification requirements

e Operational restrictions on production capacity or product types

Administrative Burdens:

e Increased reporting frequency and documentation requirements
o Enhanced record-keeping obligations

e Mandatory compliance officer designations

e Regular compliance certification renewals

III. CROSS-JURISDICTIONAL INVESTIGATION
POWERS

Federal Agency Coordination
Drug Enforcement Administration (DEA):

e Joint investigations targeting interstate cannabis operations
o Shared intelligence on unlicensed market activity

e Coordinated enforcement actions across state lines

e Access to federal drug trafficking databases

Internal Revenue Service (IRS):
o Financial investigations focusing on tax compliance
o Cross-referencing state and federal tax filings
e Money laundering investigation capabilities
e Asset forfeiture coordination

Federal Bureau of Investigation (FBI):

o Large-scale operation investigations
e Organized crime connection analysis



e Interstate commerce violation enforcement
e RICO (Racketeering) investigation authority

Multi-State Operations
Interstate Coordination:
e Information sharing with other legal cannabis states
e Coordinated enforcement actions across state boundaries
e Shared violation databases and compliance records
e Joint investigation task forces
Regional Enforcement Networks:
o Western states cannabis enforcement coalition
e Shared best practices and enforcement strategies

e Coordinated policy development and implementation
e Multi-state compliance standard development

Local Law Enforcement Integration
Municipal Partnerships:
e Police department collaboration on investigations
o Sheriff's office support for enforcement actions
e Code enforcement integration for facility compliance
e Local prosecutor coordination for violation cases
County-Level Coordination:
e Regional enforcement task forces
o Shared resource allocation for investigations

e Coordinated inspection and compliance programs
o Joint training and certification programs

IV. INDUSTRY IMPACT ANALYSIS

Operational Consequences
Increased Compliance Costs:

e Enhanced documentation and reporting requirements
e Mandatory third-party audit expenses



e Legal and consulting fees for compliance management
e Technology upgrades for enhanced tracking systems

Business Disruption Risks:

e Unannounced inspections affecting daily operations
o Investigation-related business interruptions

e Supply chain disruptions from partner investigations
e Market uncertainty affecting investment and growth

Competitive Market Effects
Barrier to Entry:

e Increased compliance costs deterring new market entrants

e Enhanced due diligence requirements for partnerships

o Complex regulatory navigation favoring larger operators

e Reduced competition potentially leading to market consolidation

Innovation Suppression:

e Risk-averse approach to new product development
e Reduced investment in research and development
o Conservative business practices limiting growth

e Decreased entrepreneurial activity in the sector

V. CONSTITUTIONAL AND LEGAL CONCERNS

Due Process Issues
Administrative Penalties:

e Limited appeal processes for enforcement actions

e Presumption of guilt in violation proceedings

e Inadequate hearing procedures for license sanctions

o Disproportionate penalties relative to violation severity

Search and Seizure Concerns:

o Expanded warrantless search authority

e Broad interpretation of administrative search exceptions

e Privacy concerns for business records and communications
e Fourth Amendment implications of enhanced surveillance



Interstate Commerce Implications
Federal Preemption Issues:

o State enforcement of federal cannabis prohibitions

o Conlflict between state and federal enforcement priorities
o Interstate commerce clause violations

e Equal protection concerns for out-of-state operators

VI. RECOMMENDATIONS FOR LEGISLATIVE ACTION

Immediate Advocacy Priorities

1. Demand Industry Input: Require public hearings and stakeholder consultation before
implementation

2. Establish Oversight Mechanisms: Create legislative oversight committee for DCC
enforcement activities

3. Implement Due Process Protections: Ensure adequate appeal procedures and hearing
rights

4. Limit Scope of Authority: Define clear boundaries for enforcement activities and
investigation powers

Long-Term Policy Goals
1. Regulatory Balance: Maintain focus on public safety without stifling legal market

growth
2. Proportional Penalties: Ensure violation penalties are appropriate to offense severity

3. Transparency Requirements: Mandate public reporting of enforcement activities and
outcomes

4. Industry Collaboration: Establish formal mechanisms for ongoing industry-regulator
dialogue

VII. CALL TO ACTION

The proposed expansion of DCC enforcement powers represents an unprecedented shift in
cannabis regulation that could fundamentally alter California's legal cannabis landscape.
Licensed operators must act immediately to:

Immediate Steps:

o Contact legislative representatives to express concerns



e Coordinate with industry associations for unified opposition
e Document potential impacts on business operations
o Engage legal counsel for constitutional challenge preparation

Ongoing Advocacy:
e Monitor budget approval process and implementation timeline
o Participate in public comment periods and hearings
o Build coalitions with other affected industries and stakeholders
e Develop alternative regulatory frameworks that balance enforcement with industry

growth

Timeline: The 2025-26 budget is pending legislative approval with potential implementation
beginning July 1, 2025. Immediate action is required to influence the legislative process and
protect the interests of California's licensed cannabis industry.

MULTI-PRONGED LEGISLATIVE STRATEGY

Phase 1: Immediate Coalition Building (Next 2 weeks)
Industry Unity Approach:

o Cannabis Trade Associations: Unite California Cannabis Industry Association,
Cannabis Distribution Association, and regional groups

o Cross-Industry Alliances: Partner with other regulated industries (alcohol,
pharmaceuticals) facing similar enforcement expansions

« Small Business Coalition: Emphasize impact on California's 1,000+ small
cannabis licensees vs. large operators

Phase 2: Economic Impact Messaging
Key Arguments to Legislators:

1. Job Loss Projections: Calculate potential job losses from increased compliance
costs across 125+ labs statewide

2. Tax Revenue Risk: Demonstrate how enforcement costs could reduce state
cannabis tax revenue

3. Market Consolidation Concerns: Show how enhanced penalties favor large
operators over small businesses



4. Innovation Suppression: Highlight how risk-averse compliance stifles R&D and
product development

Phase 3: Strategic Legislative Targeting
Priority Legislators:

o Budget Committee Members: Focus on Assembly and Senate Budget
subcommittees

« Cannabis Caucus: Target legislators from cannabis-friendly districts

« Small Business Advocates: Legislators with strong small business voting
records

« Civil Liberties Champions: Those concerned about due process and
constitutional issues

Phase 4: Alternative Proposal Strategy
Present Compromise Solutions:

1. Sunset Clause: Limit enforcement powers to 2-year trial period with legislative
review

2. Graduated Implementation: Phase in powers over 3 years with industry
feedback checkpoints

3. Size-Based Penalties: Cap fines based on business revenue to protect small
operators

4. Industry Oversight Board: Create joint regulator-industry committee to oversee
enforcement

Phase 5: Tactical Execution
Timeline (Budget deadline ~June 15):
Week 1 (June 1-7):

« Distribute white paper to all cannabis licensees statewide
« Coordinate with trade associations for unified messaging
« Schedule meetings with key legislative staff

Week 2 (June 8-14):

« Testify at budget hearings using economic impact data
« Deploy licensees for district office visits during recess
o Media campaign highlighting small business impacts



Week 3 (Final push):

o Last-minute amendments to strip enforcement provisions
« Floor vote lobbying with economic impact focus
« Governor's office engagement if budget passes legislature

MESSAGING FRAMEWORK

Primary Message: "Enhanced DCC enforcement will destroy California's legal
cannabis market by driving small businesses out while strengthening the illegal market."

Supporting Points:

Economic: $X million in compliance costs, Y jobs lost

« Constitutional: Due process violations, Fourth Amendment concerns

« Practical: Existing regulations already effective, no need for expansion

« Competitive: Unfair advantage to large operators over small businesses
RESOURCE ALLOCATION

Budget Estimate: $150K-300K for effective campaign

Lobbying Firm: $75K-150K for professional legislative advocacy
Economic Analysis: $25K-50K for independent impact study
Coalition Coordination: $25K-50K for industry outreach
Media/Communications: $25K-50K for messaging campaign

SUCCESS METRICS

Primary Goal: Strip enforcement provisions from final budget Secondary Goals:

o Secure sunset clause or review mechanism
« Establish industry oversight committee
« Limit penalty scope and authority



