
    

     

  

   

  
 

   

      
  

      
 

      
 

 

      
 

 

      

       

      

 
 
 
 

    
 

      

 
 
 
 
 

       
       
  

      
 

 
 

       
   

      
 

 

STATE OF CALIFORNIA — DEPARTMENT OF FINANCE 

MAJOR REGULATIONS STANDARDIZED REGULATORY IMPACT 

ASSESSMENT SUMMARY 

DF-131 (NEW 11/13) 

STANDARDIZED REGULATORY IMPACT ASSESSMENT SUMMARY 

Agency (Department) Name Contact Person Mailing Address 

Email Address Telephone Number 

1. Statement of the need for the proposed major regulation.

2. The categories of individuals and business enterprises who will be impacted by the proposed major regulation and the amount of the
economic impact on each such category.

3. Description of all costs and all benefits due to the proposed regulatory change (calculated on an annual basis from estimated date of filing
with the Secretary of State through 12 months after the estimated date the proposed major regulation will be fully implemented as
estimated by the agency).

4. Description of the 12-month period in which the agency estimates the economic impact of the proposed major regulation will exceed
$50 million.



    

     

  

   

   
      
 
 
 

 

     
   
   

      

    
 
      

   
  

      

 

 
 

 
      

 
      

 
       

 

STATE OF CALIFORNIA — DEPARTMENT OF FINANCE 

MAJOR REGULATIONS STANDARDIZED REGULATORY IMPACT 

ASSESSMENT SUMMARY 

DF-131 (NEW 11/13) 

5. Description of the agency’s baseline: 

6. For each alternative that the agency considered (including those provided by the public or another governmental agency), please describe: 
a. All costs and all benefits of the alternative 
b. The reason for rejecting alternative 

7. A description of the methods by which the agency sought public input. (Please include documentation of that public outreach). 

8. A description of the economic impact method and approach (including the underlying assumptions the agency used and the rationale and 
basis for those assumptions). 

Agency Signature Date 

Agency Head (Printed) 


	Agency Department Name: Department of Cannabis Control
	Contact Person: Jacqueline Campion
	Email Address: jacqueline.campion@cannabis.ca.gov
	Telephone Number: 916-796-2897 
	Mailing Address: 2920 Kilgore Rd. 

Rancho Cordova, CA 95670
	1 Statement of the need for the proposed major regulation: Regulations for the licensed market are intended to prevent diversions to the illicit market and ensure accurate product information is available to consumers and the Department. This supports the environment, public health, and the licensed, regulated industry. All licensed cannabis and cannabis products are tracked in the California Cannabis Track and Trace (CCTT) system. However, there are potential data entry errors and system issues that could result in diversions from the licensed market to the illicit market, inaccurate CCTT data, and mislabeled products. In response, the Department, in consultation with other state agencies, has evaluated options for modifying CCTT requirements to remedy these issues.
	2 The categories of individuals and business enterprises who will be impacted by the proposed major regulation and the amount o f the economic impact on each such category: The following economic impacts were estimated to occur during the first 12 months following implementation of the proposed regulations:
- Gross retail sales of cannabis in the licensed market would decrease by $47.43 million (based on the change in supply at current market prices).
- Licensed cannabis laboratories gross revenue would decrease by $6.58 million. 
- Licensed cannabis retailers would increase spending on point-of-sale (POS) systems by $1.28 million.
- Licensed cannabis cultivators would increase spending on labor by $0.32 million. 
- Licensed cannabis distributors would increase spending on labor by $1.94 million. 
- Licensed cannabis retailers would increase spending on labor by $1.96 million. 
- Other licensed cannabis businesses would increase spending on labor by $0.57 million. 
- Net impacts to linked, ancillary industries would be a decrease in gross economic output of $41.53 million.
- Producer surplus across the licensed, compliant cannabis sector would increase by $1.21 million. 
- Consumer surplus would have a net increase of $5.24 million. 
	3 Description of all costs and all benefits due to the proposed regulatory change calculated on an annual basis from estimated date of filing with the Secretary of State through 12 months after the estimated date the proposed major regulation wi ll be fully implemented as estimated by the agency: The regulations would result in increased spending by firms across the licensed cannabis sector on labor, and licensed cannabis retailers would also increase spending on POS systems. These represent costs to the businesses but benefits to the local economy. This would lead to a total (direct, indirect, and induced) impact of 221 additional jobs, a $7.70 million increase in labor income, a $4.34 million increase in valued added, and an increase in gross economic output of $6.80 million. Consumers in the licensed cannabis market would also benefit from reduced potency inflation and see a $10.57 million increase in surplus, and there would be a increase in producer surplus (for compliant businesses) of $1.21 million. The total benefits, therefore, are $30.6 million.

There is a decrease in gross economic output at retail valued at $47.43 million based on the change in supply at current market prices. There would also be a decrease in gross output for testing labs of $6.58 million. This leads to a total (direct, indirect, and induced) impact of 1,078 fewer jobs, a $40.13 million decrease in labor income, a $59.02 million decrease in value added, and a decrease in gross economic output of $101.05 million. Increased spending by firms on labor and new technology represent additional direct costs of $6.07 million. Consumers would also experience a $5.33 million decrease in surplus due to market shifts. The total costs, therefore, are $211.6 million.
	4 Description of the 12month period in which the agency estimates the economic impact of the proposed major regulation will exceed 50 million: The proposed regulations are expected to be fully effective within the 12 month period following implementation. The economic impacts summarized in this form and the accompanying SRIA would start immediately after the regulations are implemented and would be fully realized within the subsequent 12-month period.
	5 Description of the agencys baseline: The baseline condition is the most cost-effective set of regulatory measures that ensure full compliance with the authorizing statute or other law being implemented. This ensures that the economic impacts only measure the incremental changes attributable to the regulation. In this case, the baseline condition is the no action alternative (i.e., absence of the proposed regulations) because the Department has already met its statutory requirements. The proposed regulations improve the effectiveness of the CCTT system. All economic impacts are measured relative to this baseline (no action). Market conditions under the no action alternative are evaluated as current conditions. 
	6 For each alternative that the agency considered including those provided by the public or another governmental agency plea se describe a All costs and all benefits of the alternative b The reason for rejecting alternative: The first alternative considered was to require transfer approvals, but not allow the auto-approval feature. This alternative would result in increased spending by firms across the licensed cannabis sector on labor, and licensed cannabis retails would also increase spending on POS systems. These represent costs to the businesses but benefit to the local economy. This would lead to a total (direct, indirect, and induced) impact of 965 additional jobs, a $30.50 million increase in labor income, a $13.65 million increase in valued added, and an increase in gross economic output of $22.38 million. Consumers in the licensed cannabis market would also still see a $10.57 million benefit from reduced potency inflation. The total benefits, therefore, are $77.1 million. There is a decrease in gross economic output at retail valued at $80.19 million based on the change in supply at current market prices. There would also be a decrease in gross output for testing labs of $6.58 million. This would lead to a total (direct, indirect, and induced) impact of 1,776 fewer jobs, a $63.80 million decrease in labor income, a $94.07 million decrease in value added, and a decrease in gross economic output of $160.06 million. Increased spending by firms on labor and new technology represent additional direct costs of $23.6 million. There would also be a decrease in producer surplus of $4.55 million and consumer surplus of $30.76 million due to market effects. The total costs, therefore, are $376.8 million. This alternative was rejected because it would result in higher costs to achieve the same purpose as the proposed regulations. 

Under the second alternative, an approval would need to made within 24 hours of the request (as opposed to 72 hours in the proposed regulations). This alternative would result in increased spending by firms across the licensed cannabis sector on labor, and licensed cannabis retails would also increase spending on POS systems. These represent costs to the businesses but benefit to the local economy. This would lead to a total (direct, indirect, and induced) impact of 607 additional jobs, a $19.52 million increase in labor income, a $9.17 million increase in valued added, and an increase in gross economic output of $14.87 million. Consumers in the licensed cannabis market would also still see a $10.57 million benefit from reduced potency inflation. The total benefits, therefore, are $54.13 million. There is a decrease in gross economic output at retail valued at $60.54 million based on the change in supply at current market prices. There would also be a decrease in gross output for testing labs of $6.58 million. This would lead to a total (direct, indirect, and induced) impact of 1,357 fewer jobs, a $49.60 million decrease in labor income, a $73.05 million decrease in value added, and a decrease in gross economic output of $124.66 million. Increased spending by firms on labor and new technology represent additional direct costs of $15.16 million. There would also be a decrease in producer surplus of $1.10 million and consumer surplus of $15.52 million due to market effects. The total costs, therefore, are $279.1 million. This alternative was rejected because it would result in higher costs to achieve the same purpose as the proposed regulations.  
	7 A description of the methods by which the agency sought public input Please include documentation of that public outreach: Outreach included, but was not limited to, communication with potentially interested parties via email and phone, as well as organized events such as Cannabis Advisory Committee meetings and other DCC events. 
The following groups were contacted to support the development of the analysis:
 - Laboratories and other industry professionals to review current market conditions, update cost of production information, verify industry data, and    receive general insights on industry trends, challenges, and changes.
 - Researchers to discuss industry trends and feedback from other outreach/survey efforts.
 - Department staff to assess potential effects on laboratories and short- and long-term staff level effort to manage laboratory license changes (fiscal costs).
 - Potentially affected licensed businesses to address data gaps and analysis. This also included assessing the potential effect of components of the regulations on businesses and individuals (e.g., compliance time and associated costs), and discussing potential benefits.


	8 A description of the economic impact method and approach including the underlying assumptions the agency used and the rationale and basis for those assumptions: The economic impact analysis included the following steps:
- Estimation of direct costs and benefits (based on outreach)
     - Direct costs to firms in the cannabis sector resulting from additional spending on labor and technology, as well as reduced output for testing labs
     - Direct benefits (equal to, but not offsetting, the direct costs) due to: 
          1) increased output for industries supporting cannabis businesses 
          2) increased income for employees in the licensed cannabis sector 
          3) reduced testing lab costs for cannabis cultivators
- An analysis of market effects using an equilibrium displacement model (EDM). The EDM includes all parts of the cannabis supply chain (cultivation, distribution, manufacturing, testing, and retail), and includes both licensed cannabis and the illicit market for cannabis. The EDM results include:
     - Changes in quantity supplied of licensed and illicit cannabis
     - Changes in quantity demanded of licensed and illicit cannabis
     - Changes in the prices of cannabis at wholesale and retail
     - Changes in producer surplus for licensed and illicit producers
     - Changes in gross retail output
     - Changes in consumer surplus, including the benefit of eliminating potency inflation
- An IMPLAN analysis using custom cannabis sectors
     - Reduced gross economic output (from EDM results) is applied as an output change in a custom cannabis retail sector to further determine employment and secondary impacts to linked ancillary industries
     - Decreased spending on laboratories is applied as a decrease in output in the custom cannabis laboratory sector, resulting in employment and secondary impacts to linked ancillary industries
     - Increased spending on POS systems would result in increased output for that sector, resulting in employment and secondary impacts to linked ancillary industries
     - Increased income for employees in the cannabis sector would result in increased spending by these employees, resulting in induced employment and secondary impacts
	Agency Signature: 
	Date: March 5, 2026
	Agency Head Printed: Clint Kellum, Director


