
[Type here]

INDUSTRY ANALYSIS

MARIJUANA CULTIVATION
COLORADO, USA

www.bizzbeesolutions.com

April, 2016



CONTENTS

Short Introduction about Cannabis .....................................................................................3

Industry analysis ................................................................................................................6

Colorado's Legal Marijuana Industry..............................................................................7

Colorado Retail & Medical Market.............................................................................7

Explaining Colorado’s First Year of Legality .............................................................8

Market analysis for Colorado .......................................................................................11

Price analysis ...........................................................................................................16

Market size and demand for Marijuana in Colorado .................................................19

Legal part.........................................................................................................................20

Colorado Amendment 64 .........................................................................................21

Cannabis policy of Colorado ........................................................................................26

Medical marijuana registry .......................................................................................28

How profitable is the average marijuana dispensary? .......................................................30

What marijuana/cannabis businesses can you start in Colorado? ......................................33



SHORT INTRODUCTION ABOUT CANNABIS

Cannabis, also known as marijuana and by numerous other names, is a preparation of the

Cannabis plant intended for use as a psychoactive drug or medicine. The main

psychoactive part of cannabis is tetrahydrocannabinol (THC); it is one of 483 known

compounds in the plant, including at least 84 other cannabinoids, such as cannabidiol

(CBD), cannabinol (CBN), and tetrahydrocannabivarin (THCV).

Cannabis is often consumed for its mental and physical effects, such as a "high" or

"stoned" feeling, a general alteration of conscious perception, heightened mood, relaxation,

and an increase in appetite. Possible side effects include a decrease in short-term memory,

dry mouth, impaired motor skills, red eyes, and feelings of paranoia or anxiety. Onset of

effects is within minutes when smoked and about 30 minutes when eaten as a cooked

cannabis edible. They last for between two and six hours.

Cannabis is mostly used recreationally or as a medicinal drug. It may also be used as part

of religious or spiritual rites. In 2013, between 128 and 232 million people used cannabis

(2.7% to 4.9% of the global population between the ages of 15 and 65). In 2015, almost

half of the people in the United States have tried marijuana, 12% have used it in the past

year, and 7.3% have used it in the past month.

 Cannabis sativa is an annual herbaceous plant

in the Cannabis genus, a species of the

Cannabaceae family. Each part of the plant is

harvested differently, depending on the

purpose of its use.

 Cannabis indica, formally known as

Cannabis sativa forma indica, is an annual

plant in the Cannabaceae family. A putative

species of the genus Cannabis.

 Cannabis ruderalis is a species of Cannabis

originating in central Russia. It is less

common than the other species of Cannabis.



Medical cannabis

Cannabis is used to reduce nausea and vomiting during chemotherapy, to improve appetite

in people with HIV/AIDS, to treat chronic pain, and help with muscle spasms. Its use for

other medical applications is insufficient for conclusions about safety or efficacy. Short-

term use increases minor adverse effects, but does not appear to increase major adverse

effects. Long-term effects of cannabis are not clear, and there are concerns including

memory and cognition problems, risk for addiction, risk of schizophrenia among young

people, and the risk of children taking it by accident.

The medicinal value of cannabis is disputed. The American Society of Addiction Medicine

dismisses medical use because of concerns about dependence and adverse health effects.

The US Food and Drug Administration (FDA) states that cannabis is associated with

numerous harmful health effects, and that significant aspects such as content, production,

and supply are unregulated. The FDA approves of the prescription of two products (not for

smoking) that have pure THC in a small controlled dose as the active substance.

Recreational

Cannabis has psychoactive and physiological effects when consumed. The immediate

desired effects from consuming cannabis include relaxation and euphoria (the "high" or

"stoned" feeling), a general alteration of conscious perception, increased awareness of

sensation, increased libido and distortions in the perception of time and space. At higher

doses, effects can include altered body image, auditory and/or visual illusions,

pseudohallucinations and ataxia from selective impairment of polysynaptic reflexes. In

some cases, cannabis can lead to dissociative states such as depersonalization and

derealization.

Some immediate undesired side effects include a decrease in short-term memory, dry

mouth, impaired motor skills and reddening of the eyes. Aside from a subjective change in

perception and mood, the most common short-term physical and neurological effects

include increased heart rate, increased appetite and consumption of food, lowered blood

pressure, impairment of short-term and working memory, psychomotor coordination, and

concentration. Some users may experience an episode of acute psychosis, which usually

abates after 6 hours, but in rare instances heavy users may find the symptoms continuing

for many days.



Marijuana

Marijuana or marihuana (herbal cannabis), consists of the dried flowers and subtending

leaves and stems of the female Cannabis plant. This is the most widely consumed form,

containing 3% to 20% THC, with reports of up-to 33% THC. In contrast, cannabis

varieties used to produce industrial hemp contain less than 1% THC and are thus not

valued for recreational use.

This is the stock material from which all other preparations are derived. It is noted that

cannabis or its extracts must be sufficiently heated or dehydrated to cause decarboxylation

of its most abundant cannabinoid, tetrahydrocannabinolic acid (THCA), into psychoactive

THC.

Usage

In 2013, between 128 and 232 million people used cannabis (2.7% to 4.9% of the global

population between the ages of 15 and 65).

United States

In 2015, almost half of the people in the United States have tried marijuana, 12% have

used it in the past year, and 7.3% have used it in the past month. Daily marijuana use

amongst US college students has reached its highest level on record rising from 3.5% in

2007 to 5.9% in 2014 and has surpassed daily cigarette use.

In the US, men are over twice as likely to use marijuana as women and 18-29 year-olds are

six times more likely to use as over 65-year-olds. In 2015, a record 44% of the US

population has tried marijuana in their lifetime, an increase from 38% in 2013 and 33% in

1985.

Production, Cannabis cultivation

It is often claimed by growers and breeders of herbal cannabis that advances in breeding

and cultivation techniques have increased the potency of cannabis since the late 1960s and

early '70s, when THC was first discovered and understood. However, potent seedless

cannabis such as "Thai sticks" were already available at that time. Sinsemilla (Spanish for

"without seed") is the dried, seedless inflorescences of female cannabis plants. Because

THC production drops off once pollination occurs, the male plants (which produce little

THC themselves) are eliminated before they shed pollen to prevent pollination. Advanced



cultivation techniques such as hydroponics, cloning, high-intensity artificial lighting, and

the sea of green method are frequently employed as a response (in part) to prohibition

enforcement efforts that make outdoor cultivation more risky. It is often cited that the

average levels of THC in cannabis sold in United States rose dramatically between the

1970s and 2000, but such statements are likely skewed because of undue weight given to

much more expensive and potent, but less prevalent samples.

"Skunk" refers to several named strains of potent cannabis, grown through selective

breeding and sometimes hydroponics. It is a cross-breed of Cannabis sativa and C. indica

(although other strains of this mix exist in abundance). Skunk cannabis potency ranges

usually from 6% to 15% and rarely as high as 20%. The average THC level in coffee shops

in the Netherlands is about 18–19%.

INDUSTRY ANALYSIS

While researching the industry of marijuana, we came across this data from IBISWorld,

which is one of the world’s leading publishers of business intelligence, specializing in

Industry research. A new report (Nov 2015) by a leading marijuana industry investment

and research firm found legal cannabis sales jumped 17%, to $5.4 billion, in 2015 and they

will grow by a whopping 25% this year to reach $6.7 billion in total U.S. sales.

Medical & Recreational Marijuana Growing in the US: Market Research Report

Medical & Recreational Marijuana Stores in the US: Market Research Report
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COLORADO'S LEGAL MARIJUANA INDUSTRY

The news about marijuana industry in Colorado on February 2016, published by

FORTUNE (which is global leader in business journalism) are that Colorado’s Legal

Marijuana Industry is worth $1 Billion.

Legal pot sales jumped by more than 42% in Colorado last year, pushing the Centennial

State’s revenue from marijuana taxes and fees to a new high.

Colorado saw $996.2 million in legal sales of medical and recreational pot in 2015,

according to the Denver Post‘s calculations of tax data reported this week (and throughout

2015) by the state’s Department of Revenue. In 2014, the state’s legal pot vendors sold

roughly $699 million of the drug.

COLORADO RETAIL & MEDICAL MARKET

Cannabis Analysts by their source are explaining the Colorado Retail and Medical Market.

Over two years have passed since retail marijuana has been available for consumption in

the state of Colorado, and the trends we see in the retail and medical markets are very

interesting.

As shown in the above graph, within the CO commercial regulated system the volume of

medical and retail sold marijuana has been increasing; since recreational cannabis became

legal in January 2014 to the end of September 2015, over 116,000 pounds of retail



cannabis have been sold, with the volume of flower sold increasing by over 900% from

1,000 pounds sold in January to 11,000 pounds sold in September.

While one could have guessed that the volume of flower sold in the recreational market

would soon overtake that of the medical one, medical sales have also surged, increasing

from 3,200 pounds in January 2014 to over 14,100 pounds in September 2015 and

supplying a total of 220,000 pounds of flower. That’s more than the weight of 20

elephants! The gap between medical and retail sales has been narrowing: since the

beginning of 2014, medical market marijuana volume was 6.0x that of retail volumes but

during the first three quarters of 2015 medical market volumes was a more modest 1.4x

that of retail. We believe this medical-to-retail ratio of flower sold will continue to decline

slightly in 2016, but we don’t anticipate it to change significantly or fall lower than 1.0x –

there are incentives that will keep medical volumes up because for those with registration

cards, it’s often cheaper, one can obtain up to two ounces as opposed to one ounce in the

recreational market, and registry cards can be obtained by people under 21.

While we believe the volume gap will continue to close slightly, the total growth in the

overall volume of the market is evident, increasing 75% in 2015 over 2014. From a

revenue perspective, total sales in 2015 were upwards of $1B, with $600MM coming from

retail sales and $400MM from medical, over 40% more than 2014’s $700M in total sales.

Although retail marijuana brings in higher revenues, do not forget that the majority of

marijuana is still sold in the medical market, which will just as well continue to offer all

sorts of opportunities to be exploited as it keeps on expanding (e.g. cannabis testing,

security, delivery, glass piece manufacturing, etc.).

EXPLAINING COLORADO’S FIRST YEAR OF LEGALITY

We found some charts with analysis about marijuana for the first year of legality in

Colorado. Here are five charts showing how the program has fared. And yes, these charts

look way better under a black light.

Recreational weed



From January to December, cultivation of recreational plants exploded, from around

25,000 registered plants to over 200,000. Over the same time period, the number of

recreational weed storefronts grew from 156 to 306. Overall, this added up to $313 million

dollars in sales. Combined with medicinal sales, marijuana was a $700 million dollar

industry.

Medicinal sales

Perhaps surprisingly, medicinal weed didn’t suffer too badly with this unleashed

competition. Except for January, there were an average of 300,000 to 320,000 plants every

month. And the total number of dispensaries actually grew, from 493 to 505.

Total average plants



Retail sales are clearly catching up to medicinal sales. But there’s still a huge gap in the

volume of bud sold in each sector. Medicinal dispensaries sold nearly three times the

amount of bud: 109,600 pounds, compared to the nearly 37,000 pounds sold to recreational

buyers.

But will recreational sales will eclipse prescription-grade point of sales? Probably not.

Taylor West, deputy director of the National Cannabis Industry Association, says “Price

pressures are always going to be a significant factor.” Medical marijuana is cheaper

because it isn’t taxed nearly as heavily as recreational weed. At one Denver dispensary that

sells both medicinal and recreational buds, and 1/8th of Pre-89 Bubba Kush costs $37. A

baggie of the same stuff from the recreational half of the store is over $8 more, at $45. And

when getting a medicinal “red card” only costs $15, the math becomes pretty clear. Also in

play, says West, is that “people have established relationships with their medical

dispensaries.” Overall, medicinal sales account for 74 percent of all the weed sold legally

in the state.

If those numbers are really going to even out, it’s probably going to take some

restructuring of the tax code, to make recreational reefer more competitive with the

prescription-grade pot. And that’s not out of the question. The combined 2014 tax revenue

for all pot was $63 million dollars. Medicinal sales counted for less than a third of that.

Quality control



For entry-level stoners, edibles also offer a more consistent high. That’s because the state

tests edibles (and also Mary Jane in non-edible forms, such as skin lotions and lip balms).

For over 4,000 individual tests, pass rate was over 98 percent for potency (which ensured

that an edible contained no more than 100mg of THC per serving).

There’s still a lot of data that needs to come. For example, there’s no centralized state

record of the types of weed strains being sold, their popularity, and price. And then there’s

the fact that in many of the state’s local jurisdictions—228 out of 321—medical and

recreational marijuana sales are still illegal. But perhaps the most exciting prospect is

measuring Colorado’s data against forthcoming (we assume) reports from Washington,

Alaska, and the District of Columbia.

MARKET ANALYSIS FOR COLORADO

Denver post published that: In August, monthly marijuana sales surpassed the $100 million

mark, advancing the yearly total closer to the $1 billion goalpost. The state tallied about

2,000 licenses for marijuana-related businesses, and grow operations have gone from

gobbling up metro Denver industrial real estate to filling greenhouses in sun-drenched

Pueblo County.

Business formations are down this year from last, but they continue at a strong pace. And

compared with the early years of medical marijuana, businesses that are forming seem to

be surviving at a higher rate, according to a Denver Post analysis of Colorado Secretary of

State Records.



Only 15 percent of businesses with the word "cannabis" in their names that registered with

the state between 2008 and 2013 remain in good standing.

But nearly 60 percent of cannabis businesses that launched in 2014 are in good standing, as

are 93 percent of those formed so far this year.

Colorado official State Web Portal elaborate many of the information about Marijuana

Enforcement. Their mission is to responsibly administer and enforce medical and retail

marijuana laws and regulation in a fair and equitable manner by implementing efficient

and effective fiscal management policies, operable enforcement strategies and

collaborative partnerships with stakeholders that establish public trust and value in the

agency. You can find:

 Application and Licensing

 Forms & Publications

 Licensees

 Laws: Constitution, Statutes and Regulations

 Stakeholders

MARIJUANA ENFORCEMENT DIVISION (MED) ANALYSIS

Licensees – Marijuana Enforcement Division (MED)

List of MED Licensed Facilities by License Type



MEDICAL MARIJUANA FACILITIES

 Medical Marijuana Centers (PDF)
 Medical Marijuana Cultivations (PDF)
 Medical Marijuana Infused Product

Manufacturers (PDF)

RETAIL MARIJUANA FACILITIES

 Retail Marijuana Stores (PDF)
 Retail Marijuana Cultivations (PDF)
 Retail Marijuana Product Manufacturers (PDF)
 Retail Marijuana Testing Facilities (PDF)

LICENSED BUISSENES BY COUNTRY

There is table for each country in Colorado number of

issued Licenses for medical and retail Marijuana

businesses.



SALE TAX OF RETAIL MARIJUANA

State of Colorado
Retail Marijuana Special Sales Tax (10%)

Actual Revenue for February 2016 Sales, Remitted in March 2016

Distributed to Local Jurisdictions Retained by the State

Local
Jurisdiction

15% of Total
Special Sales Tax Percent County

85% of Total
Special Sales

Tax
Antonito $2,462 0.26% Adams $379,224

Aspen 13,101 1.40% Arapahoe 609,128

Aurora 94,363 10.12% Boulder 380,237

Boulder 39,599 4.25% Chaffee 23,957

Boulder County 12,255 1.31% Clear Creek 59,007

Breckenridge 20,578 2.21% Conejos 13,953



Carbondale 1,281 0.14% Costilla 13,506

Central City 2,325 0.25% Denver 1,737,021

Cortez 7,719 0.83% Eagle 100,027

Crested Butte 1,635 0.18% Garfield 57,265

Denver 306,532 32.86% Gilpin 18,390

Durango 28,465 3.05% Grand 23,717

Eagle County 15,851 1.70% Gunnison 20,161

Edgewater 34,317 3.68% Jefferson 308,186

Fort Collins 25,034 2.68% La Plata 161,304

Garden City 28,002 3.00% Larimer 208,364

Glendale 18,460 1.98% Las Animas 92,028

Glenwood Springs 3,961 0.42% Montezuma 51,069

Gunnison 1,923 0.21% Park 14,986

Idaho Springs 4,995 0.54% Pitkin 77,894

Nederland 1,333 0.14% Pueblo 142,475

Northglenn 47,137 5.05% Routt 65,621

Salida 4,228 0.45% San Miguel 38,161

Pueblo County 25,143 2.70% Summit 214,984

Steamboat Springs 11,146 1.19% Weld 158,677

Telluride 6,734 0.72%
Remainder of
State 2/ 316,115

Trinidad 16,240 1.74% Totals* $5,285,456

Wheat Ridge 12,640 1.36%
Combined Local
Governments 1/ 145,265 15.57%
Total * $932,723 100.00%

1/ Combined Local Governments include:
2/ Remainder of State is comprised of the
following counties:

Alma, Basalt, Black Hawk, Commerce City, De Beque, Dillion,
Eagle, Empire,

Archuletta, El Paso, Huerfano, Lake,
Mesa, Morgan, Ouray, Saguache,

Fraser, Frisco, Georgetown, Lafayette, Leadville, Log Lane Village,
Longmont, Louisville, San Juan and Sedgwick.
Lyons,  Mancos, Manitou Springs, Moffat, Mountain View, Oak
Creek, Pagosa Springs,
Parachute, Ridgway, San Luis, Sedgwick, Silt, Silver Plume,
Silverthorne, Silverton,
Walsenberg, , Adams County, Archuleta County, Clear Creek
County, Costilla County,



Gilpin County, Grand County, Larimer County and Park County.

Total Distributed to Local Jurisdictions $932,723
Total Retained by the State 5,285,456
Unallocated (54,237)
Total Retail Special Sales Tax (10%)
Collections $6,163,941

* May not sum to total due to rounding.
Per §39-21-113(4), C.R.S., data from these local governments must be combined in order to protect the confidentiality
of the individual taxpayers.  It is the Department's practice to release aggregated data only when there are at least three
taxpayers in a given category and none of them represents more than 80% of the total.

PRICE ANALYSIS

On the web side Price of Weed we came across this data for Colorado, US. There is also

submission by country with quality and dates.



This winter, Colorado Pot Guide documented the varying recreational marijuana costs in

Colorado. In the last report for Fall 2015, they randomly surveyed 25 recreational stores in

the greater Denver area and 10 retail marijuana stores along 1-70 corridor in the

mountains. This is the last report about Marijuana Prices in Denver and Colorado: Winter

2016 Update.

Some analysis on the portal Five Thirty Eight shows the following data, there is the

Median Price by type of sale, Median Price of a gram by type of sale and quantity and

comparison between Recreational and Medical per-gram price of Marijuana in Colorado.

While it’s still too early to make generalizations about the success of the recreational

regime in Colorado, some interesting trends emerged from my analysis of the marijuana

pricing curve.

Cannabis flowers are sold by weight, typically in five quantities. Customers above the age

of 21 can purchase as little as a gram of marijuana and as much as an ounce at retail

stores.4 (There are 28.35 grams in an ounce.) Typically, there’s a discount when cannabis

is purchased in larger quantities.

Below are the median prices of medical and recreational marijuana in Colorado. At smaller

quantities, the price difference is stark: An eighth of an ounce of recreational cannabis is

about 50 percent more expensive than an eighth of an ounce of medical cannabis.



Looking at the unit price, we observe that the median per-gram price is substantially lower

for medical cannabis. For quantities larger than a gram, the median recreational price per

gram ranges between $7.00 and $8.50, while the median medical price per gram is

consistently about $5.60.

The chart below the prices of different quantities of marijuana at the 10th and 90th price

percentiles, in addition to median prices, for both medical and recreational cannabis.



The medical market has a lower and tighter price curve than the brand-new recreational

market. Of particular interest in the recreational marijuana data is the difference between

the low and high ends of the market.

MARKET SIZE AND DEMAND FOR MARIJUANA IN COLORADO

Report prepared by the Colorado Department of Revenue

Also here are some statistics a month-by-month look comparing sales Recreational and

Medical market in Colorado for 2015 for 8 months.



LEGAL PART

The legal status of cannabis is evolving rapidly. The legality of cannabis varies from

country to country.



Colorado: marijuana is Legal for Medical and recreational use. Legal to carry up to 1 oz.

(28gm) and legal to grow up to six plants for an individual, or for commercially usage you

need license. Colorado Amendment 64 legalized the sale and possession of marijuana for

non-medical uses on November 6, 2012, including private cultivation of up to six

marijuana plants, with no more than three being mature.

COLORADO AMENDMENT 64

Colorado Amendment 64 was successful a popular initiative ballot measure to amend the

Constitution of the State of Colorado, outlining a statewide drug policy for cannabis. The

measure passed on November 6, 2012, and along with a similar measure in Washington

State, marked "an electoral first not only for America but for the world."

Enacted as Article 18, section 16 of the state constitution, the law addresses "personal use

and regulation of marijuana" for adults 21 and over, as well as commercial cultivation,

manufacture, and sale: regulating marijuana in a manner similar to alcohol, namely for

recreational use. The commercial sale of cannabis to the general public began on January

1, 2014, at establishments licensed under the regulatory framework.

By April 2016 sixty two of Colorado's two hundred seventy one cities and towns and

twenty two of the state's sixty four counties had adopted some form of recreational

marijuana regulation. Notably absent from the list is the state’s most populous county and

second most populous city; Colorado Springs in El Paso county.

BALLOT SUMMARY

Proposed initiative 2011/12 #30 was submitted on January 4 and found sufficient by the

Secretary of State on February 27 to appear on the general ballot for the November

election.

Personal use

Adults 21 or older can grow up to three immature and three mature cannabis plants

privately in a locked space, legally possess all cannabis from the plants they grow (as long

as it stays where it was grown), legally possess up to one ounce of cannabis while

traveling, and give as a gift up to one ounce to other citizens 21 years of age or older.



Consumption is permitted in a manner similar to alcohol, with equivalent offenses

prescribed for driving under the influence.

The new legislation does not apply to medical cannabis.

Commercial regulation

The legislation defines industrial hemp as any part of the cannabis plant, growing or not,

"with a delta-9-tetrahydrocannabinol (THC) concentration that does not exceed three

tenths percent (0.3%) on a dry weight basis." The amendment declares that industrial hemp

should be regulated separately from cannabis with higher THC concentrations, and

requires the Colorado General Assembly to "enact legislation governing the cultivation,

processing, and sale of industrial hemp" by no later than July 1, 2014.

The amendment provides for licensing of cultivation facilities, product manufacturing

facilities, testing facilities, and retail stores. Local governments can now regulate or

prohibit such facilities. This amendment requires the general assembly to enact an excise

tax to be levied upon wholesale sales of cannabis, requiring that the first $40 million in

revenue raised annually by such tax be credited to the public school capital construction

assistance fund.

SUPPORT AND OPPOSITION

The largest survey for the amendment, conducted October 23, 2012 by Public Policy

Polling, indicated that 53% of voters intended to support it, with 46% opposed. On

December 9, 2013, more than a year after the passing of Amendment 64, a Public Policy

Polling poll showed that the majority of Coloradans still support legal cannabis. With 53%

support versus 38% opposition, the survey of 928 Colorado voters showed little change in

support for legal cannabis a year on from the amendment vote.

Since the amendment passed there has been concern over its conflict with federal

substance prohibition laws. The outcome is nevertheless expected to have broad impacts

south of the border, including in Mexico where less than a week after the U.S. vote

Mexican senators submitted a proposal to legalize cannabis in their country.



Support

Though support for liberalizing drug policy has traditionally been considered a liberal or

libertarian cause, Amendment 64 garnered a number of high-profile conservative

endorsements, including, most notably, an endorsement from former U.S. Representative

and 2008 Republican Presidential Candidate Tom Tancredo, who claimed, "Throughout

my career in public policy and in public office, I have fought to reform or eliminate

wasteful and ineffective government programs. There is no government program or policy

I can think of that has failed in such a unique way as cannabis prohibition." Similarly,

Temple Emmanuel's Rabbi, Steven Foster, endorsed Amendment 64 because, "as clergy,

we have the responsibility to talk about what policies serve our community best. You do

not have to use marijuana—or even approve of marijuana—to see that our current laws are

not working." Many supporters of Amendment 64 did so because they wanted to improve

the efficiency and effectiveness of the state's law enforcement resources. Proponents

believe that permitting recreational use will allow officers to focus on prevention of violent

crime and that it will remove some of the burden on the state's prosecutors and courts.

Other justifications for support include: increasing the state's revenue (much of the

additional revenue is required to be used to fund primary education), subjecting otherwise

illicit substances to health and safety regulations for the protections of users, enhancing

individual freedom, eliminating a black market (black markets tend to result in crime

regardless of the goods sold because market participants are already criminals, and

therefore have less to lose by committing additional crimes), and providing empirical

evidence for studying the effects of legalization to identify whether the harms associated

with drugs are actually caused by the policy of prohibition.

Yet another argument favoring Amendment 64 is that regulation of cannabis may actually

reduce marijuana usage by teens: According to Regulate Marijuana like Alcohol, the

organization responsible for much of the campaigning in support of Amendment 64,

cannabis use by teens is likely to go down because commercial access would be limited to

persons 21 and older. The campaign also points out that teens who currently seek cannabis

have to turn to criminals for their supply and that these criminals may expose teens to

other, potentially more dangerous drugs like heroin, meth, or cocaine. Supporters also

point out that Colorado's experience with medical marijuana supports their conclusion: The

CDC's Youth Risk Behavior Surveillance System monitors a number of statistics for



America's youth. The CDC study suggests that cannabis use among Colorado's youths fell

by 2.8 percent from 2009 (24.8 percent) to 2011 (22 percent), while the national rate of

youth use increased by 2.3 percent from 2009 (20.8 percent) to 2011 (23.1 percent).

Furthermore, the CDC found that the availability of drugs on school grounds in Colorado

fell 5 percent from 2009 (22.7 percent) to 2011 (17.2 percent), while the national rate

increased by 3.1 percent over the same time.

Opposition

The group "No on 64" objected to Amendment 64 chiefly because it claimed the

amendment would lead to increased use of cannabis, a consequence the group considers

harmful. In particular, the group sees cannabis as addictive and as damaging to children

because they believe it "permanently affects brain development, impairs learning ability

and contributes to depression."

On October 14, The Denver Post's editorial board announced its opposition to Amendment

64. The board began by saying, "We believe possession and use of marijuana should be

legal," but ultimately encouraged readers to vote against the amendments because "Drug

policy simply has no business being in the state constitution."

IMPLEMENTATION

The policies took effect when the Governor ratified the ballots, which was to happen

within 30 days of the election. Governor John Hickenlooper officially added the law to his

state's constitution on Monday December 10, 2012 making the private consumption of

cannabis legal in Colorado. The first stores officially opened on January 1, 2014.

Shortly after its passing Colorado Gov. John Hickenlooper stated "This will be a

complicated process, but we intend to follow through. That said, federal law still says

cannabis is an illegal drug, so don't break out the Cheetos or Goldfish too quickly." On

December 10, 2012 Governor Hickenlooper signed Executive Order B 2012-004 to create

the Task Force on the Implementation of Amendment 64 to "consider and resolve a

number of policy, legal and procedural issues". On March 13, 2013, the task force issued

58 recommendations on how recreational pot should be grown, sold and taxed in the state.

On May 28, 2013, Governor Hickenlooper signed several bills into law implementing the

task force's recommendations. On September 9, 2013, the Colorado Department of



Revenue adopted final regulations for recreational marijuana establishments, implementing

the Colorado Retail Marijuana Code (HB 13-1317). On September 16, 2013, the Denver

City Council adopted an ordinance for retail marijuana establishments. These local

licensing requirements are in addition to the state licensing requirements.

Proposition AA

On May 28, 2013 the government also proposed Proposition AA, a 15% excise tax on the

"average market rate" and a 10-15% sales tax on retail sales (on top of the 2.9% state sales

tax and any local government sales taxes). The Colorado chapter of NORML opposed the

measure, supporting the 15% excise tax but opposing the 10% sales tax as unreasonable

and unnecessary, arguing that the proposed marijuana taxes could amount to an effective

tax rate of 30-40% and would be more than twice the equivalent taxes on alcohol, that

there would be adequate funds to effectively regulate recreational marijuana if the measure

failed, and that excessive taxation would have the potential effect of keeping a black

market alive. The Denver Post disagreed, citing the insufficiency of licensing fees to

previously regulate medical marijuana and rejecting the notion that the taxes would drive

pot back to the black market. On November 5, Proposition AA was approved by a wide

margin, as were similar local taxes such as a 3.5% Denver marijuana sales tax which is on

top of the 3.62% Denver sales tax.

TAX REVENUE

In February 2015, the state of Colorado reported that tax collection figures for 2014, the

first year of legal commercial sales, reached a total of $44 million from recreational

marijuana with a further $32 million collected from fees on the industry and pre-existing

taxes on medical marijuana. These sales and excise tax figures do not include the corporate

and personal income taxes generated by businesses and employees working in the state's

marijuana industry.



CANNABIS POLICY OF COLORADO

Ballot Amendment 20 Approved Nov. 7, 2000 by 54% of voters.

Effective: June 1, 2001

Removes state-level criminal penalties on the use, possession and cultivation of marijuana by patients who

possess written documentation from their physician affirming that he or she suffers from a debilitating

condition and advising that they "might benefit from the medical use of marijuana."

Approved Conditions: Cancer, glaucoma, HIV/AIDS positive, cachexia; severe pain;

severe nausea; seizures, including those that are characteristic of epilepsy; or persistent

muscle spasms, including those that are characteristic of multiple sclerosis. Other

conditions are subject to approval by the Colorado Board of Health.

Possession/Cultivation: A patient or a primary caregiver who has been issued a Medical

Marijuana Registry identification card may possess no more than two ounces of a usable

form of marijuana and not more than six marijuana plants, with three or fewer being

mature, flowering plants that are producing a usable form of marijuana.

Patients who do not join the registry or possess greater amounts of marijuana than allowed

by law may argue the "affirmative defense of medical necessity" if they are arrested on

marijuana charges.

Amended: House Bill 1284 and Senate Bill 109

Effective: June 7, 2010

Colorado Governor Bill Ritter signed the bills into law and stated the following in a June 7,

2010 press release:

"House Bill 1284 provides a regulatory framework for dispensaries, including giving local

communities the ability to ban or place sensible and much-needed controls on the

operation, location and ownership of these establishments.

Senate Bill 109 will help prevent fraud and abuse, ensuring that physicians who authorize

medical marijuana for their patients actually perform a physical exam, do not have a DEA

flag on their medical license and do not have a financial relationship with a dispensary."



Recreational marijuana

Since the enactment of Colorado Amendment 64 in November 2012, adults aged 21[9] or

older can grow up to six marijuana plants (with no more than half being mature flowering

plants) privately in a locked space, legally possess all marijuana from the plants they grow

(as long as it stays where it was grown), legally possess up to one ounce of cannabis while

traveling, and give as a gift up to one ounce to other citizens 21 years of age or older. Any

adult in Colorado's territory may possess up to one ounce of marijuana at any time,

however non-Colorado residents may only purchase up to one-quarter of an ounce at a

time. Consumption is permitted in a manner similar to alcohol, with equivalent offenses

proscribed for driving. Consumption in public remains illegal. Amendment 64 also

provides for licensing of cultivation facilities, product manufacturing facilities, testing

facilities, and retail stores. Visitors and tourists in Colorado can use and purchase

marijuana, but face prosecution if found in possession in any adjacent state. Denver airport

has banned all possession of marijuana but admits it has not charged a single person with

possession nor has the airport seized any marijuana since the ban went into effect.

Governor Hickenlooper signed several bills into law on May 28, 2013 implementing the

recommendations of the Task Force on the Implementation of Amendment 64. On

September 9, 2013, the Colorado Department of Revenue adopted final regulations for

recreational marijuana establishments, implementing the Colorado Retail Marijuana Code

(HB 13-1317). On September 16, 2013, the Denver City Council adopted an ordinance for

retail marijuana establishments. The state prepared for an influx of tourists with extra

police officers posted in Denver. Safety fears led to officials seeking to limit use of the

drug in popular ski resorts. According to a Quinnipiac University poll released July 21,

2014, Coloradans continued to support the state's legalization of marijuana for recreational

use by a margin of 54–43 percent. At the same time, the poll indicated 66 percent of voters

there think marijuana use should be legal in private homes and in members-only clubs, but

should not be legal in bars, clubs or entertainment venues where alcohol is served. Sixty-

one percent of respondents also said laws regulating marijuana use should be as strict as

laws regulating alcohol use.



MEDICAL MARIJUANA REGISTRY

Colorado Department of Public Health and Environment

HSV-8608

4300 Cherry Creek Drive South

Denver, CO 80246-1530

Phone: 303-692-2184

medical.marijuana@state.co.us

Website:

CO Medical Marijuana Registry

Information provided by the state on sources for medical marijuana:

The Marijuana Enforcement Division (MED) website provides a list of licensed Medical

Marijuana Centers, which are retail operations "from which Medical Marijuana Registry

patients purchase Medical Marijuana and Medical Marijuana infused products." MED "is

responsible for the regulation of both the Medical and Retail Marijuana industries, each of

which have separate and distinct statute and rules under which they operate."

"Medical Marijuana Licensing Information," colorado.gov/revenue/med (accessed Feb. 26,

2014)

"Licensing Information," colorado.gov/revenue/med (accessed Feb. 26, 2014)

Patient Registry Fee: $15

Accepts other states' registry ID cards? No

Registration: Mandatory

On November 7, 2000, 54% of Colorado voters approved Amendment 20, which amended

the State Constitution to allow the use of marijuana in the state for approved patients with

written medical consent. Under this law, patients may possess up to 2 ounces of medicinal

cannabis and may cultivate no more than six cannabis plants (no more than three of these

mature flowering plants at a time). Patients who are caught with more than this in their

possession may argue "affirmative defense of medical necessity" but are not protected

under state law with the rights of those who stay within the guidelines set forth by the state.

Furthermore, doctors, when making a patient recommendation to the state can recommend



the rights to possess additional medicine and grow additional plants, because of the

patient’s specific medical needs. Conditions recognized for medical cannabis in Colorado

include: cachexia; cancer; chronic pain; chronic nervous system disorders; epilepsy and

other disorders characterized by seizures; glaucoma; HIV or AIDS; multiple sclerosis and

other disorders characterized by muscle spasticity; and nausea. Additionally, patients may

not use medical cannabis in public places or in any place where they are in plain view, or

in any manner which may endanger others (this includes operating a vehicle or machinery

after medicating). Colorado medical cannabis patients cannot fill prescriptions at a

pharmacy because under federal law, cannabis is classified as a schedule I drug. Instead,

patients may get medicine from a recognized caregiver or a non-state-affiliated club or

organization, usually called a dispensary. Dispensaries in Colorado offer a range of

cannabis strains with different qualities, as well as various "edibles" or food products that

contain cannabis. Certain dispensaries also offer patients seeds and "clones" for those who

want to grow their own medicine.

In April 2013, the Colorado Court of Appeals held in Coats v. Dish Network that since

marijuana remains against federal law, employers can use that standard rather than state

law as a rationale for banning off-the-job worker use, and are not bound by Colorado's

Lawful Activities Statute:

The primary question before us is whether federally prohibited but state-licensed medical

marijuana use is "lawful activity" under section 24-34-402.5, C.R.S. 2012, Colorado's

Lawful Activities Statute. If it is, employers in Colorado would be effectively prohibited

from discharging an employee for off-the-job use of medical marijuana, regardless that

such use was in violation of federal law. We conclude, on reasoning different from the trial

court's analysis, that such use is not "lawful activity."



HOW PROFITABLE IS THE AVERAGE MARIJUANA DISPENSARY?

We found some articles that may be useful for you and can help you to find some answers

about how profitable is the average marijuana dispensary. The post are from Quora and

Forbes.

By Quora posts. James Fisher, Studies the sin industries.

Let's assume that you are asking how profitable a retail outlet in Colorado that is selling

recreational marijuana is. The short answer is that, at present, the profitability of such

operations is not enormously attractive. One reasonably competent dispensary in Colorado

reports gross margins of about 32%. (A gross margin would just be the selling price for a

bag -- typically 1 ounce or an "eighth" -- less the cost of the item sold.) This eighth might

range in price from $30 to $60 dollars (probably closer to $30). Compare this with, say,

Starbucks, which gets a gross margin of almost 60% on that skinny vanilla latte you just

ordered.

Let's peel back the economics a little further. Here are a few factors limiting the retailer's

profitability:

Start-up costs: retail space (how many square feet), fixtures (how to merchandise, how to

limit "shrinkage") are all substantial questions to ask and answer. Typically location is a

crucial determinate of retail success (how close do you live to your favored grocery

store?), and the better your location the more you will likely pay per square foot. I have a

former student who just built out a space in Boulder (software, not pot), where location

was less crucial, yet that lease was very pricey. It's a seller's market there for commercial

real estate -- residential, for that matter.

On-going operating expenses: Here, too, the economics are daunting. Some retailers may

want to integrate backward and grow their own. Cultivating marijuana requires more than

seeds and a grow-light. Mold, mildew and pests can easily destroy a crop and top-notch

grow managers are, as you might imagine, in short supply. A good retail sales clerk -- the

so-called "budtender" -- is a key hire as well. To all this we must add extraordinary

regulation and compliance costs. In Denver, state and local marijuana taxes sum to a

confiscatory 29%. I have read that under Section 280E of the Internal Revenue Code



growers and retailers alike are very limited in what business expenses the can deduct.

Couple this with close regulatory or tax scrutiny and you have a very challenging operating

environment. Says one operator: "Everyone is going to be audited."

Competition: You can buy more at a medical dispensary and typically at a lower price

point. Shorter lines and greater convenience if you opt for the old-school, black-market pot

dealer with his dime bag tucked away in his army surplus coat. One customer asks

rhetorically: "Who wants to wait 30 minutes in line to score a bag?"

So here's my back-of-the-envelop pro-forma for a Colorado dispensary:

This, of course, does not include start-up costs, which are not insignificant. This economic

picture may improve, but right now the retail business does not appear to be highly

profitable.

By Forbes post. Debra Borchardt, Contributor. I write about the business of marijuana.

Most people believe marijuana dispensaries are hugely profitable – grow a few plants and

money will come rolling in the door. The reality is that cannabis retailers face challenges

that regular retailers don’t. There are restrictions on advertising, inventory and a product

that is still technically illegal. “People think, ‘Oh, its pot you throw a few seeds in the

ground, you put up a shingle and you’ll be printing cash.’ That’s obviously not the case.

You’re still ultimately a retail business,” said Steve Gormley, Chief Business Officer at

OSL Holdings.

However, it’s a retail business that can’t advertise in traditional channels and is mostly

limited to social media to promote their dispensaries. The businesses face banking issues,

since many banks won’t work with them. There are security problems that require

$1,000,000 [100% - Sales revenue]

- 680,000 [68% - Cost of goods sold]

= 320,000 [32% - Gross Profit]

- 200,000 [20% - Operating Expenses]

- $120,000 [12% - Earnings before taxes as well as any interest or depreciation expenses]



expensive solutions and a customer that can’t engage in self-service. This means a lot of

well-trained staff for one-on-one service there can problems getting the product needed and

costly inventory tracking software. Businesses have to hire special lawyers, special

accountants and find special locations to set up shop. Most people just hear about boxes

full of cash, but they don’t hear of the challenges that come with running these businesses.

In addition, owners find it difficult to measure success and calculate their company’s

value. Salwa Ibrahim, owner of Blum Dispensary in California said it was hard to find a

company willing to determine a valuation for her company due to the complicated nature

of the business. In California, medical marijuana dispensaries can only be non-profit

making the ability to measure an operation’s success challenging. Some metrics that are

being used are counting the average customers per day and the average spend per

customer. For Blum, a great day is servicing 1,000 patients, while a slow day is closer to

500-600. Her customers on average spend $50 a person. So that good day brought

approximately $50,000.

That sounds like a ton of money, until you start to break down the costs. Marijuana

Business Daily has published its 2015 fact book and it has begun to calculate sales per

square foot, which is a metric used in traditional retail. MBD determined that an average

sales per square foot for a recreational marijuana store is $1,773 and $1,143 for a medical

marijuana dispensary. Less than a jewelry store that has average sales of $3,017, but it is

better than a liquor store, which is only $250. Still, cannabis stores can’t claim the same

tax deductions as normal businesses so this metric doesn’t necessarily mean that a business

is profitable.



WHAT MARIJUANA/CANNABIS BUSINESSES CAN YOU START IN

COLORADO?

Here is another publication from consultants about starting up with marijuana business in

Colorado. On this link you have the whole article. The following text is just part of it.

How To Grow/Cultivate Marijuana Legally in Colorado?

The situation is nearly identical to that of dispensaries. The city and county would need to

allow you to be licensed before you can be allowed to cultivate for medical or recreational

purposes. Right now, if you're on the medical side of the industry, you would be required

to own/operate a dispensary in order to cultivate any cannabis/marijuana for anything other

than personal consumption. For the recreational side, you can be an independent

cultivator/grower. Either way, the steps are similar:

 Create your cultivation/growing business plan.

 Determine your potential location(s) and investigate whether licensing is possible

in the prospective cities or counties.

 Install your business infrastructure. Basically, you need to form your company so

your cultivation facility can operate legally.

 Acquire the necessary licenses to operate your growing facility and be completely

legal and compliant.



 Install the operational infrastructure to be in accordance with all regulations and

then open your doors for business.

 Contract to provide product with dispensaries, delivery services and/or

edible/extraction/infused products manufacturers to grow marijuana for them - this

will depend on whether you are on the medical or retail side of the industry.


