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

City Manager’s Report 

October 10, 2017, City Council Meeting 

Prepared by:  Cleve Morris, City Manager 

Item #:  10.1 

 

Subject:  Adopt 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).    

______________________________________________________________________________ 

 

Background:   
 

On November 8, 2016, the Council adopted an urgency ordinance 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). Attached is the staff report prepared for the November 8 adoption, the 

ordinance which was adopted, and a report prepared in accordance with the Government Codes 

Section 65858 (d). 

 

The provisions of Government Code Section 65858 (a) allow for the extension of that ordinance 

for 10 months and 15 days following a public hearing by the City Council.  The extension 

requires a 4/5 vote of the Council. 

 

On December 13, 2017, the Council extended the interim urgency ordinance until October 28, 

2017 at which time the ordinance will expire unless further extended by the Council. 

Government Code Section 65858 allows for an additional extension of one year for the interim 

urgency ordinance.  

 

 Discussion: 

 

 The passage of Proposition 64 in November 2016, essentially legalized, in California, the 

recreational use of marijuana along with the previously legalized use of marijuana for medicinal 

purposes. As previously presented to the Council both the recreational and medical use of 

marijuana are subject to a myriad of state and in some instances local regulations. Recreational 

marijuana was regulated by the Adult Use of Marijuana Act while medicinal marijuana was 

regulated by the Medical Marijuana Regulation and Safety Act (MMRSA) whose title was later 

amended to the Medical Cannabis Regulation and Safety Act (MCRSA). 

 

Many of the regulations of AUMA were presented to the Council in the staff report for the 

November 8, 2016 Council meeting while the regulations for medicinal marijuana, MCRSA, 

have been the subject of several Council meetings over the past several years.  
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The purpose of this staff report is to: (1) update the Council with respect to the ever-changing 

landscape with regard to medical and nonmedical marijuana; (2) request an extension of the 

current interim urgency ordinance regarding medical and nonmedical marijuana; and (3) seek  

Council direction as to whether to make the current interim urgency ordinance permanent or to 

explore options as to drafting an ordinance regulating the sale, cultivation and delivery of 

medical and/or nonmedical marijuana. 

 

 Regulations and Licensing Under AUMA and MCRSA 

 

MCRSA established a dual licensing of medical marijuana businesses, requiring both local 

approval and a state license to operate. AUMA does not require an applicant to provide evidence 

of local permission prior to being issued a state license but a state license cannot be issued to an 

applicant whose activities would violate any local ordinance or regulation. Thus, AUMA allows 

a nonmedical marijuana business licensed by the state to operate within city limits unless the 

city’s municipal code prohibits the use. 

 

The differences between AUMA and MCRSA are that MCRSA regulates medical marijuana and 

AUMA regulates nonmedical marijuana. While AUMA exempts medical marijuana from state 

and local sales taxes, AUMA, however, allows the imposition of local excise taxes on the 

purchase and cultivation of nonmedical marijuana. Taxing of both medical and nonmedical 

marijuana will be discussed in more detail later in this report. 

 

Under both AUMA and MCRSA, local governments may allow, regulate or ban commercial 

marijuana businesses, whether medical or nonmedical, within their jurisdictions. MCRSA does 

not alter local governments’ existing authority to prohibit all personal cultivation. However, 

under AUMA, local governments can reasonably regulate but cannot ban indoor private 

cultivation. This restriction even under AUMA does not apply to commercial indoor cultivation. 

 

  AUMA creates a comprehensive regulatory structure wherein the regulation on nonmedical 

marijuana is governed by three different state agencies. The Department of Consumer Affairs, 

Bureau of Marijuana Control regulates transporters, retailers, distributors and microbusinesses 

while the Department of Food and Agriculture regulates cultivation and the Department of 

Public Health regulates manufacturing. There is a total of nineteen license types; thirteen for 

cultivation; two for manufacturing; and additional licensing for testing, retailers, distributors and 

microbusinesses. Each of these agencies is responsible for creating regulations governing their 

respective areas of responsibility, and must begin issuing licenses by January 1, 2018.  

 

These state agencies were in the process of developing their respective regulations when in late 

June 2017; the California Legislature passed Senate Bill 94, the Medicinal and Adult-Use 

Cannabis Regulation and Safety Act. The new act, MAUCRSA, effectively repeals MCRSA and 

incorporates certain provisions of MCRSA in the licensing provisions of AUMA. The result is 

the integration of rules for both medical cannabis and recreational cannabis.  

 

The three licensing agencies are in the process of developing new proposed regulations based on 

the new laws for commercial medical and adult-use cannabis industries. Because of the 

abbreviated time line between now and January 1, 2018, emergency regulations are to be 

published this fall.  To date, however, those regulations have not been released. 
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As indicated above despite the potential plethora of state regulations, local jurisdictions have the 

authority to impose their own regulations on both medical and nonmedical marijuana. What local 

agencies cannot regulate is very limited:  

 

 Personal possession processing, transport purchasing or giving away (21 and over) 

 Personal use in a private residence (21 and over) 

 Transport of marijuana or marijuana products using public roads 

 Cultivation of up to 6 plants per residence (subject to “reasonable” regulations) 

 

State standards are minimum standards. Cities and counties may establish additional standards, 

requirements and regulations regarding health and safety, environmental protection, testing, 

security, etc. Thus, many different types of regulations are available to local agencies including: 

 

 Complete bans 

 Limiting uses to specific districts 

 Requiring conditional use permits 

 Increasing types of sensitive uses or distance from sensitive uses from that in AUMA 

 Operational restrictions 

 

If a local jurisdiction opts to regulate either medical or nonmedical cannabis, it should 

specifically regulate specific types of cannabis businesses and not rely on “permissive zoning”. 

Silence by local regulations may lead to issuance of state licenses anyway. If a jurisdiction 

intends to regulate medical or nonmedical cannabis, it should exercise care to make sure that it 

regulates all aspects of cannabis that it wants to regulate or any voids may be filled by state 

regulations.  

 

Sales Taxes, Use Taxes and Excise Taxes 

 

Sales tax is a tax on the “privilege of selling tangible personal property at retail”. Use tax is 

imposed on the storage, use or other consumption of tangible personal property purchases from a 

retailer. An excise tax is a tax on the “privilege” of using or doing something with property while 

property tax is a tax on the ownership of property. Example of an excise tax include: business 

license tax; transient occupancy tax; and parcel tax. 

 

AUMA adds a state excise tax of 15% on the purchase of marijuana and/or marijuana products. 

This applies to both medical and nonmedical marijuana and applies to any retail sale by a 

licensee, including dispensary, retailer, microbusiness or nonprofit. AUMA also imposes a tax on 

the cultivation of marijuana. The rates are for flowers $9.25 per dry weight ounce and for leaves 

$2.75 per dry weight ounce. Marijuana cultivated for personal use is exempt from cultivation tax. 

 

While medical marijuana is exempt from state and local sales tax, it is not exempt from excise 

taxes and nonmedical marijuana is not exempt from local excise or sales tax. The most common 

type of local excise tax is a business license tax and it is usually based on a percentage of gross 

receipts. More than 80 local jurisdictions have imposed a local excise tax on marijuana uses. 

Some of those jurisdictions are: Sacramento, Davis (recreational only), Cloverdale, Oakland. San 

Diego, San Leandro, Long Beach, Costa Mesa, Los Angeles, Monterey County, Mendocino 

Count and Solano County.  
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In summary, medical and nonmedical marijuana is subject to the state excise tax of 15%, a state 

cultivation tax depending on harvest weight, and a potential local excise tax and a local 

marijuana regulatory fee sales and use tax.  Additionally, nonmedical marijuana is also subject to 

the state sales and use tax of at least 7.25%.  As an example, the City of Sacramento imposes a 

business tax of four per-cent (4%) of each dollar of gross receipts while the City of Davis 

imposes a business license tax of ten per-cent (10%) of each dollar of gross receipts. 

 

While it may be tempting for a local jurisdiction to impose an excise tax on both medical and 

nonmedical marijuana, jurisdictions should be careful not to create a tax so high (potential total 

tax rate is as high as 35%) that it would discourage the creation of marijuana businesses in that 

jurisdiction or results in greater “black market” activity.   

 

Another issue that should be addressed is that marijuana retailers and distributors must deal in 

cash as they cannot utilize the services of any federally insured financial institution. This makes 

it extremely difficult for municipal finance departments to audit and track sales for the purpose 

of determining excise tax compliance. Finally, it should be noted that any local excise tax on 

marijuana is subject to voter approval at a regularly scheduled general election. Therefore, if the 

City were to consider a local tax, the next available General Election would be November 2018.  

In order to be on that ballot, the information would have to be submitted to the County in July of 

2018. 

 

AUMA creates a Marijuana Tax Fund which will consist of all taxes, interest, penalties and other 

funds from taxes under AUMA. This “Special Trust Fund’ will be used to first repay costs of 

agencies and then used to fund certain grants which include:  

 

 $10 million to public universities to study the impacts of AUMA. 

 $10 million the first year with $10 million more each year up to a $50 million maximum 

for community reinvestment grants (mental health, job placement nonprofits, substance 

abuse programs) 

 $3 million to CHP to establish protocols to determine if a driver is impaired 

 $2 million to UCSD to study marijuana as a pharmacological agent. 

 

The balance of the funds would be allocated as follows: 

 

 60% to youth programs, substance abuse education, prevention and treatment. 

 20% to environmental cleanup and remediation. 

 20% to DUI and negative health impacts from marijuana legalization 

 

These allocations may be altered in the future by a majority of the legislature and it should be 

noted that any city or county that bans cultivation, including personal cultivation or the retail sale 

of marijuana is not eligible for some grants. 

 

At the time of the preparation of this report, a survey of cities in this area revealed the following: 

 

1. Auburn prohibits both medical and nonmedical cannabis; 

2. Nevada City allows medical cannabis; 



  10.1 

 

3. Folsom prohibits all commercial nonmedical marijuana land uses as well as medical 

marijuana dispensaries; 

4. Galt prohibits cultivation of nonmedical cannabis (except as allowed by Prop. 64 and 

medical marijuana dispensaries;  

5. El Dorado prohibits medical marijuana distribution facilities but appears to allow outdoor 

cultivation and medical marijuana dispensaries. 

 

 

In order to have sufficient time to study the state’s emergency regulations when released this fall 

and to determine if the City should permanently ban medical and/or nonmedical marijuana or to 

impose regulations, including taxes, for the sale, cultivation and delivery of medical and/or 

nonmedical marijuana, staff is requesting that the Council adopt a resolution extending for 1 year 

the current interim urgency ordinance. Therefore, staff recommends extending the ordinance for 

the allowed additional 1 year from October 28, 2017 until October 27, 2018 in order to allow 

additional time to consider regulations to protect the public.  This does not preclude the City 

from acting on this matter sooner should it have the necessary information and decide to do so. 

 

Options:  

  

1. Adopt the Resolution extending the ordinance. 

2. Do not adopt the Resolution and allow the ordinance to expire on October 28, 2017 

3. Adopt the Resolution and Direct staff to bring back amendments to revise the ordinance.  

 

Cost:  Minimal cost for notice of public hearing.   

 

Budget Impact:  None  

 

Recommendation:  Adopt 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).    

 

 

 

_________________________________   ______________________________ 

M. Cleve Morris, City Manager    John Driscoll, City Attorney   

 

Attachments: 

 

1. November 8 Staff Report 

2. Adopted Urgency Ordinance 

3. GC Section 65858 (d) Report 

  


