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At midnight on January 1, Colorado will become one of two states in the nation to open 
legalized retail marijuana stores. The “dot-bong era” will be messy, chaotic, and potentially 
lucrative—one projection has the American marijuana market growing faster than the 
smartphone sector in 2014. But no one knows exactly what this revamped reality will look like 
(and if they tell you they do, they’re probably stoned). 


To make sense of it all, we’ve put together this A-to-Z guide to the legalized marijuana 
marketplace—from fun facts to some of the perks we can expect, as well as the hiccups, speed 







bumps, and setbacks we’ll most likely face as we wind our way through this more enlightened 
era. Colorado voters passed this law to grant our state’s adults some groundbreaking rights, and 
how sensibly we address the responsibilities these budding freedoms bring will reveal whether 
marijuana’s advocates have been clear-eyed all along—or just blowing smoke. 
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Attitudes  
Rates of U.S. marijuana use  


18.9 million 
past-month marijuana users in the United States 


7.6 million 
 daily or near daily users of marijuana in the United States 


7.2 
percent of people age 12–17 in the United States who currently use marijuana 


18.7 
percent of people age 18–25 in the United States who currently use marijuana 


5.3 
percent of people age 26 and older in the United States who currently use marijuana 


47.8 
percent of people age 12–17 in the United States who said it would be fairly or very easy for 
them to obtain marijuana 







+26% 
change in regular marijuana use from 2007–12  


+79% 
change in past-year heroin use from 2007–12 


52 
percent of Americans who support legalizing marijuana in 2013 (up from 41 percent in 2010) 


72 
percent of Americans who think we spend more than it’s worth to enforce marijuana laws 


Audits 
Last summer, Denver auditor Dennis Gallagher’s office released a scathing report revealing 
serious shortcomings in the city’s oversight of the medical marijuana (MMJ) industry. Among 
many problems cited were spotty record-keeping, inconsistent licensing, and poor coordination 
with the state Department of Revenue. The damning audit emboldened legalization opponents, 
who argue that Denver’s inefficiencies with MMJ oversight bode ill for its ability to run the 
legalized market, and it was a primary reason the city has been so deliberate about setting up the 
new rules. 
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Banks 
One of the MMJ industry’s biggest headaches has been the difficulty dispensary owners have 
had finding banks that will accept any aspect of their business. Because banks are federally 
licensed, they risk running afoul of RICO laws, which were designed to combat organized crime 
and prevent banks from handling money earned from illegal activities. (In October, Governor 
John Hickenlooper and Washington Governor Jay Inslee formally asked the federal government 
to grant legal marijuana businesses complete access to banking services, and as of press time, the 
feds seem amenable to finding a compromise that might allow certain banks to begin working 
with the industry.) Keeping the rules as-is could result in security risks. “If they’re going to let 
these [legalized marijuana] businesses move forward, they shouldn’t be known as people who 
have large amounts of cash on them at all times,” says Christian Sederberg, a partner at the law 
firm Vicente Sederberg LLC. (Two months ago, Hickenlooper’s chief legal counsel Jack Finlaw 
revealed that the state has been allowing dispensaries to keep firearms on their premises—
contrary to federal guidelines—because of the risks associated with running a cash-only 
business.) Simply exempting certain banks from the current regulations would likely result in 
even more potentially dangerous activity. “Unregulated banks would just be an invitation to 
launder money,” says Annmarie Jensen, a lobbyist for the Colorado Association of Chiefs of 
Police (CACP). “But we still have all this cash floating around, so there’s no way to solve this 
without the federal government changing something.” 







 


Black Market 
Neutralizing the stranglehold cartels have had over illegal drugs for the past several decades 
often is the first thing marijuana activists cite when arguing for legalization. But because weed 
remains illegal federally, businesses that have been sanctioned by Colorado still can’t access the 
banking system (see “Banks”) or tax deductions that “normal” companies enjoy. The cash-only 
corner they’re painted into could sustain the influence of organized crime; others have argued 
that overtaxing legal marijuana could produce the same result because black market prices will 
be cheaper (see “Taxes,” page 98). Moreover, if the industry, working with the state, can’t 
establish systems that can thoroughly track the amount of weed grown and sold, the incentive to 
skim product and sell it illicitly will remain. 


Blunt 
A cigar that’s been hollowed out and refilled with marijuana. The rapper Snoop Dogg has 







claimed that he smokes about 80 of these per day, which seems a little excessive. (Also known 
as: dutchie.) 
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Cannabutter  
The substance created when marijuana is cooked with butter or oil, which is then used to make 
pot brownies, candy, and other edible concoctions. If you’re just throwing buds and leaves into 
the mixing bowl, you’re doing it wrong. (Also known as: weed butter, green butter.) 


City Councils 
The groups that, by and large, have been charged with determining whether and how legalized 
marijuana will be allowed into their towns. Some councils, such as Denver’s, have opened their 
doors; some have already banned recreational marijuana outright—regardless of whether or not 
their voters supported Amendment 64 in 2012. Most are taking wait-and-see approaches. 
Denver’s city council has drafted extensive rules around where, when, and how pot shops will be 
able to operate; in October, it also debated further restrictions on the public consumption of pot, 
similar to open container laws for alcohol. Boulder, of all places, has proven to be one of the 
most stringent cities so far. “While embracing legalization, Boulder has also been very strict 
about regulating and enforcing it,” says CACP lobbyist Jensen. “They’ve made it clear to the 
marijuana community that you can come here, but you better play by the rules, and they’ve 
kicked out some people.” 


Cole Memo 
A letter released in June 2011 by U.S. Deputy Attorney General James Cole that stated the 
government would not use its “limited federal resources” to prosecute medical marijuana 
providers who were following their respective states’ laws. Cole’s office released a second 
memo in August 2013 stating that—in the wake of legalization in Colorado and Washington 
state—federal law enforcement priorities would focus on, among other things, preventing the 
redistribution of marijuana to children, drug cartels, and other criminal enterprises, or on 
enforcement in states where the drug has not been legalized. Although some marijuana advocates 
say they see the announcements as an assurance that those who comply with state laws won’t be 
prosecuted over federal statutes, the feds are remaining open-ended enough to allow the 
Department of Justice (DOJ), the Drug Enforcement Administration (DEA), and others to 
resume prosecutions if too many people or businesses flout the new regulations. 


Controlled Substances Act (CSA) 
Passed in 1970, the CSA is the federal law that lists marijuana alongside drugs such as heroin, 
LSD, and MDMA (ecstasy), classifying them all as Schedule I drugs—substances that have a 
“high potential for abuse” and “no currently accepted medical use.” By virtue of this designation, 
weed is officially considered to be more harmful than Schedule II drugs such as cocaine, 
methamphetamine, opium, and oxycodone, but extensive medical research—along with good ol’ 
common sense—contradicts this. Many have suggested that moving marijuana into a more 
appropriate category would enable the federal government to reprioritize marijuana prosecutions 
without drastically changing its existing laws. 
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DUID  
Denver police make about 3,200 DUI arrests per year, and about 100 of them are for driving 
under the influence of drugs (DUID). Officials expect that number to rise by about five percent 
once legalization goes live. However, in 2011, researchers from University of Colorado Denver 
and Montana State University found that traffic fatalities declined in states where medical 
marijuana had been legalized, a fact they attributed to more people choosing marijuana over 
alcohol. (Other research has shown prescription drug use among American teens during the past 
few years to be declining as well.) DUID testing also has been imperfect so far because THC 
lingers in your system long after the buzz is gone. If police start handing out tickets today to 
people who were high yesterday, the resulting costs and legal snafus could create an entirely new 
set of problems. 
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Edibles 
With the emergence of medical marijuana came the boom in edible cannabis, from candy to 
brownies to cooking oils. These products appeal to people who can’t or don’t like to smoke, or 
who want to be discreet in public. Depending on the edible and its level of intoxicant, these THC 
delivery systems can provide the entire range from a pleasant, light buzz to heavy sedation. One 
drawback: Edibles sometimes have inconsistent quality and potency, and the onset and duration 
of their effects varies widely. Colorado has established new testing and labeling requirements 
that aim to remedy the unpredictability. 


Entrepreneurs   







Man With a Plan 


Ryan Cook dresses like any other startup guru: pressed shirt, rolled-up sleeves, designer jeans. 
It’s a fitting uniform for the general manager of the Clinic, a chain of six medical marijuana 
centers, because Cook’s resumé looks a lot like the typical Silicon Valley success story. 


Formerly an architect, Cook nabbed some prime commercial space when he entered the bud 
business in 2009; among the Clinic’s storefronts is one in the sizzling-hot Highlands Square. 
He’s owned all his marijuana grows from day one, so when subsequent state MMJ rules required 
vertical integration—the mandate that no more than 30 percent of a dispensary’s product comes 
from outside growers—he avoided any awkward shotgun marriages with unfamiliar grow 
facilities. Instead, he hired a commercial farm manager, which may be why Cook’s early crops 
thrived when many others suffered. 


Now he oversees an 85-employee business that offers health care and other benefits. One of his 
products, which come in nitrogen-sealed packs, nabbed first place at the 2012 and 2013 U.S. 
High Times Cannabis Cup. Cook figures to be a major player in a business some have called the 
“next great American industry.” (The consulting firm See Change Strategy said in 2011 that 
national marijuana sales could grow from $1.7 billion in 2011 to $8.9 billion by 2016.) 


This new form of reefer madness is so promising, would-be investors have already descended 
upon Colorado looking for funding 
opportunities, even though the state has set strict residency requirements for weed entrepreneurs, 
and only pre-existing dispensaries will be able to open retail shops before 2016. These 
restrictions didn’t dissuade almost 70 people—about 90 percent of them from outside Colorado 
and nearly twice the number who attended a previous gathering—from showing up at a recent 
event in Denver for marijuana investors that was sponsored by the ArcView Angel Investing 
Network. 


Cook himself is ambivalent about legalization. Despite the head start he has as an established 
dispensary owner, two of his Clinic locations are in Lakewood, which passed a one-year 
recreational pot store moratorium. And while his other stores are in Denver, which will allow 
retail shops, the city council approved store operation and advertising rules only two weeks 
before the application process began, giving Cook little time to finalize any expansion plans. 


He concedes he has it better than most small medical marijuana businesses facing hefty licensing 
fees, municipal bonds, and security and inventory upgrades before they can enter the recreational 
market. “If you’ve been struggling already, it must feel like you are climbing the Alps,” he says. 
It’s also why he says we haven’t yet seen the pot-shop consolidations some predicted: “This isn’t 
the time when speculators feel real excited about making decisions.” 


Still, he says once business settles down next year, the corporate power plays will begin. Will the 
Clinic be involved? In a word, Cook says, “Absolutely.” —Joel Warner 
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Facts  


Developing brains: Anyone younger than 21, and possibly younger than 25, is more vulnerable 
to marijuana’s effects than those with fully formed adult brains. 


Drawbacks: Most adults who use marijuana once or occasionally suffer no harm whatsoever. 


Driving: Although marijuana use can impact motor skills and reaction times, it has not been 
proven to cause an increase in traffic accidents.  


Health problems: Researchers have never uncovered a link between marijuana smoking and 
lung cancer, even among heavy users, although it can cause problems such as bronchitis.  


Kids being kids: States where medical marijuana is legal report no greater increase in teen usage 
rates than states where weed is still illegal, and in 2012 more teens reported smoking pot than 
smoking cigarettes (23 percent versus 18 percent). 


Medical benefits: In a February 2013 survey, 76 percent of physicians said they would approve 
of a breast cancer patient using marijuana to relieve pain. Marijuana has been shown to relieve 
chronic pain, improve mobility, and ease symptoms of multiple sclerosis. It also helps alleviate 
nausea—thus aiding with weight maintenance—among patients with conditions such as 







HIV/AIDS. Some parents of children with epilepsy have recently moved to Colorado specifically 
to access the drug, and its effects on one young patient prompted CNN’s Dr. Sanjay Gupta to 
publicly renounce his longtime opposition to medical marijuana. 


Mental illness: Marijuana use has been shown to have a potential connection to developing 
psychosis in those who are already genetically predisposed to it. 


Netherlands: Usage rates in Holland—you know, where Amsterdam is—are similar to those in 
the United States, and Dutch teens use weed less frequently than American kids. 


Slippery slope: There is no proof that marijuana causes criminal behavior or is a so-called 
“gateway” to harder drugs. 


Toxicity: Although factors vary by user and circumstance, marijuana is widely held to be far less 
harmful than alcohol, tobacco, or other recreational or prescription drugs.  
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Gray Market 
Co-ops are informal groups of marijuana growers who pool resources to produce the product, a 
la community gardens. They can avoid Amendment 64–related regulations by sticking to the 
limit of six plants per person, thus maintaining their status as personal providers. Some observers 
claim these folks comprise as much as 50 percent of the overall market and that they grow 
everywhere from their own basements to gardens set up in large shared spaces. Under 
legalization, more people may be emboldened to “grow their own,” thus avoiding the taxes 
attached to retail pot, because possession is no longer forbidden. This would create a relatively 
unregulated “gray” sector of the market that would be welcome to many marijuana users 
(because of the lower costs) but undermines the intent of garnering more tax revenue and 
regulating sales and distribution of the drug. Such a scenario could also invite more federal 
scrutiny of co-ops and retail operations alike. “Co-ops are legal under the medical marijuana 
system,” says Kristen Thomson, a lobbyist with Thomson Public Affairs, a firm that represents 
dispensaries. “You’d have to assume they’re flirting with disaster [by flouting federal law], but 
they have been for four years and nothing’s been done to change it.” 
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Hash 
Resin from the flowers of a marijuana plant, processed into powder or a tarlike form. Hash has 
THC concentrations of up to 60 percent, or about twice that of typical weed.  


Hearing Process 
Medical dispensaries will now either: 


1. Remain entirely medical 







2. Convert to a hybrid model in a shared space, charging different prices for its medical and 
taxable retail products 


3. Convert to a hybrid model with separate entrances, product displays, and shopping areas 


4. Convert entirely to retail  


Note: Retail owners must go through a public hearing process before city officials to ensure 
compliance. Starting in 2016, the hearing process will be required of all new businesses. 


 


  


I 


Indica 
The marijuana species that creates the so-called “couch-lock” high: full-bodied and soothing. In 
the MMJ world, indica-based strains are prescribed to relax muscles, relieve pain, and help 
patients sleep better.  


Industrial Hemp 
One of the reasons people sometimes refer to marijuana as a miracle drug has nothing to do with 
getting high. Legalization means some farmers will begin growing industrial hemp, which can be 
used to develop products as varied as textiles and cooking oils. Although hemp seeds are still 
illegal federally, the THC content in industrial hemp is minuscule. California has already passed 
a law legalizing it and is awaiting a Cole Memo–type approval from federal officials. (Although 
Colorado won’t begin granting hemp-production licenses until 2014, hemp farmers have already 
planted and harvested crops here for the first time in 50 years.) 
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January 1, 2016 
The date on which new recreational marijuana businesses can begin applying for state licenses, 
provided the owners have satisfied all other eligibility requirements, including, but not limited to, 







establishing residency and passing criminal background checks. Until then, only existing medical 
marijuana businesses will be allowed to enter the legalized market in Colorado. 


Jargon 
There are hundred of synonyms for marijuana; here's a sampling.  


Acapulco gold, ace, airplane, Angola, Astroturf, atshitshi, Aunt Mary, baby bhang, bale, 
bamba, bammy, black bart, black gunion, bo, bomber, boom, broccoli, bud, canamo, cheeba, 
chemo, Christmas tree, chronic, coli, Colombian, Colorado cocktail, dew, ding, dinkie dow, 
djamba, doob(ee), earth, elephant, el gallo, endo, esra, fatty, flower, frajo, ganja, gash, gauge 
butt, giggle smoke, gong, grass, green, gunga, haircut, hay, herb, hooch, instagu, jay, Jane, jive 
stick, jolly green, juja, kali, kaya, ki, kind, krippy, kush, loaf, lobo, loco weed, lubage, M.J., 
macaroni, machinery, Mary Jane, mooster, mootie, O.J., Panama cut/gold/red, pod, pretendo, 
Queen Anne’s lace, reefer, rip, rope, root, scissors, scrub, sezz, skunk, splim, swag, sweet 
Lucy, Texas tea, torch, trees, wheat, white-haired lady, yellow submarine, yesco, zambi, zol 
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Kevin Sabet 
Depending on your perspective, Sabet is either a forward-thinking drug policy wonk or a rigidly 
disingenuous charlatan. The co-founder of Project SAM (Smart Approaches to Marijuana) and a 
former adviser on President Barack Obama’s drug policy team, he’s been the point person of a 
nationwide effort to slow or abort legalization efforts. His occasionally alarmist pitch focuses 
primarily on protecting children from marijuana—an admirable goal shared by many 
Amendment 64 advocates—but he’s frequently cherry-picked studies that support his views 
while ignoring broader research that would make it tougher for his group to perpetuate myths 
about the drug’s effects. Among other things, he’s denied its medical benefits and exaggerated its 
potency and addictiveness rates. Sabet also has advocated policies that could result in more 
draconian penalties for drug users, such as mandatory drug education classes for adults arrested 
for marijuana possession.  
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Labeling  
Colorado is setting rules for labeling both edibles and smokeable marijuana. Producers and 
sellers may need to include info about the production facility, pesticides and herbicides used, 
warning statements, nutritional information, and THC levels and potency. Edibles also will be 
monitored by the Food and Drug Administration (FDA) and the U.S. Department of Agriculture 
(USDA).  


Licensing  
In many ways, this is the linchpin for the recreational marijuana industry. How well the process 
works and is coordinated between state departments will largely determine how warmly received 
legalized marijuana is by citizens, law enforcement, and the federal government. Related 







endeavors such as testing and tracking also will be licensed by the state, and Colorado will 
perform background checks for owners and employees and has established residency 
requirements for owners and investors. 


Lobbying 
If there’s money involved, the lobbyists can’t be far behind. Legalized weed has created 
unprecedented opportunities for advocates on all sides of the issue. In July, the Denver Post 
reported that such groups spent $183,000 on the issue in April and May alone and more than 
$330,000 in the past year, with pro-marijuana groups outspending their opponents almost five to 
one. (However, the individual group that spent the most was the anti-legalization Smart 
Colorado, which ponied up at least $56,000 in 2012.) To compare, the state oil and gas industry 
spent about $1 million in lobbying here during the first 10 months of fiscal 2013. 


Lawlessness    
What will legalization’s impact be on crime rates and general disorder? Though more data is 
needed, marijuana-related criminality likely will be neither as innocuous as the pros believe nor 
as bad as the antis fear. But it’s difficult to know where the truth lies: In July, Denver District 
Attorney Mitch Morrissey alleged that a dozen MMJ-related homicides and “hundreds” of 
robberies in the metro area had received scant attention from the press or the public. When 
challenged to clarify his statements, Morrissey backtracked, calling the figures “loose,” and 
admitted that none of the alleged murders had occurred at MMJ facilities. What we do know is 
marijuana-related crime during the MMJ era—both here and in California, which legalized MMJ 
17 years ago—has not been markedly worse.  


$12,000,000 - Estimated immediate savings post-legalization to Colorado law enforcement, 
including police, judicial, and correctional budgets 
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Medical 
Although the MMJ business still has unresolved issues around oversight of dispensaries and 
doctors (see “Oversight,” page 96) the industry’s performance between 2010 and 2012 satisfied 







enough people to help pass Amendment 64. In fact, the higher prices retail marijuana will 
command are likely to increase business for medical providers whose customers would rather not 
pay the retail taxes. Says Sederberg, “There’s a lot we learned from the medical system, but 
there’s also a lot we can do to make [retail] better.” 


Myths   


Addiction: Although this is a favorite claim of the antis, marijuana has never been proven to be 
physically addictive, and dependency rates for the drug are far lower than for nicotine, alcohol, 
and “hard” drugs. 


Casual use: There is no evidence that moderate marijuana use has any lasting negative effects 
on otherwise healthy people. And a researcher at the University of Colorado Denver recently 
said that while use of marijuana among American teens has risen in recent years, it cannot be 
attributed to the legalization of medical marijuana in certain states and its use may actually help 
reduce binge drinking among young people.  


IQ: Anti-pot activists like to claim that marijuana use lowers intelligence over time, but such 
contentions usually arise from a single study, conducted in 2012 in New Zealand, that has since 
been disputed. Moreover, Dutch high school students rank far higher than American teens in 
math and science despite marijuana being widely available in Holland for the past three decades. 


Medical benefits: Anyone who says these don’t exist is simply wrong. Among many other 
things, marijuana relieves pain and nausea in cancer patients, eases eye pressure in glaucoma 
sufferers, soothes the muscle spasticity common to multiple sclerosis, and increases the appetites 
of people with “wasting diseases” such as AIDS and dementia.  


Memory: Research has shown that an increased tolerance for marijuana actually can reduce 
negative effects on cognitive functions such as memory and reasoning. 


Mental illness and cancer: Although it’s true that marijuana use can trigger depression or 
schizophrenia among those who are already predisposed to mental illness, particularly for 
adolescents, it cannot cause these conditions in otherwise healthy people. There is a similar lack 
of evidence that marijuana causes any type of cancer; in fact, recent research has shown that it 
may stunt the growth of or even shrink certain cancerous tumors. 


Overdose: There are no documented cases of death resulting from overuse of marijuana, 
primarily because it would be impossible for any normal user to consume an amount large 
enough to result in one’s untimely demise.  


Potency: Weed today may be more powerful than it was a few decades ago, but the increase is 
nowhere near as steep as the 10x figure claimed by people such as Sabet (see “Kevin Sabet,” 
page 94). And the higher potency leads to less consumption, not more, because it provides the 
same effects with a smaller amount.  







Violence: This one is straight out of Reefer Madness. Marijuana does not lead to increased 
violence among healthy users. Period. 
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Neighbors  
One of the most legitimate concerns about legalized marijuana comes from outside Colorado’s 
borders. In August, the Rocky Mountain High Intensity Drug Trafficking Area (RMHIDTA), a 
Western law enforcement network, revealed that in 2012, highway police nationwide made about 
275 seizures of marijuana, totaling about 3.5 tons, that were traceable back to Colorado—
compared to 54 seizures in 2005. And in 2011, Colorado-grown weed seized by the St. Louis 
division of the DEA surpassed the amount it confiscated from California for the first time. 
Marijuana activists say legalization should help mitigate that if taxes don’t drive prices too high, 
but the truth is, a certain amount of black- or gray-market activity is likely—which is a great 
argument for why law enforcement efforts should zero in on the most egregious scofflaws rather 
than everyday users and rule-abiding sellers. 
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Oversight 
If this were a line item on a medical marijuana report card, it would read, “needs improvement.” 
In addition to the negative reviews from Denver auditor Dennis Gallagher’s office (see 
“Audits,”, state officials have faced up to a nine-month backlog of background checks for 
dispensary employees. They’ve also been criticized for a toothless approach to regulating 
medical marijuana doctors, some of whom have either spotty credentials or have done a shoddy 
job of screening potential patients. These physicians won’t be a factor in retail operations, but if 
the state can’t assure law enforcement and the public that it’s minding the store, broader 
sentiment could turn against the pro-pot movement. 
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Public consumption 
This fall, the Denver city council momentarily threatened the weed biz when it considered 
outlawing “open and public” marijuana consumption, possibly even in one’s own backyard. 
Thankfully, the modified “sniff-test” ordinance should mimic alcohol’s open container laws, so 
you can carry weed discreetly (but not smoke it) in public and consume it in your home or on 
your property—including on your front or back porch. 


Purchasing Limits 
In one of the key rules adopted to assuage the feds, Colorado officials have decreed that out-of-
state customers can only buy a quarter-ounce (about $100 worth) at a time, which should make it 







difficult for non-Coloradans to amass large quantities to try and sell elsewhere. (Colorado 
residents can buy and possess up to one ounce of the drug at a time.) 


Pricing 
Typical medical marijuana prices in Colorado. Amendment AA will add at least 25 percent to 
each of these at a retail store. 
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Quality Control  


Purity Tester  


If Genifer Murray, founder and CEO of CannLabs Inc., seems to be in good spirits, it might be 
because her three-year-old marijuana testing facility is about to see business explode. Currently, 
Murray estimates that six percent of the Colorado MMJ industry uses her services to gauge 
products for potency and contaminants. That number will likely skyrocket, as the state’s retail 
marijuana rules will require strict testing.  


CannLabs’ facility off South Colorado Boulevard is currently quadrupling to 2,000 square feet, 
giving Murray even more reasons to smile. But when it comes to what CannLabs’ tests have 
discovered, she turns serious. “Consumers just don’t know what’s in this stuff,” she says. 


Murray says her company has found that many growers and sellers exaggerate their amounts of 
THC, the psychoactive component of pot, and cannabidiol (CBD), one of the most medically 
beneficial parts of the plant. Murray cites one edible product she tested that claimed to contain 
300 milligrams of CBD but in fact had just 16 milligrams. “It’s like paying for Vicodin and 
getting sugar pills,” she says. 


Mislabeled potency might result in simple buyer’s remorse, but some other products CannLabs 
evaluates raise questions of public safety that are key to ensuring the federal government leaves 
this burgeoning state enterprise alone. For example, butane hash oil, a concentrated form of 







cannabis, has been shown to contain butane remnants and other hazardous chemicals. (It can also 
be dangerously explosive during processing.) And bubble hash, which is made with water, can 
incubate bacteria. In fact, CannLabs has found traces of mold, salmonella, and E. coli in certain 
products—contaminations that create the type of negative PR no industry wants. 


Murray’s advice to wary consumers? Stay away from the chemically processed stuff, such as 
hash and hash oil, and look for label claims backed by a testing facility, all of which have to be 
licensed. That, and don’t just go for the products touting sky-high amounts of THC. After all, 
potency doesn’t equal quality. “When they want a drink,” Murray says, “most people don’t just 
go and buy Everclear.” 
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Regulation 
Additional rules and guidelines expected to be enacted in Colorado: 


1. Businesses can cultivate and sell medical and retail weed under the same roof but must divide, 
label, and charge for the products according to the respective laws. 


2. Business owners who violate licensing requirements could face fines up to $100,000 and 
suspension or forfeiture of their licenses. 


3. There will be restrictions on hours of operation, but they have yet to be determined. 







4. Applicants for retail licenses must be Colorado residents for at least two years before 
applying, and investors in growers or retailers must be state residents for at least three years. 


5. Edibles must be sold in child-resistant containers. 


6. Advertising will be limited in a manner similar to alcohol and tobacco: No billboards, no 
marketing to minors, and no advertising in publications or on radio and TV stations with at least 
30 percent of readers/listeners/watchers who are under 21. Marijuana sellers also can’t buy out-
of-state ads or promote pot tourism.  


Research 
Prohibition against marijuana has clouded research about its effects. As Sanjay Gupta, M.D., 
wrote earlier this year on cnn.com, most of the research documenting the benefits of pot was 
conducted between 1840 and 1930, before the “reefer madness” scare overwhelmed public 
sentiment. According to Gupta, although more than 20,000 research papers have been published 
more recently, only about six percent of them investigate marijuana’s benefits. Because the plant 
is federally illegal, the only place in the United States to obtain the drug for research is at the 
University of Mississippi, which hosts a government lab but doesn’t grow enough sanctioned 
marijuana to distribute to outside researchers. The weed at Ole Miss is used in studies by the 
National Institute on Drug Abuse, whose anti-pot agenda is implicit in its name. Until marijuana 
is reassigned out of the Schedule I category of the CSA, independent researchers will be left to 
find their own plants to study—and risk federal prosecution for doing it. 
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Sativa  
The strain that results in a more energetic high. Sativa-based strains are prescribed for conditions 
such as depression, and it’s often favored by those seeking to fuel their creativity and 
ingenuity.Smart Colorado – An in-state ally of Project SAM that has played an influential role 
in establishing many of the regulations approved by Governor Hickenlooper’s task force, 
including public hearings, licensing, labeling, and child protection requirements. 


Strains 
Types of marijuana, either indica or sativa or some combination of the two (known as 
“hybrids”). Growers are constantly experimenting with blends that are designed to address 
conditions including nausea, sleeplessness, seizures, and muscle pain. Note: All strains are not 
created equal; like any other crop, they’re subject to fluctuating weather patterns and to the 
whims and quirks of the growers themselves. So that Trainwreck or Bubba Kush you loved the 
first time you bought it might not pack the same punch in the next batch—all the more reason to 
shop around for a knowledgeable vendor.  


Synthetic Marijuana  
An over-the-counter herbal product, aka “spice,” that’s made nefarious headlines recently for 
triggering ER visits and even death among its users, most of them under 21. It can cause users to 
become agitated and violent—precisely the opposite effect of real marijuana—and should not be 
used under any circumstances. State and federal lawmakers have banned numerous brands in the 
past and are considering additional bans or restrictions. 


  


T 


Task Force 
The group assembled by Governor Hickenlooper to recommend rules and guidelines for the 
newly legalized market. The 24-member panel includes advocates and naysayers alike, as well as 
officials from government, law enforcement, and community groups. In March, it issued 58 
recommendations around all aspects of retail marijuana production, distribution, and sales. 


Taxes 
On November 5, Colorado voters easily approved Proposition AA by a margin of 65-35. This 
win for marijuana advocates establishes a 15 percent excise tax and a 10 percent sales tax on all 
retail sales. (Cities may also add additional sales taxes, as Denver has.) Although some have 
warned that excessive taxation could drive weed right back into the criminal black market, the 
“tax the hell out of it” sentiment—and its promise to fund public school improvements—is likely 
what motivated undecided voters in 2012 to support Amendment 64. And this fall’s raucous, 
grungy, showy anti-tax demonstrations, which featured handouts of free joints in public 
gathering spaces, didn’t help the anti-tax sponsors’ cause. And as the Durango Herald reported 







in October, while tax rates will be higher for marijuana than for alcohol, the overall revenue the 
state will net annually—after school construction funds are subtracted—will be about the same 
for each substance. 


THC 
Tetrahydrocannabinol, the substance in marijuana that gets you high by stimulating brain cells to 
release dopamine. THC consumption can trigger relaxation and heightened senses, but it’s also 
been suspected to cause schizophrenic relapses in people who already have the condition. 


Tracking   
Seed to Sale  


One way to keep the black market at bay will be thorough monitoring of marijuana production 
and sales. If it sounds impossible to follow a tiny seed from its first dip into the soil to its 
ultimate over-the-counter sale, take heart: The technology to accomplish this already exists. Reid 
Hanson is founder and president of Cairnstack Software, maker of LeafTrack. His company has 
long made agricultural tracking products for farmers and has now adapted its tools for the 
marijuana business. “We can track what it costs to produce a gram and where that gram goes,” 
Hanson says. “And we’ve added tools that allow consumers to scan QR codes and find out where 
to get more of the same product.” 


Although this sounds like exactly what state officials need to satisfy the new laws, Hanson’s 
company has had no luck with the state, whose cross-department IT systems are notoriously 
primitive. “We tried giving one application to the state, but it’s been met with resistance,” he 
says. (Colorado rolled out its own two-pronged inventory- and sales-tracking system in 
October.)   


Hanson has gained more traction with business-minded marijuana vendors—despite their often 
inherent aversion to data tracking—because the software vividly illuminates which growers are 
most efficient and where a business can start to save money. And for those who worry pot 
entrepreneurs might try to illicitly skim even more profits from their products, Hanson says they 
can’t be any worse than certain mainstream farmers. “A lot of shenanigans go on in regular 
agriculture,” he says. “They tend to ‘lose’ a lot of products at cash-only farmers’ markets.” 


U 


United Nations 
In September, the international administrative body voiced concerns that legalization in Colorado 
and Washington may violate the drug control treaties the United States has signed with other 
nations. But the treaties only apply to national laws, so states in a federated system like ours 
won’t be affected, and the U.N. has limited enforcement options anyway. Still, the organization 
will be monitoring U.S. legalization closely. 


  


V 







Vacationers  
Will Denver become the next Amsterdam? That’s the dire concern of some and the fervent hope 
of others. Nascent pot tourism companies have already quietly started planning, even if they 
can’t open for business just yet. With some 60 million tourists visiting our state annually, it’s a 
good bet that 10 to 20 percent of them are weed friendly. More tax revenue from increased sales 
certainly seems like a good thing, and the rules around purchasing limits and exporting should 
ensure that we don’t become a way station for lowlifes. But anyone who fears that Colorado will 
turn into the place where stoners choose to hang (and spend their money) might want to consider 
one simple fact: It already is. 


Vaporizer 
A “pipe” that uses intense heat to release THC vapors, allowing users to smoke without inhaling 
some of marijuana’s harsher and potentially harmful substances, thus offering a “cleaner” high. 
Vaporizers vary widely in size, price, and quality.  


 


W 


War On Drugs  
No matter what your political stripe might be, arguing that our 30-year war on drugs has been 
anything other than an abject failure is absurd. The “war” has resulted in constitutionally dubious 
practices such as workplace drug testing, DEA persecution of pharmacies and doctors, federal 
inspection of supposedly private mail, egregious racial disparities in the prosecution of drug 
crimes, and unprecedented grants of Big Brother–esque power to numerous federal agencies.  







  


African-American to Caucasian marijuana arrest rate: 3.7:1  


Possession-only arrests for marijuana 
1995: 520,000 
2010: 784,000 


All marijuana-related arrests since 2003: 8 million 


Cost per year per minimum-security inmate: $21,000 


Total U.S. expenditures on the war on drugs: $1 trillion  


Overall U.S. prison expenditures 
1987: $19 billion 
2007: $44 billion 


  


Weedmaps.com 
A comprehensive online guide to local marijuana dispensaries and doctors, this site also includes 
reviews, video tours, and information about strain testing. (Sites such as leafly.com and 
nuggetry.com assess individual strains according to their medical benefits, side effects, and the 
type of high they create.) 


  


X 


The XX Factor 
As with many social and political trends, the people who determine success or failure often are 
women. The Women’s Marijuana Movement is a national organization that has voiced its 
support for legalization on grounds that uniquely appeal to its membership: primarily, that 
advocating the use of pot instead of alcohol could drastically reduce instances of domestic 
violence and violence against women in general. Marijuana may not be a magical elixir to cure 
all these societal ills, but at least legalization means women working in the profession will now 
be protected by workplace discrimination and harassment laws. If pot advocates truly want to 







take their cause into the mainstream, they should view women not just as potential consumers, 
but as employees, employers, and investors as well. 


  


Y 


Youths 
Just so we’re clear: Anyone under 21 should not use marijuana, and anyone under 25 should use 
it only with the strictest caution (see “Facts,”). The vast majority of anti-pot arguments revolve 
around protecting children, and most of the regulations Colorado has established were designed 
for that exact purpose. The potential threats to kids go beyond them ingesting the drug; for 
example, a legal indoor growing setup might create unhealthy mold on the premises, which 
would be particularly hazardous for children with allergies or asthma. We can expect to hear 
reports of 21-and-over friends or siblings buying marijuana for their underage counterparts, but 
by prosecuting these cases with zero tolerance—as we’re theoretically doing with alcohol—such 
incidents should be minimized. Failure to implement and follow these rules to the fullest extent 
possible will dismantle the entire enterprise—and rightfully so. 


  


Z 


Zoning  
As with MMJ dispensaries, Colorado communities that will allow retail marijuana operations are 
mandating that they sit at least 1,000 feet away from the nearest schools, daycare centers, 
playgrounds, and other marijuana facilities, and on-the-fence towns such as Louisville are 
debating limits to the size and hours of pot shops and have passed rules that would prevent 
clustering. One Denver city councilman’s proposal to make the buffer 2,500 feet would’ve 
forced the entire industry onto a few patches of land near DIA. As much as driving along the 
interminable Peña Boulevard makes us long for a little chemical escape, the proposal was 
mercifully declined.  
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Formal Ethics Opinions are issued for advisory purposes only and are 


not in any way binding on the Colorado Supreme Court, the Presiding 


Disciplinary Judge, the Attorney Regulation Committee, or the Office 


of Attorney Regulation Counsel and do not provide protection against 


disciplinary actions.  


 


Introduction and Scope 


In Formal Opinion 124, "A Lawyer’s Medical Use of Marijuana" 


(2012), the Colorado Bar Association Ethics Committee (Committee) 


addressed the narrow question of whether a lawyer’s personal use of 


marijuana under C.R.S. § 12-43.3-101 - 1001 (the Medical Marijuana 


Code), standing alone, violated the Colorado Rules of Professional 


Conduct (Colo. RPC or the Rules). In concluding that the use of 


marijuana in compliance with the Medical Marijuana Code, by itself, 


did not violate the Rules, the Committee expressly noted, but declined to 


address, the related issue of whether a lawyer violates the Rules by 


counseling or assisting clients in legal matters related to the cultivation, 


possession, use, or sale of medical marijuana under Colorado law.  


That issue has now come to the forefront. Effective December 10, 2012, 
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Colorado passed Amendment 64, which generally permits and regulates 


the personal use of marijuana in the same way that the personal use of 


alcohol is permitted and regulated, and which envisions a regulated 


industry to supply and sell marijuana much like the industry that 


supplies and sells alcohol. At the same time, however, marijuana 


continues to be illegal under federal law for all purposes. 


Under Colo.RPC 1.2(d), "a lawyer shall not counsel a client to engage, 


or assist a client, in conduct that the lawyer knows is criminal. . . ." The 


Committee has been asked to opine whether, and to what extent, a 


Colorado lawyer may counsel clients regarding the use of, and 


commerce in, marijuana consistent with Colo.RPC 1.2(d). 


At present, the issue is more theoretical than practical. The Committee 


knows of no instance in which a Colorado lawyer has been disciplined 


for counseling or representing clients with regard to marijuana use or 


commerce that is lawful under Colorado law but unlawful under federal 


law. This fact, however, does not moot the issue. The Rules have a two-


fold purpose: "to provide guidance to lawyers and to provide a structure 


for regulation conduct through disciplinary agencies." Colo.RPC, Scope 


[20]. The plain language of Colo.RPC 1.2(d) prohibits Colorado lawyers 


from counseling a client to engage, or assist a client, in conduct that the 


lawyer knows to be criminal. Certain client conduct may now be legal 


under Amendment 64 and the Medical Marijuana Code but may remain 


a violation of federal criminal statutes. Therefore, the Committee offers 


this opinion in an effort to prevent the Rules from becoming a source of 


confusion rather than a source of guidance. 


Syllabus 


Under Colo.RPC 1.2(d), "a lawyer shall not counsel a client to engage, 


or assist a client, in conduct that the lawyer knows is criminal. . . ." 


Federal law treats the cultivation, possession, sale, and use of marijuana 


for any purpose, even a medical one, as a crime. By contrast, Colorado 


law has decriminalized these activities provided that they are conducted 


in compliance with Colorado’s laws and regulations.  


The novelty and complexity of the conflict between Colorado and 


federal law prevent the Committee from devising a bright line 


distinction between lawyer conduct that complies with Colo.RPC 1.2(d) 


and lawyer conduct that violates it. Instead, the Committee has 


determined that there is a spectrum of conduct ranging from that which 


Colo.RPC 1.2(d) clearly permits to that which it clearly prohibits. 


The Committee concludes that a lawyer does not violate Colo.RPC 


1.2(d) by representing a client in proceedings relating to the client’s past 


activities; by advising governmental clients regarding the creation of 


rules and regulations implementing Amendment 64 and the Medical 


Marijuana Code; by arguing or lobbying for certain regulations, rules, or 


standards; or by advising clients regarding the consequences of 


marijuana use or commerce under Colorado or federal law. The 


Committee further concludes that, for good or ill, under the plain 


language of Colo.RPC 1.2(d), it is unethical for a lawyer to counsel a 
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client to engage, or assist a client, in conduct that violates federal law. 


Between these two points lies a range of conduct in which the 


application of Colo.RPC 1.2(d) is unclear.
1 


Analysis 


Federal law criminalizes the cultivation, sale, distribution, and use of 


marijuana for virtually any purpose. See Controlled Substances Act, 21 


U.S.C. §§ 801 – 904 (the "CSA"). The CSA categorizes marijuana as a 


Schedule I controlled substance and prohibits its cultivation, sale, 


distribution, and use based on Congress’s conclusion that marijuana has 


no accepted utility. 21 U.S.C. § 812(b)(1), (c).  


By contrast, Colorado and a number of other states and the District of 


Columbia have decriminalized the limited use of marijuana for medical 


purposes. See CRS § 12-43.3-102(2), 103. Colorado has also established 


a regulatory scheme by which qualified individuals may lawfully obtain 


marijuana. See C.R.S. § 12-43.3-101 - 1001. Colorado voters approved a 


constitutional amendment decriminalizing the possession and use of 


small amounts of marijuana for recreational use on November 6, 2012. 


See Colorado Ballot Initiative Amendment 64. Marijuana cultivated, 


manufactured, sold, distributed, and used as permitted by Amendment 


64 will be regulated and taxed like alcohol and tobacco. It is anticipated 


that Colorado will enact a use code for recreational marijuana similar to 


the Medical Marijuana Code. Notwithstanding state decisions to exempt 


the cultivation, sale, distribution, and use of marijuana for medical and 


recreational purposes, such conduct remains criminal under federal law 


and may be prosecuted by federal authorities. 


Colo.RPC 1.2(d) states that a lawyer shall not counsel a client to engage, 


or assist a client, in conduct that the lawyer knows is criminal. If the 


conduct is illegal, Comment [9] to Colo.RPC 1.2 advises the lawyer not 


to undertake the representation or to limit the lawyer’s advice to an 


honest opinion about the actual consequences that appear likely to result 


from a client’s conduct.  


This conflict between federal and state law creates a dilemma for 


Colorado lawyers. On the one hand, members of the public need legal 


advice on how to apply or reconcile conflicting federal and state laws 


regarding the cultivation, sale, manufacture, distribution, or use of 


marijuana. On the other hand, a potential client’s cultivation, sale, 


manufacture, distribution, or use of marijuana, although legal under 


Colorado law, violates federal law.
2
  


Public policy considerations favor lawyers providing the full range of 


legal advice authorized under Colo. RPC 2.1 so that their clients may 


comply with Colorado’s marijuana use laws. "[I]t too often is 


overlooked that the lawyer and the law office are indispensable parts of 


our administration of justice. Law-abiding people can go nowhere else 


to learn the ever changing and constantly multiplying rules by which 


they must behave and to obtain redress for their wrongs." Hickman v. 


Taylor, 329 U.S. 495, 514 (U.S. 1947) (Jackson, J., concurring). 


Nevertheless, unless and until there is a change in applicable federal law 







or in the Colorado Rules of Professional Conduct, a lawyer cannot 


advise a client regarding the full panoply of conduct permitted by the 


marijuana amendments to the Colorado Constitution and implementing 


statutes and regulations. To the extent that advice were to cross from 


advising or representing a client regarding the consequences of a client’s 


past or contemplated conduct under federal and state law to counseling 


the client to engage, or assisting the client, in conduct the lawyer knows 


is criminal under federal law, the lawyer would violate Rule 1.2(d).  


This is not to say that a lawyer may never ethically counsel or represent 


a client in areas in which Colorado has decriminalized marijuana. The 


question is, at what point do a lawyer’s legal services in this area violate 


Colo.RPC 1.2(d)? Circumstances in which the question arises are too 


various to permit a single, bright-line answer. It must suffice to describe 


a spectrum of conduct starting with conduct which the Committee 


believes is unquestionably permissible, ending with conduct which the 


Committee believes is undoubtedly unethical, and circling back to the 


range of conduct in between as to which reasonable minds may differ.  


It is, for example, unquestionably permissible for lawyers to represent 


clients regarding the consequences of their past conduct. Just as a 


lawyer may ethically defend a client accused of committing a crime, so 


too may a lawyer ethically represent a client accused of violating 


Colorado’s rules and regulations regarding marijuana, in any area in 


which that conduct may become an issue—including family law, 


employment law, workers’ compensation law, and criminal law.  


Under the Rules, it is equally permissible for government lawyers to 


counsel their clients regarding the creation and application of zoning 


and other ordinances and legislation relating to marijuana. The CSA 


provides that "no civil or criminal liability shall be imposed by virtue of 


this subchapter upon . . . any duly authorized officer of any State . . . 


who shall be lawfully engaged in the enforcement of any law or 


municipal ordinance relating to controlled substances." 21 U.S.C. § 


885(d). Some courts have interpreted this section to provide civil and 


criminal immunity for state law enforcement officers enforcing valid 


state marijuana laws. See City of Garden Grove v. Superior Court, 157 


Cal. App. 4th 355, 369 (2007); State v. Kama, 39 P.3d 866, 868 (Or. 


App. 2002). Under this line of cases, state officials carrying out their 


responsibilities under Colorado’s marijuana laws are not engaging in 


criminal activity. Relying on these cases, the Committee believes that 


government lawyers advising these officials do not violate Colo.RPC 


1.2(d) when they work to help their clients enforce, interpret, or apply 


marijuana laws. It is similarly permissible for lawyers to advocate for 


changes in the law and to help their clients advocate for a change in the 


law. See Colo.RPC 3.9 ("Advocate in Nonadjudicative Proceedings"); 


Colo.RPC 6.4 ("Law Reform Activities Affecting Client Interests").  


Finally, in the family law context, a lawyer may advise a client about the 


consequences of using marijuana before, during, or after exercising 


parental rights or parenting time without violating the Rules. Colo.RPC 


1.2(d) "does not preclude the lawyer from giving an honest opinion 


about the actual consequences that appear likely to result from a client’s 







conduct." Colo.RPC 1.2(d), cmt. [9]. 


By contrast, the Committee concludes that the plain language of 


Colo.RPC 1.2(d) prohibits lawyers from assisting clients in structuring 


or implementing transactions which by themselves violate federal law. 


A lawyer cannot comply with Colo.RPC 1.2(d) and, for example, draft 


or negotiate (1) contracts to facilitate the purchase and sale of marijuana 


or (2) leases for properties or facilities, or contracts for resources or 


supplies, that clients intend to use to cultivate, manufacture, distribute, 


or sell marijuana, even though such transactions comply with Colorado 


law, and even though the law or the transaction may be so complex that 


a lawyer’s assistance would be useful, because the lawyer would be 


assisting the client in conduct that the lawyer knows is criminal under 


federal law. Similarly, a lawyer cannot under Colo.RPC 1.2(d) represent 


the lessor or supplier in such a transaction if the lawyer knows the 


client’s intended use of the property, facilities, or supplies, as such 


actions are likely to constitute aiding and abetting the violation of or 


conspiracy to violate federal law. 


Between these two extremes is a range of conduct the permissibility of 


which is subject to question. A case in point is tax law. Advising or 


assisting clients with tax issues related to the cultivation, sale, 


distribution, and use of marijuana pursuant to Colorado law may comply 


with Colo.RPC 1.2(d) insofar as it involves simply counseling a client 


about the legal consequences of past conduct. However, "[t]here is a 


critical distinction between presenting an analysis of legal aspects of 


questionable conduct and recommending the means by which a crime or 


fraud might be committed with impunity." Colo.RPC 1.2(d), cmt. [9]. 


Under Colo.RPC 1.2(d) as written, a lawyer violates that Rule at the 


point where tax preparation becomes tax planning, the intent of which is 


to assist a client in planning the violation of federal law. Similarly, in a 


family law context, it is unclear to what extent, if any, a lawyer may 


negotiate a parenting plan or separation agreement in which one 


component is the permissible use of marijuana, either recreational or 


medicinal.  


Colorado is one of a handful of states conducting an experiment in 


democracy: the gradual decriminalizing of marijuana. The Committee 


notes that, as a consequence of Colo.RPC 1.2(d) as written, Colorado 


risks conducting this experiment either without the help of its lawyers or 


by putting its lawyers in jeopardy of violating its rules of professional 


conduct.  


__________ 


1. See, e.g., T.S. Eliot, "The Hollow Men," § V ("Between the 


conception/And the creation/Between the emotion/And the 


response/Falls the Shadow"). 


2. The bar association ethics committees of three other states—Arizona, 


Connecticut, and Maine—have considered the uncertainty surrounding a 


lawyer’s duties in light of the conflicting provisions of federal and state 


marijuana laws. Arizona’s Ethics Committee refused to "apply ER 


1.2(d) in a manner that would prevent a lawyer who concludes that the 







client’s proposed conduct is in ‘clear and unambiguous compliance’ 


with state law from assisting the client in connection with activities 


expressly authorized under state law, thereby depriving clients of the 


very legal advice and assistance that is needed to engage in the conduct 


that the state law expressly permits." State Bar of Ariz. Ethics Op. 11-01 


(2011). Maine’s Professional Ethics Commission opined that so long as 


both the federal law and the language of Rule 1.2(d) remain the same, a 


lawyer must perform the analysis required by Rule 1.2(d) and determine 


whether the particular legal service being requested rises to the level of 


assistance in violating federal law. Maine Prof. Ethics Comm’n, 


Opinion 199 (2010). Connecticut’s Ethics Committee also identified the 


problem and, quoting the Maine opinion, noted that "the Rule which 


governs attorney conduct does not make a distinction between crimes 


which are enforced and those which are not," but left it to individual 


lawyers to draw the line between permissible advice to clients on the 


requirements of the Connecticut Palliative Use of Marijuana Act and 


impermissible assistance to clients in conduct that violates federal law. 


Connecticut Bar Ass’n Prof. Ethics Committee, Informal Opin. 2013-02 


(2013).  


 


Addendum to Formal Opinion 125— 


The Extent to Which Lawyers May Represent 


Clients Regarding Marijuana-Related Activities 


Adopted October 21, 2013 


The Colorado Supreme Court’s Standing Committee on the Colorado 


Rules of Professional Conduct has recommended that the Colorado 


Supreme Court adopt marijuana related amendments to the Colorado 


Rules of Professional Conduct. The proposed amendments would 


insulate a lawyer from discipline by the Colorado Supreme Court for the 


lawyer’s personal or medical use of marijuana and for the lawyer’s 


provision of legal services and advice on marijuana-related conduct. The 


Colorado Bar Association Ethics Committee supports this 


recommendation.  
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RULE CHANGE 2014(05)


Colorado Rules of Professional Conduct


Rule 1.2. Scope of Representation and Allocation of Authority Between Client and Lawyer


I l4l A lawyer may counsel a client regarding the validity. scope. iurd meaning of Colorado


constitution article XVIll. secs. 14 & 16. and malz assist a client in conduct that the lawyer


reasonabllz believes is permitted by these constitutional provisions and the statutes, regulations.


orders. and other state or local provisions implementing them. ln these circumstances. the lawYer


shall also advise the client regarding related 1'ederal law and policy.


Amended and Adopted by the Court, En Banc, March 24r20L4, effective immediately.


Justice Coats and Justice Eid would not approve Comment!l4l.


Bv the Court:


7-
Chief Justice
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PART 1 
COLORADO MEDICAL MARIJUANA CODE 


 
 
12-43.3-101. Short title. 
 
This article shall be known and may be cited as the “Colorado Medical Marijuana Code”. 
 
 
12-43.3-102. Legislative declaration. 
 
 (1) The general assembly hereby declares that this article shall be deemed an exercise of the 
police powers of the state for the protection of the economic and social welfare and the health, 
peace, and morals of the people of this state. 
 
 (2) The general assembly further declares that it is unlawful under state law to cultivate, 
manufacture, distribute, or sell medical marijuana, except in compliance with the terms, 
conditions, limitations, and restrictions in section 14 of article XVIII of the state constitution and 
this article or when acting as a primary caregiver in compliance with the terms, conditions, 
limitations, and restrictions of section 25-1.5-106, C.R.S. 
 
 
12-43.3-103. Applicability. 
 
 (1) (a) On July 1, 2010, a person who is operating an established, locally approved business for 
the purpose of cultivation, manufacture, or sale of medical marijuana or medical marijuana-
infused products or a person who has applied to a local government to operate a locally approved 
business for the purpose of cultivation, manufacture, or sale of medical marijuana or medical 
marijuana-infused products which is subsequently granted may continue to operate that business 
in accordance with any applicable state or local laws. “Established”, as used in this paragraph 
(a), shall mean owning or leasing a space with a storefront and remitting sales taxes in a timely 
manner on retail sales of the business as required pursuant to section 39-26-105, C.R.S., as well 
as any applicable local sales taxes.   
 
 (b) To continue operating a business or operation as described in paragraph (a) of this 
subsection (1), the owner shall, on or before August 1, 2010, complete forms as provided by the 
department of revenue and shall pay a fee, which shall be credited to the medical marijuana 
license cash fund established pursuant to section 12-43.3-501. The purpose of the fee shall be to 
pay for the direct and indirect costs of the state licensing authority and the development of 
application procedures and rules necessary to implement this article. Payment of the fee and 
completion of the form shall not create a local or state license or a present or future entitlement 
to receive a license. An owner issued a local license after August 1, 2010, shall complete the 
forms and pay the fee pursuant to this paragraph (b) within thirty days after issuance of the local 
license. In addition to any criminal penalties for selling without a license, it shall be unlawful to 
continue operating a business or operation without filing the forms and paying the fee as 
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described in this paragraph (b), and any violation of this section shall be prima-facie evidence of 
unsatisfactory character, record, and reputation for any future application for license under this 
article. 
 
 (c) A county, city and county, or municipality shall provide to the state licensing authority, 
upon request, a list that includes the name and location of each local center or operation licensed 
in said county, city and county, or municipality so that the state licensing authority can identify 
any center or operation operating unlawfully. 
 
 (2) (a) Prior to July 1, 2011, a county, city and county, or municipality may adopt and enforce 
a resolution or ordinance licensing, regulating, or prohibiting the cultivation or sale of medical 
marijuana. In a county, city and county, or municipality where such an ordinance or resolution 
has been adopted, a person who is not registered as a patient or primary caregiver pursuant to 
section 25-1.5-106, C.R.S., and who is cultivating or selling medical marijuana shall not be 
entitled to an affirmative defense to a criminal prosecution as provided for in section 14 of article 
XVIII of the state constitution unless the person is in compliance with the applicable county or 
municipal law. 
 
 (b) On or before September 1, 2010, a business or operation shall certify that it is cultivating at 
least seventy percent of the medical marijuana necessary for its operation. 
 
 (c) On and after July 1, 2011, all businesses for the purpose of cultivation, manufacture, or sale 
of medical marijuana or medical marijuana-infused products, as defined in this article, shall be 
subject to the terms and conditions of this article and any rules promulgated pursuant to this 
article; except that a person that has met the deadlines set forth in paragraphs (a) and (b) of 
subsection (1) of this section that has not had its application acted upon by the state licensing 
authority may continue to operate until action is taken on the application, unless the person is 
operating in a jurisdiction that has imposed a prohibition on licensure. While continuing to 
operate prior to the licensing authority acting on the application, the person shall otherwise be 
subject to the terms and conditions of this article and all rules promulgated pursuant to this 
article. 
 
 (d) (I) On and after July 1, 2012, persons who did not meet all requirements of paragraph (a) of 
subsection (1) of this section as of July 1, 2010, may begin to apply for a license pursuant to this 
article. A business or operation that applies and is approved for its license after July 1, 2012, 
shall certify to the state licensing authority that it is cultivating at least seventy percent of the 
medical marijuana necessary for its operation within ninety days after being licensed. 
 
 (II) For those persons that are licensed prior to July 1, 2012, the person may apply to the local 
and state licensing authorities regarding changes to its license and may apply for a new license if 
the license is for a business that has been licensed and the person is purchasing that business or if 
the business is changing license type. 
 
 (III) For a person who has met the deadlines set forth in paragraphs (a) and (b) of subsection 
(1) of this section and who has lost his or her location because a city or county has voted 
pursuant to section 12-43.3-106 to ban his or her operation, the person may apply for a new 
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license with a local licensing authority and transfer the location of its pending application with 
the state licensing authority. 
 
 (e) This article sets forth the exclusive means by which manufacture, sale, distribution, and 
dispensing of medical marijuana may occur in the state of Colorado. Licensees shall not be 
subject to the terms of section 14 of article XVIII of the state constitution, except where 
specifically referenced in this article. 
 
 
12-43.3-104. Definitions. 
 
 As used in this article, unless the context otherwise requires: 
 
 (1) “Good cause”, for purposes of refusing or denying a license renewal, reinstatement, or 
initial license issuance, means: 
 
 (a) The licensee or applicant has violated, does not meet, or has failed to comply with any of 
the terms, conditions, or provisions of this article, any rules promulgated pursuant to this article, 
or any supplemental local law, rules, or regulations; 
 
 (b) The licensee or applicant has failed to comply with any special terms or conditions that 
were placed on its license pursuant to an order of the state or local licensing authority; 
 
 (c) The licensed premises have been operated in a manner that adversely affects the public 
health or welfare or the safety of the immediate neighborhood in which the establishment is 
located. 
 
 (1.5) “Immature plant” means a nonflowering medical marijuana plant that is no taller than 
eight inches and no wider than eight inches produced from a cutting, clipping, or seedling and 
that is in a growing container that is no larger than two inches wide and two inches tall that is 
sealed on the sides and bottom. 
 
 (2) “License” means to grant a license or registration pursuant to this article. 
 
 (3) “Licensed premises” means the premises specified in an application for a license under this 
article, which are owned or in possession of the licensee and within which the licensee is 
authorized to cultivate, manufacture, distribute, or sell medical marijuana in accordance with the 
provisions of this article. 
 
 (4) “Licensee” means a person licensed or registered pursuant to this article. 
 
 (5) “Local licensing authority” means an authority designated by municipal or county charter, 
ordinance, or resolution, or the governing body of a municipality, city and county, or the board 
of county commissioners of a county if no such authority is designated. 
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 (6) “Location” means a particular parcel of land that may be identified by an address or other 
descriptive means. 
 
 (7) “Medical marijuana” means marijuana that is grown and sold pursuant to the provisions of 
this article and for a purpose authorized by section 14 of article XVIII of the state constitution 
but shall not be considered a nonprescription drug for purposes of section 12-22-102 (20) or 
section 39-26-717, C.R.S., or an over-the-counter medication for purposes of section 25.5-5-322, 
C.R.S. 
 
 (8) “Medical marijuana center” means a person licensed pursuant to this article to operate a 
business as described in section 12-43.3-402 that sells medical marijuana to registered patients or 
primary caregivers as defined in section 14 of article XVIII of the state constitution, but is not a 
primary caregiver. 
 
 (9) “Medical marijuana-infused product” means a product infused with medical marijuana that 
is intended for use or consumption other than by smoking, including but not limited to edible 
products, ointments, and tinctures. These products, when manufactured or sold by a licensed 
medical marijuana center or a medical marijuana-infused product manufacturer, shall not be 
considered a food or drug for the purposes of the “Colorado Food and Drug Act”, part 4 of 
article 5 of title 25, C.R.S. 
 
 (10) “Medical marijuana-infused products manufacturer” means a person licensed pursuant to 
this article to operate a business as described in section 12-43.3-404. 
 
 (11) “Optional premises” means the premises specified in an application for a medical 
marijuana center license with related growing facilities in Colorado for which the licensee is 
authorized to grow and cultivate marijuana for a purpose authorized by section 14 of article 
XVIII of the state constitution. 
 
 (12) “Optional premises cultivation operation” means a person licensed pursuant to this article 
to operate a business as described in section 12-43.3-403. 
 
 (13) “Person” means a natural person, partnership, association, company, corporation, limited 
liability company, or organization, or a manager, agent, owner, director, servant, officer, or 
employee thereof. 
 
 (14) “Premises” means a distinct and definite location, which may include a building, a part of 
a building, a room, or any other definite contiguous area. 
 
 (15) “School” means a public or private preschool or a public or private elementary, middle, 
junior high, or high school. 
 
 (16) “State licensing authority” means the authority created for the purpose of regulating and 
controlling the licensing of the cultivation, manufacture, distribution, and sale of medical 
marijuana in this state, pursuant to section 12-43.3-201. 
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12-43.3-105. Limited access areas. 
 
 Subject to the provisions of section 12-43.3-701, a limited access area shall be a building, 
room, or other contiguous area upon the licensed premises where medical marijuana is grown, 
cultivated, stored, weighed, displayed, packaged, sold, or possessed for sale, under control of the 
licensee, with limited access to only those persons licensed by the state licensing authority. All 
areas of ingress or egress to limited access areas shall be clearly identified as such by a sign as 
designated by the state licensing authority. 
 
 
12-43.3-106. Local option. 
 
 The operation of this article shall be statewide unless a municipality, county, city, or city and 
county, by either a majority of the registered electors of the municipality, county, city, or city 
and county voting at a regular election or special election called in accordance with the 
“Colorado Municipal Election Code of 1965”, article 10 of title 31, C.R.S., or the “Uniform 
Election Code of 1992”, articles 1 to 13 of title 1, C.R.S., as applicable, or a majority of the 
members of the governing board for the municipality, county, city, or city and county, vote to 
prohibit the operation of medical marijuana centers, optional premises cultivation operations, and 
medical marijuana-infused products manufacturers’ licenses. 
 
 


  PART 2 
STATE LICENSING AUTHORITY 


 
 
12-43.3-201. State licensing authority — creation. 
 
 (1) For the purpose of regulating and controlling the licensing of the cultivation, manufacture, 
distribution, and sale of medical marijuana in this state, there is hereby created the state licensing 
authority, which shall be the executive director of the department of revenue or the deputy  
director of the department of revenue if the executive director so designates. 
 
 (2) The executive director of the department of revenue shall be the chief administrative officer 
of the state licensing authority and may employ, pursuant to section 13 of article XII of the state 
constitution, such officers and employees as may be determined to be necessary, which officers 
and employees shall be part of the department of revenue. The state licensing authority shall, at 
its discretion, based upon workload, employ no more than one full-time equivalent employee for 
each ten medical marijuana centers licensed by or making application with the authority. No 
moneys shall be appropriated to the state licensing authority from the general fund for the 
operation of this article, nor shall the state licensing authority expend any general fund moneys 
for the operation of this article. 
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 (3) Repealed. 
 
 
12-43.3-202. Powers and duties of state licensing authority. 
 
 (1) The state licensing authority shall: 
 
 (a) Grant or refuse state licenses for the cultivation, manufacture, distribution, and sale of 
medical marijuana as provided by law; suspend, fine, restrict, or revoke such licenses upon a  
violation of this article, or a rule promulgated pursuant to this article; and impose any penalty 
authorized by this article or any rule promulgated pursuant to this article. The state licensing 
authority may take any action with respect to a registration pursuant to this article as it may with 
respect to a license pursuant to this article, in accordance with the procedures established 
pursuant to this article. 
 
 (b) (I) Promulgate such rules and such special rulings and findings as necessary for the proper 
regulation and control of the cultivation, manufacture, distribution, and sale of medical 
marijuana and for the enforcement of this article. A county, municipality, or city and county that 
has adopted a temporary moratorium regarding the subject matter of this article shall be 
specifically authorized to extend the moratorium until June 30, 2012. 
 
 (II) Repealed. 
 
 (c) Hear and determine at a public hearing any contested state license denial and any 
complaints against a licensee and administer oaths and issue subpoenas to require the presence of 
persons and the production of papers, books, and records necessary to the determination of any 
hearing so held, all in accordance with article 4 of title 24, C.R.S. The state licensing authority 
may, at its discretion, delegate to the department of revenue hearing officers the authority to 
conduct licensing, disciplinary, and rule-making hearings under section 24-4-105, C.R.S. When 
conducting such hearings, the hearing officers shall be employees of the state licensing authority 
under the direction and supervision of the executive director and the state licensing authority. 
 
 (d) Maintain the confidentiality of reports or other information obtained from a licensee 
showing the sales volume or quantity of medical marijuana sold, or revealing any patient 
information, or any other records that are exempt from public inspection pursuant to state law. 
Such reports or other information may be used only for a purpose authorized by this article or for 
any other state or local law enforcement purpose. Any information released related to patients 
may be used only for a purpose authorized by this article or to verify that a person who presented 
a registry identification card to a state or local law enforcement official is lawfully in possession 
of such card. 
 
 (e) Develop such forms, licenses, identification cards, and applications as are necessary or 
convenient in the discretion of the state licensing authority for the administration of this article or 
any of the rules promulgated under this article; 
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 (f) Prepare and transmit annually, in the form and manner prescribed by the heads of the 
principal departments pursuant to section 24-1-136, C.R.S., a report accounting to the governor 
for the efficient discharge of all responsibilities assigned by law or directive to the state licensing 
authority; and 
 
 (g) In recognition of the potential medicinal value of medical marijuana, make a request by 
January 1, 2012, to the federal drug enforcement administration to consider rescheduling, for 
pharmaceutical purposes, medical marijuana from a schedule I controlled substance to a schedule 
II controlled substance. 
 
 (2) (a) Rules promulgated pursuant to paragraph (b) of subsection (1) of this section may 
include, but need not be limited to, the following subjects: 
 
 (I) Compliance with, enforcement of, or violation of any provision of this article, section 18-
18-406.3 (7), C.R.S., or any rule issued pursuant to this article, including procedures and grounds 
for denying, suspending, fining, restricting, or revoking a state license issued pursuant to this 
article; 
 
 (II) Specifications of duties of officers and employees of the state licensing authority; 
 
 (III) Instructions for local licensing authorities and law enforcement officers; 
 
 (IV) Requirements for inspections, investigations, searches, seizures, forfeitures, and such 
additional activities as may become necessary from time to time; 
 
 (V) Creation of a range of penalties for use by the state licensing authority; 
 
 (VI) Prohibition of misrepresentation and unfair practices; 
 
 (VII) Control of informational and product displays on licensed premises; 
 
 (VIII) Development of individual identification cards for owners, officers, managers, 
contractors, employees, and other support staff of entities licensed pursuant to this article, 
including a fingerprint-based criminal history record check as may be required by the state 
licensing authority prior to issuing a card; 
 
 (IX) Identification of state licensees and their owners, officers, managers, and employees; 
 
 (X) Security requirements for any premises licensed pursuant to this article, including, at a 
minimum, lighting, physical security, video, alarm requirements, and other minimum procedures 
for internal control as deemed necessary by the state licensing authority to properly administer 
and enforce the provisions of this article, including reporting requirements for changes, 
alterations, or modifications to the premises; 
 
 (XI) Regulation of the storage of, warehouses for, and transportation of medical marijuana; 
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 (XII) Sanitary requirements for medical marijuana centers, including but not limited to sanitary 
requirements for the preparation of medical marijuana-infused products; 
 
 (XIII) The specification of acceptable forms of picture identification that a medical marijuana 
center may accept when verifying a sale; 
 
 (XIV) Labeling standards; 
 
 (XIV.5) Prohibiting the sale of medical marijuana-infused products unless the product is 
packaged: 
 
 (A) In special packaging that is designed or constructed to be significantly difficult for children 
under five years of age to open and not difficult for normal adults to use properly and that does 
not allow the product to be seen without opening the packaging material; or 
 
 (B) In packaging that is labeled “Medicinal product — keep out of reach of children”; 
 
 (XV) Records to be kept by licensees and the required availability of the records; 
 
 (XVI) State licensing procedures, including procedures for renewals, reinstatements, initial 
licenses, and the payment of licensing fees; 
 
 (XVII) The reporting and transmittal of monthly sales tax payments by medical marijuana 
centers; 
 
 (XVIII) Authorization for the department of revenue to have access to licensing information to 
ensure sales and income tax payment and the effective administration of this article; 
 
 (XIX) Authorization for the department of revenue to issue administrative citations and 
procedures for issuing, appealing, and creating a citation violation list and schedule of penalties; 
and 
 
 (XX) Such other matters as are necessary for the fair, impartial, stringent, and comprehensive 
administration of this article. 
 
 (b) Nothing in this article shall be construed as delegating to the state licensing authority the 
power to fix prices for medical marijuana. 
 
 (c) Nothing in this article shall be construed to limit a law enforcement agency’s ability to 
investigate unlawful activity in relation to a medical marijuana center, optional premises 
cultivation operation, or medical marijuana-infused products manufacturer. A law enforcement 
agency shall have the authority to run a Colorado crime information center criminal history 
record check of a primary caregiver, licensee, or employee of a licensee during an investigation 
of unlawful activity related to medical marijuana. 
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PART 3 
STATE AND LOCAL LICENSING 


 
 
12-43.3-301. Local licensing authority — applications — licenses. 
 
 (1) A local licensing authority may issue only the following medical marijuana licenses upon 
payment of the fee and compliance with all local licensing requirements to be determined by the 
local licensing authority: 
 
 (a) A medical marijuana center license; 
 
 (b) An optional premises cultivation license; 
 
 (c) A medical marijuana-infused products manufacturing license. 
 
 (2) (a) A local licensing authority shall not issue a local license within a municipality, city and 
county, or the unincorporated portion of a county unless the governing body of the municipality 
or city and county has adopted an ordinance, or the governing body of the county has adopted a 
resolution, containing specific standards for license issuance, or if no such ordinance or 
resolution is adopted prior to July 1, 2012, then a local licensing authority shall consider the 
minimum licensing requirements of this part 3 when issuing a license. 
 
 (b) In addition to all other standards applicable to the issuance of licenses under this article, the 
local governing body may adopt additional standards for the issuance of medical marijuana 
center, optional premises cultivation, or medical marijuana-infused products manufacturer 
licenses consistent with the intent of this article that may include, but need not be limited to: 
 
 (I) Distance restrictions between premises for which local licenses are issued; 
 
 (II) Reasonable restrictions on the size of an applicant’s licensed premises; 
and 
 
 (III) Any other requirements necessary to ensure the control of the premises and the ease of 
enforcement of the terms and conditions of the license. 
 
 (3) An application for a license specified in subsection (1) of this section shall be filed with the 
appropriate local licensing authority on forms provided by the state licensing authority and shall 
contain such information as the state licensing authority may require and any forms as the local 
licensing authority may require. Each application shall be verified by the oath or affirmation of 
the persons prescribed by the state licensing authority. 
 
 (4) An applicant shall file, at the time of application for a local license, plans and specifications 
for the interior of the building if the building to be occupied is in existence at the time. If the 
building is not in existence, the applicant shall file a plot plan and a detailed sketch for the 
interior and submit an architect’s drawing of the building to be constructed. In its discretion, the 
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local or state licensing authority may impose additional requirements necessary for the approval 
of the application. 
 
 
12-43.3-302. Public hearing notice — posting and publication. 
 
 (1) Upon receipt of an application for a local license, except an application for renewal or for 
transfer of ownership, a local licensing authority may schedule a public hearing upon the 
application to be held not less than thirty days after the date of the application. If the local 
licensing authority schedules a hearing for a license application, it shall post and publish public 
notice thereof not less than ten days prior to the hearing. The local licensing authority shall give 
public notice by posting a sign in a conspicuous place on the license applicant’s premises for 
which license application has been made and by publication in a newspaper of general 
circulation in the county in which the applicant’s premises are located. 
 
 (2) Public notice given by posting shall include a sign of suitable material, not less than 
twenty-two inches wide and twenty-six inches high, composed of letters not less than one inch in 
height and stating the type of license applied for, the date of the application, the date of the 
hearing, the name and address of the applicant, and such other information as may be required to 
fully apprise the public of the nature of the application. The sign shall contain the names and 
addresses of the officers, directors, or manager of the facility to be licensed. 
 
 (3) Public notice given by publication shall contain the same information as that required for 
signs. 
 
 (4) If the building in which medical marijuana is to be cultivated, manufactured, or distributed 
is in existence at the time of the application, a sign posted as required in subsections (1) and (2) 
of this section shall be placed so as to be conspicuous and plainly visible to the general public. If 
the building is not constructed at the time of the application, the applicant shall post a sign at the 
premises upon which the building is to be constructed in such a manner that the notice shall be 
conspicuous and plainly visible to the general public. 
 
 (5) (a) A local licensing authority, or a license applicant with local licensing authority 
approval, may request that the state licensing authority conduct a concurrent review of a new 
license application prior to the local licensing authority’s final approval of the license 
application. Local licensing authorities who permit a concurrent review will continue to 
independently review the applicant’s license application. 
 
 (b) When conducting a concurrent application review, the state licensing authority may advise 
the local licensing authority of any items that it finds that could result in the denial of the license 
application. Upon correction of the noted discrepancies, if the correction is permitted by the state 
licensing authority, the state licensing authority shall notify the local licensing authority of its 
conditional approval of the license application subject to the final approval by the local licensing 
authority. The state licensing authority shall then issue the applicant’s state license upon 
receiving evidence of final approval by the local licensing authority. 
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 (c) All applications submitted for concurrent review shall be accompanied by all applicable 
state license and application fees. Any applications that are later denied or withdrawn may allow 
for a refund of license fees only. All application fees provided by an applicant shall be retained 
by the respective licensing authority. 
 
 
12-43.3-303. Results of investigation — decision of authorities. 
 
 (1) Not less than five days prior to the date of the public hearing authorized in section 12-43.3-
302, the local licensing authority shall make known its findings, based on its investigation, in 
writing to the applicant and other parties of interest. The local licensing authority has authority to 
refuse to issue a license provided for in this section for good cause, subject to judicial review. 
 
 (2) Before entering a decision approving or denying the application for a local license, the local 
licensing authority may consider, except where this article specifically provides otherwise, the 
facts and evidence adduced as a result of its investigation, as well as any other facts pertinent to 
the type of license for which application has been made, including the number, type, and 
availability of medical marijuana centers, optional premises cultivation operations, or medical 
marijuana-infused products manufacturers located in or near the premises under consideration, 
and any other pertinent matters affecting the qualifications of the applicant for the conduct of the 
type of business proposed. 
 
 (3) Within thirty days after the public hearing or completion of the application investigation, a 
local licensing authority shall issue its decision approving or denying an application for local 
licensure. The decision shall be in writing and shall state the reasons for the decision. The local 
licensing authority shall send a copy of the decision by certified mail to the applicant at the 
address shown in the application. 
 (4) After approval of an application, a local licensing authority shall not issue a local license 
until the building in which the business to be conducted is ready for occupancy with such 
furniture, fixtures, and equipment in place as are necessary to comply with the applicable 
provisions of this article, and then only after the local licensing authority has inspected the 
premises to determine that the applicant has complied with the architect’s drawing and the plot 
plan and detailed sketch for the interior of the building submitted with the application. 
 
 (5) After approval of an application for local licensure, the local licensing authority shall notify 
the state licensing authority of such approval, who shall investigate and either approve or 
disapprove the application for state licensure. 
 
 
12-43.3-304. Medical marijuana license bond. 
 
 (1) Before the state licensing authority issues a state license to an applicant, the applicant shall 
procure and file with the state licensing authority evidence of a good and sufficient bond in the 
amount of five thousand dollars with corporate surety thereon duly licensed to do business with 
the state, approved as to form by the attorney general of the state, and conditioned that the 
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applicant shall report and pay all sales and use taxes due to the state, or for which the state is the 
collector or collecting agent, in a timely manner, as provided in law. 
 
 (2) A corporate surety shall not be required to make payments to the state claiming under such 
bond until a final determination of failure to pay taxes due to the state has been made by the state 
licensing authority or a court of competent jurisdiction. 
 
 (3) All bonds required pursuant to this section shall be renewed at such time as the 
bondholder’s license is renewed. The renewal may be accomplished through a continuation 
certificate issued by the surety. 
 
 
12-43.3-305. State licensing authority — application and issuance procedures. 
 
 (1) Applications for a state license under the provisions of this article shall be made to the state 
licensing authority on forms prepared and furnished by the state licensing authority and shall set 
forth such information as the state licensing authority may require to enable the state licensing 
authority to determine whether a state license should be granted. The information shall include 
the name and address of the applicant, the names and addresses of the officers, directors, or 
managers, and all other information deemed necessary by the state licensing authority. Each 
application shall be verified by the oath or affirmation of such person or persons as the state 
licensing authority may prescribe. 
 
 (2) The state licensing authority shall not issue a state license pursuant to this section until the 
local licensing authority has approved the application for a local license and issued a local 
license as provided for in sections 12-43.3-301 to 12-43.3-303. 
 
 (3) Nothing in this article shall preempt or otherwise impair the power of a local government to 
enact ordinances or resolutions concerning matters authorized to local governments. 
 
 
12-43.3-306. Denial of application. 
 
 (1) The state licensing authority shall deny a state license if the premises on which the 
applicant proposes to conduct its business do not meet the requirements of this article or for 
reasons set forth in section 12-43.3-104 (1) (c) or 12-43.3-305, and the state licensing authority 
may deny a license for good cause as defined by section 12-43.3-104 (1) (a) or (1) (b). 
 
 (2) If the state licensing authority denies a state license pursuant to subsection (1) of this 
section, the applicant shall be entitled to a hearing pursuant to section 24-4-104 (9), C.R.S., and 
judicial review pursuant to section 24-4-106, C.R.S. The state licensing authority shall provide 
written notice of the grounds for denial of the state license to the applicant and to the local 
licensing authority at least fifteen days prior to the hearing. 
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12-43.3-307. Persons prohibited as licensees — repeal. 
 
 (1) A license provided by this article shall not be issued to or held by: 
 
 (a) A person until the annual fee therefore has been paid; 
 
 (b) A person whose criminal history indicates that he or she is not of good moral character; 
 
 (c) A corporation, if the criminal history of any of its officers, directors, or stockholders 
indicates that the officer, director, or stockholder is not of good moral character; 
 
 (d) A licensed physician making patient recommendations; 
 
 (e) A person employing, assisted by, or financed in whole or in part by any other person whose 
criminal history indicates he or she is not of good character and reputation satisfactory to the 
respective licensing authority; 
 
 (f) A person under twenty-one years of age; 
 
 (g) A person licensed pursuant to this article who, during a period of licensure, or who, at the 
time of application, has failed to: 
 
 (I) Provide a surety bond or file any tax return with a taxing agency; 
 
 (II) Pay any taxes, interest, or penalties due; 
 
 (III) Pay any judgments due to a government agency; 
 
 (IV) Stay out of default on a government-issued student loan; 
 
 (V) Pay child support; or 
 
 (VI) Remedy an outstanding delinquency for taxes owed, an outstanding delinquency for 
judgments owed to a government agency, or an outstanding delinquency for child support; 
 
 (h) A person who has discharged a sentence in the five years immediately preceding the 
application date for a conviction of a felony or a person who at any time has been convicted of a 
felony pursuant to any state or federal law regarding the possession, distribution, manufacturing, 
cultivation, or use of a controlled substance; except that the licensing authority may grant a 
license to an employee if the employee has a state felony conviction based on possession or use 
of a controlled substance that would not be a felony if the person were convicted of the offense 
on the date he or she applied for licensure; 
 
 (i) A person who employs another person at a medical marijuana facility who has not passed a 
criminal history record check; 
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 (j) A sheriff, deputy sheriff, police officer, or prosecuting officer, or an officer or employee of 
the state licensing authority or a local licensing authority; 
 
 (k) A person whose authority to be a primary caregiver as defined in section 25-1.5-106 (2), 
C.R.S., has been revoked by the state health agency; 
 
 (l) A person for a license for a location that is currently licensed as a retail food establishment 
or wholesale food registrant; or 
 
 (m) An owner, as defined by rule of the state licensing authority, who has not been a resident 
of Colorado for at least two years prior to the date of the owner’s application; except that: 
 
 (I) (A) For an owner who submits an application for licensure pursuant to this article by 
December 15, 2010, this requirement shall not apply to that owner if he or she was a resident of 
the state of Colorado on December 15, 2009. 
 
 (B) This subparagraph (I) is repealed, effective July 1, 2012. 
 
 (2) (a) In investigating the qualifications of an applicant or a licensee, the state and local 
licensing authorities may have access to criminal history record information furnished by a 
criminal justice agency subject to any restrictions imposed by such agency. In the event the state 
or local licensing authority considers the applicant’s criminal history record, the state or local 
licensing authority shall also consider any information provided by the applicant regarding such 
criminal history record, including but not limited to evidence of rehabilitation, character 
references, and educational achievements, especially those items pertaining to the period of time 
between the applicant’s last criminal conviction and the consideration of the application for a 
state license. 
 
 (b) As used in paragraph (a) of this subsection (2), “criminal justice agency” means any 
federal, state, or municipal court or any governmental agency or subunit of such agency that 
administers criminal justice pursuant to a statute or executive order and that allocates a 
substantial part of its annual budget to the administration of criminal justice. 
 
 (c) At the time of filing an application for issuance or renewal of a state medical marijuana 
center license, medical marijuana-infused product manufacturer license, or optional premises 
cultivation license, an applicant shall submit a set of his or her fingerprints and file personal 
history information concerning the applicant’s qualifications for a state license on forms 
prepared by the state licensing authority. The state or local licensing authority shall submit the 
fingerprints to the Colorado bureau of investigation for the purpose of conducting fingerprint-
based criminal history record checks. The Colorado bureau of investigation shall forward the 
fingerprints to the federal bureau of investigation for the purpose of conducting fingerprint-based 
criminal history record checks. The state or local licensing authority may acquire a name-based 
criminal history record check for an applicant or a license holder who has twice submitted to a 
fingerprint-based criminal history record check and whose fingerprints are unclassifiable. An 
applicant who has previously submitted fingerprints for state licensing purposes may request that 
the fingerprints on file be used. The state or local licensing authority shall use the information 
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resulting from the fingerprint-based criminal history record check to investigate and determine 
whether an applicant is qualified to hold a state license pursuant to this article. The state or local 
licensing authority may verify any of the information an applicant is required to submit. 
 
 
12-43.3-308. Restrictions for applications for new licenses. 
 
 (1) The state or a local licensing authority shall not receive or act upon an application for the 
issuance of a state or local license pursuant to this article: 
 
 (a) If the application for a state or local license concerns a particular location that is the same 
as or within one thousand feet of a location for which, within the two years immediately 
preceding the date of the application, the state or a local licensing authority denied an application 
for the same class of license due to the nature of the use or other concern related to the location; 
 
 (b) Until it is established that the applicant is, or will be, entitled to possession of the premises 
for which application is made under a lease, rental agreement, or other arrangement for 
possession of the premises or by virtue of ownership of the premises; 
 
 (c) For a location in an area where the cultivation, manufacture, and sale of medical marijuana 
as contemplated is not permitted under the applicable zoning laws of the municipality, city and 
county, or county; 
 
 (d) (I) If the building in which medical marijuana is to be sold is located within one thousand 
feet of a school, an alcohol or drug treatment facility, the principal campus of a college, 
university, or seminary, or a residential child care facility. The provisions of this section shall not 
affect the renewal or reissuance of a license once granted or apply to licensed premises located or 
to be located on land owned by a municipality, nor shall the provisions of this section apply to an 
existing licensed premises on land owned by the state, or apply to a license in effect and actively 
doing business before said principal campus was constructed. The local licensing authority of a 
city and county, by rule or regulation, the governing body of a municipality, by ordinance, and 
the governing body of a county, by resolution, may vary the distance restrictions imposed by this 
subparagraph (I) for a license or may eliminate one or more types of schools, campuses, or 
facilities from the application of a distance restriction established by or pursuant to this 
subparagraph (I). 
 
 (II) The distances referred to in this paragraph (d) are to be computed by direct measurement 
from the nearest property line of the land used for a school or campus to the nearest portion of 
the building in which medical marijuana is to be sold, using a route of direct pedestrian access. 
 
 (III) In addition to the requirements of section 12-43.3-303 (2), the local licensing authority 
shall consider the evidence and make a specific finding of fact as to whether the building in 
which the medical marijuana is to be sold is located within any distance restrictions established 
by or pursuant to this paragraph (d). 
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12-43.3-309. Transfer of ownership. 
 
 (1) A state or local license granted under the provisions of this article shall not be transferable 
except as provided in this section, but this section shall not prevent a change of location as 
provided in section 12-43.3-310 (13). 
 
 (2) For a transfer of ownership, a license holder shall apply to the state and local licensing 
authorities on forms prepared and furnished by the state licensing authority. In determining 
whether to permit a transfer of ownership, the state and local licensing authorities shall consider 
only the requirements of this article, any rules promulgated by the state licensing authority, and 
any other local restrictions. The local licensing authority may hold a hearing on the application 
for transfer of ownership. The local licensing authority shall not hold a hearing pursuant to this 
subsection (2) until the local licensing authority has posted a notice of hearing in the manner 
described in section 12-43.3-302 (2) on the licensed medical marijuana center premises for a 
period of ten days and has provided notice of the hearing to the applicant at least ten days prior 
to the hearing. Any transfer of ownership hearing by the state licensing authority shall be held in 
compliance with the requirements specified in section 12-43.3-302. 
 
 
12-43.3-310. Licensing in general. 
 
 (1) This article authorizes a county, municipality, or city and county to prohibit the operation 
of medical marijuana centers, optional premises cultivation operations, and medical marijuana-
infused products manufacturers’ licenses and to enact reasonable regulations or other restrictions 
applicable to medical marijuana centers, optional premises cultivation licenses, and medical 
marijuana-infused products manufacturers’ licenses based on local government zoning, health, 
safety, and public welfare laws for the distribution of medical marijuana that are more restrictive 
than this article. 
  
 (2) A medical marijuana center, optional premises cultivation operation, or medical marijuana-
infused products manufacturer may not operate until it has been licensed by the local licensing 
authority and the state licensing authority pursuant to this article. In connection with a license, 
the applicant shall provide a complete and accurate list of all owners, officers, and employees 
who work at, manage, own, or are otherwise associated with the operation and shall provide a 
complete and accurate application as required by the state licensing authority. 
 
 (3) A medical marijuana center, optional premises cultivation operation, or medical marijuana-
infused products manufacturer shall notify the state licensing authority in writing within ten days 
after an owner, officer, or employee ceases to work at, manage, own, or otherwise be associated 
with the operation. The owner, officer, or employee shall surrender his or her identification card 
to the state licensing authority on or before the date of the notification. 
 
 (4) A medical marijuana center, optional premises cultivation operation, or medical marijuana-
infused products manufacturer shall notify the state licensing authority in writing of the name, 
address, and date of birth of an owner, officer, manager, or employee before the new owner, 
officer, or employee begins working at, managing, owning, or being associated with the 
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operation. The owner, officer, manager, or employee shall pass a fingerprint-based criminal 
history record check as required by the state licensing authority and obtain the required 
identification prior to being associated with, managing, owning, or working at the operation. 
 
 (5) A medical marijuana center, optional premises cultivation operation, or medical marijuana-
infused products manufacturer shall not acquire, possess, cultivate, deliver, transfer, transport, 
supply, or dispense marijuana for any purpose except to assist patients, as defined by section 14 
(1) of article XVIII of the state constitution. 
 
 (6) All officers, managers, and employees of a medical marijuana center, optional premises 
cultivation operation, or medical marijuana-infused products manufacturer shall be residents of 
Colorado upon the date of their license application. An owner shall meet the residency 
requirements in section 12-43.3-307 (1) (m). A local licensing authority shall not issue a license 
provided for in this article until that share of the license application fee due to the state has been 
received by the department of revenue. All licenses granted pursuant to this article shall be valid 
for a period not to exceed two years after the date of issuance unless revoked or suspended 
pursuant to this article or the rules promulgated pursuant to this article. 
 
 (7) Before granting a local or state license, the respective licensing authority may consider, 
except where this article specifically provides otherwise, the requirements of this article and any 
rules promulgated pursuant to this article, and all other reasonable restrictions that are or may be 
placed upon the licensee by the licensing authority. With respect to a second or additional license 
for the same licensee or the same owner of another licensed business pursuant to this article, 
each licensing authority shall consider the effect on competition of granting or denying the 
additional licenses to such licensee and shall not approve an application for a second or 
additional license that would have the effect of restraining competition. 
 
 (8) (a) Each license issued under this article is separate and distinct. It is unlawful for a person 
to exercise any of the privileges granted under a license other than the license that the person 
holds or for a licensee to allow any other person to exercise the privileges granted under the 
licensee’s license. A separate license shall be required for each specific business or business 
entity and each geographical location. 
 
 (b) At all times, a licensee shall possess and maintain possession of the premises or optional 
premises for which the license is issued by ownership, lease, rental, or other arrangement for 
possession of the premises. 
 
 (9) (a) The licenses provided pursuant to this article shall specify the date of issuance, the 
period of licensure, the name of the licensee, and the premises or optional premises licensed. The 
licensee shall conspicuously place the license at all times on the licensed premises or optional 
premises. 
 
 (b) A local licensing authority shall not transfer location of or renew a license to sell medical 
marijuana until the applicant for the license produces a license issued and granted by the state 
licensing authority covering the whole period for which a license or license renewal is sought. 
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 (10) In computing any period of time prescribed by this article, the day of the act, event, or 
default from which the designated period of time begins to run shall not be included. Saturdays, 
Sundays, and legal holidays shall be counted as any other day. 
 
 (11) A licensee shall report each transfer or change of financial interest in the license to the 
state and local licensing authorities thirty days prior to any transfer or change pursuant to section 
12-43.3-309. A report shall be required for transfers of capital stock of any corporation 
regardless of size. 
 
 (12) Each licensee shall manage the licensed premises himself or herself or employ a separate 
and distinct manager on the premises and shall report the name of the manager to the state and 
local licensing authorities. The licensee shall report any change in manager to the state and local 
licensing authorities thirty days prior to the change pursuant to section 12-43.3-309. 
 
 (13) (a) A licensee may move his or her permanent location to any other place in the same 
municipality or city and county for which the license was originally granted, or in the same 
county if the license was granted for a place outside the corporate limits of a municipality or city 
and county, but it shall be unlawful to cultivate, manufacture, distribute, or sell medical 
marijuana at any such place until permission to do so is granted by the state and local licensing 
authorities provided for in this article. 
 
 (b) In permitting a change of location, the state and local licensing authorities shall consider all 
reasonable restrictions that are or may be placed upon the new location by the governing board 
or local licensing authority of the municipality, city and county, or county and any such change 
in location shall be in accordance with all requirements of this article and rules promulgated 
pursuant to this article. 
 
(14) Repealed. 
 
 
12-43.3-311. License renewal. 
 
 (1) Ninety days prior to the expiration date of an existing license, the state licensing authority 
shall notify the licensee of the expiration date by first class mail at the licensee’s address of 
record with the state licensing authority. A licensee shall apply for the renewal of an existing 
license to the local licensing authority not less than forty-five days and to the state licensing 
authority not less than thirty days prior to the date of expiration. A local licensing authority shall 
not accept an application for renewal of a license after the date of expiration, except as provided 
in subsection (2) of this section. The state licensing authority may extend the expiration date of 
the license and accept a late application for renewal of a license provided that the applicant has 
filed a timely renewal application with the local licensing authority. All renewals filed with the 
local licensing authority and subsequently approved by the local licensing authority shall next be 
processed by the state licensing authority. The state or the local licensing authority, in its 
discretion, subject to the requirements of this subsection (1) and subsection (2) of this section 
and based upon reasonable grounds, may waive the forty-five-day or thirty-day time 
requirements set forth in this subsection (1). The local licensing authority may hold a hearing on 
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the application for renewal only if the licensee has had complaints filed against it, has a history 
of violations, or there are allegations against the licensee that would constitute good cause. The 
local licensing authority shall not hold a renewal hearing provided for by this subsection (1) for a 
medical marijuana center until it has posted a notice of hearing on the licensed medical 
marijuana center premises in the manner described in section 12-43.3-302 (2) for a period of ten 
days and provided notice to the applicant at least ten days prior to the hearing. The local 
licensing authority may refuse to renew any license for good cause, subject to judicial review. 
 
 (2) (a) Notwithstanding the provisions of subsection (1) of this section, a licensee whose 
license has been expired for not more than ninety days may file a late renewal application upon 
the payment of a nonrefundable late application fee of five hundred dollars to the local licensing 
authority. A licensee who files a late renewal application and pays the requisite fees may 
continue to operate until both the state and local licensing authorities have taken final action to 
approve or deny the licensee’s late renewal application unless the state or local licensing 
authority summarily suspends the license pursuant to article 4 of title 24, C.R.S., this article, and 
rules promulgated pursuant to this article. 
 
 (b) The state and local licensing authorities may not accept a late renewal application more 
than ninety days after the expiration of a licensee’s permanent annual license. A licensee whose 
permanent annual license has been expired for more than ninety days shall not cultivate, 
manufacture, distribute, or sell any medical marijuana until all required licenses have been 
obtained. 
 
 (c) Notwithstanding the amount specified for the late application fee in paragraph (a) of this 
subsection (2), the state licensing authority by rule or as otherwise provided by law may reduce 
the amount of the fee if necessary pursuant to section 24-75-402 (3), C.R.S., by reducing the 
uncommitted reserves of the fund to which all or any portion of the fee is credited. After the 
uncommitted reserves of the fund are sufficiently reduced, the state licensing authority by rule or 
as otherwise provided by law may increase the amount of the fee as provided in section 24-75-
402 (4), C.R.S. 
 
 
12-43.3-312. Inactive licenses. 
 
 The state or local licensing authority, in its discretion, may revoke or elect not to renew any 
license if it determines that the licensed premises have been inactive, without good cause, for at 
least one year. 
 
 
12-43.3-313. Unlawful financial assistance. 
 
 (1) The state licensing authority, by rule and regulation, shall require a complete disclosure of 
all persons having a direct or indirect financial interest, and the extent of such interest, in each 
license issued under this article. 
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 (2) A person shall not have an unreported financial interest in a license pursuant to this article 
unless that person has undergone a fingerprint-based criminal history record check as provided 
for by the state licensing authority in its rules; except that this subsection (2) shall not apply to 
banks, savings and loan associations, or industrial banks supervised and regulated by an agency 
of the state or federal government, or to FHA-approved mortgagees, or to stockholders, directors, 
or officers thereof. 
 
 (3) This section is intended to prohibit and prevent the control of the outlets for the sale of 
medical marijuana by a person or party other than the persons licensed pursuant to the provisions 
of this article. 
 
 


PART 4 
LICENSE TYPES 


 
 
12-43.3-401. Classes of licenses. 
 
 (1) For the purpose of regulating the cultivation, manufacture, distribution, and sale of medical 
marijuana, the state licensing authority in its discretion, upon application in the prescribed form 
made to it, may issue and grant to the applicant a license from any of the following classes, 
subject to the provisions and restrictions provided by this article: 
 
 (a) Medical marijuana center license; 
 
 (b) Optional premises cultivation license; 
 
 (c) Medical marijuana-infused products manufacturing license; and 
 
 (d) Occupational licenses and registrations for owners, managers, operators, employees, 
contractors, and other support staff employed by, working in, or having access to restricted areas 
of the licensed premises, as determined by the state licensing authority. The state licensing 
authority may take any action with respect to a registration pursuant to this article as it may with 
respect to a license pursuant to this article, in accordance with the procedures established 
pursuant to this article. 
 
 (2) All persons licensed pursuant to this article shall collect sales tax on all sales made pursuant 
to the licensing activities. 
 
 (3) A state chartered bank or a credit union may loan money to any person licensed pursuant to 
this article for the operation of a licensed business. 
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12-43.3-402. Medical marijuana center license. 
 
 (1) A medical marijuana center license shall be issued only to a person selling medical 
marijuana pursuant to the terms and conditions of this article. 
 
 (2) (a) Notwithstanding the provisions of this section, a medical marijuana center licensee may 
also sell medical marijuana-infused products that are prepackaged and labeled so as to clearly 
indicate all of the following: 
 
 (I) That the product contains medical marijuana; 
 
 (II) That the product is manufactured without any regulatory oversight for health, safety, or 
efficacy; and 
 
 (III) That there may be health risks associated with the consumption or use of the product. 
 
 (b) A medical marijuana licensee may contract with a medical marijuana-infused products 
manufacturing licensee for the manufacture of medical marijuana-infused products upon a 
medical marijuana-infused products manufacturing licensee’s licensed premises. 
 
 (3) Every person selling medical marijuana as provided for in this article shall sell only 
medical marijuana grown in its medical marijuana optional premises licensed pursuant to this 
article. In addition to medical marijuana, a medical marijuana center may sell no more than six 
immature plants to a patient; except that a medical marijuana center may sell more than six 
immature plants, but may not exceed half the recommended plant count, to a patient who has 
been recommended an expanded plant count by his or her recommending physician. A medical 
marijuana center may sell immature plants to a primary caregiver, another medical marijuana 
center, or a medical marijuana-infused product manufacturer pursuant to rules promulgated by 
the state licensing authority. The provisions of this subsection (3) shall not apply to medical 
marijuana-infused products. 
 
 (4) Notwithstanding the requirements of subsection (3) of this section to the contrary, a 
medical marijuana licensee may purchase not more than thirty percent of its total on-hand 
inventory of medical marijuana from another licensed medical marijuana center in Colorado. A 
medical marijuana center may sell no more than thirty percent of its total on-hand inventory to 
another Colorado licensed medical marijuana licensee; except that the director of the division 
that regulates medical marijuana may grant a temporary waiver: 
 
 (a) To a medical marijuana center or applicant if the medical marijuana center or applicant 
suffers a catastrophic event related to its inventory; or 
 
 (b) To a new medical marijuana center licensee for a period not to exceed ninety days so the 
new licensee can cultivate the necessary medical marijuana to comply with this subsection (4). 
 
 (5) Prior to initiating a sale, the employee of the medical marijuana center making the sale shall 
verify that the purchaser has a valid registration card issued pursuant to section 25-1.5-106, 
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C.R.S., or a copy of a current and complete new application for the medical marijuana registry 
administered by the department of public health and environment that is documented by a 
certified mail return receipt as having been submitted to the department of public health and 
environment within the preceding thirty-five days, and a valid picture identification card that 
matches the name on the registration card. A purchaser may not provide a copy of a renewal 
application in order to make a purchase at a medical marijuana center. A purchaser may only 
make a purchase using a copy of his or her application from 8 a.m. to 5 p.m., Monday through 
Friday. If the purchaser presents a copy of his or her application at the time of purchase, the 
employee must contact the department of public health and environment to determine whether 
the purchaser’s application has been denied. The employee shall not complete the transaction if 
the purchaser’s application has been denied. If the purchaser’s application has been denied, the 
employee shall be authorized to confiscate the purchaser’s copy of the application and the 
documentation of the certified mail return receipt, if possible, and shall, within seventy-two 
hours after the confiscation, turn it over to the department of public health and environment or 
local law enforcement agency. The failure to confiscate the copy of the application and 
document of the certified mail return receipt or to turn it over to the state health department or a 
state or local law enforcement agency within seventy-two hours after the confiscation shall not 
constitute a criminal offense. 
 
 (5.5) Transactions for the sale of medical marijuana or a medical marijuana-infused product at 
a medical marijuana center may be completed by using an automated machine that is in a 
restricted access area of the center if the machine complies with the rules promulgated by the 
state licensing authority regarding the transaction of sale of product at a medical marijuana 
center and the transaction complies with subsection (5) of this section. 
 
 (6) A medical marijuana center may provide a sample of its products to a laboratory that has an 
occupational license from the state licensing authority for testing and research purposes. The 
laboratory may develop, test, and produce medical marijuana-based products. The laboratory 
may contract method or product development with a licensed medical marijuana center or 
licensed medical marijuana infused-product manufacturer. The state licensing authority shall 
promulgate rules pursuant to its authority in section 12-43.3-202 (1) (b), C.R.S., related to 
acceptable testing and research practices, including but not limited to testing, standards, quality 
control analysis, equipment certification and calibration, and chemical identification and other 
substances used in bona fide research methods. A laboratory that has an occupational license 
from the state licensing authority for testing purposes shall not have any interest in a licensed 
medical marijuana center or a licensed medical marijuana-infused products manufacturer. 
 
 (7) All medical marijuana sold at a licensed medical marijuana center shall be labeled with a 
list of all chemical additives, including but not limited to nonorganic pesticides, herbicides, and 
fertilizers, that were used in the cultivation and the production of the medical marijuana. 
 
 (8) A licensed medical marijuana center shall comply with all provisions of article 34 of title 
24, C.R.S., as the provisions relate to persons with disabilities. 
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 (9) Notwithstanding the provisions of section 12-43.3-901 (4) (m), a medical marijuana center 
may sell below cost or donate to a patient who has been designated indigent by the state health 
agency or who is in hospice care: 
 
 (a) Medical marijuana; or 
 
 (b) No more than six immature plants; except that a medical marijuana center may sell or 
donate more than six immature plants, but may not exceed half the recommended plant count, to 
a patient who has been recommended an expanded plant count by his or her recommending 
physician; or 
  
(c) Medical marijuana-infused products to patients. 
 
 
12-43.3-403. Optional premises cultivation license. 
 
 (1) An optional premises cultivation license may be issued only to a person licensed pursuant 
to section 12-43.3-402 (1) or 12-43.3-404 (1) who grows and cultivates medical marijuana at an 
additional Colorado licensed premises contiguous or not contiguous with the licensed premises 
of the person’s medical marijuana center license or the person’s medical marijuana-infused 
products manufacturing license. 
 
 (2) Optional premises cultivation licenses may be combined in a common area solely for the 
purposes of growing and cultivating medical marijuana and used to provide medical marijuana to 
more than one licensed medical marijuana center or licensed medical marijuana-infused product 
manufacturer so long as the holder of the optional premise cultivation license is also a common 
owner of each licensed medical marijuana center or licensed medical marijuana-infused product 
manufacturer to which medical marijuana is provided. In accordance with promulgated rules 
relating to plant and product tracking requirements, each optional premises cultivation licensee 
shall supply medical marijuana only to its associated licensed medical marijuana centers or 
licensed medical marijuana-infused product manufacturers. 
 
 
12-43.3-404. Medical marijuana-infused products manufacturing license. 
 
 (1) A medical marijuana-infused products manufacturing license may be issued to a person 
who manufactures medical marijuana-infused products, pursuant to the terms and conditions of 
this article.  
 
 (2) Medical marijuana-infused products shall be prepared on a licensed premises that is used 
exclusively for the manufacture and preparation of medical marijuana-infused products and 
using equipment that is used exclusively for the manufacture and preparation of medical 
marijuana-infused products. 
 
 (3) A medical marijuana-infused products licensee shall have a written agreement or contract 
with a medical marijuana center licensee, which contract shall at a minimum set forth the total 
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amount of medical marijuana obtained from a medical marijuana center licensee to be used in the 
manufacturing process, and the total amount of medical marijuana-infused products to be 
manufactured from the medical marijuana obtained from the medical marijuana center. A 
medical marijuana-infused products licensee shall not use medical marijuana from more than 
five different medical marijuana centers in the production of one medical marijuana-infused 
product. The medical marijuana-infused products manufacturing licensee may sell its products to 
any licensed medical marijuana center. 
 
 (4) All licensed premises on which medical marijuana-infused products are manufactured shall 
meet the sanitary standards for medical marijuana-infused product preparation promulgated 
pursuant to section 12-43.3-202 (2) (a) (XII). 
 
 (5) The medical marijuana-infused product shall be sealed and conspicuously labeled in 
compliance with this article and any rules promulgated pursuant to this article. The labeling of 
medical marijuana-infused products is a matter of statewide concern. 
 
 (6) Medical marijuana-infused products may not be consumed on a premises licensed pursuant 
to this article. 
 
 (7) Notwithstanding any other provision of state law, sales of medical marijuana-infused 
products shall not be exempt from state or local sales tax. 
 
 (8) A medical marijuana-infused products licensee that has an optional premises cultivation 
license shall not sell any of the medical marijuana that it cultivates except for the medical 
marijuana that is contained in medical marijuana-infused products. 
 
 (9) (a) A medical marijuana-infused products licensee may not have more than five hundred 
medical marijuana plants on its premises or at its optional premises cultivation operation; except 
that the director of the division that regulates medical marijuana may grant a waiver in excess of 
five hundred marijuana plants based on the consideration of the factors in paragraph (b) of this 
subsection (9). 
 
 (b) The director of the division that regulates medical marijuana shall consider the following 
factors in determining whether to grant the waiver described in paragraph (a) of this subsection 
(9): 
 
 (I) The nature of the products manufactured; 
 
 (II) The business need; 
 
 (III) Existing business contracts with licensed medical marijuana centers for the production of 
medical marijuana-infused products; and 
 
 (IV) The ability to contract with licensed medical marijuana centers for the production of 
medical marijuana-infused products. 
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 (10) A medical marijuana-infused products manufacturer may provide a sample of its products 
to a laboratory that has an occupational license from the state licensing authority for testing and 
research purposes. The state licensing authority shall promulgate rules pursuant to its authority in 
section 12-43.3-202 (1) (b), C.R.S., related to acceptable testing and research practices. A 
laboratory that has an occupational license from the state licensing authority for testing purposes 
shall not have any interest in a licensed medical marijuana center or a licensed medical 
marijuana-infused products manufacturer. 
 
 
 


PART 5 
FEES 


 
 
12-43.3-501. Medical marijuana license cash fund. 
 
 (1) All moneys collected by the state licensing authority pursuant to this article shall be 
transmitted to the state treasurer, who shall credit the same to the medical marijuana license cash 
fund, which fund is hereby created and referred to in this section as the “fund”. The moneys in 
the fund shall be subject to annual appropriation by the general assembly to the department of 
revenue for the direct and indirect costs associated with implementing this article. Any moneys 
in the fund not expended for the purpose of this article may be invested by the state treasurer as 
provided by law. All interest and income derived from the investment and deposit of moneys in 
the fund shall be credited to the fund.  Any unexpended and unencumbered moneys remaining in 
the fund at the end of a fiscal year shall remain in the fund and shall not be credited or 
transferred to the general fund or another fund. 
 
 (2) The executive director of the department of revenue by rule or as otherwise provided by 
law may reduce the amount of one or more of the fees if necessary pursuant to section 24-75-402 
(3), C.R.S., to reduce the uncommitted reserves of the fund to which all or any portion of one or 
more of the fees is credited. After the uncommitted reserves of the fund are sufficiently reduced, 
the executive director by rule or as otherwise provided by law may increase the amount of one or 
more of the fees as provided in section 24-75-402 (4), C.R.S. 
 
 (3) (a) The state licensing authority shall establish fees for processing the following types of 
applications, licenses, notices, or reports required to be submitted to the state licensing authority: 
 
 (I) Applications for licenses listed in section 12-43.3-401 and rules promulgated pursuant to 
that section; 
 
 (II) Applications to change location pursuant to section 12-43.3-310 and rules promulgated 
pursuant to that section; 
 







 


[28] 
 


  (III) Applications for transfer of ownership pursuant to section 12-43.3-310 and rules 
promulgated pursuant to that section; 
 
 (IV) License renewal and expired license renewal applications pursuant to section 12-43.3-311; 
and 
 
 (V) Licenses as listed in section 12-43.3-401. 
 
 (b) The amounts of such fees, when added to the other fees transferred to the fund pursuant to 
this section, shall reflect the actual direct and indirect costs of the state licensing authority in the 
administration and enforcement of this article so that the fees avoid exceeding the statutory limit 
on uncommitted reserves in administrative agency cash funds as set forth in section 24-75-402 
(3), C.R.S. 
 
 (c) The state licensing authority may charge applicants licensed under this article a fee for the 
cost of each fingerprint analysis and background investigation undertaken to qualify new 
officers, directors, managers, or employees. 
 
 (d) At least annually, the state licensing authority shall review the amounts of the fees and, if 
necessary, adjust the amounts to reflect the direct and indirect costs of the state licensing 
authority. 
 
 (4) Except as provided in subsection (5) of this section, the state licensing authority shall 
establish a basic fee that shall be paid at the time of service of any subpoena upon the state 
licensing authority, plus a fee for meals and a fee for mileage at the rate prescribed for state 
officers and employees in section 24-9-104, C.R.S., for each mile actually and necessarily 
traveled in going to and returning from the place named in the subpoena. If the person named in 
the subpoena is required to attend the place named in the subpoena for more than one day, there 
shall be paid, in advance, a sum to be established by the state licensing authority for each day of 
attendance to cover the expenses of the person named in the subpoena. 
 
 (5) The subpoena fee established pursuant to subsection (4) of this section shall not be 
applicable to any federal, state or local governmental agency. 
 
 
12-43.3-502. Fees — allocation. 
 
 (1) Except as otherwise provided, all fees and fines provided for by this article shall be paid to 
the department of revenue, which shall transmit the fees to the state treasurer. The state treasurer 
shall credit the fees to the medical marijuana license cash fund created in section 12-43.3-501. 
 
 (2) The expenditures of the state licensing authority shall be paid out of appropriations from 
the medical marijuana license cash fund created in section 12-43.3-501. 
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12-43.3-503. Local license fees. 
 
 (1) Each application for a local license provided for in this article filed with a local licensing 
authority shall be accompanied by an application fee in an amount determined by the local 
licensing authority. 
 
 (2) License fees as determined by the local licensing authority shall be paid to the treasurer of 
the municipality, city and county, or county where the licensed premises is located in advance of 
the approval, denial, or renewal of the license. 
 
 


PART 6 
DISCIPLINARY ACTIONS 


 
 
12-43.3-601. Suspension — revocation — fines. 
 
 (1) In addition to any other sanctions prescribed by this article or rules promulgated pursuant to 
this article, the state licensing authority or a local licensing authority has the power, on its own 
motion or on complaint, after investigation and opportunity for a public hearing at which the 
licensee shall be afforded an opportunity to be heard, to suspend or revoke a license issued by the 
respective authority for a violation by the licensee or by any of the agents or employees of the 
licensee of the provisions of this article, or any of the rules promulgated pursuant to this article, 
or of any of the terms, conditions, or provisions of the license issued by the state or local 
licensing authority. The state licensing authority or a local licensing authority has the power to 
administer oaths and issue subpoenas to require the presence of persons and the production of 
papers, books, and records necessary to the determination of a hearing that the state or local 
licensing authority is authorized to conduct. 
 
 (2) The state or local licensing authority shall provide notice of suspension, revocation, fine, or 
other sanction, as well as the required notice of the hearing pursuant to subsection (1) of this 
section, by mailing the same in writing to the licensee at the address contained in the license. 
Except in the case of a summary suspension, a suspension shall not be for a longer period than 
six months. If a license is suspended or revoked, a part of the fees paid therefore shall not be 
returned to the licensee. Any license or permit may be summarily suspended by the issuing 
licensing authority without notice pending any prosecution, investigation, or public hearing 
pursuant to the terms of section 24-4-104 (4), C.R.S. Nothing in this section shall prevent the 
summary suspension of a license pursuant to section 24-4-104 (4), C.R.S. Each patient registered 
with a medical marijuana center that has had its license summarily suspended may immediately 
transfer his or her primary center to another licensed medical marijuana center. 
 
 (3) (a) Whenever a decision of the state licensing authority or a local licensing authority 
suspending a license for fourteen days or less becomes final, the licensee may, before the 
operative date of the suspension, petition for permission to pay a fine in lieu of having the license 
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suspended for all or part of the suspension period. Upon the receipt of the petition, the state or 
local licensing authority may, in its sole discretion, stay the proposed suspension and cause any 
investigation to be made which it deems desirable and may, in its sole discretion, grant the 
petition if the state or local licensing authority is satisfied that: 
 
 (I) The public welfare and morals would not be impaired by permitting the licensee to operate 
during the period set for suspension and that the payment of the fine will achieve the desired 
disciplinary purposes;  
 
 (II) The books and records of the licensee are kept in such a manner that the loss of sales that 
the licensee would have suffered had the suspension gone into effect can be determined with 
reasonable accuracy; and 
 
 (III) The licensee has not had his or her license suspended or revoked, nor had any suspension 
stayed by payment of a fine, during the two years immediately preceding the date of the motion 
or complaint that resulted in a final decision to suspend the license or permit. 
 
 (b) The fine accepted shall be not less than five hundred dollars nor more than one hundred 
thousand dollars. 
 
 (c) Payment of a fine pursuant to the provisions of this subsection (3) shall be in the form of 
cash or in the form of a certified check or cashier’s check made payable to the state or local 
licensing authority, whichever is appropriate. 
 
 (4) Upon payment of the fine pursuant to subsection (3) of this section, the state or local 
licensing authority shall enter its further order permanently staying the imposition of the 
suspension. If the fine is paid to a local licensing authority, the governing body of the authority 
shall cause the moneys to be paid into the general fund of the local licensing authority. Fines 
paid to the state licensing authority pursuant to subsection (3) of this section shall be transmitted 
to the state treasurer, who shall credit the same to the medical marijuana license cash fund 
created in section 12-43.3-501. 
 
 (5) In connection with a petition pursuant to subsection (3) of this section, the authority of the 
state or local licensing authority is limited to the granting of such stays as are necessary for the 
authority to complete its investigation and make its findings and, if the authority makes such 
findings, to the granting of an order permanently staying the imposition of the entire suspension 
or that portion of the suspension not otherwise conditionally stayed. 
 
 (6) If the state or local licensing authority does not make the findings required in paragraph (a) 
of subsection (3) of this section and does not order the suspension permanently stayed, the 
suspension shall go into effect on the operative date finally set by the state or local licensing 
authority. 
 
 (7) Each local licensing authority shall report all actions taken to impose fines, suspensions, 
and revocations to the state licensing authority in a manner required by the state licensing 
authority. No later than January 15 of each year, the state licensing authority shall compile a 







 


[31] 
 


report of the preceding year’s actions in which fines, suspensions, or revocations were imposed 
by local licensing authorities and by the state licensing authority. The state licensing authority 
shall file one copy of the report with the chief clerk of the house of representatives, one copy 
with the secretary of the senate, and six copies in the joint legislative library. 
 
 
12-43.3-602. Disposition of unauthorized marijuana or marijuana-infused 
products and related materials. 
 
(1) The provisions of this section shall apply in addition to any criminal, civil, or administrative 
penalties and in addition to any other penalties prescribed by this article or any rules 
promulgated pursuant to this article. Any provisions in this article related to law enforcement 
shall be considered a cumulative right of the people in the enforcement of the criminal laws. 
 
 (2) Every licensee licensed under this article shall be deemed, by virtue of applying for, 
holding, or renewing such person’s license, to have expressly consented to the procedures set 
forth in this section. 
 
 (3) A state or local agency shall not be required to cultivate or care for any marijuana or 
marijuana-infused product belonging to or seized from a licensee. A state or local agency shall 
not be authorized to sell marijuana, medical or otherwise. 
 
 (4) If the state or local licensing authority issues a final agency order imposing a disciplinary 
action against a licensee pursuant to section 12-43.3-601, then, in addition to any other remedies, 
the licensing authority’s final agency order may specify that some or all of the licensee’s 
marijuana or marijuana-infused product is not medical marijuana or a medical marijuana-infused 
product and is an illegal controlled substance. The order may further specify that the licensee 
shall lose any interest in any of the marijuana or marijuana-infused product even if the marijuana 
or marijuana-infused product previously qualified as medical marijuana or a medical marijuana-
infused product. The final agency order may direct the destruction of any such marijuana and 
marijuana-infused products, except as provided in subsections (5) and (6) of this section. The 
authorized destruction may include the incidental destruction of any containers, equipment, 
supplies, and other property associated with the marijuana or marijuana-infused product. 
 
 (5) Following the issuance of a final agency order by the licensing authority imposing a 
disciplinary action against a licensee and ordering destruction authorized by subsection (4) of 
this section, a licensee shall have fifteen days within which to file a petition for stay of agency 
action with the district court. The action shall be filed in the city and county of Denver, which 
shall be deemed to be the residence of the state licensing authority for purposes of this section. 
The licensee shall serve the petition in accordance with the rules of civil procedure. The district 
court shall promptly rule upon the petition and shall determine whether the licensee has a 
substantial likelihood of success on judicial review so as to warrant delay of the destruction 
authorized by subsection (4) of this section or whether other circumstances, including but not 
limited to the need for preservation of evidence, warrant delay of such destruction. If destruction 
is so delayed pursuant to judicial order, the court shall issue an order setting forth terms and 
conditions pursuant to which the licensee may maintain the marijuana and marijuana-infused 
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product pending judicial review, and prohibiting the licensee from using or distributing the 
marijuana or marijuana-infused product pending the review. The licensing authority shall not 
carry out the destruction authorized by subsection (4) of this section until fifteen days have 
passed without the filing of a petition for stay of agency action, or until the court has issued an 
order denying stay of agency action pursuant to this subsection (5). 
 
 (6) The licensing authority shall not carry out the destruction authorized by subsection (4) of 
this section until it has notified the district attorney for the judicial district in which the marijuana 
is located to determine whether the marijuana or product constitutes evidence in a criminal 
proceeding such that it should not be destroyed, and until fifteen days have passed from the date 
of the issuance of such notice. 
 
 (7) On or before January 1, 2012, the state licensing authority shall promulgate rules governing 
the implementation of this section. 
 
 


PART 7 
INSPECTION OF BOOKS AND RECORDS 


 
 
12-43.3-701. Inspection procedures. 
 
 (1) Each licensee shall keep a complete set of all records necessary to show fully the business 
transactions of the licensee, all of which shall be open at all times during business hours for the 
inspection and examination of the state licensing authority or its duly authorized representatives. 
The state licensing authority may require any licensee to furnish such information as it considers 
necessary for the proper administration of this article and may require an audit to be made of the 
books of account and records on such occasions as it may consider necessary by an auditor to be 
selected by the state licensing authority who shall likewise have access to all books and records 
of the licensee, and the expense thereof shall be paid by the licensee. 
 
 (2) The licensed premises, including any places of storage where medical marijuana is grown, 
stored, cultivated, sold, or dispensed, shall be subject to inspection by the state or local licensing 
authorities and their investigators, during all business hours and other times of apparent activity, 
for the purpose of inspection or investigation. For examination of any inventory or books and 
records required to be kept by the licensees, access shall be required during business hours. 
Where any part of the licensed premises consists of a locked area, upon demand to the licensee, 
such area shall be made available for inspection without delay, and, upon request by authorized 
representatives of the state or local licensing authority, the licensee shall open the area for 
inspection. 
 
 (3) Each licensee shall retain all books and records necessary to show fully the business 
transactions of the licensee for a period of the current tax year and the three immediately prior 
tax years. 
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PART 8 
JUDICIAL REVIEW 


 
 
12-43.3-801. Judicial review. 
 
 Decisions by the state licensing authority or a local licensing authority shall be subject to 
judicial review pursuant to section 24-4-106, C.R.S. 
 
 
 


PART 9 
UNLAWFUL ACTS — ENFORCEMENT 


 
 
12-43.3-901. Unlawful acts — exceptions. 
 
 (1) Except as otherwise provided in this article, it is unlawful for a person: 
 
 (a) To consume medical marijuana in a licensed medical marijuana center, and it shall be 
unlawful for a medical marijuana licensee to allow medical marijuana to be consumed upon its 
licensed premises; 
 
 (b) With knowledge, to permit or fail to prevent the use of his or her registry identification by 
any other person for the unlawful purchasing of medical marijuana; 
 
 (c) and (d) (Deleted by amendment, L. 2011, (HB 11-1043), ch. 266, p. 1210, 16, effective July 
1, 2011.) 
 
 (2) It is unlawful for a person to buy, sell, transfer, give away, or acquire medical marijuana 
except as allowed pursuant to this article. 
 
 (3) It is unlawful for a person licensed pursuant to this article: 
 
 (a) To be within a limited-access area unless the person’s license badge is displayed as required 
by this article, except as provided in section 12-43.3-701; 
 
 (b) To fail to designate areas of ingress and egress for limited-access areas and post signs in 
conspicuous locations as required by this article; 
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 (c) To fail to report a transfer required by section 12-43.3-310 (11); or 
 
 (d) To fail to report the name of or a change in managers as required by section 12-43.3-310 
(12). 
 
 (4) It is unlawful for any person licensed to sell medical marijuana pursuant to this article: 
 
 (a) To display any signs that are inconsistent with local laws or regulations; 
 
 (b) To use advertising material that is misleading, deceptive, or false, or that is designed to 
appeal to minors; 
 
 (c) To provide public premises, or any portion thereof, for the purpose of consumption of 
medical marijuana in any form; 
 
 (d) (I) To sell medical marijuana to a person not licensed pursuant to this article or to a person 
not able to produce a valid patient registry identification card, unless the person has a copy of a 
current and complete new application for the medical marijuana registry administered by the 
department of public health and environment that is documented by a certified mail return receipt 
as having been submitted to the department of public health and environment within the 
preceding thirty-five days and the employee assisting the person has contacted the department of 
public health and environment and, as a result, determined the person’s application has not been 
denied. Notwithstanding any provision in this subparagraph (I) to the contrary, a person under 
twenty-one years of age shall not be employed to sell or dispense medical marijuana at a medical 
marijuana center or grow or cultivate medical marijuana at an optional premises cultivation 
operation. 
 
 (II) If a licensee or a licensee’s employee has reasonable cause to believe that a person is 
exhibiting a fraudulent patient registry identification card in an attempt to obtain medical 
marijuana, the licensee or employee shall be authorized to confiscate the fraudulent patient 
registry identification card, if possible, and shall, within seventy-two hours after the confiscation, 
turn it over to the state health department or local law enforcement agency. The failure to 
confiscate the fraudulent patient registry identification card or to turn it over to the state health 
department or a state or local law enforcement agency within seventy-two hours after the 
confiscation shall not constitute a criminal offense. 
 
 (e) To possess more than six medical marijuana plants and two ounces of medical marijuana 
for each patient who has registered the center as his or her primary center pursuant to section 25-
1.5-106 (8) (f), C.R.S.; except that a medical marijuana center may have an amount that exceeds 
the six-plant and two-ounce product per patient limit if the center sells to patients that are 
authorized to have more than six plants and two ounces of product. In the case of a patient 
authorized to exceed the six-plant and two-ounce limit, the center shall obtain documentation 
from the patient’s physician that the patient needs more than six plants and two ounces of 
product. 
 







 


[35] 
 


 (f) To offer for sale or solicit an order for medical marijuana in person except within the 
licensed premises; 
 
 (g) To have in possession or upon the licensed premises any medical marijuana, the sale of 
which is not permitted by the license; 
 
 (h) To buy medical marijuana from a person not licensed to sell as provided by this article; 
 
 (i) To sell medical marijuana except in the permanent location specifically designated in the 
license for sale; 
 
 (j) To have on the licensed premises any medical marijuana or marijuana paraphernalia that 
shows evidence of the medical marijuana having been consumed or partially consumed; 
 
 (k) To require a medical marijuana center or medical marijuana center with an optional 
premises cultivation license to make delivery to any premises other than the specific licensed 
premises where the medical marijuana is to be sold; 
 
 (l) To sell, serve, or distribute medical marijuana at any time other than between the hours of 8 
a.m. and 7 p.m. Monday through Sunday; 
 
 (m) To violate the provisions of section 6-2-103 or 6-2-105, C.R.S.; 
 
 (n) To burn or otherwise destroy marijuana or any substance containing marijuana for the 
purpose of evading an investigation or preventing seizure; or 
 
 (o) To abandon a licensed premises or otherwise cease operation without notifying the state 
and local licensing authorities at least forty-eight hours in advance and without accounting for 
and forfeiting to the state licensing authority for destruction all marijuana or products containing 
marijuana. 
 
 (5) Except as provided in sections 12-43.3-402 (4), 12-43.3-403, and 12-43.3-404, it is 
unlawful for a medical marijuana center, medical marijuana-infused products manufacturing 
operation with an optional premises cultivation license, or medical marijuana center with an 
optional premises cultivation license to sell, deliver, or cause to be delivered to a licensee any 
medical marijuana not grown upon its licensed premises, or for a licensee or medical marijuana 
center with an optional premises cultivation license or medical marijuana-infused products 
manufacturing operation with an optional premises cultivation license to sell, possess, or permit 
sale of medical marijuana not grown upon its licensed premises. A violation of the provisions of 
this subsection (5) by a licensee shall be grounds for the immediate revocation of the license 
granted under this article. 
 
 (6) It shall be unlawful for a physician who makes patient referrals to a licensed medical 
marijuana center to receive anything of value from the medical marijuana center licensee or its 
agents, servants, officers, or owners or anyone financially interested in the licensee, and it shall 
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be unlawful for a licensee licensed pursuant to this article to offer anything of value to a 
physician for making patient referrals to the licensed medical marijuana center. 
 
 (6.5) A peace officer or a law enforcement agency shall not use any patient information to 
make traffic stops pursuant to section 42-4-1302, C.R.S. 
 
 (7) A person who commits any acts that are unlawful pursuant to this article or the rules 
authorized and adopted pursuant to this article commits a class 2 misdemeanor and shall be 
punished as provided in section 18-1.3-501, C.R.S., except for violations that would also 
constitute a violation of title 18, C.R.S., which violation shall be charged and prosecuted 
pursuant to title 18, C.R.S. 
 
 


 


PART 10 
SUNSET REVIEW 


 
 
12-43.3-1001. Sunset review — article repeal. 
 
 (1) This article is repealed, effective July 1, 2015. 
 
 (2) Prior to the repeal of this article, the department of regulatory agencies shall conduct a 
sunset review as described in section 24-34-104 (8), C.R.S. 
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New Comment Gives Colorado Lawyers Green Light to 
Counsel Marijuana Industry 


Thursday, April 10, 2014 
from ABA/BNA Lawyers' Manual on Professional Conduct™ 


By Samson Habte   


April 8 --A March 24 order from the Colorado Supreme Court makes that state the first U.S. 
jurisdiction to recognize in its lawyer conduct rules that attorneys may advise clients on now-
decriminalized marijuana-related activities and transactions. 


The order, which adds a new comment elucidating Colorado Rule of Professional Conduct 1.2, 
aims to resolve an ethics pickle that lawyers in a handful of jurisdictions have found themselves 
in since the enactment of new state laws that authorize recreational or medical cannabis use at 
the state level. 


The dilemma--in Colorado and elsewhere--stems from state versions of Model Rule of 
Professional Conduct 1.2(d), which prohibits assisting or advising clients to engage in criminal 
conduct. 


Because the sale and use of marijuana remain illegal under federal law, it is unclear whether 
attorneys violate Rule 1.2(d) if they counsel pot industry clients in states that now authorize 
recreational or medicinal use of marijuana. 


Such clients include dispensaries that sell the drug, growers that cultivate it, doctors and 
pharmacies that write and fill prescriptions for it and municipal officials working on zoning and 
licensing issues. 


The Colorado court's solution was to add a new Comment [14] to Rule 1.2. It states in part that a 
lawyer may “assist a client in conduct that the lawyer reasonably believes is permitted” under 
state law but must “also advise the client regarding related federal law and policy.” 


 


Ethics and Marijuana: Debates in Nevada and Washington 


  


While Colorado is the first jurisdiction to address the intersection of marijuana and attorney 
ethics in its lawyer conduct rules, courts in two other states have been asked to weigh in on the 
issue. 







The debate in Washington state--which also liberalized its recreational marijuana laws this year--
largely mirrors the one in Colorado. Deliberations were triggered there when the King County 
Bar Association asked the state supreme court to adopt rule changes to insulate attorneys from 
professional discipline for their legal advice to marijuana industry clients or for personal use of 
marijuana. 


The Washington State Bar Association opposes the county bar's proposal. In an October 2013 
letter, WSBA Chief Disciplinary Counsel Doug Ende said the requested changes were 
unnecessary because his office “does not intend to discipline lawyers who in good faith advise or 
assist clients or personally engage in conduct that is in strict compliance” with state law. 


Meanwhile, the Nevada Supreme Court is considering a proposal to amend that state's Rule 
1.2(d) to clarify lawyers' ability to advise clients on compliance with a recently enacted statute 
that authorizes medical marijuana. 


Nevada Bar Association President Alan J. Lefebvre, a partner at Kolesar & Leatham, Las Vegas, 
told Bloomberg BNA that the court will hear arguments on the proposal May 6. 


 


High(er) Hopes 


The order did not go as far as some advocates had hoped. 


The court's rules committee, the state bar and most responders who submitted public comments 
had urged the court to adopt a broader proposal that would have added an entirely new provision, 
Rule 8.6, to the state's lawyer conduct rules. See 29 Law. Man. Prof. Conduct 808. 


The proposed rule would have insulated attorneys from discipline for personal cannabis use as 
well as legal advice on marijuana-related activities. 


But the court avoided entirely the issue of whether lawyers may be disciplined for ingesting 
marijuana. And it chose to address the legal advice issue through a comment, rather than a rule. 


Two members of the court, Justices Nathan B. Coats and Allison H. Eid, voted not to approve 
the new provision. 


Even with the addition of Comment [14], questions may remain about how much clarity it 
provides to lawyers who have or may acquire marijuana industry clients. 


Writing on the Legal Ethics Forum blog, Suffolk University law professor Andrew M. Perlman 
said “Colorado lawyers concerned about advising the pot industry can rest a little easier.” 


Safe Harbor? 







The new comment to Rule 1.2 states that lawyers in Colorado can work with marijuana 
businesses whose activities violate federal law--so long as they “advise the client[s] regarding 
related federal law and policy.” In his blog post, Perlman asked: 


[W]hat exactly does it mean for a Colorado lawyer to “advise the client regarding related federal law and 
policy”? How much advising does the Colorado lawyer need to do in order to fit within the safe harbor? Is it 
sufficient for the lawyer to advise the client about federal law and policy once at the outset of the relationship? 
Does the lawyer have to do it in the context of each new matter? And are there any limits on what the advice 
can be? For example, what if the lawyer says, “Well, federal law says you can't sell pot, but Colorado law says 
you can. I think you can safely ignore federal law, because it is unlikely to be enforced in this instance.” Can a 
lawyer say that? I think the answer is yes, but I'm not entirely certain that the Colorado Supreme Court would 
agree.   


  


Good Enough 


Phil Cherner, who counsels marijuana industry clients at the Denver office of Vicente Sederberg 
LLC, says he is less concerned about the perceived inadequacy of the safe harbor. Cherner told 
Bloomberg BNA that while he “would have preferred to see a rule rather than a comment,” he is 
confident that the new comment sufficiently insulates lawyers in his practice area. 


Cherner said lawyers also should take comfort in assurances from the Office of Attorney 
Regulation Counsel that it will not initiate disciplinary charges against lawyers who advise 
clients about activities that comply with state law but remain subject to federal prosecution. 


Regulation Counsel James C. Coyle, who heads the OARC, repeated those assurances in 
comments to Bloomberg BNA. Coyle said March 27 that his office will not pursue disciplinary 
charges against lawyers who advise marijuana industry clients--so long as those lawyers comply 
with the new edict in Comment [14] to discuss the federal implications of their clients' activities 
during consultations. 


Coyle also suggested a risk management tip: lawyers for marijuana industry players, he said, 
would be wise to add language to their retainer agreements stating that those clients have been 
advised about the federal law implications of their business activities. 


Lawyers' Personal Use 


The supreme court declined to adopt a proposed comment stipulating that attorneys' personal use 
of marijuana does not constitute a “criminal act that reflects adversely on a lawyer's honesty, 
trustworthiness or fitness” under Rule 8.4(b). The state bar examined one aspect of this topic in 
Colorado Ethics Op. 124 (2012), which addresses lawyers' use of marijuana for medicinal 
purposes. 


In a February 2014 letter, Coyle sought to assuage anxieties on this issue. “Colorado attorneys,” 
he wrote, “already have sufficient assurance that should they engage in medical or personal use 
of small amounts of marijuana in compliance with state laws, such conduct standing alone will 
not result in discipline proceedings.” 







Coyle reiterated that promise in his interview with Bloomberg BNA. He called recreational pot 
smoking “a lawyer's personal decision,” and said the OARC has “no interest in getting that far 
into [lawyers'] personal lives, unless or until [marijuana use] raises a competence or diligence 
issue.” 


To contact the reporter on this story: Samson Habte in Washington at shabte@bna.com 


To contact the editor responsible for this story: Kirk Swanson at kswanson@bna.com 


 


Full text at 
http://www.courts.state.co.us/userfiles/file/Court_Probation/Supreme_Court/Rule_Changes/201
4/2014(05)%20redlined.pdf. 


Copyright 2014, the American Bar Association and The Bureau of National Affairs, Inc. All 
Rights Reserved.   
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under the CSA.  Although the August 29 guidance was issued in response to recent marijuana 
legalization initiatives in certain states, it applies to all Department marijuana enforcement 
nationwide.  The guidance, however, did not specifically address what, if any, impact it would 
have on certain financial crimes for which marijuana-related conduct is a predicate.   


 
The provisions of the money laundering statutes, the unlicensed money remitter statute, 


and the Bank Secrecy Act (BSA) remain in effect with respect to marijuana-related conduct. 
Financial transactions involving proceeds generated by marijuana-related conduct can form the 
basis for prosecution under the money laundering statutes (18 U.S.C. §§ 1956 and 1957), the 
unlicensed money transmitter statute (18 U.S.C. § 1960), and the BSA.  Sections 1956 and 1957 
of Title 18 make it a criminal offense to engage in certain financial and monetary transactions 
with  the  proceeds  of  a  “specified  unlawful  activity,”  including  proceeds from marijuana-related 
violations of the CSA.  Transactions by or through a money transmitting business involving 
funds  “derived  from”  marijuana-related conduct can also serve as a predicate for prosecution 
under 18 U.S.C. § 1960.   Additionally, financial institutions that conduct transactions with 
money generated by marijuana-related conduct could face criminal liability under the BSA for, 
among other things, failing to identify or report financial transactions that involved the proceeds 
of marijuana-related violations of the CSA.  See, e.g., 31 U.S.C. § 5318(g).  Notably for these 
purposes, prosecution under these offenses based on transactions involving marijuana proceeds 
does not require an underlying marijuana-related conviction under federal or state law.   


 
As noted in the August 29 guidance, the Department is committed to using its limited 


investigative and prosecutorial resources to address the most significant marijuana-related cases 
in an effective and consistent way.  Investigations and prosecutions of the offenses enumerated 
above based upon marijuana-related activity should be subject to the same consideration and 
prioritization.  Therefore, in determining whether to charge individuals or institutions with any of 
these offenses based on marijuana-related violations of the CSA, prosecutors should apply the 
eight enforcement priorities described in the August 29 guidance and reiterated above. 1  For 
example, if a financial institution or individual  provides banking services to a marijuana-related 
business knowing that the business is diverting marijuana from a state where marijuana sales are 
regulated to ones where such sales are illegal under state law, or is being used by a criminal 
organization to conduct financial transactions for its criminal goals, such as the concealment of 
funds derived from other illegal activity or the use of marijuana proceeds to support other illegal 
activity, prosecution for violations of 18 U.S.C. §§ 1956, 1957, 1960 or the BSA might be 
appropriate.  Similarly, if the financial institution or individual is willfully blind to such activity 
by, for example, failing to conduct appropriate due diligence of the customers’ activities, such 
prosecution might be appropriate.  Conversely, if a financial institution or individual offers 
                                                 
1 The  Department  of  the  Treasury’s  Financial  Crimes  Enforcement Network (FinCEN) is issuing concurrent 
guidance to clarify BSA expectations for financial institutions seeking to provide services to marijuana-related 
businesses.  The FinCEN guidance addresses the filing of Suspicious Activity Reports (SAR) with respect to 
marijuana-related businesses, and in particular the importance of considering the eight federal enforcement priorities 
mentioned above, as well as state law.  As  discussed  in  FinCEN’s  guidance,  a financial institution providing 
financial services to a marijuana-related business that it reasonably believes, based on its customer due diligence, 
does not implicate one of the federal enforcement priorities  or  violate  state  law,  would  file  a  “Marijuana  Limited”  
SAR, which would include streamlined information.  Conversely, a financial institution filing a SAR on a 
marijuana-related business it reasonably believes, based on its customer due diligence, implicates one of the federal 
priorities or violates state law, would be label the SAR “Marijuana  Priority,”  and the content of the SAR would 
include comprehensive details in accordance with existing regulations and guidance.               
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services to a marijuana-related business whose activities do not implicate any of the eight 
priority factors, prosecution for these offenses may not be appropriate.   


 
 The August 29 guidance rested on the expectation that states that have enacted laws 
authorizing marijuana-related conduct will implement clear, strong and effective regulatory and 
enforcement systems in order to minimize the threat posed to federal enforcement priorities. 
Consequently, financial institutions and individuals choosing to service marijuana-related 
businesses that are not compliant with such state regulatory and enforcement systems, or that 
operate in states lacking a clear and robust regulatory scheme, are more likely to risk 
entanglement with conduct that implicates the eight federal enforcement priorities. 2 In addition, 
because financial institutions are in a position to facilitate transactions by marijuana-related 
businesses that could implicate one or more of the priority factors, financial institutions must 
continue to apply appropriate risk-based anti-money laundering policies, procedures, and 
controls sufficient to address the risks posed by these customers, including by conducting 
customer due diligence designed to identify conduct that relates to any of the eight priority 
factors.  Moreover, as the Department’s  and  FinCEN’s  guidance  are  designed  to  complement  
each other, it is essential that financial institutions adhere to FinCEN’s  guidance.3   Prosecutors 
should continue to review marijuana-related prosecutions on a case-by-case basis and weigh all 
available information and evidence in determining whether particular conduct falls within the 
identified priorities.  


 
 As  with  the  Department’s  previous  statements  on  this  subject,  this  memorandum  is  
intended solely as a guide to the exercise of investigative and prosecutorial discretion.  This 
memorandum  does  not  alter  in  any  way  the  Department’s  authority  to  enforce  federal  law,  
including federal laws relating to marijuana, regardless of state law.  Neither the guidance herein 
nor any state or local law provides a legal defense to a violation of federal law, including any 
civil or criminal violation of the CSA, the money laundering and unlicensed money transmitter 
statutes, or the BSA, including the obligation of financial institutions to conduct customer due 
diligence.  Even in jurisdictions with strong and effective regulatory systems, evidence that 
particular conduct of a person or entity threatens federal priorities will subject that person or 
entity to federal enforcement action, based on the circumstances.  This memorandum is not 
intended, does not, and may not be relied upon to create any rights, substantive or procedural, 
enforceable at law by any party in any matter civil or criminal.  It applies prospectively to the 
exercise of prosecutorial discretion in future cases and does not provide defendants or subjects of 
enforcement action with a basis for reconsideration of any pending civil action or criminal 
prosecution.  Finally, nothing herein precludes investigation or prosecution, even in the absence 
of any one of the factors listed above, in particular circumstances where investigation and 
prosecution otherwise serves an important federal interest. 


                                                 
2 For example, financial institutions should recognize that a marijuana-related business operating in a state that has 
not legalized marijuana would likely result in the proceeds going to a criminal organization. 
3 Under FinCEN’s  guidance,  for instance, a marijuana-related business that is not appropriately licensed or is 
operating in violation of state law presents red flags that would justify the filing of a Marijuana Priority SAR.  
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Denver, Colorado, Code of Ordinances >> TITLE II – REVISED MUNICIPAL CODE >> Chapter 24 – 
HEALTH AND SANITATION >> ARTICLE XII. – DENVER MEDICAL MARIJUANA CODE >> 
ARTICLE XII. – DENVER MEDICAL MARIJUANA CODE 


Sec. 24-501. – Purpose and legislative intent. 


Sec. 24-502. – Defined terms. 


Sec. 24-503. – Effective date; applicability. 


Sec. 24-504. – Relationship to Colorado Medical Marijuana Code; other laws. 


Sec. 24-505. – Designation of local licensing authority. 


Sec. 24-506. – Classes of licensing authorized. 


Sec. 24-507. – Licensing requirements—Provisions applicable to all licenses. 


Sec. 24-508. – Licensing requirements—Medical marijuana centers. 


Sec. 24-509. – Licensing requirements—Medical marijuana-infused products manufacturing license. 


Sec. 24-510. – Licensing requirements—Optional premises cultivation licenses. 


Sec. 24-511. – Transfer of ownership. 


Sec. 24-512. – Change of location; modification of premises. 


Sec. 24-513. – Term of licenses; renewals. 


Sec. 24-514. – Disciplinary actions; sanctions; penalties. 


Sec. 24-501. – Purpose and legislative intent. 


The Colorado Medical Marijuana Code, Article 43.3 of Title 12, C.R.S., 
(the CMMC) affords to counties and municipalities the local option to determine 
whether or not to allow and to license certain medical marijuana businesses 
within their respective jurisdictions. The purpose of this article XII is to 
affirmatively authorize such licensing in the City and County of Denver as 
provided in § 12-43.3-301 (2)(a), C.R.S., as amended, and to establish specific 
standards and procedures for local licensing of medical marijuana centers, 
medical marijuana infused products manufacturers, and optional premises 
medical marijuana cultivation operations. Furthermore, this article XII is intended 
to exercise the authority granted by the CMMC for the city to adopt licensing 
requirements that are, in some cases, supplemental to or stricter than the 
requirements set forth in state law. 


(Ord. No. 105-11, § 1, 2-22-11) 


Sec. 24-502. – Defined terms. 


The definitions set forth in the CMMC, § 12-43.3-104, C.R.S., as 
amended, shall apply equally to this article XII. In addition, the following terms 
shall have the meanings respectively assigned to them: 


(1) 
Alcohol or drug treatment facility means any facility located within a 
medical office or hospital, as these terms are defined by the zoning 
code, with the primary purpose of counseling or providing medical 
services to patients who suffer from addictions to alcohol or drugs. 


(2) 
Child care establishment means any child care establishment as 
defined by and regulated under chapter 11 of the City Code. 


(3) 
Department means the Denver department of excise and licenses. 


(4) 
Director means the director of the Denver department of excise and 
licenses. 


(Ord. No. 105-11, § 1, 2-22-11) 







Sec. 24-503. – Effective date; applicability. 


(a) 
Effective date. On and after July 1, 2011, it shall be unlawful to operate 
any business in Denver for which a license is required under the CMMC 
without first having obtained a local license under this article XII and a 
state license under the state code; provided, however that certain pre-
existing medical marijuana businesses that have submitted applications 
for licensing under the CMMC may continue in operation on and after July 
1, 2011 until final action on the business’s state and local license 
applications under the CMMC, subject to the following requirements: 
(1) 


An applicant for medical marijuana center licensing may continue in 
operation on and after July 1, 2011, if the applicant or a previous 
owner of the same business: 
a. 


Applied for a medical marijuana dispensary license from 
Denver prior to July 1, 2010 in the same location or in any 
other location in Denver in accordance with Article XI of this 
Chapter 24, and was not denied the license by the director; 
and 


b. 
Applied for a license for the same business as a medical 
marijuana center with the state licensing authority by August 
1, 2010, under the requirements of section 12-43.3-103 of 
the Colorado Medical Marijuana Code; and 


c. 
Has not had the application for a medical marijuana center 
denied by either the state or local licensing authority. 


(2) 
[Other licenses.] An applicant for a medical marijuana infused 
products manufacturing license or an optional premises cultivation 
operations license may continue in operation on and after July 1, 
2011, if the applicant or a previous owner of the same business: 
a. 


Met the requirements for a locally approved medical 
marijuana business as of July 1, 2010, as set forth in section 
24-411 in the same location or in any other location in 
Denver; and 


b. 
Applied for a license for the same business as a medical 
marijuana infused products manufacturing or optional 
premises cultivation with the state licensing authority by 
August 1, 2010 under the requirements of section 12-43.3-







103 of the Colorado Medical Marijuana Code; and 
c. 


Has not had the application for a medical marijuana infused 
products manufacturing or optional premises cultivation 
denied by either the state or local licensing authority. 


(b) 
Previous dispensary licenses. Any medical marijuana dispensary license 
previously issued by the director under the authority of article XI of this 
chapter 24 shall expire and shall be of no further force and effect as of 
July 1, 2012, or the date of final action on state and local license 
applications under the CMMC, whichever occurs first. 


(c) 
Receipt of applications for new licensing. At such time as application 
forms are made available by the state licensing authority, the director shall 
begin to receive and process applications for licensing under the CMMC 
and this article XII. 


(d) 
Prohibition on new medical marijuana businesses prior to July 1, 2012. It 
shall be unlawful for any person to commence operation of any business 
of selling, offering for sale, distributing, cultivating or manufacturing 
medical marijuana prior to July 1, 2012, unless the person had applied for 
a license or permit from the city on or before July 1, 2010, in accordance 
with section 24-411, had applied for state licensing on or before August 1, 
2010, in accordance with § 12-43.3-103(1)(b), C.R.S., and was otherwise 
fully in compliance with the requirements of article XI of this chapter and 
the CMMC. 


(e) 
No entitlement or vested right to licensing. No person shall be deemed to 
have any entitlement or vested right to licensing under this article XII or 
the CMMC by virtue of having received any prior license or permit from the 
city including, by way of example, any medical marijuana dispensary 
license, any zoning permit, any wholesale food manufacturer’s license, or 
any sales tax license. In order to lawfully engage in the business of selling, 
cultivating, or manufacturing medical marijuana in the city on and after 
July 1, 2011, any person must qualify for and obtain a license in 
accordance with the requirements of this article XII and the CMMC. 


(f) 
No intent to regulate primary care-givers. This article XII is not intended to 
regulate the possession, cultivation, manufacturing, sale, offer for sale, or 
distribution of marijuana by persons who may qualify as primary care-
givers within the meaning of Article XVIII, Section 14 of the Colorado 
Constitution and applicable state statutes governing the conduct of 
primary care-givers. 


(Ord. No. 105-11, § 1, 2-22-11; Ord. No. 357-11, § 3, 6-27-11; Ord. No. 572-11, § 2, 11-14-11) 







Sec. 24-504. – Relationship to Colorado Medical Marijuana Code; other laws.


Except as otherwise specifically provided herein, this article XII 
incorporates the requirements and procedures set forth in the CMMC. In the 
event of any conflict between the provisions of this article XII and the provisions 
of the CMMC or any other applicable state or local law, the more restrictive 
provision shall control. 


(Ord. No. 105-11, § 1, 2-22-11) 


Sec. 24-505. – Designation of local licensing authority. 


In accordance with § 12-43.3-104 (5), C.R.S., as amended, and section 
2.7.1 of the Denver Charter, the director of the department of excise and licenses 
is designated as the local licensing authority for purposes of administering the 
CMMC and this article XII. The director is authorized to appoint one (1) or more 
hearing officers to conduct such hearings as may be required under the CMMC 
or this article XII, to consult with the director with respect thereto, and to certify 
the record or a summary thereof as required by the director along with the 
hearing officer’s recommended findings, conclusions and decision. Any party to 
such hearing shall have an opportunity to file with the director written objections 
to any such summary, and to the recommended findings, conclusions and 
decisions of the hearing officer, prior to the director’s decision thereon. 


(Ord. No. 105-11, § 1, 2-22-11) 


Sec. 24-506. – Classes of licensing authorized. 


For the purpose of regulating the cultivation, manufacture, distribution, 
offering for sale, and sale of medical marijuana, the director in the director’s 
discretion, upon application in the prescribed form made to the director, may 
issue and grant to the applicant a local license from any of the following classes, 
subject to the provisions and restrictions provided in this article XII and the 
CMMC: 


(a) 
Medical marijuana center license; 


(b) 
Optional premises cultivation license; 


(c) 
Medical marijuana-infused products manufacturing license. 


(Ord. No. 105-11, § 1, 2-22-11) 


Sec. 24-507. – Licensing requirements—Provisions applicable to all licenses. 


(a) 
Criteria for licensing; waiver of public hearings. The director shall consider 
and act upon all local license applications in accordance with the 
standards and procedures set forth in the CMMC and this article XII; 
provided, however, no public hearing shall be required for any class of 
licensing pursuant to § 12-43.3-302, C.R.S., as amended, and the 
director’s decision to grant or deny a license shall be made solely upon 
the results of the director’s investigation and findings pursuant to section 







12-43.3-302, C.R.S., as amended. The director shall deny any application 
for a license that is not in full compliance with the CMMC, this article XII, 
and any other applicable state or city law or regulation. The director shall 
also deny any application that contains any false or incomplete 
information. 


(b) 
Application forms and supplemental materials. All applications for local 
licensing shall be made upon forms provided by the state, and shall 
include such supplemental materials as required by the CMMC and rules 
adopted pursuant thereto, including by way of example: proof of 
possession of the licensed premises, disclosures related to ownership of 
the proposed business, fingerprints of the applicants, building plans, and 
security plans. The director may, at the director’s discretion, require 
additional documentation associated with the application as may be 
necessary to enforce the requirements of the CMMC and this article XII. 


(c) 
Notice of applications to departments and agencies. Upon receipt of an 
application for any class of local license, the director shall give notice of 
the application to the department of community planning and 
development, the department of finance, the department of environmental 
health, the Denver Police Department, and the Denver Fire Department. 
Any applicant for a license under this article XII shall obtain any and all 
necessary permits, licenses and other regulatory approvals from the other 
affected city departments and agencies prior to the issuance of a license 
under this article XII. 


(d) 
Background checks and determination of good character. Prior to the 
issuance of any local license, the director shall make a finding and 
determination as to the good moral character of the applicant in 
accordance with the standards and procedures set forth in the CMMC. In 
so doing, the director may incorporate any findings as to good character 
previously made by the state licensing authority, and shall not be required 
to perform a criminal background check if the state licensing authority has 
already performed a criminal background check on the applicant. 


(Ord. No. 105-11, § 1, 2-22-11) 


Sec. 24-508. – Licensing requirements—Medical marijuana centers. 


In addition to the requirements set forth in the CMMC, the following 
requirements shall apply to the issuance of any local license for a medical 
marijuana center: 


(a) 
Tax bond. Before the director issues a local license to an applicant 
for a medical marijuana center license, the applicant shall procure 
and file with the city evidence of good and sufficient bond in the 
amount of five thousand dollars ($5,000.00) with corporate surety 







thereon duly licensed to do business with the State of Colorado, 
approved as to form by the city attorney, and conditioned that the 
applicant shall report and pay all city sales and use taxes as 
provided by law. A corporate surety shall not be required to make 
payments to the city claiming under such bond until a final 
determination of failure to pay taxes due to the city has been made 
by the manager of finance or a court of competent jurisdiction. All 
bonds required pursuant to this subsection shall be renewed at 
such times as the bondholder’s license is renewed. The renewal 
may be accomplished though a continuation certificate issued by 
the surety. 


(b) 
Area maps. All applications for medical marijuana center licensing 
submitted pursuant to this article XII shall include an area map 
drawn to scale indicating land uses of other properties within a 
1,000-foot radius of the property upon which the applicant is 
seeking a license. The map shall depict the proximity to the 
property to any school or child care establishment; to any other 
medical marijuana center; to any alcohol or drug treatment facility; 
or to any residential or U-MS-2x zone district. 


(c) 
Prohibited locations. No medical marijuana center license shall be 
issued for the following locations: 
(1) 


In any residential zone district as defined by the zoning code 
of the city, in any MS-2, MS-2x, MX-2, MX-2A or MX-2x zone 
district as defined by the zoning code of the city, or in any 
location where retail sales are prohibited by the zoning code 
or by any ordinance governing a planned unit development. 
The restriction against licensing a medical marijuana center 
in any MS-2, MS-2x, MX-2, MX-2A or MX-2x zone district 
shall not apply to any location where the director previously 
issued a medical marijuana dispensary license under article 
XI of this chapter 24, a licensed medical marijuana 
dispensary or center has existed in continuous operations at 
the subject location since the time of original licensing. 


(2) 
Within one thousand (1,000) feet of any school or child care 
establishment, with the distance computed by direct 
measurement from the nearest property line of the land used 
for school or child care purposes to the nearest portion of the 
building in which the medical marijuana dispensary is 
located, using a route of direct pedestrian access. This 
restriction shall not apply to any location where the director 
previously issued a medical marijuana dispensary license 







under article XI of this chapter 24, a licensed dispensary 
commenced operations at the subject location, and a 
licensed medical marijuana dispensary or center has existed 
in continuous operations at the subject location since the 
time of original licensing. 


(3) 
Within one thousand (1,000) feet of any other medical 
marijuana center licensed premises or of any premises 
licensed under article XI of this chapter 24, with the distance 
computed by direct measurement from the nearest portion of 
the building in which one (1) center is located to the nearest 
portion of the building in which the other center is located, 
using a route of direct pedestrian access. This restriction 
shall not apply to any location where the director previously 
issued a medical marijuana dispensary license under article 
XI of this chapter 24, a licensed dispensary commenced 
operations at the subject location, and a licensed medical 
marijuana dispensary or center has existed in continuous 
operations at the subject location since the time of original 
licensing. 


(4) 
Within one thousand (1,000) feet of any alcohol or drug 
treatment facility. The 1,000-foot distance shall be computed 
by direct measurement from the nearest property line of the 
land used for alcohol or drug treatment facility purposes to 
the nearest portion of the property upon which the medical 
marijuana center license is proposed to be located, using a 
route of direct pedestrian access. This restriction shall not 
apply to any location where the director previously issued a 
medical marijuana dispensary license under article XI of this 
chapter 24, a licensed dispensary commenced operations at 
the subject location, and a licensed medical marijuana 
dispensary or center has existed in continuous operations at 
the subject location since the time of original licensing. 


(5) 
The spacing requirements set forth in paragraphs (2), (3) 
and (4) of this subsection (c) shall be enforced in lieu of the 
spacing requirements set forth in the CMMC, § 12-43.3-308 
(1)(d)(l), C.R.S. as amended. 


(d) 
Off-site delivery of product by licensee prohibited. All sales and 
distribution of medical marijuana by a licensed medical marijuana 
center shall occur only upon the licensed premises, and the 
licensee shall be strictly prohibited from delivering medical 
marijuana to any person at any other location. Nothing herein shall 







preclude a primary care-giver from purchasing medical marijuana 
on behalf of a patient at a licensed medical marijuana center and 
delivering the medical marijuana to a homebound patient in 
accordance with § 25-1.5-106 (7)(d) and (e), C.R.S., as amended. 


(e) 
Signs and advertising. Any person or premises licensed as a 
medical marijuana center shall comply with all city ordinances 
regulating signs and advertising. In addition, no licensed medical 
marijuana center shall use any advertising material that is 
misleading, deceptive, or false, or that, as evidenced either by the 
content of the advertising material or by the medium or the manner 
in which the advertising is disseminated, is designed to appeal to 
minors. 


(Ord. No. 105-11, § 1, 2-22-11; Ord. No. 572-11, § 3, 11-14-11) 


Sec. 24-509. – Licensing requirements—Medical marijuana-infused products manufacturing license. 


In addition to the requirements set forth in the CMMC, the following 
requirements shall apply to the issuance of any local license for medical 
marijuana-infused products manufacturing: 


(a) 
Compliance with zoning; grandfathering of existing locations. A 
local license for medical marijuana-infused products manufacturing 
may be issued for any zone lot where “food preparation and sales” 
or “manufacturing, fabrication and assembly, general” is permitted 
by the Denver Zoning Code. Any zone lot where any person 
qualified as a “locally approved” medical marijuana-infused product 
manufacturer as of July 1, 2010, in accordance with subsection 24-
411(c) and the CMMC may also qualify for licensing under this 
section provided such manufacturing is considered a compliant or 
nonconforming use in that location under the zoning code. 


(b) 
Sanitation, product labeling, and public health standards. Sanitary 
standards for medical marijuana marijuana-infused products 
manufacturing shall be as provided by the CMMC and any other 
applicable state laws and regulations. Any and all medical 
marijuana products packaged by a licensed medical marijuana 
manufacturer shall be labeled in accordance with state law. 


(Ord. No. 105-11, § 1, 2-22-11) 


Sec. 24-510. – Licensing requirements—Optional premises cultivation licenses. 


In addition to the requirements set forth in the CMMC, the following 
requirements shall apply to the issuance of any local license for an optional 
premises cultivation license: 


(a) 
Compliance with current zoning. 







(1) 
A local optional premises cultivation license may be issued 
in any zone district where, at the time of application for the 
license, plant husbandry is authorized as a permitted use 
under the zoning code. 


(2) 
Notwithstanding the requirement set forth in paragraph (1) of 
this subsection (a), prior to July 1, 2012, an optional 
premises cultivation license may be issued in a location 
where plant husbandry is not a permitted use but is already 
occurring as a compliant or nonconforming use under the 
zoning code, if and only if the applicant meets the following 
requirements: 
a. 


A zoning permit for plant husbandry was applied for 
upon the same zone lot on or before July 1, 2010; 


b. 
The applicant or any person from whom the applicant 
acquired a medical marijuana center or a medical 
marijuana-infused products manufacturing operation 
with which the proposed optional cultivation license is 
associated previously applied for an optional 
premises cultivation license upon the same zone lot 
with the state medical marijuana licensing authority on 
or before August 1, 2010, in accordance with § 12-
43.3-103 (1)(b), C.R.S; and 


c. 
The applicant or any person from whom the applicant 
acquired a medical marijuana center or a medical 
marijuana-infused products manufacturing operation 
with which the proposed optional cultivation license is 
associated can produce to the satisfaction of the 
director documentary or other empirical evidence that 
the applicant had in fact commenced the cultivation of 
medical marijuana on the zone lot prior to January 1, 
2011. 


(3) 
Any optional premises cultivation licenses granted pursuant 
to subsection (a)(2) of this section upon a zone lot where 
plant husbandry is not a permitted use under the zoning 
code shall be subject to a public hearing prior to any renewal
of the license. The director shall assign a hearing officer to 
conduct the public hearing as provided in section 24-505. 
The hearing shall not be conducted until the director has 







posted or caused to be posted a notice of hearing on the 
licensed premises in the manner described in § 12-43.3-302 
(2), C.R.S. for a period of ten (10) days, and provided notice 
to each of the following at least ten (10) days prior to the 
hearing: the licensee; the city council representative for the 
district in which the licensed premises is located; and any 
registered neighborhood association entitled to receive 
notice as provided in section 12-96. At the public hearing, 
the incumbent licensee and any other interested party shall 
be entitled to speak and present evidence supporting or 
opposing renewal of the license in the location where plant 
husbandry is not a permitted use. The hearing officer shall 
receive and give due consideration to any evidence or 
testimony submitted by the city council member representing 
the district in which the licensed premises are located, either 
in support or opposition to the renewal of the license. The 
optional premises cultivation license shall be eligible for 
renewal in its current compliant or nonconforming location 
unless it is shown by a preponderance of the evidence 
presented at the hearing that: 
a. 


The existence of the medical marijuana cultivation on 
the licensed premises has frustrated the 
implementation of the city’s comprehensive plan and 
any adopted neighborhood plan applicable to the 
subject property; 


b. 
The existence of the medical marijuana cultivation 
operation on the licensed premises has negatively 
affected nearby properties or the neighborhood in 
general, including by way of example any adverse 
effects caused by excessive noise, odors, vehicular 
traffic, or any negative effects on nearby property 
values; 


c. 
The existence of the medical marijuana cultivation 
operation has caused crime rates to increase in the 
surrounding neighborhood; or 


d. 
The continued existence of a licensed medical 
marijuana cultivation operation in the subject location 
will have a deleterious impact on public health, safety 
and the general welfare of the neighborhood or the 
city. 


(b) 







Provisions related to cross-jurisdictional licensing. Any applicant for 
a medical marijuana center license or a medical marijuana-infused 
products license in Denver may obtain an optional premise 
cultivation license in a jurisdiction other than Denver and shall 
provide proof of such licensing to the director. 


(Ord. No. 105-11, § 1, 2-22-11; Ord. No. 572-11, § 5, 11-14-11) 


Sec. 24-511. – Transfer of ownership. 


(a) 
In general. Transfer of ownership of any license issued pursuant to this 
article XII shall be governed by the standards and procedures set forth in 
the CMMC and any regulations adopted pursuant thereto. 


(b) 
Medical marijuana center licenses. Any transfer of ownership of a medical 
marijuana center license shall not affect any exemption that the licensed 
premises may enjoy from the spacing or other location restrictions set 
forth in subsection 24-508(c). 


(c) 
Medical marijuana-infused products manufacturing license. Any transfer of 
ownership of a medical marijuana-infused products manufacturing license 
shall not affect the ability of the new owner to continue to operate under 
the transferred license in a compliant or nonconforming location as 
allowed by subsection 24-509(a). 


(d) 
Cultivation licenses. Any optional premises cultivation license issued 
pursuant to subsection 24-510(a)(2) in a location where plant husbandry is 
not a permitted use under the zoning code shall not be transferable to a 
new owner in that location unless the applicant for the transfer proves to 
the satisfaction of the director that: 
(1) 


The transfer of ownership is required due to extraordinary 
circumstances forcing the incumbent licensee to divest its interest 
in the existing optional premises cultivation operation including, by 
way of example, death, divorce, bankruptcy, court order, or any 
force majeure that may prevent the incumbent licensee from 
continuing to operate in the subject location; 


(2) 
The transfer of ownership is required due merely to corporate 
restructuring or any other change in the legal structure of the 
incumbent owner and licensee; or 


(3) 
The transfer of ownership is required because the medical 
marijuana center or the medical marijuana-infused products 
manufacturing license with which the optional premises cultivation 
license is associated is being transferred to a new owner. 







(Ord. No. 105-11, § 1, 2-22-11) 


Sec. 24-512. – Change of location; modification of premises. 


Change of location of any location premises or any modification of the 
premises shall be governed by the standards and procedures set forth in the 
CMMC and any regulations adopted pursuant thereto. Any proposed modification 
and any new location to which an existing licensed business is transferred shall 
fully comply with the spacing requirements and the requirements for 
conformance with current zoning as set forth in sections 24-508, 24-509, or 24-
510 of this article XII. 


(Ord. No. 105-11, § 1, 2-22-11) 


Sec. 24-513. – Term of licenses; renewals. 


(a) 
Any local license issued pursuant to this article XII shall be valid for a 
period of two (2) years from the date of issuance. Any renewal of the 
license shall be governed by the standards and procedures set forth in the 
CMMC and any regulations adopted pursuant thereto, subject to any 
additional restrictions on renewal for certain classes of licenses in certain 
locations as provided in this article XII. 


(b) 
On or before the one-year anniversary date of any license issued pursuant 
to this article XII, the licensee shall demonstrate to the satisfaction of the 
director that the licensee has applied for and received a one-year renewal 
of the licensee’s state license from the state licensing authority and shall 
pay the annual licensing fee for the second year of the local license as 
provided in section 32-93(3). Failure of the licensee to renew and keep 
current the state license or to make timely payment of the local licensing 
fee shall be grounds for immediate revocation of any license issued 
pursuant to this article XII. 


(Ord. No. 105-11, § 1, 2-22-11; Ord. No. 572-11, § 4, 11-14-11) 


Sec. 24-514. – Disciplinary actions; sanctions; penalties. 


Procedures for suspension or revocation of licenses issued pursuant to 
this article XII and other fines, sanctions and penalties shall be as provided in the 
CMMC and any regulations adopted pursuant thereto. 


(Ord. No. 105-11, § 1, 2-22-11) 


© MMJ Business Solutions All Rights Reserved  
MMJ Business Solutions is a subsidiary of Acoma Capital Partners, Inc. 
mmjbusinesssolutions@gmail.com | Dir. 720-724-4185 | Fax. 720-897-2893 Gino Rodrogues 
Managing Broker  


 






image11.emf
FinCENGuidance0214 2014.pdf


FinCENGuidance02142014.pdf


   


  


www.fincen.gov 
 


 
Guidance  


 
FIN-2014-G001  
Issued: February 14, 2014  
Subject: BSA Expectations Regarding Marijuana-Related Businesses  
 
The Financial Crimes Enforcement Network (“FinCEN”) is issuing guidance to clarify Bank 
Secrecy Act (“BSA”) expectations for financial institutions seeking to provide services to 
marijuana-related businesses.  FinCEN is issuing this guidance in light of recent state initiatives 
to legalize certain marijuana-related activity and related guidance by the U.S. Department of 
Justice (“DOJ”) concerning marijuana-related enforcement priorities.  This FinCEN guidance 
clarifies how financial institutions can provide services to marijuana-related businesses 
consistent with their BSA obligations, and aligns the information provided by financial 
institutions in BSA reports with federal and state law enforcement priorities.  This FinCEN 
guidance should enhance the availability of financial services for, and the financial transparency 
of, marijuana-related businesses.   
 
Marijuana Laws and Law Enforcement Priorities 
 
The Controlled Substances Act (“CSA”) makes it illegal under federal law to manufacture, 
distribute, or dispense marijuana.1  Many states impose and enforce similar prohibitions.  
Notwithstanding the federal ban, as of the date of this guidance, 20 states and the District of 
Columbia have legalized certain marijuana-related activity.  In light of these developments, U.S. 
Department of Justice Deputy Attorney General James M. Cole issued a memorandum (the 
“Cole Memo”) to all United States Attorneys providing updated guidance to federal prosecutors 
concerning marijuana enforcement under the CSA.2  The Cole Memo guidance applies to all of 
DOJ’s federal enforcement activity, including civil enforcement and criminal investigations and 
prosecutions, concerning marijuana in all states.   


 
The Cole Memo reiterates Congress’s determination that marijuana is a dangerous drug and that 
the illegal distribution and sale of marijuana is a serious crime that provides a significant source 
of revenue to large-scale criminal enterprises, gangs, and cartels.  The Cole Memo notes that 
DOJ is committed to enforcement of the CSA consistent with those determinations.  It also notes 
that DOJ is committed to using its investigative and prosecutorial resources to address the most 


                                                 
1 Controlled Substances Act, 21 U.S.C. § 801, et seq.  
2 James M. Cole, Deputy Attorney General, U.S. Department of Justice, Memorandum for All United States 
Attorneys: Guidance Regarding Marijuana Enforcement (August 29, 2013), available at  
http://www.justice.gov/iso/opa/resources/3052013829132756857467.pdf. 



file:///Users/ftartakovsky/Downloads//finsana/sharedir/ORP/Office%20of%20Regulatory%20Policy/Correspondence_Open_issues_by_requestor/peerTransfer_Corporation_G1201_0988R/www.fincen.gov





2 


significant threats in the most effective, consistent, and rational way.  In furtherance of those 
objectives, the Cole Memo provides guidance to DOJ attorneys and law enforcement to focus 
their enforcement resources on persons or organizations whose conduct interferes with any one 
or more of the following important priorities (the “Cole Memo priorities”):3  
 
x Preventing the distribution of marijuana to minors; 
x Preventing revenue from the sale of marijuana from going to criminal enterprises, gangs, 


and cartels; 
x Preventing the diversion of marijuana from states where it is legal under state law in some 


form to other states; 
x Preventing state-authorized marijuana activity from being used as a cover or pretext for the 


trafficking of other illegal drugs or other illegal activity; 
x Preventing violence and the use of firearms in the cultivation and distribution of marijuana; 
x Preventing drugged driving and the exacerbation of other adverse public health 


consequences associated with marijuana use; 
x Preventing the growing of marijuana on public lands and the attendant public safety and 


environmental dangers posed by marijuana production on public lands; and 
x Preventing marijuana possession or use on federal property. 


 
Concurrently with this FinCEN guidance, Deputy Attorney General Cole is issuing supplemental 
guidance directing that prosecutors also consider these enforcement priorities with respect to 
federal money laundering, unlicensed money transmitter, and BSA offenses predicated on 
marijuana-related violations of the CSA.4   
 
Providing Financial Services to Marijuana-Related Businesses 
 
This FinCEN guidance clarifies how financial institutions can provide services to marijuana-
related businesses consistent with their BSA obligations.  In general, the decision to open, close, 
or refuse any particular account or relationship should be made by each financial institution 
based on a number of factors specific to that institution.  These factors may include its particular 
business objectives, an evaluation of the risks associated with offering a particular product or 
service, and its capacity to manage those risks effectively.  Thorough customer due diligence is a 
critical aspect of making this assessment.   
 
In assessing the risk of providing services to a marijuana-related business, a financial institution 
should conduct customer due diligence that includes: (i) verifying with the appropriate state 
authorities whether the business is duly licensed and registered; (ii) reviewing the license 
application (and related documentation) submitted by the business for obtaining a state license to 
operate its marijuana-related business; (iii) requesting from state licensing and enforcement 
authorities available information about the business and related parties; (iv) developing an 
understanding of the normal and expected activity for the business, including the types of 
                                                 
3 The Cole Memo notes that these enforcement priorities are listed in general terms; each encompasses a variety of 
conduct that may merit civil or criminal enforcement of the CSA.   
4 James M. Cole, Deputy Attorney General, U.S. Department of Justice, Memorandum for All United States 
Attorneys: Guidance Regarding Marijuana Related Financial Crimes (February 14, 2014).  
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products to be sold and the type of customers to be served (e.g., medical versus recreational 
customers); (v) ongoing monitoring of publicly available sources for adverse information about 
the business and related parties; (vi) ongoing monitoring for suspicious activity, including for 
any of the red flags described in this guidance; and (vii) refreshing information obtained as part 
of customer due diligence on a periodic basis and commensurate with the risk.  With respect to 
information regarding state licensure obtained in connection with such customer due diligence, a 
financial institution may reasonably rely on the accuracy of information provided by state 
licensing authorities, where states make such information available.   
 
As part of its customer due diligence, a financial institution should consider whether a 
marijuana-related business implicates one of the Cole Memo priorities or violates state law.  This 
is a particularly important factor for a financial institution to consider when assessing the risk of 
providing financial services to a marijuana-related business.  Considering this factor also enables 
the financial institution to provide information in BSA reports pertinent to law enforcement’s 
priorities.  A financial institution that decides to provide financial services to a marijuana-related 
business would be required to file suspicious activity reports (“SARs”) as described below. 
 
Filing Suspicious Activity Reports on Marijuana-Related Businesses   


 
The obligation to file a SAR is unaffected by any state law that legalizes marijuana-related 
activity.  A financial institution is required to file a SAR if, consistent with FinCEN regulations, 
the financial institution knows, suspects, or has reason to suspect that a transaction conducted or 
attempted by, at, or through the financial institution: (i) involves funds derived from illegal 
activity or is an attempt to disguise funds derived from illegal activity; (ii) is designed to evade 
regulations promulgated under the BSA, or (iii) lacks a business or apparent lawful purpose.5  
Because federal law prohibits the distribution and sale of marijuana, financial transactions 
involving a marijuana-related business would generally involve funds derived from illegal 
activity.  Therefore, a financial institution is required to file a SAR on activity involving a 
marijuana-related business (including those duly licensed under state law), in accordance with 
this guidance and FinCEN’s suspicious activity reporting requirements and related thresholds.   


 
One of the BSA’s purposes is to require financial institutions to file reports that are highly useful 
in criminal investigations and proceedings.  The guidance below furthers this objective by 
assisting financial institutions in determining how to file a SAR that facilitates law 
enforcement’s access to information pertinent to a priority.   
 


“Marijuana Limited” SAR Filings  
 
A financial institution providing financial services to a marijuana-related business that it 
reasonably believes, based on its customer due diligence, does not implicate one of the Cole 
Memo priorities or violate state law should file a “Marijuana Limited” SAR.  The content of this 


                                                 
5 See, e.g., 31 CFR § 1020.320.  Financial institutions shall file with FinCEN, to the extent and in the manner 
required, a report of any suspicious transaction relevant to a possible violation of law or regulation.  A financial 
institution may also file with FinCEN a SAR with respect to any suspicious transaction that it believes is relevant to 
the possible violation of any law or regulation but whose reporting is not required by FinCEN regulations. 
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SAR should be limited to the following information: (i) identifying information of the subject 
and related parties; (ii) addresses of the subject and related parties; (iii) the fact that the filing 
institution is filing the SAR solely because the subject is engaged in a marijuana-related 
business; and (iv) the fact that no additional suspicious activity has been identified.  Financial 
institutions should use the term “MARIJUANA LIMITED” in the narrative section.   
 
A financial institution should follow FinCEN’s existing guidance on the timing of filing 
continuing activity reports for the same activity initially reported on a “Marijuana Limited” 
SAR.6  The continuing activity report may contain the same limited content as the initial SAR, 
plus details about the amount of deposits, withdrawals, and transfers in the account since the last 
SAR.  However, if, in the course of conducting customer due diligence (including ongoing 
monitoring for red flags), the financial institution detects changes in activity that potentially 
implicate one of the Cole Memo priorities or violate state law, the financial institution should file 
a “Marijuana Priority” SAR. 
  
 “Marijuana Priority” SAR Filings 
 
A financial institution filing a SAR on a marijuana-related business that it reasonably believes, 
based on its customer due diligence, implicates one of the Cole Memo priorities or violates state 
law should file a “Marijuana Priority” SAR.  The content of this SAR should include 
comprehensive detail in accordance with existing regulations and guidance.  Details particularly 
relevant to law enforcement in this context include:  (i) identifying information of the subject and 
related parties; (ii) addresses of the subject and related parties; (iii) details regarding the 
enforcement priorities the financial institution believes have been implicated; and (iv) dates, 
amounts, and other relevant details of financial transactions involved in the suspicious activity.  
Financial institutions should use the term “MARIJUANA PRIORITY” in the narrative section to 
help law enforcement distinguish these SARs.7   
 


“Marijuana Termination” SAR Filings 
 
If a financial institution deems it necessary to terminate a relationship with a marijuana-related 
business in order to maintain an effective anti-money laundering compliance program, it should 


                                                 
6 Frequently Asked Questions Regarding the FinCEN Suspicious Activity Report (Question #16), available at: 
http://fincen.gov/whatsnew/html/sar_faqs.html (providing guidance on the filing timeframe for submitting a 
continuing activity report). 
7 FinCEN recognizes that a financial institution filing a SAR on a marijuana-related business may not always be 
well-positioned to determine whether the business implicates one of the Cole Memo priorities or violates state law, 
and thus which terms would be most appropriate to include (i.e., “Marijuana Limited” or “Marijuana Priority”).  For 
example, a financial institution could be providing services to another domestic financial institution that, in turn, 
provides financial services to a marijuana-related business.  Similarly, a financial institution could be providing 
services to a non-financial customer that provides goods or services to a marijuana-related business (e.g., a 
commercial landlord that leases property to a marijuana-related business).  In such circumstances where services are 
being provided indirectly, the financial institution may file SARs based on existing regulations and guidance without 
distinguishing between “Marijuana Limited” and “Marijuana Priority.”  Whether the financial institution decides to 
provide indirect services to a marijuana-related business is a risk-based decision that depends on a number of factors 
specific to that institution and the relevant circumstances.  In making this decision, the institution should consider 
the Cole Memo priorities, to the extent applicable.  
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file a SAR and note in the narrative the basis for the termination.  Financial institutions should 
use the term “MARIJUANA TERMINATION” in the narrative section.  To the extent the 
financial institution becomes aware that the marijuana-related business seeks to move to a 
second financial institution, FinCEN urges the first institution to use Section 314(b) voluntary 
information sharing (if it qualifies) to alert the second financial institution of potential illegal 
activity.  See Section 314(b) Fact Sheet for more information.8 
 


Red Flags to Distinguish Priority SARs 
 
The following red flags indicate that a marijuana-related business may be engaged in activity that 
implicates one of the Cole Memo priorities or violates state law.  These red flags indicate only 
possible signs of such activity, and also do not constitute an exhaustive list.  It is thus important 
to view any red flag(s) in the context of other indicators and facts, such as the financial 
institution’s knowledge about the underlying parties obtained through its customer due diligence.  
Further, the presence of any of these red flags in a given transaction or business arrangement 
may indicate a need for additional due diligence, which could include seeking information from 
other involved financial institutions under Section 314(b).  These red flags are based primarily 
upon schemes and typologies described in SARs or identified by our law enforcement and 
regulatory partners, and may be updated in future guidance.   
 


x A customer appears to be using a state-licensed marijuana-related business as a front or 
pretext to launder money derived from other criminal activity (i.e., not related to 
marijuana) or derived from marijuana-related activity not permitted under state law.  
Relevant indicia could include: 
 


o The business receives substantially more revenue than may reasonably be 
expected given the relevant limitations imposed by the state in which it operates.  
 


o The business receives substantially more revenue than its local competitors or 
than might be expected given the population demographics. 


 
o The business is depositing more cash than is commensurate with the amount of 


marijuana-related revenue it is reporting for federal and state tax purposes. 
 


o The business is unable to demonstrate that its revenue is derived exclusively from 
the sale of marijuana in compliance with state law, as opposed to revenue derived 
from (i) the sale of other illicit drugs, (ii) the sale of marijuana not in compliance 
with state law, or (iii) other illegal activity. 
 


o The business makes cash deposits or withdrawals over a short period of time that 
are excessive relative to local competitors or the expected activity of the business. 
 


                                                 
8 Information Sharing Between Financial Institutions: Section 314(b) Fact Sheet, available at: 
http://fincen.gov/statutes_regs/patriot/pdf/314bfactsheet.pdf. 
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o Deposits apparently structured to avoid Currency Transaction Report (“CTR”) 
requirements.  


 
o Rapid movement of funds, such as cash deposits followed by immediate cash 


withdrawals. 
 


o Deposits by third parties with no apparent connection to the accountholder.  
 


o Excessive commingling of funds with the personal account of the business’s 
owner(s) or manager(s), or with accounts of seemingly unrelated businesses.   


 
o Individuals conducting transactions for the business appear to be acting on behalf 


of other, undisclosed parties of interest.  
 


o Financial statements provided by the business to the financial institution are 
inconsistent with actual account activity. 


 
o A surge in activity by third parties offering goods or services to marijuana-related 


businesses, such as equipment suppliers or shipping servicers.   
 


x The business is unable to produce satisfactory documentation or evidence to demonstrate 
that it is duly licensed and operating consistently with state law.  
 


x The business is unable to demonstrate the legitimate source of significant outside 
investments.  
 


x A customer seeks to conceal or disguise involvement in marijuana-related business 
activity.  For example, the customer may be using a business with a non-descript name 
(e.g., a “consulting,” “holding,” or “management” company) that purports to engage in 
commercial activity unrelated to marijuana, but is depositing cash that smells like 
marijuana.  
 


x Review of publicly available sources and databases about the business, its owner(s), 
manager(s), or other related parties, reveal negative information, such as a criminal 
record, involvement in the illegal purchase or sale of drugs, violence, or other potential 
connections to illicit activity.  
 


x The business, its owner(s), manager(s), or other related parties are, or have been, subject 
to an enforcement action by the state or local authorities responsible for administering or 
enforcing marijuana-related laws or regulations.    
 


x A marijuana-related business engages in international or interstate activity, including by 
receiving cash deposits from locations outside the state in which the business operates, 
making or receiving frequent or large interstate transfers, or otherwise transacting with 
persons or entities located in different states or countries.   
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x The owner(s) or manager(s) of a marijuana-related business reside outside the state in 
which the business is located.  
 


x A marijuana-related business is located on federal property or the marijuana sold by the 
business was grown on federal property.  
 


x A marijuana-related business’s proximity to a school is not compliant with state law.   
 


x A marijuana-related business purporting to be a “non-profit” is engaged in commercial 
activity inconsistent with that classification, or is making excessive payments to its 
manager(s) or employee(s).  
 


Currency Transaction Reports and Form 8300’s 
 
Financial institutions and other persons subject to FinCEN’s regulations must report currency 
transactions in connection with marijuana-related businesses the same as they would in any other 
context, consistent with existing regulations and with the same thresholds that apply.  For 
example, banks and money services businesses would need to file CTRs on the receipt or 
withdrawal by any person of more than $10,000 in cash per day.  Similarly, any person or entity 
engaged in a non-financial trade or business would need to report transactions in which they 
receive more than $10,000 in cash and other monetary instruments for the purchase of goods or 
services on FinCEN Form 8300 (Report of Cash Payments Over $10,000 Received in a Trade or 
Business).  A business engaged in marijuana-related activity may not be treated as a non-listed 
business under 31 C.F.R. § 1020.315(e)(8), and therefore, is not eligible for consideration for an 
exemption with respect to a bank’s CTR obligations under 31 C.F.R. § 1020.315(b)(6).   
 


* * * * * 
 
FinCEN’s enforcement priorities in connection with this guidance will focus on matters of 
systemic or significant failures, and not isolated lapses in technical compliance.  Financial 
institutions with questions about this guidance are encouraged to contact FinCEN’s Resource 
Center at (800) 767-2825, where industry questions can be addressed and monitored for the 
purpose of providing any necessary additional guidance.   
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Medical Marijuana Business 


What Commercial Brokers Need To Know 
 


DMCAR Monitors Legislation  
DMCAR is actively monitoring and tracking the legislative discussions at the state, county and municipal 
level with regard to regulations of medical marijuana businesses.  Below you will find some useful 
resources and information aimed to keep DMCAR members educated and informed on the issue of 
medical marijuana.  
 


I. What does the state legislation say?  
 
The Colorado State Legislature passed the first comprehensive bill dealing with the regulation of medical 
marijuana, (HB10-1284) during the 2010 legislative session. The bill allows for the licensing of the 
following medical marijuana (MMJ) businesses in the state:  
 


1. Centers (aka dispensaries) – retail sales of medical marijuana to patients with a MMJ card  
2. Optional Premises Cultivation Operations (aka growing) – have to be held in ownership with 


a MMJ dispensary/center in the same jurisdiction  
3. Infused Product Manufacturers – manufacturing of products containing medical marijuana  


 
The State law permits MMJ businesses in any area that does not have its own local approved regulations.  
If local regulations have been adopted, they take precedence and must be complied with.  
 
Local governments can allow MMJ businesses by:  


A. Doing nothing and following the State law; or  
B. Adopting local legislation setting forth certain regulations for MMJ businesses  


 
Local governments can disallow MMJ businesses by:  


A. Adopting legislation to ban MMJ businesses; or  
B. Approval of a popular vote  


 
Many local jurisdictions are currently deciding whether to:  


1. Do nothing and permit MMJ business consistent with the State law;  
2. Pursue a local ordinance or initiative for popular vote to disallow MMJ businesses in the local 


jurisdiction; or  
3. Adopt legislation setting forth local rules and licensing regulations  


 


II. What are the MMJ laws in various Colorado cities and counties? 
 


The following section provides a basic overview, status and comparison of how certain Colorado cities 
and counties have regulated the medical marijuana businesses.  The Denver ordinance is discussed in 
detail.   
 
The chart below shows the status of MMJ laws in various jurisdictions in Colorado and whether they 
have: (a) prohibited all MMJ businesses by popular vote; (b) prohibited all MMJ business by council 
action; or (c) adopted local licensing regulations by council action. 







 


Prohibition (by popular vote) Prohibition (by council action) Regulations (by Council 
Action) 


Aurora Adams County (unincorporated) Boulder 


Broomfield Arapahoe County 
(unincorporated) 


Colorado Springs 


Douglas County 
(unincorporated) 


Centennial (moratorium until 
6/30/11) 


Commerce City 


Federal Heights Castle Rock Denver 


Lone Tree Cherry Hills Village Englewood 


Westminster Greenwood Village Fort Collins 


  Jefferson County (unincorporated) Greeley 


  Louisville (moratorium until 
4/30/11) 


Lafayette 


  Parker Lakewood 


  Superior Louisville 


 
* All jurisdictions with adopted regulations should be reviewed carefully before conducting any business in 
that jurisdiction, as regulations vary widely.   
 


City & County of Denver: 
 
On February 22, 2011, Denver City Council adopted the Denver Medical Marijuana Code (DMMC).  The 
DMMC allows licensing of medical marijuana businesses in the City & County of Denver and establishes 
specific standards and procedures for local licensing of medical marijuana centers (dispensaries), 
optional premises medical marijuana cultivation operations (growing facilities) and medical marijuana 
infused products manufacturers.   
 
The following is a summary of some important aspects of the DMMC. 
 
Obtaining a License:   
The first item the DMMC sets forth for any MMJ business in Denver is the requirement to obtain or renew 
a license in the City & County of Denver by July 1, 2011.  Regardless of whether a preexisting license has 
been obtained, all licenses must be renewed by July 1, 2011. 
 
Term of Licenses:   
All MMJ licenses are valid for a period of two years and must be renewed consistent with the City’s 
regulations set forth in the code. 
 
Licensing Requirements:   
The following is a synopsis of some of the licensing requirements for medical marijuana centers, optional 
premises cultivation operations and infused projects manufacturing in Denver. 
 


Medical Marijuana Centers (Dispensaries): 
a) Tax Bond – procure and file with the City a tax bond of $5,000 
b) Area map – drawn to scale, indicating land uses of property within a 1,000-ft radius of the 


location, depicting the proximity to any school or child care establishment; to any other 
medical marijuana center; to any alcohol or drug treatment facility; or to any residential or 
U-MS-2x zone district 


c) Prohibited locations 
1. In any residential zone district as defined by the zoning code of the city; in any 


MS-2, MS-2x, MX-2, MX-2A or MX-2x zone district as defined by the zoning code 







of the city; or in any location where retail sales are prohibited by the zoning code 
or by any ordinance governing a planned unit development 


2. Within one thousand (1,000) feet of any school or child care establishment 
3. Within one thousand (1,000) feet of any other medical marijuana center 
4. Within one thousand (1,000) feet of any alcohol or drug treatment facility 


 
Optional Premises Cultivation Licenses (Growing Operations): 


a) Compliance with zoning 
1. “Permitted Locations” – a cultivation license may be issued in any zone district 


where, at the time of application for the license, plant husbandry is authorized as 
a permitted use under the zoning code.  The only zone districts in the new 
Denver zoning code that allow plant husbandry are as follows:   


i. I-A (light industrial) – must be 500-ft from any residential zone district 
ii. I-B (heavy industrial) – allowed without limitation 


2. “Grandfathered Locations” – prior to July 1, 2011, a cultivation license may be 
issued in a location where plant husbandry is not a current permitted use, but is 
already occurring as a compliant or non-conforming use under the zoning code, if 
and only if the applicant meets the following requirements: 


i. A zoning permit for plant husbandry was applied for on the same zone lot 
on or before July 1, 2010 


ii. The applicant (or whomever the applicant acquired the property from) 
applied for a cultivation license on the same zone lot with the State 
Medical Marijuana Licensing Authority on or before August 1, 2010  


iii. The applicant (or whomever the applicant acquired the property from) 
can produce to the satisfaction of the Director, documentary or other 
empirical evidence that the applicant had in fact commenced the 
cultivation of medical marijuana on the zone lot prior to January 1, 2011 


3. “Renewal Hearings for Grandfathered Locations” – any cultivation licenses 
granted for “grandfathered locations” pursuant to paragraph #2 above shall be 
subject to a public hearing prior to any renewal of the license (every two years).  
The public hearing will be conducted by a hearing officer, similar to those for 
liquor license applications and anyone can show up and testify.  If, at the hearing, 
the cultivation location is found to meet any one of the four criteria (i, ii, iii, or iv) 
below, the license may not be renewed: 


i. The existence of the medical marijuana cultivation on the licensed 
premises has frustrated the implementation of the city’s comprehensive 
plan and any adopted neighborhood plan applicable to the subject 
property 


ii. The existence of the medical marijuana cultivation operation on the 
licensed premises has negatively affected nearby properties or the 
neighborhood in general, including by way of example any adverse 
effects caused by excessive noise, odors, vehicular traffic, or any 
negative effects on nearby property values 


iii. The existence of the medical marijuana cultivation operation has caused 
crime rates to increase in the surrounding neighborhood 


iv. The continued existence of a licensed medical marijuana cultivation 
operation in the subject location will have a deleterious impact on public 
health, safety and the general welfare of the neighborhood or the city. 


 
Medical Marijuana Infused Products Manufacturing License: 


a) Compliance with zoning; grandfathering of existing locations – A local license for medical 
marijuana infused products manufacturing may be issued for any zone lot where “food 
preparation and sales” or “manufacturing, fabrication and assembly, general” is permitted 
by the Denver zoning code.  Any zone lot where any person qualified as a “locally 
approved” medical marijuana-infused product manufacturer as of July 1, 2010 in 
accordance with section 24-411 (c) and the CMMC (Colorado State Code) may also 







qualify for licensing under this section provided such manufacturing is considered a 
compliant or non-conforming use in that location under the zoning code. 


b) Sanitation, product labeling, and public health standards – Sanitary standards for medical 
marijuana marijuana-infused products manufacturing shall be as provided by the CMMC 
and any other applicable state laws and regulations. Any and all medical marijuana 
products packaged by a licensed medical marijuana manufacturer shall be labeled in 
accordance with state law. 


 
 


This information will be updated on a periodic basis, as laws change.  The information provided in this 
document should not be considered precise law.  This is a summary and is intended for informational 
purposes.   
 
Please contact DMCAR Government Affairs Liaison Sean Maley for more information at 303-570-3096 or 
smaley@crlassociates.com. 
 
3/1/11 
 This document is prepared for informational purposes only. It is recommended that you consult corporate council on specific issues related to Medical Marijuana in real estate. 
Federal law precedes local and state legislation and prohibits MMJ business. 
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