1 North San Antonio Road
Los Altos, California 94022-3087

MEMORANDUM

DATE: June 12, 2018
TO: City Council
FROM: Chtis Jordan, City Manager

SUBJECT: Additional Information for Discussion of Cannabis

For the Council’s discussion of a possible cannabis tax and cannabis regulations, attached are two
documents:

1) Survey results from our on-line survey regarding the community’s thoughts on possibly
allowing cannabis retail outlets in Los Altos

2) A list of local cannabis taxes. (Note: This information is probably several months old.)

Attachment



Commercial Marijuana Businesses in Los Altos
To what extent, if any, should the City allow commercial marijuana businesses to operate in Los Altos?

Summary Of Responses

As of June 12, 2018, 11:24 AM, this forum had:

Attendees: 1028
Responses: 815
Hours of Public Comment: 40.8

This topic started on May 21, 2018, 2:45 PM.,
This topic ended on June 12, 2018, 7:16 AM.

Should the City allow commercial marijuana distributors (storefronts where marijuana products can be
purchased) to operate in Los Altos?

% Count
Yes 33.3% 271
No 66.7% 544

Should commercial distributors be allowed to operate in any retail commercial location, such as a
shopping center?

% Count
Yes s 24.8% 200
No 69.9% 563
Don't know / Unsure | 5.3% 43

Which, if any, retail district should the City consider if commercial distributors are allowed to operate in
Los Altos? (select all that apply)

% Count
Downtown 21.5% T
Loyola Corners 20.0% 159

Commercial Marijuana Businesses in Los Altos
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Commercial Marijuana Businesses in Los Altos
To what extent, if any, should the City allow commercial marijuana businesses to operate in Los Altos?

% Count
Rancho Shopping Center §34 21.1% 168
Village Court FE 19.5% 155
Woodland Plaza B 17.7% 141
Foothill Crossing e 19.7% 157
El Camino Real BT 39.9% 318
None ESTr 59.3% 472

Do you think the City should limit the number of commercial distributors?

% Count
Yes e e 69.8% 542
No A 152% 118
Don't know / Unsure B 15.1% 117

If you answered 'Yes' above, what is an appropriate limit to the number of commercial distributors?

% Count
1 B 19.1% 131
1-3 B 19.1% 131
3-5 [ 7.6% 52
5 or more | 0.9% 6
Not applicable Pt 53.4% 367

Should the City allow delivery services of marijuana to operate in Los Altos? (Delivery services include
deliveries originating or terminating within the Los Altos City limits.)

Commercial Marijuana Businesses in Los Altos
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Commercial Marijuana Businesses in Los Altos

To what extent, if any, should the City allow commercial marijuana businesses to operate in Los Altos?

%

Yes PR 40.0%
No e 52.1%
Don't know / Unsure il 7.9%

Count
322
420

64

Please indicate your primary concerns about the retail sales of cannabis products in Los Altos (select

all that apply):
%

lllegal sales to those under 21 G 64.5%
Parking impacts on surrounding FE 27.7%
businesses

Increased crime P g 54.6%
Unattractive signage or building o 42.2%
facade

Other Feet 26.7%
Not applicable i 9.3%

Count
508
218

430
332

210
73

Do you have any additional comments about this issue?
Answered 271

Skipped 544

.alcohol all allow altOS any business CANNADIS commercial

community dO don drug from iustlegal like 10S marijuana
medical MOr€ need other PeOpPle S sales so stores t than they

think those town under USG Want what where WhO
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Tax Rates for Cannabis in California Cities and Counties

California Counties

1) For Dutdoor and Mixed Light Licensees or Registrants: $2.00 per square foot of registered or permitted canopy area commencing upon adoption of the
voters untll the Department of Food and Agriculture has established and implemented a track and trace program under Business and Professions Code 19335
et se. And thereafter 345.00 per pound of dry weight flower and pud and $10.00 per pound of dry weight trim; 2)For Indoor Licensees or Registrants: 55 00
Calaveras County per square foot of registeredor permitted canopy area commencing upon adoption of the voters until the Department of Food and Agriculture has established
and implemented 3 rack and trace program under Business and Professions Code 19335 et seq; and therealter 570,00 per pound of dryweight ower and bud
and $15.00 per pound of dry welght 1rim; 3}A gross proceeds tax of seven percent (7%) on the manufacturing of cultivated cannabls; and a yross proceeds rax
uf seven percent [79%) on retail madicingl or Tegal cannabls storefronts, collectves, and dispensaries lor general governmental purpbses dpon appraval of the

volers.
[Humholdl County | There is a 51 - $3 per square fool, based upon type of grow, annual commercial marijuana cultivation tax. [Measure 5.|
Inyo County There is a 5% gross receipts tax on commercial marljuana businesses (but no less than 31,250 per growing cycle for cultivation businesses) in the
| I d area of inyo County, with an increase to a masimum of 12.5% over time. (Measure | (November 2016].)
There is a of $1.00 per square foot of an outdoor cultivation site, 52.00 per square foot of a mixed-light cultivation site, and $3.00 per square foot of an indoor
Lake County
cultivation site, subject to annual CPl {(Measure C (November 2016).)
[Mendocine caunty | There Is 3 2.5 percant to 10 p tax on growers and flat $2,500 rate a year on other op s (Measure Al and M A (2016}.) ]

There is a tax on commercial marijuana businesses in the unincorporated area of Monteray County only (Aot cities) up 1o a maximum of: $25 per square foot
on cultivation with an annual adjustment by Consumer Price Indes {CP1) thereafter; 55 per square foot on nurseries with annual CP1 adjustment thereafter; and

10% of Eross recelpts on other marijuana business activities with no CPI._[Commercial Cannabis Activity Tax 8allot Measure [Nov, 2016}.)

Monterey County

Thire |5 & 1 tax with & maximum tax rate of 10% of gross recelpts bul sets the initial tax rate at 7%, The ordinance broadly deflnes “cannabis business' 1o
Santa Cruz County Include any for-profit or non-profit business that distributes, delivers, dispenses, exchanges, barters or sells either medical or non-medical cannabls and
Includas, but i not limlted to, fieol 1w ives and businusses. and any other business which transports, manufactures, compounds, converts,

processes, prepares, stores, packages, sells nl whnll's:lle, or sells at retail, cannabli or products made of cannabis. (Tit. 4, Ch. 4.06 - Cannabis Business Tax.)

Solano Counf :
h There is a general business license tax on marfjuana businesses within the County of up to 15% of annual gross receipts. (Measure € {2016).) —‘
L'T County |A cannabis tax measure on the March 7, 2017, ballot passed. Iti am 10% tax on ¢ bis businesses. |

California Cities

Adelanto
Voters approved an excise tax on each commaercial marijuana activity business of not more than five percent of the gross revenue, (Measure R {2016).) l
alkiai There is a tax on for-profit marijuana dispensarles at 525 per 51,000 of gross recelpts, Non-profit marijuana dispensaries were to be taxed at the rate of 525
v per square foot. {h G (2010).)
[Alturas [There is a cannabis tax of 10% of gross recelpts. (Ord, 506) ]
Bakersfield " i i 3 . el s
[The next election will have the "Medical Cannabis Initlative" on it, which Includes a proposed 7.5 percent of all cannabis gross income,
|Be}|fluwer Measure 8 - C bis Tax passed on the March 7, 2017, It has tiered tax rates for all bis license types
= For commercial cannabis cultivation {except for nurseries) the tax would be 515,00 per fiscal year, per square foot of autherized space. Commencing July 1,
2020, this tax will increase each fiscal year by $2.50 per square foot until it reaches a maximum annual tax rate of $25.00 per square foot. For nurseries, the tax
would be 52.00 per square foot of authorized space. Beginning luly 1, 2020, this wax will increase each fiscal year by $1.50 per square foot until it reaches a
maximum annual tax rate of $5.00 per square foot,
* Every person transporting cannabis or cannabis products from one permitted business location of one permittee to another must pay an annual tax of
51,500.00 per year.
* Every person who operates a dispensary, manufacturing facility, testing laboratory, or distribution facility, or engages in delivery of cannabis in the City must
pay an initial annual tax of 5% of the gross recelpts per fiscal year. That rate would increase on July 1, 2020 (and for each fiscal year thereafter) by 2.5% until it
reacheas an annual maximum (ax rate of 10%.
Note: Beginning July 1, 2024, and continuing each luly 1st thereafter, non-gross receipt based cannabls taxes [cultivation, nurseries, and transportation) would
Increase based upon the consumer price index
Berkeley In Berkeley, voters approved Measure 5, which enacts a 2.5 percent business license tax on medical marijuana operators. The new fee will be imposed in
|addition to the Berkeley's existing business tax, which applies to all businesses that operate within the municipal limits.
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Tax Rates enacted by Measure A lapproved 6/6/17];
For cultivation:

. Seven dollars ($7.00) annually per square foot of canopy space in a facility that uses exclusively artificial lighting,

b, Five dallars ($5.00) annually per square foat of canapy space in a facility that uses a combination of natural and supplemental artificial lighting.
California City c. One dollar ($1.00) annually per square foot of canopy space in a facility that uses no artificial lighting.

d. Fifty cents ($0.50) annually per square foot of canopy space for any nursery.

For testing laboratories: two percent (2%) of grass receipts.

Far all other cannabis businesses: six percent {6%) of gross receipts,

Icampbnll [Gross receipts tax al the initial rate of 7% and a maximum rate of 15% (Measure A, 4-25-2017) |

Thare is a tax of $25 per square foot of space utilized for cultivation and 18% of gross proceeds (adjusted annually on July 1 based on CPI} apply on all cannabis

n i
Carian Clty {refared business activities in Carson with annual revenues ranging from $500,000 to 53.5 million. {Measure KK [November 2016).)
Cathedral City Retail sales - maximum rate of 5,15 on each $1.00 1n sales; cultivation — use tax of a maximum of $25 per gross square foot of bullding space; manufactured
ioducts — use tax at a maximum of 51,00 per Bram or ounce of f | product. (M e P(2016]))
[Cloverdala {Thare is a business tax at a rate of up to ten pereant of gross recaipts,
1. Up to a maximum of six (6) cents for each $1.00 of gross receipts or fractional part thereof, whether at wholesale or retail, subject to adjustment by the City
Coachella
Councll pursuant o Section 4.31.050; and

2. Up to a maximum of fifteen dollars (515.00) per square foat of space utilized in connection with the cultivation/manufacturing of cannabis or cannabls-
|infused products, subject to ad) by the City Council prursuant to Section 4.31.050.

)

There are two taxes. The first is a tax on all cannabls businesses of $25.00 per square foot used in connection with each commercial marijuana operation for
Conlingn the first 3,000 square feet, and $10.00 per square foot for each additional square faol thereafter. The second is a 10 percent of the gross receipts on
disp los, (Muasure G and Measure £ {November 2016) )

[costa Mesa |There is 8 cannabis busi tax of six percent based on the grass receipts of the b (69-29.5,) ]

There s a tax on sellers of racreational marifuana of up to 10 percent af the annual grass recelpts. (Measure C [June 2016).)

Davis Cannabis manufacturing, cannabis research and development, and cannabis testing: 5% for receipts from 50-550,000/manth; 4% for recelpts from $50,001 to
5100,000/month; 3% for recelpts over $100,001/month,

There are twa cannabis taxes. The firstis a tax of $25 per square foot for the first 3,000 square Feet, and then 10 per square foat for the remaining spare
Desert Hot Springs utilized in connection with the cultivation of marijuana for medical or recreational use. The second is a ten percent tax on the proceeds from the sale of
ji for medical ar casual/recreational use (Measures HH and I (Movember 2014),)

tikon The city imposes a 15% tax on the gross receipts of c is busi and disp ies if such businesses or dispensaries are approved to operata in the City
of Dixon. Dixon passed an ordinance prohibiting cultivation and distribution of medical marijuana in January 2016,

Fillmore There are two taxes. The first is 2 $30 per square foot for the fisst 3,000 square feet of space, and not to exceed $15.00 per square foot for the remaining
space, tax on space used For the cultivation of marijuana with annual CPI increases. The second Is a tax not to exceed 15% of ali proceeds of marijuana sales

Gonzales There is a tax of $15 {may go to $25) per square foot on marijuana cultivators and 5% (may go to 15%) on the annual Bross receipts of marijuana

Facturors, (M o W N ber 2016).)

Greenfleld There are two takes. The cuitivation tax shall not exceed 525,00 per square foot; a CPI may be adjusted annually; all other cannabis activities shall be taxed ata
rate not to exceed 10%. (Measure O (November 2016).)

[Grover Beach There are three taxes. 1. Commerelal Medical Marijuana Actlvates: 5% tax on gross receipts. 2, Non-inedical Commercial Medical Marijuana Activities: 10% tax
an gross recelpt 3. Cultivation and Nurserins: $25 per sq ft on the first 5,000 39 ft and $10 per 3q fton the remainder. (Measure L-16 {2016}.)

Hayward There is a tax of up to 15% of gross sales for afl products associated with medical or adult use of cannabis, from cultivation, distribution, Facturing, and
rotailing of cannabis or products derived therefrom, if the City of Hayward cannabis business activities, (Measure EE [November 2016),)

There is a tax on lawful medical and nonmedical marljuana businesses at $25.00 per square foot for the first 5,000 square feet and 510,00 per square foot
King Clty theraafter for cultivation; not to exceed $5.00 per square foot for nursaries; $30,000,00 each for manufacturing and testing facilitles; and it may be adjusted
lly by €L (M e J ber 2016),)

La Puente There is an annual business license tax of 10% per $1,000 of gross receipts on markjuans products.

Lemon Grove A Business permit tax 1s set at fifteen dollars plus twoe dollars a person ugp to fifty emplayees, Mobile dispensarics, with no fixed business location in Lemaon

Grove, shall pay fifteen dollas plis two dollars per employse, m of lifty A per Dispensary member charge of fifteen dullars is also requlred.
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Medical Marijuana Retail Sales or Delivery: 6% of gross receipts {Council can increase to 8%)
Recreational Marijuana Retail Sales or Delivery: 8% of gross receipts (Council can increase to 12%)
See 3.80.261(C){3) for businesses engaged in hath medical and recreational retail sales ar delivery.

Long Beach
8 Medical/Recreational distribution, transport, processing, or testing: 6% af gross recelpts {Councll can increase to 8%)

See 3.80.261(C){4) for businesses engaged in retall sales or dellvery as well as distrlbution, transpart, processing, or testing.
tedical/Recreational cultivation: $12 per sq foot [Council can ingrease Lo $15)

Lis Al Los Angeles has two: 1) Medical Cannabis Business Tax of 6% of gross recelpts, (LA Muni. Code Art. 1, Ch. 11 §21.50.) 2) On the March 2017 ballat, voters added

& a tax of 8% of gross receipts from adult use marijuana sales.

Marysville There are iwo cannabis taxes for both medical and recreational; 1) up to 15% gross receipts; and 2) up to 525 per square foot on cultivation, (Measure F
(November 2016).)

|cakland | Gakland alsg has a Medical Cannabis Business Tax of 5% of gross receipts. (§5.04.480.) ]

|Palrn Springs [ There Is a tax at a rate of 15 cents per 51.00 of praceeds on c bis or marijuana collectives operating in the City. (§ 3.35.010,) |

o There is a maximum tax rate of ten cents far each $1 of dispensary proceeds, and if cultivaton is all , an annual maxi tax rate of 525 per square fant
of cul area, subject to CPI adjustments. (Measure J (November 2016).]

Pittsburg The city imposes a tax on al| for-profit and nonprofit medical and recreational marijuana businesses within the city of no more than 10% of gross receipts.
Persanal cultivation of marijuana that is not sold, bartered or exchanged is excluded from this tax,

Point Argna There is a tax of up 1o 7 cents per each 51,00 of proceeds or fractional part thereof on non-medical cannabis or marljuana businesses, and a tax of up 1o 3 cents

|per each $1.00 of praceeds or fractional part thereof on medical cannabis or marijuana businesses, (M 8 AE | 2016).)

Rancho Cordova

Thera are two types of cannabis taxes: 1. Businessas: A, Every for-profit cannabis business with annual gross receipts of 51,000,000 or less shall pay an anoual
tan of $120.00 for each 51,000 of gross receipts, B, Every for-profit cannabls business with annual gross receipts of over 51,000,000 shall pay an annual ty of
5120,00 for each 51,000 of gross receipts for the first 51,000,000, and then $150,00 for each $1,000 of gross recaipts over $1,000,000, €, Every nonprofit

B ion ¢ ks busl , including all of its ancillary locations regardless of the number of square leet it occuples, shall pay an annual tax of $100.00 per
square foot on all t imp ients accupled by the cannahis busi
11. Personal Cultivation: 1. For indoor cultivation: a. if the cult d area is equal to or less than 25 square feet, 5600.00 per year for each square foot of

cultivated area; or b, If the cultivated area is over 25 square feet, $900.00 per year for each square foot aof cultivated area. 2. For outdoor cultivation:a, If tha
|eultivated area is equal to or less than 25 square feet, 5600.00 per year for each 12.5 square feet of cultivated area; or b. If the cultivated area is over 25 square
fewt, $900.00 per yeur for each 12,5 square feet of cultivated area.

[Richmend | There is a 5% tax on gross sales receipts of marijuana. (§7.04.139,) |
|Sacramento | There is a 4% tax on gross receipts. (5 3.08.205.) |
Saliag There is a tax of 515 per sguare foot for the first three years, with a ceiling of 525 per square foot proposed for cultivation. The other three business types are
taxed 5% of gross revenues for the first three years, with a max of 10% of gross revenues, (Measure L [2016) )
San Diego Every Qperator engaged in Cannabis Business in the City shall pay a Cannabis Business Tax at a rate of up to 15 percent of Gross Receipts, Commencing an
December 12, 2016, the Cannabis Business Tax rate shall be five percent of Gross Receipts. Commencing on July 1, 2019, the Cannabis Business Tax rate shall
be set at eight percent of Gross Recaipts unless the City Councll, by ordinance, takes action to set 3 different tax rate, {Ch. 3, Art 4, Div. 1))
S —— There is a cannabis business tax set at 6% of gross receipts until June 30, 2019 and increasing to 7% on July 1, 2019 and 8% on luly 1, 2021 [§2-27--400 & Resa.
2017-044.)
{5an Jacinto There are the following tax rates:
» 5.15 for each 51,00 of gross receipts for retall sales
= 510 per square foot for distribution, transpart, and other commercial activity.
» 515 per square foot for outdoor cultivation of cannabis.
* 515 per square fool for lesting of any type of marijuana,
= 525 per square foot for indoor cultivation of cannabis,
» 525 per square foot for facturing of marijuana of any type.
[san Jose [5an iose has a Medical . is Busi Tax of 10% of gross receipts. (San Jose Muni. Code §4.66.250(D).) 1
[santa Ana [ Santa Ana has a Medical Cannabis Business Tax of 10% of gross recelpts, (Santa Ana Muni. Code §21-127{bK1).) ]
[santa Barbara | There is a tax of 20% of gross receipts for medical marijuana and non- medical marijuana. (Measure D2016 {November 2016).) |
Santa Cruz s s s § .
There is a 7 percent tas on all gross receipts of marijuana busi in the city. The city is authorized to increase this tax to up to 10 percent. (55,07 070 )
Tax Rates enacted by Measure D (approved 6/6/17):
Initial cannabis business tax rates, shall be set as follows for 3 term of 2 years beginning the day the Ordinance goes Inta effect:
Santa Rosa

a. Cultivation Initial Rate: 2% al gross iecelpts or $5 00 per square foot of cannabis cultivation area, at the taxpayer's election
b, Manufacturing initial Rate: 1% of gross raceipts

¢, Distribution Initial Rate: 0% (instead subject to standard city business tax under Santa Rosa City Code Chaptur 6-04)

d. Dispensaries: 3% of gross receipts {recreational only and only after state and local regulations are in place)
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(Seaside Up to 10% of gross receipts of a marijusna business, [Measure G, lune 2017)

Shasta Lake There is o 6 parcent tax on the retall sale of medical marljuana, The city is authorized to Increase this tax to up to 10 percent, (§3.17.010.)

Stockton has two Medical Cannabis Business Taxes for an annual combl neek 15% gross recelpts tax (5% of gross receipts (Measure Q {2015)) + 10% af gross
Stockton receipts from Stockton Munl, Code §5,99,030(A)).
Vallejo ; - s 3

There Is a tax on mari| busi in the city at the rate of 10% of gross recelpts,with a minimum bass tax of S500. (M C M 2011).)

Watsonvilie l There is a tax of not more than $20 per square foot per year of canopy araa, not more than 2.5% on gross receipts from manufaciured cannabils produrct, and
et mare than 10% on gross receipts from the retail sale of cannabls, (Measure L (2016),)




