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BEFORE THE DEPARTMENT OF CANNABIS CONTROL 

STATE OF CALIFORNIA 

In the Matter of the Notice of Violation 
Issued to: 
 
BEAR BUTTE FARMS, LLC, 

Respondent 
 

Case No. COM2-4054 

OAH No. 2020110600 

 
ORDER OF DECISION 
 

 
 

DECISION 
 

The Department of Cannabis Control hereby adopts the Stipulated Settlement of Citation 

and Order, attached hereto, as its decision in the above-entitled matter. 

Although I previously remanded this case for further factfinding by an ALJ to determine 

whether the violations at issue here threatened the integrity of the regulated market, the parties 

have instead negotiated a settlement without further ALJ factfinding.  I am satisfied that the 

settlement—which, among other things, prevents Respondent and its owner from holding any 

California cannabis license for at least five years and imposes substantial financial penalties 

totaling more than $1.6 million if Respondent or its owner ever willfully violate California’s 

cannabis laws—is sufficient to protect the integrity of the regulated market in the specific 

context of this case. 

This case was first brought in 2020, prior to the creation of the Department; I expect that 

superficially similar cases would be investigated and prosecuted differently today.  In approving 

this settlement, I reiterate what I said the last time this case came before me.  The Department 

“will not hesitate to take strong action to protect the integrity of the regulated market: if licensees 

are diverting cannabis or cannabis products from the regulated market to the illicit market (or 
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inverting illicit cannabis or cannabis products into the regulated market), the Department will not 

hesitate to impose the strongest possible penalties against those licensees.”  (Order of Decision 

(Nov. 16, 2021), p. 3.)   

I also reiterate my prior warning that evidence of diversion may well require nothing 

more than the absence of compliance with track-and-trace requirements: 

When cannabis or cannabis products are clandestinely diverted to 
the illicit market, there may well be no evidence of such diversion 
other than the resulting absence of that cannabis or cannabis 
products from the track-and-trace system and the regulated market. 
Conversely, the fact that cannabis or cannabis products are missing 
from the regulated market, and cannot otherwise be lawfully 
accounted for, may give rise to a reasonable inference that the 
cannabis or cannabis products have been clandestinely diverted. 
 
(Ibid. at p. 4, fn. 2.)  
 

Licensees who fail to comply with track-and-trace requirements, and who cannot show that their 

failure had nothing to do with diversion to the illicit market, should be prepared to face serious 

penalties. 

On the other hand, the Department seeks to reassure responsible operators in the 

regulated market that it will wield its enforcement discretion in ways that recognize their 

reasonable, good-faith efforts to comply with California’s cannabis laws—and that, while it will 

not overlook their other regulatory lapses, it also will not conflate those lapses with more 

egregious misconduct, such as willful diversion or inversion.”  (Ibid.)  As I said before, the 

Department “intends to exercise its enforcement discretion such that particularly severe penalties 

(such as the very large fines at issue [in this case]) are aimed at particularly serious violations, 

such as violations that threaten to undermine the integrity of the regulated market.”  (Ibid.) 

 With these observations, I am approving the settlement.  This Decision shall become 

effective immediately. 
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IT IS SO ORDERED this 1st day of March, 2023. 

 
 
 
By: __________________________ 

       Nicole Elliott 
       Director 
       Department of Cannabis Control 

Nicole Elliott
Digitally signed by Nicole 
Elliott 
Date: 2023.03.01 09:32:07 
-08'00'
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