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I.

ISSUE BACKGROUND

1
1
4
8
11

In states that have recently legalized adult-use cannabis, media coverage has often
highlighted the significant tax revenues expected to be generated. Some have cited these
revenues as one of the primary arguments in favor of legalization. 1 However, it is
important to consider these potential revenues in the context of overall budget amounts,
and in comparison to costs associated with cannabis regulation, education, and
enforcement.
A number of considerations should factor into the design of an overall approach to
taxation, particularly given the emerging nature of the licensed cannabis industry. Broadly
speaking, taxation structures should strive to be fair and equitable in their application, and
not to be overly cumbersome in their administration. Tax rates should be sufficient to
support regulatory costs, at a minimum, but not so high as to inhibit the transition from
unregulated and illegal markets to the legal, regulated marketplace.
Taxes, fees, and fines each generate revenues for state and local governments, however
there are some differences. Taxes are the broadest of the three, generally applying to
anyone who purchases or uses a product or service, and require voter approval. Fees
are intended to recover the costs of performing a specific function, such as reviewing an
application or conducting inspections at a business. 2 Fines are intended primarily as a
punitive measure for those who fail to comply with laws or regulations.

II.

CONSIDERATIONS RELATED TO TAXATION
A.

Purposes of taxing cannabis

Taxes may serve different purposes. The primary purpose of most taxes is to generate
revenues to fund government services. However, certain taxes are also intended to shape
consumer behavior. Tax incentives are commonly offered to encourage consumers to
take a certain action, such as purchasing an electric vehicle. Conversely, “sin taxes” are
often levied on alcohol and tobacco in order to discourage individuals from consuming
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these products, without actually making the use of these products illegal. While research
has indicated that price is often a significant factor influencing consumer decisions, some
have criticized “sin taxes” as a form of “social engineering” and for their regressive nature
(meaning the less money a person makes, the larger percentage of his income these
taxes consume). 3
B.

Determining an appropriate tax rate
1.

Competition from the illicit market

When deciding a taxation rate for cannabis businesses, a variety of interconnected factors
must be considered. One of the foremost considerations is to ensure that the licensed,
regulated market remains competitive with the illicit, unlicensed market, the latter of which
is entirely untaxed. This is a particular concern in the initial stages of licensing. As the
legal marketplace becomes more established and economies of scale are realized, prices
tend to fall, which may allow for a higher tax rate without the risk of driving consumers to
the illicit market. 4
2.

Parity with nearby cities

Cannabis tax rates in nearby jurisdictions are another important consideration. If taxes
are significantly lower in nearby cities or states where cannabis is legalized, consumers
are likely to purchase cannabis there, in much the same way that jurisdictions with less
restrictive hours of operation may attract a larger share of business.
3.

Different tax rates for medical vs. non-medical cannabis

Many states, counties, and cities have established different tax rates for medical and nonmedical cannabis. The rationale for such a policy is that those who need cannabis for
medical purposes should be able to obtain it at a reasonably affordable price. Proponents
of this viewpoint cite the fact that medical and pharmaceutical products generally are
exempt from taxation.
One concern with having a lower tax rate for medical cannabis is that individuals without
a legitimate medical need for cannabis will falsely claim to have such a medical condition,
in order to take advantage of the lower tax rate. This is most likely to be an issue when
there is a significant differential between the medical and non-medical tax rates, and when
the qualifying medical conditions are relatively broad or loosely defined.
In Washington state, certain low-THC medical cannabis products are exempt from sales
and use taxes. 5
4.

Allowing for tax rate adjustments within a range

As described in the previous sections, it can be challenging to set cannabis tax rates that
appropriately balance multiple objectives. Moreover, market dynamics tend to change
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over time, particularly in the early stages of legalization, and this may require a periodic
reevaluation of tax rates to ensure that they still adequately serve policy goals and
revenue needs.
In general, any change in local tax rates requires voter approval. In the case of cannabis,
some jurisdictions have adopted tax ordinances that specify a range of tax rates rather
than one specific rate. Raising or lowering taxes within the range typically only requires a
vote of the local governing body (e.g. City Council or Board of Supervisors). This
approach allows for regulators to respond to rapidly changing market conditions in a more
nimble way.
C.

Tax structures

Complex tax structures have proven difficult to implement and enforce. Washington State
initially adopted a three-tier tax structure for adult-use cannabis, imposing a separate 25%
tax on cultivation, processing, and retail sale. This tax was problematic in several ways.
Many argued the overall tax burden was too high, a problem that was compounded
because the manner in which taxes were paid required cannabis businesses to report
them as revenue to the federal government. When combined with local taxes, the overall
tax rate was approximately 95%. At the same time, the medical cannabis market in
Washington was largely unregulated. As a result, sales of adult-use cannabis in the legal
marketplace were slow to take off. In response to these problems, state legislators
substantially revamped the tax rates and structure one year after legal sales began.
Instead of taxing at three different points in the supply chain, Washington only taxes retail
sales under the new system, and funds that businesses pay in state taxes are no longer
reportable as income to the federal government. 6
On the other hand, taxing various types of cannabis businesses separately does provide
local governments with additional certainty in terms of how much revenue they can expect
to take in. If a jurisdiction elects to tax cannabis retailers only, but other cannabis
businesses (e.g. cultivators and manufacturers) become the dominant form of the industry
there, the tax structure may not allow for sufficient revenue collection.
Another consideration when structuring a cannabis taxation scheme is what basis will be
used to calculate the amount of tax imposed. In Colorado, taxes on cannabis sales are
calculated based on the average market price (as calculated by the state at regular
intervals), rather than the actual price paid in any one transaction. California will also use
this approach for taxing cannabis sales starting in 2018.
In the case of cannabis cultivation, some jurisdictions impose a tax based on square
footage of canopy, rather than value or volume of cannabis produced. The cities of Los
Angeles and Long Beach are two local examples of jurisdictions that impose this type of
tax on cultivation.
For retail sales, one novel approach would be a potency-based tax, based on the
milligrams of THC (or for edible products, THC “equivalent”). Such an approach would
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arguably be better-suited to the increasing variety of non-traditional forms that cannabis
products can take, such as concentrates. However, calculating a potency-based tax
would likely be more complicated than a tax based on value or weight. There is also some
evidence that market prices align naturally with potency, meaning that consumers will pay
the same amount for a milligram of THC regardless of form, in which case a potencybased tax might have effectively the same results as a standard tax.

III.

CANNABIS TAXATION IN DENVER, SEATTLE, AND PORTLAND
A.

Tax rates

As demonstrated in the following table showing cannabis tax rates in Denver, Seattle,
and Portland, there is significant variation among the total tax rate, and the differential
between adult-use and medical tax rates.
Note that the tax rates shown below do not include taxes on cultivation, manufacturing,
testing, or distribution, nor do they include exemptions on certain medical cannabis
products.
Denver, CO
Adult-use

State
25%
taxes
Local
7.15%
taxes
Total tax
32.15%
rate
%
of
66%
sales

Medical

Seattle, WA
Adult-use

Medical

Portland, OR
Adult-use

Medical

2.9%

43.5%

37%

17%

0%

3.65%

3.6%

0%

3%

0%

6.55%

44.1%

37%

20%

0%

34%

88%

12%

73%

27%

SOURCES: Leafly, “Cannabis Tax Rates: A State-By-State Guide,” accessed at:
https://www.leafly.com/news/industry/marijuana-tax-rates-by-state; City and County of Denver, “Colorado
Tax Guide No. 95,” accessed at
https://www.denvergov.org/content/dam/denvergov/Portals/571/documents/TaxGuide/MarijuanaMedical_and_Retail.pdf ; Colorado Department of Revenue, “Sales Tax on Marijuana,” accessed at
https://www.colorado.gov/pacific/sites/default/files/Sales93.pdf ; City of Portland Office of Management &
Finance, “Portland Marijuana Tax,” accessed at https://www.portlandoregon.gov/revenue/article/620894 ;
Washington State Department of Revenue, “Taxes due on marijuana,” accessed at
http://dor.wa.gov/Content/FindTaxesAndRates/marijuana/Default.aspx; Marijuana Policy Group

B.

Tax revenues and distribution
1. State of Colorado

In fiscal year 2015 to 2016, cannabis taxes and fees in Colorado totaled approximately
$156.7 million. 7 In fiscal year 2016 to 2017, that number increased to $223.5 million 8. For
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comparison, the 2017-2018 total Colorado state budget was $28.5 billion 9 (including
federal pass-through funds), meaning that cannabis tax revenue accounts for less than
1% of the Colorado budget.
Colorado cannabis tax revenues are distributed as follows:
•
•
•

10

55 percent for public school construction and renovations
40 percent for health care, health education, substance abuse prevention and
treatment programs, and law enforcement
5 percent for distributions to local governments
2. City of Denver

Denver received $29 million in cannabis tax revenues in 2016. 11 Denver’s total budget is
approximately $3 billion annually (including federal and state pass-through dollars). 12
Denver, CO
2014

Annual Cannabis
$17 million
Tax Revenue

2015

$22.5 million

2016

$29 million

SOURCE:
https://www.denvergov.org/content/dam/denvergov/Portals/344/documents/Financial_Reports/Sales_Tax
_by_Category.pdf

3. State of Washington
Washington state is projected to receive an estimated $725 million in cannabis tax
revenue for fiscal years 2017 to 2019 (Washington budgets for 2-year periods). 13 Over
that same time, Washington total budget is projected to be $108.7 billion (including
federal pass-through dollars). 14 Similar to Colorado, cannabis tax revenue accounts for
less than 1% of the total budget.
Washington state cannabis tax revenues are distributed as follows: 15
•
•
•
•
•
•

42 percent for health care
31 percent for the state’s general fund
12 percent for youth drug prevention
8 percent for public health education
6 percent for local general funds
2 percent for research, evaluation, and administration

5

State of Washington: Monthly Cannabis Tax Receipts

SOURCE: https://502data.com/

4. City of Seattle
In Seattle, the general sales/use tax is imposed on adult-use cannabis but not medical
cannabis. Unlike in Denver and Portland, there is no cannabis-specific tax imposed at the
local level, and therefore there are no revenue data to report. 16
5. State of Oregon
Cannabis tax revenues in the state of Oregon totaled $20.7 million in fiscal year 2016,
and $70.3 million in fiscal year 2017.
Oregon State cannabis tax revenues (minus administration costs) will be distributed as
follows: 17
•
•
•
•
•
•

40 percent for education
20 percent for purposes for mental health, alcoholism, and drug services
15 percent for state law enforcement
10 percent to cities, based on population and number of licensees
10 percent to counties, based on total available grow canopy size and number of
licensees
5 percent for alcohol and drug abuse prevention, early intervention, and treatment
services

6

State of Oregon: Monthly Cannabis Tax Receipts

SOURCE: http://www.oregon.gov/DOR/programs/gov-research/Documents/marijuana_tax_report-2016Q1.pdf

6. City of Portland
In the City of Portland, voters established a 3% tax on recreational cannabis sales on
November 8, 2016. Revenues from this tax are allocated to drug and alcohol treatment,
public safety investments, and support for neighborhood small businesses. 18 Data on the
amount of cannabis tax revenue collected to date in Portland is unavailable at this time.
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IV.

CANNABIS TAXATION IN CALIFORNIA
A.

State taxes

Beginning on January 1, 2018, California will impose a state excise tax of 15% on all retail
sales of cannabis and cannabis products (both medical and non-medical), and a
cultivation tax of $9.25 per ounce of flowers and $2.75 per ounce of leaves (dry-weight).
Sales of non-medical cannabis will also be subject to state and local sales taxes (currently
9.25% in unincorporated Los Angeles County), however medical cannabis will be exempt
from sales taxes. According to state law, cannabis distributors are the entity responsible
for calculating and collecting cannabis excise taxes from cultivators, manufacturers, and
retailers, and remitting these funds to the state. 19
State law also allows counties and cities to impose local taxes “on the privilege of
cultivating, manufacturing, producing, processing, preparing, storing, providing, donating,
selling, or distributing cannabis or cannabis products by a licensee.” Any such local taxes
would need to be approved by voters within that county or city. 20
The allocation of revenues from state taxes on cannabis is specified by law, as follows: 21
•
•
•
•

•
•

First, revenue will be used to cover the State’s costs to administer and enforce
cannabis regulation. Then:
$10 million per year for 11 years to public California universities to research and
evaluate the impacts of adult-use cannabis legalization
$3 million per year for five years to the California Highway Patrol to establish and
adopt protocols to detect impaired driving
$10 million per year, increasing each year by $10 million reaching $50 million in
2022, for grants to local health departments and community-based nonprofits
supporting “job placement, mental health treatment, substance use disorder
treatment, system navigation services, legal services to address barriers to
reentry, and linkages to medical care for communities disproportionately affected
by past federal and state drug policies
$2 million per year to the University of California at San Diego Center for Medical
Cannabis Research to study medical cannabis
Remaining revenues will be distributed as follows:
o 60% to youth programs, including drug education, prevention, and
treatment
o 20% to remediate environmental damage from illegal cannabis cultivation
o 20% to programs designed to reduce driving under the influence of
cannabis, including training programs for law enforcement

The state Legislative Analyst estimates that total state and local revenues from cannabis
taxation could range “from the high hundreds of millions of dollars to over $1 billion
annually,” but notes that it will likely take several years for revenues to reach these
levels. 22
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B.

Other cities in Los Angeles County
1.

City of Los Angeles

On March 7, 2017, voters in the City of Los Angeles approved Measure M, which
established the following taxes on cannabis businesses:
o Cultivation, manufacturers – 2% of gross receipts
o Testing, distribution – 1% of gross receipts
o Retailers – 5% of gross receipts (medical), 10% of gross receipts (nonmedical)
2.

City of Long Beach

Voters in Long Beach approved Measure MA on November 8, 2016, which established
the following taxes on cannabis businesses: 23
o Cultivation – $12-15 per square foot
o Manufacturers, testing, distribution, and delivery –
receipts

6-8% of gross

o Retailers – 6-8% of gross receipts (medical), 8-12% of gross receipts (nonmedical)
o All cannabis businesses are required to pay a minimum tax of $1,000
annually.
The taxes set by Measure MA could be increased or decreased within the established
ranges by the City Council, and were initially set at the minimum within each respective
range. The tax rates established by Measure MA are lower than those established by an
ordinance the city adopted in 2014, but higher than those proposed by a competing
measure on the same ballot. Measure MA requires annual expenditure reports by the City
Manager, and is expected to raise approximately $13 million annually in general fund
revenue. 24
3.

City of Bellflower

On March 7, 2017, voters in the City of Bellflower approved Measure B, which established
the following taxes on cannabis businesses: 25
o Cultivation, excluding nurseries – $15 per square foot of canopy, based
on the maximum square footage allowed by the city permit. Beginning in
2020, tax will increase $2.50 yearly, to a maximum rate of $25 per square
foot. Tax will increase based on CPI beginning in 2024.
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o Nurseries – $2 per square foot of canopy, based on the maximum square
footage allowed by the city permit. Beginning in 2020, tax will increase $1.50
yearly, to a maximum of $5 per square foot. Tax will increase based on CPI
beginning in 2024.
o Transportation – $1,500 annual tax on all transportation businesses.
o Retailers, manufacturers, testing, distribution, and delivery – 5% of
gross receipts, increasing by 2.5% each year beginning in 2020 to a
maximum rate of 10%.
Apart from setting these tax rates, Measure B did not establish regulations for cannabis
businesses in Bellflower, however at the time of the election, the City Council was
considering another ordinance to allow up to 12 cannabis dispensaries in the city. 26
Proponents of the measure estimated that these taxes would raise up to $3 million per
year. Because Measure B imposed a general tax, “all tax revenue would be available for
use by the City to pay for general City operations and services. The City would not be
legally bound in any way to use the tax monies for any special purpose or for any
particular facilities or programs.” The official argument in favor of the measure stated that
these funds could be used for “law enforcement, including additional neighborhood
patrols, parks and recreation and after-school programs.” 27
4.

City of Carson

Voters in the City of Carson approved Measure KK on November 8, 2016, establishing a
tax of 18% of gross receipts for cannabis cultivation, manufacturing, distribution, testing,
and retail sales, and a $25 per square foot tax for cannabis cultivation. At the time the tax
measure was approved, the City Council was not considering allowing cannabis
businesses in the city, however the measure would apply “if a future Carson City Council
or if voters of Carson through another ballot measure permit cannabis business
activities.” 28 Proponents of the measure emphasized its purpose as youth prevention
rather than revenue generation, stating that “it is important for us to discourage
purchasing marijuana among price-sensitive groups.” 29
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V.

CONSIDERATIONS AND POTENTIAL ACTIONS FOR LA COUNTY
Taxation

•
•

Considerations
Any local tax would require voter approval
The cumulative amount of local and state
taxes should be considered in order to avoid
inhibiting the transition from unregulated to
regulated markets

•
•

Potential County Actions
Establish a local tax for cannabis and
cannabis products
Prioritize the allocation of local tax revenues
for funding specific programs or services

Discussion Questions
1. Besides retail sales, should the County tax cannabis at other points in the supply
chain (e.g. cultivation, manufacturing, lab testing, distribution)? Why or why not?
2. Should the County consider a tax based on the potency (THC content) of
cannabis and cannabis products?
2. Should the County tax medical and non-medical cannabis at different rates?
3. Do you have concerns about tax compliance, and if so, how can the County
ensure that businesses accurately report all taxable transactions?
4. With consideration to how state tax revenues will be allocated, which programs
or services would you prioritize for funding by local tax revenues, if the county
adopts a cannabis tax?
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Along with the potential to generate new tax revenues, another frequently cited argument
in favor of cannabis legalization is the potential for the cannabis industry to create new
jobs and revitalize areas currently suffering from a lack of investment. 30
Conversely, opponents of cannabis legalization have argued that legalization will worsen
existing conditions in communities already suffering from high rates of unemployment and
blight. Others worry that cannabis businesses could displace other community‐serving
businesses such as family restaurants, small grocers, and laundromats, if cannabis
businesses are willing and able to pay higher rent rates as compared to other businesses.
Even among those who believe that the cannabis industry will promote economic
development, there is some concern that those benefits will not accrue to local
communities, but will instead be reaped by distant investors. Many jurisdictions that have
licensed cannabis businesses have taken measures to ensure that economic benefits
remain within the communities in which these businesses are located.

II.

ESTIMATING THE SIZE OF THE CANNABIS INDUSTRY
A.

Market trends and patterns in Colorado

There is a limited amount of available data on the size and economic impacts of the
cannabis industry, partly because labor and economic statistics are typically tracked by
the federal government rather than state and local governments. Among the few studies
that have been published to date, there are major variations in terms of the assumptions
used for economic modeling and the resulting forecasts. Therefore, numbers for the
cannabis industry should be understood as rough estimates with a potentially large
margin of error. As more data is collected on the cannabis industry in an increasing
number of states, this data should become more reliable in the years to come.
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Marijuana Policy Group, an economic and policy consulting firm, released a study in
October 2016 that attempted to quantify the economic impacts associated with the
cannabis industry in Colorado. 31 Some of the key findings from the study are as follows:
•
•

•

B.

In 2015, Colorado’s cannabis industry direct and indirectly generated 18,005
jobs and $2.39 billion in economic activity (total sales were $996 million).
Demand for cannabis is projected to grow by 11.3% per year through 2020,
driven by factors including the ongoing shift from an illicit market to a legal
market and growth in cannabis-related tourism. However, this annual growth
rate is substantially less than what was seen in the initial years of legalization
(e.g. 42.4% increase in sales from 2014 to 2015), and the Colorado market will
become saturated by 2020.
Because the cannabis industry is wholly confined within Colorado (due to laws
prohibiting cannabis commerce across state lines), spending on cannabis
creates more output and employment per dollar spent than 90% of industries
in Colorado.
Predictions for the California market

Another study, issued by ICF International in April 2016, examined demand estimates
and industry trends from Colorado and applied these to California in order to predict the
future scale of the in-state cannabis industry. Some of the study’s findings include:
•
•

With the legalization of adult-use cannabis, annual sales in California could
reach $15.9 to 20.2 billion, based on an annual demand of 2.9 to 3.7 million
pounds of cannabis.
The cannabis industry could directly and indirectly generate between 81,000
and 103,000 total jobs, with total labor income (wages and salaries) ranging
between $3.6 and $4.5 billion.

A more recent study, commissioned by the California Department of Food and Agriculture
and prepared by ERA Economics in January 2017, came up with a slightly lower estimate
for in-state cannabis demand, ranging between 2.2 and 2.6 million pounds. 32
C.

Predictions for the Los Angeles Market

A November 2016 study prepared by the Marijuana Policy Group estimated the cannabis
demand and market value for Los Angeles County as a whole, including both the
incorporated cities and unincorporated areas. The report forecasts that annual demand
from residents and visitors in the county will be approximately 474,000 pounds (215.2
metric tons). Of this amount, the report estimates that 70%, or approximately 332,000
pounds (150.6 metric tons) will be sold through regulated markets, representing a market
value of $1.68 billion. The table below breaks down these numbers in further detail. 33
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SOURCE: Marijuana Policy Group, “Los Angeles County Marijuana Market Size, Tax Revenues, and
Regulatory Burden,” accessed at http://file.lacounty.gov/SDSInter/bos/bc/1006442_2016-11-15BoardMemoandReportRegardingthePassageofProp64.pdf

III.

THE CANNABIS INDUSTRY AND LOCAL REAL ESTATE MARKETS
A.

Catalyst for revitalization or displacement?

As cannabis businesses begin to locate in a given area, this could affect surrounding
businesses (commercial/industrial districts) and real estate markets in a number of
different ways:
-

Blight: Primarily a concern related to retailers, particularly in areas already
suffering from disinvestment.
o See related discussions in week 2 (youth access/exposure), week 3 (public
health/safety), and week 4 (retailers) meeting packets.

-

Revitalization: In places with high commercial/industrial vacancy rates, some
hope the cannabis industry will fill empty warehouses, office parks, and storefronts.

-

Displacement: In places with lower commercial vacancy rates, some worry that
cannabis businesses will displace other neighborhood-serving businesses such as
grocery stores and laundromats, because they will be able to afford higher rents.

14

B.

Factors that influence where businesses locate

In deciding where to set up shop, any business must consider a variety of factors and
weigh them against each other. Cannabis businesses are no exception. The specific
considerations will vary between different business types such as retailers, cultivators,
and manufacturers, and may include some or all of the following:
•

•
•
•
•
•
•

Regional real estate economics, i.e. availability and price of appropriately zoned
land and buildings
o Cultivators and manufacturers may require specialized buildings and
infrastructure. As a result, those businesses may be more likely to locate in
new, purpose-built buildings at the urban periphery, rather than reusing
existing buildings in urban centers.
o Retailers have less specialized needs and so this is less likely to be an issue
for them.
Availability and ease of obtaining local licenses
Proximity to suppliers and/or end markets / proximity to transportation
Availability and price of labor
Availability and price of power/water (for cultivators)
Local tax rates
Other local regulations
C.

Community benefits agreements

A Community Benefits Agreement (CBA) is a legally enforceable, project-specific
agreement between community groups and a developer, setting forth a range of
community benefits that the developer agrees to provide as part of a development project.
A CBA is typically created through a negotiation process between the developer and
organized representatives of affected communities. The developer agrees to shape the
development in a certain way or to provide specified community benefits, and in
exchange, the community groups promise to support the proposed project. In the context
of real estate development, examples of community benefits include providing subsidized
commercial space or affordable housing units; constructing and maintaining public
amenities such as parks and recreational facilities; inclusion of sustainable design
features; cash or in-kind contributions to support local nonprofit organizations; and local
worker hire and living wage requirements. 34
Some states and localities have chosen to require cannabis businesses to submit
community benefits plans/agreements as part of the licensing process. 35 In California,
cities such as Los Angeles, Berkeley, and San Leandro either require or incentivize
cannabis businesses to submit community benefit agreements. 36
Community benefit agreements are one way to ensure that cannabis businesses do not
negatively impact surrounding areas, and they may increase levels of community
acceptance and support for cannabis businesses. However, if required, these
agreements need to be crafted carefully and in a transparent manner, to ensure that
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benefits do not accrue unequally to any one party. Another consideration is that the
increased costs for cannabis businesses could encourage illicit market activity or
encourage businesses to locate elsewhere.
IV.
SUMMARY OF RELEVANT STATE LAW PROVISIONS AND POTENTIAL LA
COUNTY ACTIONS
Economic Development
State Law

Considerations

After covering administrative and enforcement costs,
the state will allocate excise tax revenue as follows:

•

$10 million per year to a public university or
universities in California to fund research on topics
including but not limited to:
•

•

Whether additional protections are needed to
prevent unlawful monopolies or anticompetitive behavior from occurring in the
adult-use cannabis industry and, if so,
recommendations as to the most effective
measures for preventing such behavior.
The economic impacts in the private and
public sectors, including, but not necessarily
limited to, job creation, workplace safety,
revenues, taxes generated for state and local
budgets, and criminal justice impacts, including,
but not necessarily limited to, impacts on law
enforcement and public resources, short and
long term consequences of involvement in the
criminal justice system, and state and local
government agency administrative costs and
revenue.

$10 million per year, increasing by an addition $10
million per year up to a maximum of $50 million per
year:
For the Governor’s Office of Business and Economic
Development, in consultation with the Labor and
Workforce Development Agency and the State
Department of Social Services, to administer a
community reinvestments grants program to
local health departments and at least 50 percent to
qualified community-based nonprofit organizations
to support job placement, mental health treatment,
substance use disorder treatment, system
navigation services, legal services to address
barriers to reentry, and linkages to medical care for
communities disproportionately affected by past
federal and state drug policies. The office shall
solicit input from community-based job skills, job
placement, and legal service providers with
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•

Community benefit
agreements need to
be crafted carefully
and in a transparent
manner, to ensure
that benefits do not
accrue unequally to
any one party.
Increased costs for
cannabis
businesses could
encourage illicit
market activity or
encourage
businesses to
locate elsewhere.

Potential County
Actions
• If a local cannabis
tax is imposed, a
portion of the
revenues could be
allocated to
economic
development
programs.
• The County could
require cannabis
businesses to
submit a
community
benefits
agreement as a
condition of
licensing.

Economic Development
State Law

Considerations

Potential County
Actions

relevant expertise as to the administration of the
grants program. In addition, the office shall
periodically evaluate the programs it is funding to
determine the effectiveness of the programs, shall
not spend more than 4 percent for administrative
costs related to implementation, evaluation, and
oversight of the programs, and shall award grants
annually, beginning no later than January 1, 2020.
[Cal. Revenue and Taxation Code § 34019]

Discussion Questions
1. Should the County require cannabis businesses to submit community benefit
plans/agreements as a condition for licensing?
2. What can be done to avoid displacement of other businesses?
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