
 

 

                           
 
June 13, 2017 
 

 
 
California Department of Public Health 
Office of Regulations 
1415 L Street, Suite 500 
Sacramento, CA 95814 
 
Transmit Via E-Mail: regulations@cdph.ca.gov 
 
RE: Comments on Proposed Department of Public Health Cannabis Regulations 
 
To Whom It May Concern: 
 
 On behalf of the Rural County Representatives of California (RCRC), the Urban 
Counties of California (UCC), and the California State Association of Counties (CSAC), we 
offer our comments on the proposed regulations for the State’s licensing to manufacturers 
of cannabis and manufactured cannabis products. 

The specific language revisions that counties recommend for the proposed California 
Department of Public Health, Office of Manufactured Cannabis Safety Regulations are set 
forth in an appendix to this letter. These recommendations are largely self-explanatory, but 
we would also like to provide the following detailed comments: 

 The licensed “premises” is subject to a comprehensive array of regulatory controls. 
The regulations should clearly define the “premises” in a manner that avoids evasion 
of those controls or enforcement difficulties (e.g., confusion regarding whether a 
particular area is subject to mandatory access/inspection by the Department). We 
have consequently recommended that the regulations define "premises" as the 
entire portion of a legal parcel (or contiguous parcels) under the licensee’s 
possession or control. This would allow multiple licenses on a single parcel (provided 
that each licensee is leased and controls a separate portion of the property), but 
extend each licensee’s obligations respecting activities on the “premises” to the 
entirety of the contiguous area that they actually control. We have also proposed 
language (adapted from § 8206 of the CDFA regulations) setting forth certain 
controls to ensure that each separately licensed "premises" is truly separate. (Regs., 
§ 40100.) 
 

 The regulations' proposed definition of “owner” (§ 40102) appears inconsistent with 
MCRSA, and creates easy avenues for ineligible persons to participate in (and profit 
from) cannabis licensees. 
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o The exclusion of equity owners (of non-publicly traded companies) with less 

than a 20% interest appears to contravene Business and Professions Code 
section 19300.5, subdivision (b)(2), which requires inclusion of “each person . 
. . having a financial interest in, the proposed premises” - without exception.  

 
o The exclusion of owners of an entity that, in turn, owns the licensee (so long 

as those individuals do not serve as CEO or board member of the 
intermediate entity) is likewise inconsistent with Business and Professions 
Code section 19300.5, subdivision (b), and will allow easy evasion of the 
background check and cross-ownership restrictions.  

 
o The regulation likewise has no provision addressing financial interests other 

than equity ownership (e.g., investors, private lenders, holders of debt 
securities). This is likewise inconsistent with the broad reach of MCRSA – 
and with the careful approach taken by other states endeavoring to regulate 
adult-use cannabis enterprises (see below).  

 
o Business and Professions Code section 19300.5, subdivision (b)(1) explicitly 

includes the "[o]wner or owners of the proposed premises, including all 
persons or entities having ownership interest other than a security interest, 
lien, or encumbrance on property that will be used by the premises." This 
provision seems disregarded in the regulations, which have no provision 
addressing property (fee) owners.  

 
o The proposed definition of persons "participating in the direction, control, or 

management of" the licensee is unduly narrow, and will promote evasion and 
participation by ineligible individuals. We have recommended a revised 
definition based upon the Fair Political Practices Commission’s conflict-of-
interest regulations (Cal. Code Regs., tit. 2, § 18704), which are likewise 
designed - and effectively function - to identify and regulate the true decision-
makers within an organization. 

 
We have proposed a revised definition of owner consistent with MCRSA, premised 
largely upon the disclosure provisions found elsewhere in the draft regulations (§ 
40130(a)(7), (b)(5).) We would alternatively suggest that the Department review the 
regulatory approach taken by the states of Colorado and Washington, and consider 
developing a modified definition of “owner” consistent with those provisions. (See the 
Colorado and Washington regulations, 
https://www.colorado.gov/pacific/sites/default/files/Complete%20Retail%20Marijuana
%20Rules%20as%20of%20April%2014%202017.pdf – p. 4, and 
http://apps.leg.wa.gov/wac/default.aspx?cite=314-55-035) 

 In order to effectuate the dual licensing system set forth in MCRSA, we propose to 
clarify the sovereign immunity waiver provisions of Section 40132 to explicitly require 



California Department of Public Health 
Comments on Proposed Department of  

Public Health Cannabis Regulations 
June 13, 2017 
Page 3 
 

 

compliance with – and enforceability of – local (as well as state) laws applicable to 
tribal cannabis cultivation.  
 

 We have proposed revisions to clarify and strengthen Section 40175 in order to 
effectively avoid the confusion, product contamination, and enforcement difficulties 
that could arise if licensees are allowed to commingle regulated and unregulated 
activities on the same premises – particularly if food products are involved. The 
expanded provisions would prohibit sale, distribution, etc. (as well as manufacture) 
of non-cannabis goods on the licensed premises, and would further preclude 
unlicensed cannabis activities (even if otherwise lawful) on the premises. 

 

 We recommend revision of Section 40128(b) clarifying that the various procedures 
submitted with the application - when accepted by the Department - function as the 
“operating procedures” required under Business and Professions Code section 
19322 – and that deviation from these procedures is thus cause for discipline under 
Business and Professions Code section 19311. 
 

 We recommend that the trade secret provisions of Section 40128(d) be revised to 
clarify that the applicant’s designation of information as trade secret – even if 
accurate – does not inhibit information sharing among state and local regulatory and 
enforcement authorities.  
 

 We have proposed to revise Section 40178 to (1) clarify that any change in 
operations - including without limitation extraction method - must be pre-approved by 
the Department (the former cross-reference to BPC 19334, which does not address 
manufacturers or manufacturing methods, was not clear in this regard); (2) require 
that physical changes in the licensed premises require Department approval 
(adapted from the BMC and CDFA regulations) - as such changes are plainly critical 
to the conduct of the licensed manufacturing activities and associated licensee 
procedures; and (3) expand the critical events that must be promptly reported by 
licensees, and to provide that notification of these events should also be sent to the 
local jurisdiction. 
 

 We have proposed revisions to Sections 40128(b)(7) and 40141(d) to clarify the 
nature and (limited) effects of the local jurisdiction’s communications and assurances 
regarding an applicant’s compliance with local ordinances. 

 

 We further propose to revise Section 40141(d)(4) to clarify that the local signatory is 
merely authorized to certify the validity and due issuance of the local permit – and 
remove any implication that they are authorized to bind the local jurisdiction in any 
other fashion. 
 

 We recommend addition of a new Subdivision (h) to Section 40180, requiring 
submission of compliance documentation issued by the local jurisdiction as part of 
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the annual renewal process (as opposed to self-certification of compliance by the 
licensee). 
 

 Proposed new Subdivision 40232(c) is adapted from Section 5110 of the BMCR 
regulations, and is intended to serve the purposes outlined in the Bureau's ISOR 
(http://www.bmcr.ca.gov/laws_regs/mcrsa_isor.pdf - p. 50). 
 
We appreciate the opportunity to provide these comments on the proposed 

regulations.  If you have any questions, please contact Paul A. Smith at 
psmith@rcrcnet.org, Jolena Voorhis at jolena@urbancounties.com or Cara Martinson at 
cmartinson@counties.org. 

 
Sincerely,  

                        
PAUL A. SMITH               CARA MARTINSON 
Senior Legislative Advocate                    Legislative Representative     
RCRC       CSAC 
 
 

 
JOLENA L. VOORHIS         
Executive Director        
UCC   
 
 
cc: Graciela Castillo-Krings, Office of Governor Edmund G. Brown, Jr. 
 Kim Craig, Office of Governor Edmund G. Brown, Jr. 

Darci Sears, Office of Assembly Speaker Anthony Rendon 
Gayle Miller, Office of Senate President Pro Tempore Kevin de León 
 

Attachment: Appendix to Counties’ Comment Letter 
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APPENDIX TO COUNTIES’ COMMENT LETTER 
LANGUAGE REVISIONS RECOMMENDED FOR  

CALIFORNIA DEPARTMENT OF PUBLIC HEALTH,  
OFFICE OF MANUFACTURED CANNABIS SAFETY REGULATIONS 

 
 
Revise Proposed Regulations § 40100, “Premises” to read: 
 

“Premises” means the designated structure(s) and land specified in the application that is 
owned, leased, or otherwise held under the control of the applicant or licensee where the 
commercial cannabis activity as defined in subdivision (f) of section 19300.5 of the 
Business and Professions Code, will be or is conducted, together with any contiguous real 
property and structures under the possession or control of the licensee. The premises 
shall be a contiguous area and shall only be occupied by one licensee. Multiple licensees 
may be located on the same legal parcel of real property, if each licensed premises is 
under the possession and control of a separate licensee, and has a unique entrance and 
immovable physical barriers between uniquely licensed premises. 

 
Revise Proposed Regulations § 40102 to read: 

 
§40102. Owner. 
(a) For publicly traded companies, “owner” means the chief executive officer or and 

any each person or entity with an aggregate ownership interest of 5 percent or 
more. 

(b) For all businesses business entities other than publicly traded companies, an owner is all 
of the following: 
(1) An Each individual that has an aggregate ownership interesta financial interest, 

other than a security interest, lien, or encumbrance, of 20 percent or more in the 
commercial cannabis businessin the business entity that is an applicant or 
licensee under this chapter. ;  

(2) Each individual that has a financial interest, other than a security interest, lien, or 
encumbrance, in any business The chief executive officer and all members of the 
board of directors of an entity, when that entity has a financial interest, other than 
a security interest, lien, or encumbrance, in the business entity that is an applicant 
or licensee under this chapter. 

(2)(3) Each individual having an ownership interest, other than a security interest, 
lien, or encumbrance, in the real property upon which the licensed premises will 
be locatedhas an aggregate ownership interest, other than a security interest, 
lien, or encumbrance, of 20 percent or more in the commercial cannabis 
business; orand 

(4) An Each individual that will be participating in the direction, control, or management 
of the licensed commercial cannabis business. For purposes of this section, 
participating in the direction, control, or management of the licensed commercial 
cannabis business means any of the following: 
(A) The individual has been delegated discretionary powers to organize, direct, 

carry on or control the operations of the licensed commercial cannabis business. 
Authority to control one or more of the following functions may be considered 
evidence that such an individual is participating in the direction, control, or 
management of the licensed commercial cannabis business: 

(i) To hire or separate employees. 
(ii) To contract for the purchase or sale of cannabis. 
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(iii)To make or participate in making policy decisions relative to 
operations of the licensed commercial cannabis business. 

(B) The individual authorizes or directs any action of the licensed commercial 
cannabis business, obligates or commits the business to any course of 
action, or enters into any contractual agreement on behalf of the business.  

(B)(C) The individual provides information, an opinion, or a recommendation 
for the purpose of affecting decisions of the commercial cannabis business 
without significant intervening substantive review. 

(c) Individuals who have a community property interest under Family Code section 760 in 
the commercial cannabis business but who will not be participating in the direction, 
control, or management of the commercial cannabis business as defined under 
subsection (b)(34) of this section are not required to submit the information required of 
owners in the application for licensure under Section 40130. However, information 
regarding an individual with a community property interest shall be disclosed by the 
owner in the application for licensure pursuant to Section 40130. If a license in which 
an individual has a community property interest is revoked, the individual shall be 
barred from holding an interest in the same license type as the license that was 
revoked for the same period of time as the owner is barred from obtaining a new 
license. If a license in which an individual has a community property interest in is 
denied, the individual shall be barred from holding an interest in the same license type 
as the license that was denied for the same period of time as an owner is barred from 
obtaining a new license. 

(d) A bank or financial institution whose interest constitutes only a loan is not considered to 
be an owner. 

(d) The following individuals are considered to have a noncontrolling interest in the 
commercial cannabis business and are not required to submit the information 
required of owners in the application for licensure under Section 40130: 

(e) Individuals that own an interest in a commercial cannabis business that is less than 5 
percent for publicly traded companies or less than 20 percent for all other businesses; 

(f) Individuals that own an interest of an entity owner under subsection (b)(2) that are not 
the chief executive officer nor a member of the board of directors; and 

(g) Individuals that own an interest in an entity that owns an interest in a commercial 
cannabis business that is less than 20 percent. 

(h)(e) For purposes of this section “financial interest” means an investment in the 
business entity, a loan provided to a commercial cannabis business, or any other equity 
interest in a commercial cannabis business. 

 
Revise Proposed Regulations § 40125, subdivision (c) to read: 
 
 (c) The applicant’s license local permit, license, or other authorization has been 

revoked by the local jurisdiction, and/or the applicant’s state license has been 
revoked by the Department. 

 
Revise Proposed Regulations § 40128, subdivision (b) to read: 

 
 (b) The applicant shall also submit the following documentation with the 

application, which shall constitute the operating procedures for the licensee as 
set forth in subdivision (b) of Section 19322 of the Business and Professions 
Code: 
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Revise Proposed Regulations § 40128, subdivision (b)(7) to read: 
 

(7) (A)  A copy of the license, permit, or other authorization issued by the local 
agency with jurisdiction over the proposed premises; and 

 (B) Documentation issued by the local jurisdiction certifying stating that, to 
the best of the local jurisdiction’s knowledge,  the applicant is in compliance 
with all local ordinances and regulations, or that the applicant will be in 
compliance with all local ordinances and regulations by the time the Department 
issues a license. Such statement shall not preclude either the local jurisdiction 
or the Department from subsequently determining that the applicant is not in 
compliance with all local ordinances and regulations and taking appropriate 
enforcement action, and shall not be binding upon nor otherwise estopp either 
the local jurisdiction or the Department in any subsequent administrative or 
judicial action or proceeding;  

 
Revise Proposed Regulations § 40128, subdivision (d) to read: 

 
 (d) Any manufacturer submitting operating procedures and protocols to the 

Department pursuant to the Act and this division may claim such information as 
a trade secret or confidential by clearly identifying such information as 
“confidential” on the document at the time of submission. Any claim of 
confidentiality by a manufacturer must be based on the manufacturer’s good 
faith belief that the information marked as confidential constitutes a trade secret 
as defined in Civil Code section 3426.1(d), or otherwise exempt from public 
disclosure under the California Public Records Act in Government Code section 
6250 et seq. Such claim shall not preclude the Department from disclosing such 
information to other licensing authorities, law enforcement, or local jurisdictions 
performing official duties pursuant to the Act or a local ordinance. 

 
Revise Proposed Regulations § 40132 to read: 
 

(a) Any applicant or licensee that may fall within the scope of sovereign immunity 
that may be asserted by a federally recognized tribe or other sovereign entity 
must waive any sovereign immunity defense that the applicant or licensee may 
have, may be asserted on its behalf, or may otherwise be asserted in any state 
or local administrative or judicial enforcement actions against the applicant or 
licensee, regardless of the form of relief sought, whether monetary or 
otherwise, under the state and local laws and regulations governing commercial 
cannabis activity. The applicant or licensee must submit a written waiver of 
sovereign immunity to the bureau Department with any license application or 
renewal, which is valid for the period of the license. The written waiver shall 
include that the applicant or licensee has the lawful authority to enter into the 
waiver required by this section, the applicant or licensee hereby waives 
sovereign immunity, and the applicant or licensee agrees to do all of the 
following: 

(1) Provide documentation to the Department that establishes that the applicant 
or licensee has the lawful authority to enter into the waiver required by this 
section; 

(2) Conduct all commercial cannabis activity in full compliance with the state 
and local laws and regulations governing commercial cannabis activity, 
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including submission to all enforcement provisions thereof; 
(3) Allow access as required by state statute or regulation by persons or entities 

charged with duties under the state or local laws and regulations governing 
commercial cannabis activity to any premises or property at which the applicant 
conducts any commercial cannabis activity, including premises or property 
where records of commercial cannabis activity are maintained by or for the 
applicant or licensee; 

(4) Provide any and all records, reports, and other documents as may be required 
under the state and local laws and regulations governing commercial cannabis 
activity; 

(5) Conduct commercial cannabis activity with other state commercial cannabis 
licensees only, unless otherwise specified by state law; 

(6) Meet all of the requirements for licensure under the state and local laws and 
regulations governing the conduct of commercial cannabis activity, and provide 
truthful and accurate documentation and other information of the applicant’s 
qualifications and suitability for licensure as may be requested; and 

(7) Submit to the personal and subject matter jurisdiction of the California courts to 
address any matter related to the waiver or the commercial cannabis 
application, license, or activity, or any related local license, permit, or other 
authorization, and that all such matters and proceedings shall be governed, 
construed and enforced in accordance with California substantive and 
procedural law, including but not limited to the Medical Cannabis Regulation 
and Safety Act and the Administrative Procedure Act, as applicable. 

(b) Any applicant or licensee must immediately notify the Department of any 
changes that may materially affect the applicant or licensee’s compliance 
with subdivision (a). 

(c) Any failure by an applicant or licensee to comply with the requirements of 
subdivisions (a) or (b) shall be a basis for denial of an application or renewal or 
discipline of a licensee. 

 
Revise Proposed Regulations § 40140 to read: 

 
§40140. Applicants Operating Prior to January 1, 2018. 
(a) An applicant that has been operating as a manufacturer on or before January 1, 

2018 in good standing with the local jurisdiction may continue to operate until 
the Department approves or denies its application, under the following 
conditions: 

(1) The applicant submits a complete application prior to July 2, 2018; 
(2) The applicant is operating pursuant to a license, permit, or other authorization 

from the local jurisdiction; 
(3) The applicant continues to operate in compliance with all state and local 

requirements; and 
(4) The applicant submits documentation of operation in good standing prior to 

January 1, 2018, including, but not limited to, any of the following: 
(A) Local license or permit or other written authorization; 
(B) Collective or Cooperative Membership Agreement; 
(C) Tax or business forms submitted to the Board of Equalization or Franchise Tax 

Board; 
(D) Incorporation documents; 
(E) Receipts evidencing business expenditures; 
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(F) Any other verifiable business record adequate to demonstrate the operation of 
the business prior to January 1, 2018. 

(b) The Department may request additional documentation to verify the applicant’s 
date of commencement of operations. 

 
Revise Proposed Regulations § 40141, subdivision (d) to read: 

 
 (d) For purposes of this section and Section 40140, “good standing” shall be 

evidenced by a document issued or signed by the local jurisdiction that contains 
the following: 
(1) The name of the applicant; 
(2) The address of premises to be licensed; 
(3) The name of the office that issued the local license, permit, or other 

authorization; 
(4) The name, contact information, and signature of the individual 

authorized by the governing body of the local jurisdiction to sign verify 
compliance on behalf of the local jurisdiction; 

(5) The statement: “The abovenamed party has been issued a license, 
permit, or other authorization from this jurisdiction to conduct commercial 
cannabis activity. To the best of our knowledge, the abovenamed party is 
currently in operation and is operating in good standing in this 
jurisdiction.” Such statement shall not preclude either the local jurisdiction 
or the Department from subsequently determining that the applicant is not 
in compliance with all local ordinances and regulations and taking 
appropriate enforcement action, and shall not be binding upon nor 
otherwise estopp either the local jurisdiction or the Department in any 
subsequent administrative or judicial action or proceeding. 

 
Revise Proposed Regulations § 40159 to read: 
 

§40159. Denial of License. 
(a) The Department may deny an application for a new or renewal license for any reason 

specified in section 19323 of the Business and Professions Code. In addition, the 
Department may deny a license application for the following reasons: 

(1) The applicant or owner has been convicted of any act involving dishonesty, fraud, or 
deceit with the intent to substantially benefit himself or herself or another, or to 
substantially injure another. 

(2) The applicant or associated applicant made a material misrepresentation in the 
application for the license. 

(3) The applicant or associated applicant has been convicted of a crime or has 
committed a violation of law substantially related to the qualifications, functions or 
duties of a manufacturer as identified in Section 40162. 

(4) The applicant does not hold a local license, permit, or other authorization to engage in 
commercial cannabis activity, or has been denied a license, permit, or other 
authorization to engage in commercial cannabis activity by a state or local licensing 
authority or any local jurisdiction. 

(5) The applicant has denied the Department or local jurisdiction immediate access to the 
premises. 

(b) The Department shall deny a license to an applicant if that applicant or an associated 
applicant holds additional licenses in violation of section 19328 of the Business and 
Professions Code. 
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(c) A conviction within the meaning of this section means a plea or verdict of guilty or a 
conviction following a plea of nolo contendere. 

 
Revise Proposed Regulations § 40175 to read: 
 

§40175. License Constraints. 
(a) No applicant or associated applicant of any license issued by the Department to 

manufacture cannabis products shall hold a Type 8 or Type 11 license, as provided in 
section 19334 of the Business and Professions Code. 

(b) A manufacturer licensee shall not manufacture, prepare, package or, label, store, 
distribute, or sell any products other than cannabis products, including without 
limitation any food, as defined by Section 109935 of the Health and Safety Code, any 
drug, as defined by Section 109925 of the Health and Safety Code, or any food 
additive, as defined in Section 109940, at the licensed premises. 

(c) A manufacturer licensee shall not sublet any portion of the licensed premises of the 
manufacturing facility or plant. 

(d) A manufacturer licensee shall not allow, suffer, or permit any unlicensed cultivation, 
possession, storage, manufacture, transportation, donation, or provision of cannabis 
or cannabis goods, whether in accordance with Section 19319 of the Business and 
Professions Code or otherwise, to occur on their licensed premises.   

 
Revise Proposed Regulations § 40178 to read: 
 

§40178. Notifications Material Change Requests. 
(a) A manufacturer licensee shall immediately notify the Department and each local 

jurisdiction in which the licensee holds a local license, permit, or other authorization of 
any change in the information reported on the license application. 

(b) A “Material Change Request” shall be submitted by a manufacturer licensee under 
the following circumstances: 

(1) Change in ownership. When there is any change in ownership to the cannabis 
manufacturing operation, the licensee shall notify the Department. The new owner 
shall submit an owner application to the Department, and submit their fingerprints to 
the California Department of Justice. Consistent with Business and Professions Code 
section 19323, the Department shall review the qualifications of the owner and 
determine whether the change would constitute grounds for denial of the license. The 
Department may deny the change in ownership, or condition the license as 
appropriate. 

(2) Change in Operations. If the licensee intends to conduct additional operations or 
different in accordance with the Act and this division, including without limitation any 
change in the operations described in Sections 40118 or 40220section 19334 of the 
Business and Professions Code, the licensee shall submit a Material Change 
Request to the Department along with a description of each extraction or infusion 
method to be added, an updated product list, any applicable Standard Operating 
Procedures for the manufacturing operation, and an updated floor plan, if applicable. 
The licensee shall not conduct the additional extraction or infusion operations prior to 
receiving approval from the Department. 

 (3) Premises Modification. A licensee shall not make a physical change, alteration, or 
modification of the licensed premises that materially or substantially alters the licensed 
premises or the use of the licensed premises from the premises diagram originally filed 
with the license application without the prior written approval of the Department. A 
licensee whose premises is to be materially or substantially changed, modified, or 
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altered is responsible for filing a request for premises modification with the 
Department. 

 (A)  Material or substantial changes, alterations, or modifications requiring approval 
include, but are not limited to, the removal, creation, or relocation of a common 
entryway, doorway, passage, or a means of public entry or exit, when such 
common entryway, doorway, or passage alters or changes limited-access areas 
within the licensed premises. 

 (B)  A licensee shall request approval of a physical change, alteration, or 
modification in writing, and the request shall include a new premises diagram 
that conforms to requirements in section 40128 of this division. 

(c) The following changes cannot be provided to the Department through a Material 
Change Request and shall instead require a new license application: 

(1) A change in the license applicant as defined in Section 40125. 
(2) A relocation of the manufacturing premises. 
(d) A manufacturer licensee shall notify the Department and each local jurisdiction in 

which the licensee holds a local license, permit, or other authorization in writing of the 
following within 48 hours of: 

(1) Imposition of any civil, criminal, or administrative penalty or judgment rendered 
against the licensee;  

(2) Commencement of civil, criminal, or administrative enforcement proceedings by any 
local jurisdiction; and 

(3) Receiving notification of the revocation of any local license, permit or other 
authorization. 

 
Add new Subdivision (h) to Proposed Regulations § 40180 to read: 
 

(h) License renewal applications shall include documentation issued by the local 
jurisdiction verifying that the licensee's local license, permit, or other authorization 
remains valid and in full force and effect, and that the licensee remains in compliance 
with all local ordinances and regulations, in accordance with Section 40128(b)(7) of this 
division. 

 
Revise Proposed Regulations § 40205, subdivision (h) to read: 
 
 

(h) All video surveillance recordings are subject to inspection by the Department and the 
local jurisdiction and shall be copied and sent, or otherwise provided, to the 
Department or local jurisdiction upon request. 

 
Revise Proposed Regulations § 40232, subdivision (c) to read: 
 

(c)(1) A manufacturer licensee shall not hire an employee or volunteer if the person works 
or volunteers for another person issued a state license to engage in commercial 
cannabis activity unless the other medical cannabis licensee is a manufacturer. 

(2) A licensee shall ensure his or her employees do not have a financial interest as 
defined in section 40130 subsection (a)(7) of this division in another state license to 
engage in commercial cannabis activity. A licensee shall have a document for each 
employee in which the employee signs and attests to not having a financial interest in 
another state license to engage in commercial cannabis activity unless allowed under 
subsection (c)(1). 
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Revise Proposed Regulations § 40250, subdivision (e) to read: 
 

(e) Any cannabis product that has become contaminated to the extent that it is adulterated 
shall be rejected and disposed of in accordance with section 40290 of this division. 

 
Revise Proposed Regulations § 40250, subdivision (d)(1) to read: 
 

(1) All recalled products that are intended to be destroyed shall be quarantined for a 
minimum of 72 hours. The licensee shall affix to the recalled products any bills of 
lading, shipping manifests, or other similar documents with product information and 
weight, and shall notify the Department and each local jurisdiction in which the licensee 
holds a local license, permit, or other authorization of the quarantine. The product held 
in quarantine shall be subject to auditing by the Department and local jurisdiction. 

 
Revise Proposed Regulations § 40270 to read: 

 
§40270. Record Keeping Requirements. 
(a) The licensee shall have the following documents available on the premises at all 

times and shall make the documents available to the Department and any local 
jurisdiction or enforcement agency upon request: 

(1) The valid state license issued by the Department; 
(2) Any other valid license issued by a state cannabis licensing agency; 
(3) The valid license, permit, or other approval issued by the local jurisdiction; 
(4) The premises diagram; 
(5) The current standard operating procedures as defined in Section 40275; 
(6) Shipping manifests; 
(7) Employee records, including evidence of employee qualifications and training 

procedures and logs; and 
(8) Any other record or documentation required to be kept pursuant to this Division. 
(b) The records required pursuant to subsection (a) shall be maintained in a manner 

immediately accessible on the premises to the Department and any local jurisdiction 
or enforcement agencies upon request for a period of two (2) years, except that 
outdated standard operating procedures shall not be accessible to onsite employees. 
After two (2) years, records may be maintained by the licensee in an alternate 
manner, provided that the records can be made available to the Department or local 
jurisdiction or enforcement agency no later than 48 hours following a request and that 
the records are retained for a period of 7 years in total. 

(c) All documentation shall be maintained in English. 
 

Revise Proposed Regulations § 40250, subdivision (d) to read: 
 
(d) The licensee shall notify the Department and local jurisdiction within 24 hours if an 

audit turns up a discrepancy that is not within five percent of the documented 
inventory. 

 
Revise Proposed Regulations § 40290, subdivision (k) to read: 

 
(k) A licensee shall maintain accurate and comprehensive records regarding cannabis 

waste material that account for, reconcile, and evidence all activity related to the 
generation and disposal or deposition of cannabis waste. A licensee shall obtain a 
record from the solid waste facility or operation evidencing the acceptance of the 
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cannabis waste material at the facility or operation. The record must contain the name 
and address of the operation or facility, the date, the volume or weight of the cannabis 
waste accepted, and the name and signature of the person manning the facility or 
operation who accepts the cannabis waste. These documents are records subject to 
inspection by the Department and local jurisdiction and shall be kept in compliance with 
Section 40270. 

 
Revise Proposed Regulations § 40500 to read: 
 

§40500. Inspections. 
(a) The Department and its inspectors or agents and any local jurisdiction in which the 

licensee holds a local license, permit, or other authorization may conduct an on-
site inspection prior to issuing a new or renewal license or at any other time 
determined by the Department or local jurisdiction. 

(b) The Department and its inspectors or agents or local jurisdiction shall have free 
access at reasonable times to the manufacturing premises, storage areas, 
records, production processes, labeling and packaging processes, and 
conveyances used in the manufacture, storage or transportation of medical 
cannabis products so that it may determine compliance with the provisions of the 
Act and these regulations and/or applicable local ordinances. Departmental 
inspections shall include, at a minimum, all pertinent equipment, raw material, 
finished and unfinished materials, containers, packaging, and labeling that has a 
bearing on whether the medical cannabis product complies with the Act and these 
regulations. 

(c) To the extent necessary for the enforcement of the Act and this Division the 
Department shall secure any sample or specimen of any medical cannabis product 
or ingredient used therein by the manufacturing operation. The Department’s 
inspector or agent shall leave a receipt for the licensee describing any sample 
obtained prior to leaving the premises. 

(d) The Department shall be able to make analyses or examinations of any sample 
obtained. If an analysis is made of a sample, a copy of the results of the analysis 
shall be promptly furnished to the licensee by the Department. 

(e) The Department and local jurisdiction shall be able to conduct investigations 
concerning the adulteration, misbranding or unlicensed production of any medical 
cannabis product including the ability to enter and inspect any place where any 
medical cannabis product is suspected of being manufactured or held in violation 
of the Act or these regulations or local ordinances. 
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