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“Placerville, a unique historical past forging into a golden future.” 
 

 

City Manager’s Report 

June 26, 2018 City Council Meeting 

Prepared by:  Cleve Morris, City Manager 

Item #:  12.2 

 

Subject:  Review and obtain public input on a proposed measure for the November ballot to 

impose a tax on Cannabis Businesses in the City of Placerville. 

______________________________________________________________________________ 

 

Purpose:  The purpose of this item is to receive public input on a proposed tax measure to 

impose a tax on future Cannabis related businesses in the City of Placerville.   

 

Background:  On December 8, 2015, the City adopted an ordinance prohibiting cultivation, 

dispensaries and deliveries of Medical Marijuana (Ordinance 1677).  On October 10, 2017, the 

City Council adopted a resolution extending an Urgency Ordinance of the City of Placerville 

Regulating Cultivation and Prohibiting the Manufacture, Processing, Laboratory Testing, 

Labeling, Storing, Wholesale and Retail Distribution of Nonmedical Marijuana in the City of 

Placerville Pursuant to Government Code Section 65858(a).  At that time, the State had still not 

finalized laws to regulate adult use marijuana.  The Council requested that this be reviewed once 

those regulations had been adopted.  The State adopted emergency regulations in the interim and 

has now extended those interim regulations for an additional 180 days.     

 

On April 11, 2018 and again on May 29, 2018, the Council held special workshops to receive 

presentations and review the law pertaining to cannabis regulation.  At the workshops we 

received comments from several people, most in favor of legalizing marijuana businesses in 

Placerville.  At the Council’s May 22, 2018 meeting, staff presented a proposal from HdL 

Companies to assist the city with establishing a proposed tax measure, business regulation 

ordinance, zoning ordinance and application procedures for marijuana regulation.  On June 12, 

2018, the Council appointed Vice Mayor Acuna and Councilmember Clerici to a committee to 

consider regulating Cannabis Businesses in the City of Placerville.     

 

Discussion:  The Council Sub-Committee on Cannabis business reviewed the proposed 

Cannabis Tax Ordinance prepared by HdL.  Minor changes were recommended by the 

committee.  At this time we are presenting the ordinance for your review and input and to receive 

input from the public.  Once that input is received, the final recommendation will be presented at 

the Council Meeting on July 10, 2018.  If approved, the proposed ordinance will be placed on the 

November ballot for consideration. 

 

The committee will continue to work on a Business Regulation Ordinance which will be 

presented to the Council and public in August.  It will then be brought back in September for a 

first and second reading and adoption.   
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The proposed tax ordinance covers all areas of Cannabis business, both Adult Use and Medical. 

A summary of the proposed tax ordinance is as follows: 

 

The initial rate of the cannabis business tax shall be as follows: 

 

1. For every person who is engaged in commercial cannabis cultivation in the 

City: 

 

a. Seven dollars ($7.00) annually per square foot of canopy space in a 

facility that uses exclusively artificial lighting.  

 

b. Four dollars ($4.00) annually per square foot of canopy space in a facility 

that uses a combination of natural and supplemental artificial lighting.  

 

c. Two dollars ($2.00) annually per square foot of canopy space in a facility 

that uses no artificial lighting.  

 

d. One dollar ($1.00) annually per square foot of canopy space for any 

nursery. 

 

2.  For every person who engages in the operation of a testing laboratory: one 

percent (1%) of gross receipts. 

 

3. For every person who engages in the retail sales of cannabis as a retailer 

(dispensary) or non-store front retailer (delivery) or microbusiness (retail 

sales): four percent (4%) of gross receipts. 

 

4. For every person who engages in a cannabis distribution business: two percent 

(2%) of gross receipts. 

 

5. For every person who engages in a cannabis manufacturing, processing, or 

microbusiness (non-retail), or any other type of cannabis business not 

described in Section (B) (1), (2), (3) or (4):  two and half percent (2.5%) of 

gross receipts. 

 

The tax rate will be reviewed annually and can be increased by the City Council.  The maximum 

rate shall be calculated as follows: 

 

1. For every person who is engaged in commercial cannabis cultivation in the 

City: 

 

a. Through January 1, 2021, the maximum rate shall be: 

 

i. Ten dollars ($10.00) annually per square foot of canopy space in a 

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

facility that uses a combination of natural and supplemental 

artificial lighting.  

 

iii. Four dollars ($4.00) annually per square foot of canopy space in a 

facility that uses no artificial lighting.  

 

iv. Two dollars ($2.00) annually per square foot of canopy space for 

any nursery. 

 

b. On January 1, 2022 and on each January 1 thereafter, the maximum annual 

tax rate per square foot of each type of canopy space shall increase by the 

percentage change between January of the calendar year prior to such 

increase and January of the calendar year of the increase in the Consumer 

Price Index (“CPI”) for all urban consumers in the San Francisco-

Oakland-Hayward area as published by the United States Government 

Bureau of Labor Statistics.  However, no CPI adjustment resulting in a 

decrease of any tax imposed by this subsection shall be made.   

 

2. For every person who engages in the operation of a testing laboratory, the 

maximum tax rate shall not exceed two and a half percent (2.5%) of gross 

receipts. 

 

3. For every person who engages in the retail sales of cannabis as a retailer 

(dispensary) or non-store front retailer (delivery business), or microbusiness 

(retail sales activity) the maximum tax rate shall not exceed six percent (6%) 

of gross receipts. 

 

4. For every person who engages in a cannabis distribution business, the 

maximum tax rate shall not exceed three percent (3%) of gross receipts. 

 

5. For every person who engages in a cannabis manufacturing, processing, or 

microbusiness (non-retail activity) or any other type of cannabis business not 

described in Section (D) (1), (2), (3) or (4), the maximum tax rate shall not 

exceed four percent (4%) of gross receipts. 

 

Staff and the committee has reviewed rates adopted in other jurisdictions.  The 4% rate is at the 

lower end of what is being charged.  The average is between 4% and 6%.  Based on this 

information staff is requesting input from the Council on how to proceed.  If the current 

ordinance is acceptable, it will be brought back on July 10, 2018 with a resolution to place it on 

the November ballot. 

 

Options:   1.  Direct staff to place the ordinance on the July 10, 2018 for approval. 

2.  Make changes and Direct staff to place the ordinance on the July 10, 2018 for 

approval. 
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3.  Do not approve the ordinance for the ballot at this time and provide further 

direction to staff. 

   

   

Cost: The cost to place the item on the ballot is not known at this time.  However it is estimated 

at approximately $2,500.   

 

Budget Impact:  Staff has included funding in the budget to cover this year’s election.  This cost 

was included as part of the proposed budget. 

   

Recommendation:  Review and obtain public input on a proposed measure for the November 

ballot to impose a tax on Cannabis Businesses in the City of Placerville. 

 

 

 

_________________________________   

M. Cleve Morris, City Manager  

 

Attachments: 

 

1.  Cannabis Tax Ordinance 


