
STAFF REPORT
SAUSALITO CITY COUNCIL

MEETING DATE: October 30, 2018

AGENDA TITLE: Marijuana Regulations Update

LEAD DEPARTMENT: Community Development

STAFF RECOMMENDATION:
1. Adopt the attached Ordinance to extend the Interim Urgency Ordinance on

Marijuana Regulations through November 24, 2019; and
2. Receive Staff presentation and provide the following direction:

a) Share any questions the Council believes is important to have answered as part 
of developing permanent regulations.

b) Provide direction if additional public outreach is necessary and/or to conduct 
community workshops.

c) Provide initial thoughts on exploring other non-storefront type businesses (i.e. 
non-storefront retail delivery or distribution).

SUMMARY

On January 9, 2018, the City Council voted to amend and to extend the interim urgency 
marijuana ordinance that was originally passed by the City Council on November 28, 
2017.1 The interim ordinance is effective through November 24, 2018, and allows for 
the delivery of medical and recreational marijuana into Sausalito; other commercial 
activity such as retail sales, dispensaries, and distribution centers are prohibited. The 
current interim regulations require that all businesses conducting cannabis-related 
deliveries into Sausalito register or notify the City. This Staff Report has two purposes:
A. Provide a mechanism to extend the interim urgency ordinance a final year, up to and 

including November 24, 2019, to allow additional time to develop permanent 
marijuana regulations.

B. Provide a comprehensive update on marijuana regulation activity locally and 
statewide and request Council feedback and direction as follows: 
1. Share any questions the Council believes is important to have answered as part 

of developing permanent regulations.

                                                
1 Original Urgency Ordinance: Ordinance No. 1248, Attachment 2
Ordinance Amendment and Extension: Ordinance No. 1249, Attachment 3



2. Provide direction if additional public outreach is necessary and/or to conduct 
community workshops.

3. Provide initial thoughts on exploring other non-storefront type businesses (i.e. 
non-storefront retail delivery or distribution).

A.  EXTENSION OF INTERIM URGENCY ORDINANCE

Pursuant to Government Code section 65858, the City Council is permitted to extend 
the interim urgency ordinance twice, once for a period not to exceed 10 months and 15 
days (completed by Ordinance No. 1249) and again for a period not to exceed one year 
(see draft Ordinance in Attachment 1). If the City Council approves the final one year 
extension, the interim urgency ordinance would be effective up to and through
November 24, 2019. This additional time is necessary to allow the City an opportunity to 
develop permanent marijuana regulations.

B.  MARIJUANA REGULATIONS UPDATE AND REQUEST FOR 
COUNCIL FEEDBACK AND DIRECTION

State Level
The State’s cannabis program continues to be dynamic and evolving. The state 
currently is operating under interim emergency regulations that were readopted in June 
2018. The existing readopted emergency regulations will remain in effect until the 
proposed non-emergency regulations complete the formal rulemaking process. In July 
2018, the three state cannabis licensing authorities2 announced the publication of 
proposed regulations in the California Regulatory Notice Register, the first step towards
adopting non-emergency regulations. The proposed non-emergency regulations 
documents are available for review at: https://cannabis.ca.gov/cannabis-regulations/.

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 Legislative Review Committee studied the Medicinal and Adult-

Use Cannabis Regulation and Safety Act (MAUCRSA) in consideration of adopting 
marijuana regulations for the City of Sausalito.

 In November 2017, the 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, commercial 
marijuana businesses would be allowed and without any local regulation.  

                                                
2 Bureau of Cannabis Control, California Department of Food and Agriculture, California 
Department of Public Health



 In December 2017, a survey on marijuana regulations in Sausalito was conducted 
on the City website with widespread support of survey participants for the delivery of 
recreational marijuana in Sausalito, with 73.5 % of 307 registered users saying that 
recreational marijuana delivery should be allowed (see Attachment 4 for survey 
results). A poll on Nextdoor revealed Sausalito residents were 82% in favor of 
recreational delivery, with 176 total responses.

 On January 9, 2018, the Council amended the interim urgency ordinance to allow 
also the delivery of recreational (adult-use) marijuana (previously only medical), 
require that all businesses conducting cannabis-related deliveries into Sausalito 
register or notify the City, and extended the interim urgency ordinance up to and 
through November 24, 2018. The 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.

 On June 19, 2018, the Council received a progress report (consent item, no 
presentation) on marijuana regulations.

 On September 24, 2018, the Legislative Review Committee received an update on 
marijuana regulations. Staff was directed by the Committee to present an update to 
the City Council and to request feedback and direction, a purpose of this Staff 
Report.

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. Pursuant to the interim ordinance section 10.47.030.E.4: Any person 
or entity delivering cannabis or cannabis products for medical or adult use in 
accordance with this subsection E shall register with or notify the City of Sausalito.

Staff requested ONA.life’s contact information and a copy of their State License, and 
they provided the requested information. 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 5 for ONA.life’s Temporary State 
License.

Delivery services are generally available through online platforms, such as Weedmaps.  
A map on the Weedmaps website indicates 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 appropriate 
authority to regulate them as 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 marijuana delivery services. With the 
exception of the City of Larkspur and the City of Sausalito, all other cities within the 
County of Marin do not have a registration process for marijuana delivery services. If 
Staff were to attempt to capture all marijuana 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 marijuana delivery providers that 
registration with the City is required, or, they are in violation of our local ordinance. This 
will require a significant amount of Staff time to compile and send notification in an 
attempt to obtain registration and may not be a singular effort as new delivery 
businesses emerge. Staff contacted the City of Larkspur and they also only have one 
registered marijuana delivery business and do not actively pursue or enforce the 
registration requirement.  

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 the 
individual was subsequently issued a citation.

Senate Bill 1302 has been introduced by State Senator Ricardo Lara with the goal that 
every Californian that wants access to cannabis does in fact have access to cannabis. 
A pertinent provision of Senate Bill 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 will continue to follow it.

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 prevent 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 identified 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 (i.e. apply 15% tax to the “average market price”).

The revenue collected from the two taxes are remitted to the State of California and are 
not collected at the local level. The revenue generated from these taxes are used to 
cover administration and enforcing the statewide cannabis regulations. The remaining 
funds will be distributed to the aforementioned efforts.



A local ballot measure is required to specifically tax marijuana businesses. For 
example, the City of Marysville in Yuba County passed a marijuana tax known as
“Measure F,” adding to their municipal code 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. Another example, the City of San Diego passed 
“Measure N”, imposing a gross receipts tax for general revenue purposes on non-
medical cannabis businesses; the tax rate is initially set at 5%, increasing to 8% on July 
1, 2019, and having a maximum rate of 15%.

Discussion/Analysis: City of San Rafael’s 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 
with 82% approval (a two-thirds vote or 66.6% was needed to pass). Measure G sets 
an 8% cap for a tax on gross receipts for businesses operating inside San Rafael. 
Measure G allows their 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 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 of San Rafael 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, as specified below and eventually capped 
at a maximum of 8%:

License Type Allowed Available Number of Licenses Initial Tax Rate
Medical Distribution 2 licenses available 1 %
Medical Non-Storefront Delivery 4 licenses available 4%
Medical Infused Product Manufacturing 8 licenses available 3%
Cannabis Testing Labs 4 licenses available 1 % 

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

See Attachment 6 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
City 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 San Rafael 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 
final step in the process. More information regarding the San Rafael Medical Cannabis 
Program is available for review at: https://www.cityofsanrafael.org/cannabis.

San Rafael estimates that with the maximum cap of 8% 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 approximately $8,000 per delivery business; with four delivery 
licenses available in San Rafael, the overall estimated potential for delivery companies, 
is $32,000. A similar computation was applied for each of the other license types of 
permitted businesses to arrive at the estimated potential of one million dollars revenue 
to the city.

It is noted, however, that the estimated one million dollar revenue to the city 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 total 
available) would need to be distributed to maximize revenue. San Rafael will not hit the 
one million dollar mark immediately, but it is possible, eventually, as they expand the 
available licenses.

Non-Storefront Retailer (Delivery) 
The Bureau of Cannabis Control (BCC) is responsible for licensing 
retailers/dispensaries, distributors, testing laboratories, microbusinesses, and 
temporary cannabis events in California. With a Non-Storefront Retailer (Delivery) 
business, a licensed non-storefront retailer sells and delivers cannabis or cannabis 
products to consumers. While the retailer must have licensed premises, those premises 
are not open to the public. Instead, sales are conducted exclusively by delivery.

Staff notes that on October 19, 2018, the BCC released modified proposed regulations 
that would preempt cities from not just prohibiting deliveries in their communities, but 
would disallow cities from regulating deliveries all together. Staff will continue to follow 
the proposed regulations.



The interim urgency ordinance does not allow for a non-storefront marijuana retailer in 
Sausalito. If the Council would like to consider non-storefront marijuana retail, the 
process would include:
 Establishment of regulations and standards for a non-storefront marijuana retail use, 

including a new use category.
 Selection of a zoning district in which non-storefront marijuana retail would be 

allowed.
 Initiation of Zoning Ordinance, Specific Plan (if applicable) and General Plan 

Amendments with the Planning Commission and the City Council. Staff would 
recommend a robust community engagement process.

 Selection of the total number of available licenses.
 Initiation of a ballot measure for a commercial cannabis business tax.

Request for Council Feedback and Direction
Staff is requesting Council feedback and direction as follows: 
1. Share any questions the Council believes is important to have answered as part of 

developing permanent regulations.
2. Provide direction if additional public outreach is necessary and/or to conduct 

community workshops.
3. Provide initial thoughts on exploring other non-storefront type businesses (i.e. non-

storefront retail delivery or distribution).

ALTERNATIVES

No Alternatives have been identified.

FISCAL IMPACT

None.

STAFF RECOMMENDATION

1. Adopt the attached Ordinance to extend the Interim Urgency Ordinance on 
Marijuana Regulations through November 24, 2019; and

2. Receive Staff presentation and provide the following direction:
a) Share any questions the Council believes is important to have answered as part 

of developing permanent regulations.
b) Provide direction if additional public outreach is necessary and/or to conduct 

community workshops.
c) Provide initial thoughts on exploring other non-storefront type businesses (i.e. 

non-storefront retail delivery or distribution).



ATTACHMENTS

1. Ordinance (Draft) Extending Interim Urgency Marijuana Ordinance
2. Original Urgency Ordinance: Ordinance No. 1248
3. Ordinance Amendment and Extension: Ordinance No. 1249
4. Open City Hall Marijuana Survey Results
5. ONA.life Temporary State License
6. City of San Rafael’s Impartial Analysis on Measure G
7. Correspondence – Licita Fernandez (11-20-17)
8. Correspondence – Sally’s Dispensary and Lounge (Date Unknown)
9. Correspondence – Element 7 (10-18-18)
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