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

A SRIA is required for any “major regulation” in California, meaning a regulation whose economic impact is
expected to exceed $50 million in expected impact, versus the regulatory baseline, over a 12-month period.
UCD has determined that the Proposed Regulations are major regulations. As is shown in Appendix 2,
Table A2.0, of the SRIA, the estimated 12-month total direct revenue impact on all sectors (including
manufacturing, wholesale, and retail) is about $600 million.

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. . .
The proposed regulation will directly affect hemp manufacturers and retailers and cannabis beverage and

food manufacturers and retailers. A decrease in annual revenue of about $533 million is expected for hemp
businesses. Cannabis businesses will experience a slight increase in direct revenue of about $36 million
per year. In addition, the proposed regulation will affect retail and delivery stores and food service and
hospitality. The total loss in earnings over the five-year period following the implementation of the proposed
regulation is projected to be about $900 million (about $269 million from manufacturing, $127 million from
wholesale, $445 million from retail, and $56 million from food service), and the total loss of value added in
the affected categories is projected to be about $1.6 billion.

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).
12-month direct revenue losses for hemp manufacturers: $445 million, revenue gains for cannabis
manufacturers: $6 million. 12-month losses in earnings for manufacturers, wholesalers, retailers and
delivery, and food service and hospitality: $173 million. Eliminated jobs: 3,432 (of those 2,021 in the retalil
sector). Losses in value added from manufacturing, wholesale, retailers and delivery and food service and
hospitality: $315 million. Benefits: protect consumers, especially youth, from the public health risks and
adverse effects of dangerous and intoxicating hemp food products that cause illness, injury, and death.

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

$50 million.
The projected economic impact of the proposed regulation will likely exceed $50 million in the first two

months after implementation due to the increase in production costs for existing hemp manufacturers.
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5. Description of the agency’s baseline:

Baseline scenario before the Emergency Regulation: California’ s USDA-approved Industrial Hemp
Farming Act, along with California’ s AB 45 (which also expanded the definition of THC to include delta-8,
delta-10, and THCa), had the combined effect of legalizing the California market for some THC gummies
and beverages. Many manufacturers were able to move their hemp food and beverage products in
California through ordinary retail channels. The Farm Bill definition of hemp is <=0.3% delta-9 THC
concentration on a dry weight basis. There is no limitation in AB 45 on package size, serving size, or total
THC content per package, and no minimum age to buy.

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
See Supplemental Attachment.

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

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).
This analysis uses the Regional Input-Output Modeling System (RIMS 11) from the Bureau of Economic

Analysis (BEA) to generate quantitative estimates of economy-wide impacts of the Proposed Regulations
and regulatory alternatives. Input-output (I-O) models such as RIMS Il have been a cornerstone of
economic impact analysis for the last half century. RIMS Il models were used to estimate economy-wide “
ripple effects” of the economic impacts, including indirect and induced effects, and economy-wide impacts
on employment and economic output.
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