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SUMMARY 

On January 9, 2018, the City Council voted to amend and to extend the interim urgency 
marijuana ordinance that was passed by the City Council on November 28, 2017. The 
interim ordinance is effective through November 24, 2018, and allows for the delivery of 
medical and recreational marijuana into Sausalito. All other commercial activity such as 
retail sales, dispensaries, and distribution centers are not allowed. The extension of the 
interim ordinance to November 2018 gives staff and the City Council an opportunity to 
study issues related to marijuana regulations and for Staff to prepare a permanent 
marijuana ordinance for the City. The purpose of this Staff Report is to provide a 
progress report on marijuana regulation activity locally and statewide, and provide 
information regarding cannabis tax measures and an overview of City of San Rafael's 
Tax Measure G. 

BACKGROUND 

State Timeline 

• In 1996, Proposition 215, legalization of medicinal marijuana.
• In 2016, Proposition 64, legalization of recreational marijuana.
• In 2017, Senate Bill 94, Medical and Adult-Use Cannabis Regulation and Safety Act

(MAUCRSA, Business and Professions Code Division 10. Cannabis 2600-26231.2),
reconciles medicinal and recreational cannabis regulations under one regulatory
framework. A key component of MAUCRSA is that a state license may only be
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issued if the licensee's activity is permitted by its local government. For a location 
within a City's limits, the relevant authority is the city government. 

• In May 2018, the Bureau of Cannabis Control proposed to readopt their emergency
regulations that are currently in effect (revised in November 2017) for another 180-
day period. Some changes to the regulatory provisions were provided to give greater
clarity to licensees and to address issues that have arisen since the emergency
regulations went into effect. (See Attachment 1 for Emergency Regulation Fact
Sheet)

Sausalito Timeline / Interim Urgency Marijuana Ordinance 
• In November 2016, the General Election (Prop 64) revealed 77.3% of Sausalito

voters supported the legalization of recreational marijuana.
• In October 2017, the Sausalito Legislative Subcommittee studied MAUCRSA in

consideration of adopting marijuana regulations for the City of Sausalito.
• In November 2017, the Sausalito City Council adopted interim urgency ordinance

No. 1248, allowing the delivery of medicinal marijuana into Sausalito city limits,
banning all other commercial activity, and allowing personal indoor cultivation of up
to six plants (no outdoor cultivation). An interim urgency ordinance was necessary
because without specific local regulations in place as of January 1, 2018, marijuana
commercial businesses would be allowed and without local regulation.

• In December 2017, a survey on marijuana regulations in Sausalito was conducted
on the City website with widespread support for the delivery of recreational
marijuana in Sausalito, with 73.7% of 305 registered users saying that recreational
delivery should be allowed .. A poll on Nextdoor revealed Sausalito residents were
82% in favor of recreational delivery, with 176 total responses.

• In January 9, 2018, the Sausalito City Council amended the interim urgency
ordinance to allow also the delivery of recreational (adult-use) marijuana, require
that all businesses conducting cannabis-related deliveries into Sausalito register or
notify the City, and extended the interim urgency ordinance up to November 24,
2018. See Attachment 2 for Ordinance 1249. The City Council requested Staff to
explore requiring business licenses for marijuana delivery businesses, and to also
determine if a formal registration process is necessary in Sausalito.

Since the last report in January, Staff has studied the State's regulations and monitored 
other jurisdictions around California. The State's marijuana licensing system continues 
to be dynamic. This staff report provides information on San Rafael's Measure G, an 
update on delivery operations in Sausalito, and how cannabis is taxed by the State and 
locally. 

DISCUSSION/ANALYSIS 

San Rafael - Measure G 
In March 2018, the San Rafael City Council unanimously voted to place "Measure G" on 
the June 5, 2018 ballot for a Commercial Cannabis Business Tax. The measure passed 
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with 82 percent approval (a two-thirds vote or 66.6 percent is needed to pass). Measure 
G will set an 8 percent cap on a tax on gross receipts for businesses operating inside 
San Rafael. Measure G allows Council the discretion to set different tax rates for 
cannabis businesses within the supply chain. Revenue from the San Rafael cannabis 
excise tax is remitted directly back to the City of San Rafael. Measure G allows and 
limits the number of medical-related cannabis licenses to testing labs, infused product 
manufacturing, non-storefront delivery, and distribution businesses. The City prohibits 
retail cannabis and cultivation businesses. 

The types of cannabis licenses and numbers allowed in San Rafael will be taxed at 
different rates initially on their gross receipts, and eventually cap out at 8 percent, as 
specified below: 

License Type Allowed 
Medical Distribution 
Medical Non-Storefront Delivery 
Medical Infused Product Manufacturing 
Cannabis Testing Labs 

Available Number of Licenses Initial Tax Rate 
2 licenses available 1 % 
4 licenses available 4% 
8 licenses available 3% 
4 licenses available 1 % 

San Rafael estimates that with the maximum cap of 8 percent tax on the permitted 
cannabis businesses it will yield an estimated potential of one million dollars in annual 
revenue. 

See Attachment 3 for an Impartial Analysis of Measure G from the City of San 
Rafael's Attorney's Office. 

The City of San Rafael began their cannabis program discussion in January 2017 with a 
Council study session and the formation of a Medical Cannabis adhoc subcommittee. 
The subcommittee explored a pilot program that would meet the following objectives: 

• Discreet, low impact and minimal public interface
• Provide safe patient access
• Improve transparency and reduce public safely risks
• Add revenue to support City infrastructure and services
• Create new jobs, produce artisan products
• Promote industrial land retention and diversified industrial economy

Once the City Council gave full support of the program, the City's business and 
professions code was updated to codify what is allowed, and the zoning code was 
amended to indicate where businesses would be permitted. The Tax Measure was the 
last step in the process. More information regarding the San Rafael Medical Cannabis 
Program can be found under the Economic Development page of the City of San 
Rafael's website: https://www.cityofsanrafael.org/cannabis. 
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As mentioned earlier in the report, San Rafael estimates that with the maximum cap of 
8 percent tax on the permitted cannabis businesses it will yield an estimated potential of 
one million dollars in annual revenue. This estimate was determined by a Staff analysis 
of cannabis industry forecasts and research based on the current medical market on 
cannabis goods. For example, a delivery company would need to yield $200,000 in 
annual revenue to remain viable. The current San Rafael tax rate for delivery 
businesses is 4%. Therefore, the City can potentially collect roughly $8,000 per delivery 
business, and with four delivery licenses available in San Rafael, the overall estimated 
potential for delivery companies, is $32,000. The same computation can was applied 
for each of the other types of permitted businesses to estimate the one million revenue. 

However, bringing together the estimated one million includes multiple variables. San 
Rafael mentions that rates will vary over time and the revenue forecast depends on the 
size and number of businesses. All of the licenses (18 available) would need to be 
distributed to maximize revenue. San Rafael will not hit the one million dollar mark 
immediately, but could eventually overtime as they expand the available licenses. 
Therefore, the revenue potential estimated from cannabis in San Rafael, will take time 
to eventually reach one million. 

Delivery Operations in Sausalito 
Since Sausalito's interim ordinance has been in place, there has been only one 
business that has registered with and notified the City - ONA.life, a medicinal marijuana 
delivery business. Staff requested their contact information and a copy of their State 
License. There is no fee charged for registration. The State License provides the 
license type, license number, legal business name, premise, and valid and expiration 
dates. See Attachment 4 for ONA.life Temporary State License. 

Delivery services are generally available through online platforms, such as Weedmaps. 
A map on the Weedmaps website shows that there are approximately 18 cannabis 
operations located in the Marin County area. This does not include the multitude of 
cannabis operations that are in San Francisco and the wider Bay Area that may also 
deliver in Sausalito and the Marin County area. Staff cannot verify how many cannabis 
operations are delivering in Sausalito and if they are State licensed or not because the 
information on the website does not provide this information. Staff has learned that the 
State has notified Weedmaps to stop unlicensed retailers from advertising on the 
website, however, Weedmaps responded that the State does not have the authority to 
police them because Weedmaps is not licensed (regulated) by the State Bureau of 
Cannabis Control. 

Enforcing registration presents a challenge when many other surrounding cities and 
agencies do not require a registration process for delivery. All cities within Marin 
County do not have a registration process, with the exception of Larkspur. If staff were 
to attempt to capture all delivery businesses that are operating in the City, it would 
require staff to proactively research the online platforms, obtain business names and 
contact information and notify them via email or by phone call that registration in 
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Sausalito is required or they are in violation of our local ordinance. This will take a 
significant amount of staff time to compile and send notification in an attempt to get 
registration. Staff contacted Larkspur and they also only have one registered delivery 
business and they do not actively pursue or enforce the registration. 

In Sausalito, there have been no reports with issues on delivery. The Sausalito Police 
Department has reported one marijuana call-to-service which was unrelated to delivery. 
The call-to-service was for an individual smoking marijuana in a public place and was 
subsequently issued a citation. 

Senate Bill 1302 (State Senator Ricardo Lara) has been introduced which goal is to 
make sure that every Californian that wants access to cannabis does in fact have 
access to cannabis. A pertinent provision of SB 1302 is that a delivery business should 
not be prevented from making deliveries into another jurisdiction if that business has 
obtained a license or authorization from where it originates from. Staff understands that 
this proposed bill has not gained much traction, but staff will continue to follow it. 

Please note, Sausalito cannot establish a local tax on delivery businesses that originate 
from outside of the City's jurisdiction, pursuant to Municipal Code section 5.04.270 
"Gross Receipts taxed outside City are exempt:" 

Gross receipts of any business which have been subjected to a business license tax 
measured by gross receipts in any other city, county or city and county shall be exempt 
for the tax on gross receipts due under this chapter. 

Taxing Cannabis at the State and Local Level 
This section will provide information regarding the State's excise tax and how other 
local agencies are taxing cannabis. 

Proposition 64 created two new taxes to fund marijuana research, treatment, 
enforcement, health, and safety grants, youth programs, and preventing environmental 
damage resulting from illegal marijuana production. Any harvested cannabis that enters 
the commercial market must be taxed. The two new state taxes created are levied on 
cultivation and retail as explained below: 

1. A cultivation tax of $9.25 per ounce for flowers and $2.75 per ounce for
leaves and $1.29 per ounce for fresh cannabis plant.

2. A 15% excise tax on retail price. (Apply 15% to the "average market price").

The revenue collected from the two taxes are remitted to the State and are not 
collected at the local level. The revenue generated from taxes are used to cover 
administration and enforcing the statewide cannabis regulations. The remainder will be 
distributed to the programs as mentioned above. 
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A local ballot measure is required to specifically tax marijuana businesses. For 
example, the City of Marysville in Yuba County passed a marijuana tax measure "F" 
where their municipal code added a "Cannabis Business Tax" to help fund general city 
services at a rate not to exceed 15% of gross receipts for the licensed sale of medical 
and non-medical marijuana." In Southern California, the City of San Diego passed 
measure "N", imposing a gross receipts tax for general revenue purposes, on non
medical cannabis businesses, initially set at 5%, and increasing to 8% on July 1, 2019, 
and having a maximum rate of 15%." 

NEXT STEPS 

Staff will continue to explore opportunities beyond what the current ordinance allows 
and the potential revenue from allowing low-impact cannabis businesses. Staff would 
return prior to the expiration of the interim regulations on November 24, 2018 and 
provide more updates and seek direction from the Council. Should the Council desire 
to extend the interim regulations, the Council may extend the interim ordinance in the 
future prior to the November 24, 2018 deadline for up to another year, however no 
more than two extensions may be adopted pursuant to Government Code Section 
65858(a), and requires a 4/5 vote. 

ALTERNATIVES 

No Alternatives have been identified. 

FISCAL IMPACT 

None. 

STAFF RECOMMENDATIONS 

Receive report and provide direction. 

ATTACHMENTS 

Attachment 1 - Emergency Regulations Fact Sheet 
Attachment 2 - Ordinance 1249, Interim Urgency Marijuana Regulations 
Attachment 3 - City of San Rafael's Impartial Analysis on Measure G 
Attachment 4 - Copy of ONA.life Temporary State License 
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