CITY COUNCIL STAFF REPORT

TO:

Honorable Mayor and City Council

DATE: April 2, 2018

FROM:

Matthew Bronson, City Manager

PREPARED BY:

Matthew Bronson, City Manager
David Hale, City Attorney
Bruce Buckingham, Community Development Director
John Peters, Chief of Police
Steve Lieberman, Five Cities Fire Chief

SUBJECT:

Commercial Cannabis Policy Issues

RECOMMENDATION
Receive an update on the implementation of the City’s commercial cannabis ordinances and
regulatory processes and provide direction to staff on policy issues related to commercial
cannabis.
____________________________________________________________________________
BACKGROUND
In July 2016, the City Council directed staff to start working on a draft ordinance that would
regulate commercial medical cannabis uses consistent with the Council’s 2016-17 Goals and
Work Program. Subsequently, the Council held meetings in August and September 2016 to
provide staff direction on the framework for a draft ordinance that would allow and regulate
commercial medical cannabis uses. The Council also placed Measure L-16 on the November
2016 ballot to establish a gross receipts tax on medical and non-medical commercial cannabis
uses and a square footage tax on cultivation and the measure was approved by 70% of voters.
In February 2017, the City Council conducted a first reading and introduction of a land use
ordinance to allow for commercial medical cannabis businesses in an Overlay Zone that
consisted of the industrial area south of Farroll Road. Council later provided direction for staff to
increase the area for commercial medical cannabis uses to include all three of the city’s
industrial zones in place of the Overlay Zone south of Farroll Road. The Council also reviewed a
draft regulatory ordinance for the operation and regulation of commercial medical cannabis
businesses in February and March 2017. These efforts culminated in the Council’s adoption of
two ordinances in May 2017 to allow commercial medical cannabis uses in the city. The land
use ordinance established requirements that allow medical cannabis uses, including cultivation,
manufacturing, distribution, testing laboratories and up to two dispensaries subject to approval
of a Use Permit. The regulatory ordinance established the regulatory framework for those uses
subject to approval of a Commercial Cannabis Permit. In addition, the Council adopted an
ordinance in February 2017 to formally establish the cannabis tax approved by voters in 2016.
Attachments 1-3 show the three commercial cannabis ordinances adopted by the Council
including the most recent changes to the regulatory ordinance. Since the adoption of these
ordinances, there has been a significant degree of activity this fiscal year with applications of
commercial medical cannabis businesses. The City received 12 applications for dispensaries in
July 2017 (now termed “retailers” or “microbusinesses” under State law) which were reviewed
by a staff committee consisting of the City Manager, Community Development Director, Police
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Chief, and Five Cities Fire Authority Fire Chief with assistance from the City Attorney and an
outside consultant (HdL Companies). The Council determined a list of seven qualified applicants
in September 2017 and further identified the top four applicants to correspond with an
amendment to the land use ordinance in January 2018 that allows up to four retail storefront
permits. On January 22, 2018, the Council issued Use Permits and Commercial Cannabis
Permits for the first two retail storefronts (Natural Healing Center and The Monarch) and the
Council subsequently issued permits on March 5, 2018 for the second two retail storefronts
(805 Beach Breaks and Milkman) and a manufacturing facility (The Hive). The first retail
storefront is anticipated to open by the end of April with the others anticipated to open in May or
June. In addition to these five permits issued, there are nine other development applications for
commercial cannabis manufacturing businesses in process with at least four applications
expected to come to the Council for permit issuance by the end of June. As a result, there may
be around 10 commercial cannabis businesses operating in the city at the beginning of fiscal
year 2018-19 with more applications expected to be submitted.
With the Council’s guidance and leadership, Grover Beach is well on its way to establishing the
commercial cannabis industry in a thoughtful, responsible, and safe manner. Given this timing, it
is prudent to evaluate the City’s current implementation and consider broader policy issues and
processes to continue aligning implementation of the Council’s policy goals while reflecting
changing trends in the cannabis industry, State law, and regional activity. Below is a list of
topics that staff has identified for the Council’s input and direction followed by a description of
each item:








Development application review and permit process changes
Retailer businesses with no storefront
Level Two manufacturing with volatile solvents other than ethanol
Adult use commercial cannabis businesses
Onsite consumption
Regulatory budget and permit fees
Tax structure changes

Development Application Review and Permit Process Changes
The current ordinance requires the Council approve all cannabis Use Permits with the Planning
Commission providing a recommendation. As mentioned earlier, the Council has considered
and approved five Use Permit applications to date and there are currently nine Use Permit
applications in process with another 10 applications anticipated to be submitted by the end of
June.
As an alternative to the single Use Permit issued currently, staff has identified two types of
discretionary permits that the Council could consider for the review and approval of cannabis
projects as follows:


Use Permit – this requires a public hearing, notice published in the newspaper, and all
property owners within 300 feet of the proposed project site are mailed notices. Once an
application is deemed complete (i.e., project application and plans have the required
information to prepare a staff report, draft conditions and schedule a public hearing) it
takes approximately 30 days for the Planning Commission to conduct the public hearing
and another 15-25 days to conduct the Council public hearing. The Review Authority
(currently the City Council) for a Use Permit can be either the City Council or Planning
Commission, whose decision can be appealed to the Council.



Administrative Use Permit - the requirements and process are the same as a Use
Permit, except the Community Development Director conducts the public hearing and is
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authorized to approve or deny the proposed project with the decision appealable to the
Planning Commission. The projects are typically non-controversial and rarely do
members of the public attend with the public hearings typically held in the early
afternoon. Projects that require an Administrative Use Permit do not involve new
construction; therefore, the projects may be exempt from the California Environmental
Quality Act (CEQA).
As a process change, staff is recommending that the Planning Commission serve as the Review
Authority for all cannabis related Use Permits, which is consistent with the current process of all
Use Permits being reviewed by the Planning Commission. This would eliminate the requirement
for a Council meeting, unless an appeal was filed, and reduce the processing time by 15-20
days. It would also reduce the applicant’s cost by eliminating the need for preparing a Council
staff report and presentation.
Lastly, currently the ordinance requires the Council approve Commercial Cannabis Permits
(i.e., the regulatory permit) if the Commercial Cannabis Permit is being processed concurrently
with the Use Permit. The City Manager is authorized to approve Commercial Cannabis Permits
if it is not being processed concurrently with a Use Permit. If the Council directs staff to revise
the ordinance to allow Planning Commission approval of the Use Permit, then staff would
recommend that the City Manager be authorized to approve all Commercial Cannabis Permits,
unless appealed to the Council.
Retailer Businesses with No Storefront
The four retailers approved by the Council will all have a retail storefront (i.e., open to the public)
and may also provide mobile delivery of their products to clients within and outside of the city.
The State has recently added a new Type 9 license that is for businesses that have a retail
facility but are not open to the public and exclusively make mobile deliveries. San Luis Obispo
County is only allowing Type 9 licenses, prohibiting retailers with storefronts open to the public.
As part of the retailer pre-application process, the Council established that there were seven
eligible retail applicants, with the top four having received approval to be issued Use Permits.
The Council could consider amending the ordinance to allow any of the remaining three eligible
applicants to operate a retailer business without a storefront located in the city. One caution with
this approach is that adding up to three additional retailers means greater competition for sales
by the four retailers with storefronts currently permitted who are each investing considerable
resources in opening their public storefronts.
Level Two Manufacturing
The initial ordinances approved by the Council permitted cannabis manufacturing operations in
both Type 6 Level One (using non-volatile solvents) or Type 7 Level Two (using volatile
solvents). Council’s policy direction allowed only one type of volatile solvent for Level Two
manufacturing. Subsequent to the Council’s approval of Ordinance No. 17-06, the California
Bureau of Cannabis Control (BCC) released their emergency regulations that was subsequently
approved by the California Office of Administrative Law on December 7, 2017 officially codifying
the BCC regulations within the California Code of Regulations, Title 16, Division 42.
Within the adopted regulations, the BCC included within Section 5000, “Definitions”, the
definition of the term “Nonvolatile solvent.” The code section states that for purposes of the
cannabis regulations released by the BCC, a nonvolatile solvent includes carbon dioxide (CO2)
used for extraction and ethanol used for extraction or post-extraction processing. As a
consequence, by the BCC defining ethanol as a permissible solvent for Level One type
manufacturing, the current City ordinance can be changed to eliminate the authorization of
Level Two manufacturing. Staff is seeking direction from the Council as to whether there is an
interest in continuing to allow Level Two manufacturing in the City or to eliminate it as a
permissible use and amending the ordinance to only allow Level One manufacturing.
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If Council were to give direction to staff to continue to allow Level Two manufacturing, then staff
will need direction on what types of allowable solvents would be permitted. The allowable
solvents that a Type 7 Level Two manufacturing facility may use include, but are not limited to,
butane, hexane and propane. If given direction to amend the current ordinances to allow Type 7
Level Two manufacturing, staff will have to consider and evaluate what, if any, changes to the
ordinance would be necessary to assure the Laboratory design necessary to protect public
health and safety issues with the use of more volatile solvents. This would likely require
professional consulting services to amend the existing “Fire and Life Safety Requirements”
document to reflect the added Type 7/Level 2 manufacturing processes.
Allowing Adult Use Commercial Cannabis Businesses
The City’s current commercial cannabis ordinances only allow medical cannabis businesses
rather than “adult use” (recreational) businesses as authorized under the Medicinal and Adult
Use Cannabis Regulation and Safety Act (MAUCRSA). The Council made a conscious decision
only to allow medical businesses initially while indicating an intent to revisit this determination at
a later date. Given the extent of initial business activity, it is prudent for the Council to consider
whether it is appropriate and timely to allow adult use businesses to operate in the city.
The manufacturing facilities ready to begin operating are positioned to make both medical and
adult use products and the retailers could adapt their operations to sell for both uses. In
addition, nearby cities that have recently started developing commercial cannabis ordinances
(e.g., San Luis Obispo and Lompoc) are planning to allow both medical and adult use
businesses so not allowing adult use businesses may put Grover Beach in a competitive
disadvantage. Allowing adult use businesses would likely lead to greater cannabis tax revenues
for the City given the increased demand and related business activity. Given this greater
demand, the City would need to adjust its regulatory fees and closely monitor the industry to
ensure that any unanticipated impacts regarding public safety, code enforcement, and other
regulatory areas were addressed. If the Council provided direction to allow adult use
businesses, staff would make the corresponding changes in the commercial cannabis
ordinances and application information and work with permitted medical cannabis businesses to
allow them to also become adult use businesses with the necessary State and local licenses.
Onsite Consumption
State law (MAUCRSA) allows for onsite consumption under limited conditions. California
Business and Professions Code, Section 26054 prohibits the sale of any alcohol or tobacco
products on a site licensed for cannabis sales under MAUCRSA. In accordance with Business
and Professions Code, Section 26200 (g) a local jurisdiction can allow the smoking, vaporizing,
and ingesting of cannabis or cannabis products on the premises of a retailer or microbusiness
license under MAUCRSA if the following requirements are followed:




Access to the area where cannabis will be smoked or consumed shall be restricted to
persons 21 years of age or older;
Cannabis consumption is not visible from any public place or nonage restricted area;
and
Sale or consumption of alcohol or tobacco is not allowed.

If Council gives direction to allow consumption of cannabis products on site, staff will need to
make necessary amendments to both the land use and regulatory ordinances. The ordinances
currently prohibit the consumption of any cannabis products on the premises of a retail
establishment unless there is a medical necessity, and anywhere else within the city other than
a private residence. There are a number of issues for the Council to consider with regards to
onsite consumption for retailers or microbusinesses including the extent of nighttime activity and
lack of public transportation in areas zoned for cannabis businesses, parking considerations,
proximity to residences and other nearby uses, odor control, and impact on police and other City
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resources. Staff would suggest that this might be an issue for the Council to further consider in
2019 after the first year of operation for cannabis businesses and further staff research into
onsite consumption provisions and impacts.
Regulatory Budget and Permit Fees
The City’s 2017-18 budget included a Cannabis Regulatory Program to oversee the regulation
of the cannabis industry within the city. This program included resources primarily in the
Community Development and Police Departments with a budget of approximately $200,000 in
both personnel and operating costs. The budgeted personnel costs included a new part-time
Police Detective position to carry out background checks and serve as the primary law
enforcement liaison with the industry and 50% of the cost of a new Code Compliance Officer
position given anticipated code enforcement activities with the establishment of this new
industry. This regulatory program was established under a full cost recovery model so that
commercial cannabis businesses were fully paying for the cost of regulating the industry. For
this first year as initial businesses are permitted and established, a combination of revenues
from one-time dispensary pre-application fees, Live Scan fees, and other sources are intended
to cover the 2017-18 regulatory costs which are estimated at $190,000. At this time, staff does
not intend to create a prorated regulatory permit fee for the remainder of this fiscal year for the
businesses operating between April and June given their focus on getting established.
Going forward into the next fiscal year 2018-19, staff is recommending that commercial
cannabis permit fees fully cover the Cannabis Regulatory Program costs beginning on July 1,
2018. The program costs are proposed to increase to $290,000 primarily due to budgeting for
legal services costs which were funded this year by the City and auditing services to ensure
business compliance with the City’s financial reporting and revenue collection in this first year of
operation. In terms of staff costs, the budget includes fire inspection costs for services provided
by the Five Cities Fire Authority while reducing the percentage of the Code Compliance Officer
position funded to 25% given a refinement of anticipated code enforcement time for cannabis
businesses. Given the evolving nature of this industry, staff will monitor costs over this next year
to determine if any revisions to these estimates are needed based on time expended and bring
potential adjustments to the Council.
To fund these regulatory costs next year, staff is recommending an annual permit fee ranging
from $10,000 to $20,000 depending on the type and size of business as shown below:









Retail Storefront:
Cultivation up to 5,000 sf
Cultivation over 5,000 sf
Manufacturing up to $500K gross receipts
Manufacturing $500K to $1M gross receipts
Manufacturing over $1M gross receipts
Testing Lab
Distribution Center

$15,000
$10,000
$20,000
$10,000
$15,000
$20,000
$15,000
$15,000

This recommended permit fee range is comparable with some cities such as Sacramento
($7,670 to $29,000) while higher than some cities such as Eureka ($1,000 to $8,500) and
Oakland ($2,790 to $11,173) and lower than others such as San Leandro ($60,000), Woodland
($46,280), and Costa Mesa ($50,000). If fees were set on the lower end of the $5,000-$20,000
range or below this range, the City would likely need to use estimated commercial cannabis tax
revenue to help pay for the cannabis regulatory costs. The exact amount of permit fee revenue
next year will depend on how many businesses are ultimately established and staff will
subsequently update the permit fee for the following fiscal year 2019-20 based on the number of
businesses and extent of regulatory costs. Pending Council direction, staff would incorporate
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these fees into the Master Fee Schedule to be considered by the Council on April 16, 2018 and
bill existing businesses on July 1, 2018 and new businesses as they are permitted.
Tax Structure Changes
Lastly, staff wished to engage the Council about potential changes to the City’s cannabis tax
structure. The current cannabis tax approved by voters in November 2016 includes a 5% gross
receipts tax on medical commercial cannabis activities and a 10% tax on adult use/recreational
commercial cannabis activities. This gross receipts tax does not apply to cultivation businesses
which have a $25/square foot tax on the first 5,000 square feet of canopy space and $10/square
foot on square footage beyond that. These tax rates were established in August 2016 when the
measure was placed on the ballot and based largely on rates in nearby cities such as King City
and Santa Barbara that were establishing their own cannabis tax rates at that time.
Since then, numerous cities and counties in our region and throughout the state have
established cannabis tax rates. Attachment 4 shows a compilation of these tax rates throughout
the state including Grover Beach. On a local level, both San Luis Obispo County and Santa
Barbara County have placed cannabis tax measures on the June 2018 ballot and other cities
such as San Luis Obispo and Morro Bay are considering tax measures for the November 2018
ballot. As the cannabis industry begins operating in Grover Beach, it is prudent to review the
City’s current tax rate to ensure it does not deter potential investment while generating desired
tax revenues to support City projects, services, and other community needs. The current tax
rate is projected to generate approximately $750,000 in revenues in 2018-19 and ultimately
rising to $2 million revenues in 2021-22. Staff acknowledges a degree of caution in these
revenue estimates given this new industry and only assumes the 5% medical cannabis rate in
these estimates at this time rather than the higher adult use tax rate.
Below are some options for changing the tax structure for the Council’s consideration and
direction to staff and pending Council direction on allowing adult use businesses:


Reduce the 10% gross receipts tax rate for adult use businesses. The 10% adult use
rate is a high rate when incorporating other taxes including existing state and local sales
tax and new State taxes established by Proposition 64 (15% State excise tax and
cultivation tax of $9.25 per ounce for flower and $2.75 per ounce for leaves). The
effective tax rate would be over 30% which is generally considered by experts as a
maximum tax threshold before cannabis businesses may decide it is more cost-effective
to operate in the underground market. Reducing this 10% tax rate could make this tax
rate more competitive for adult use businesses.



Create a flat gross receipts tax rate of 4-5% for all cannabis businesses except
cultivation. The Council could have medical and adult use businesses pay the same rate
rather than having separate rates. Some cities such as Oakland and Berkeley have
lowered cannabis tax rates to 5% and used similar rates for all cannabis businesses.
Having a similar rate would streamline financial reporting and revenue collection. San
Luis Obispo County’s tax rate, if approved by voters, would start at 4% for all commercial
cannabis businesses and increase by 2% annually over a three-year period to culminate
in a 10% tax rate. Testing laboratories would be exempt from these tax rates.



Charge different gross receipts tax rates for different cannabis uses. The Council could
also vary the tax rates based on the type of cannabis businesses rather than a single
rate for all non-cultivation businesses. For example, Santa Barbara County’s gross
receipts tax rates, if approved by voters, would be 1% for nurseries, 1% for distributers,
3% for manufacturers, 4% for cultivators, 6% for retailers, and 6% for micro-businesses.
If the Council elected to increase the City’s rates beyond 5%, staff would need to review
potential Proposition 218 issues given the rate structure approved by voters.
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Lower the cultivation square foot tax. Both the Council and staff have received
comments from the cannabis industry that the City’s cultivation square foot tax is too
high and deters potential cultivation investments. The tax rate of $25/square foot for the
first 5,000 square feet and $10/square foot beyond that was set in 2016 and is higher
than the cultivation tax rates used today by many cities. A rate of around $10/square foot
would be more comparable with other jurisdictions and keeping the rate consistent rather
than varied would be simpler to administer.

Staff has not carried out detailed revenue estimates with these options but can provide initial
estimates at the Council meeting. There may be some decrease in anticipated tax revenue
initially from these options, but conversely there could be an increased level of cannabis activity
particularly with adult use businesses that would lead to greater tax revenues. Staff is seeking
Council direction on which of these or other tax rate options the Council would like to further
consider and would bring back further information including more detailed revenue estimates.
The Council would be asked to formally change the tax structure through adopting a resolution,
a process which is allowed under Proposition 218 so long as the tax burden on individual
businesses does not increase beyond the maximum rate approved by voters. Lastly,
Attachment 5 includes a letter from the one of the City’s permitted cannabis businesses (Natural
Healing Center) providing its perspective on the City’s cannabis tax rates.
FISCAL IMPACT
Staff has estimated that the City’s commercial cannabis tax will generate up to $2 million
annually over time as commercial cannabis businesses are established. Council direction on
changes to the tax structure will lead to updated revenue estimates that staff will present to the
Council at a future meeting. The Cannabis Regulatory Program is projected to cost $277,000 in
2018-19 and recommended to be paid for by cannabis permit fees. Staff will incorporate Council
direction in finalizing these costs and permit fees as part of the 2018-19 budget.
ALTERNATIVES
The City Council has the following alternatives to consider:
1. Receive an update on the implementation of the City’s commercial cannabis ordinances
and regulatory processes and provide direction to staff on policy issues related to
commercial cannabis; or
2. Provide alternative direction to staff.
PUBLIC NOTIFICATION
The agenda was posted in accordance with the Brown Act.
ATTACHMENTS
1. Commercial Medical Cannabis Land Use Ordinance
2. Commercial Medical Cannabis Regulatory Ordinance
3. Commercial Medical Cannabis Tax Ordinance
4. Cannabis Tax Rates in Other Jurisdictions
5. Natural Healing Center Letter

Attachment 1

Development Code Excerpts Related to Commercial Cannabis Activities and Uses
Adopted May 15, 2017 by Ordinance 17-05
Amended January 8, 2018 by Ordinance 17-09

2.40.020

Purpose of the Industrial Zones
A. Industrial Zone (I). The Industrial Zone applies to areas of the City appropriate for
light, medium and heavy manufacturing and assembly, industrial parks, warehouses,
commercial cannabis uses, and similar and compatible uses. The area is also
appropriate for smaller service businesses such as contractor’s yards, vehicle repair
and storage, and material sales and supplies. Live-work may be appropriate when
compatible with surrounding uses.
B. Coastal Industrial Zone (CI). The Coastal Industrial Zone applies to areas of the
City appropriate for light and medium manufacturing and assembly, industrial parks,
warehouses, commercial cannabis uses, and similar and compatible uses. The area
is also appropriate for smaller service businesses such as contractor’s yards, vehicle
repair and storage, and material sales and supplies. Live-work may be appropriate
when compatible with surrounding uses. All development shall be consistent with the
City’s Local Coastal Program.
C. Coastal Industrial Commercial Zone (CIC). The Coastal Industrial Commercial
Zone applies to the area adjacent to the Coastal Commercial Zone. The area is
appropriate for technology businesses, custom and light manufacturing and
assembly, commercial cannabis uses, and similar and compatible uses where all
operations are conducted within the building. The area is also appropriate for office
uses, live-work, recreational uses and similar and compatible uses. All development
shall be consistent with the City’s Local Coastal Program.

2.40.030

Industrial Zones Allowable Land Uses and Permit Requirements

Table 2.6 Industrial Zones Allowable Land Uses and Permit Requirements
Land Use

CI1

CIC1

I

Industry, Manufacturing & Processing
High Technology Uses
Manufacturing, Artisan
Manufacturing/Processing, Heavy
Manufacturing/Processing, Light
Manufacturing/Processing, Medium
Media Production
Commercial Cannabis Activity & Uses
Printing and Publishing
Recycling – Processing Facilities
Storage – Warehouse
Storage – Outdoor

P
P
-P
UP
P
UP
P
-P
UP

P
P
-P
-P
UP
P
-P
--

P
P
UP
P
UP
P
UP
P
UP
P
UP

Specific Use Regulations

Section 4.10.130
Section 4.10.130
Section 4.10.130
Section 4.10.130
Section 4.10.045
Section 4.10.150
Section 4.10.130
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Table 2.6 Industrial Zones Allowable Land Uses and Permit Requirements
Land Use
Storage – Personal Storage Facility
Storage - Vehicles
Wholesaling & Distribution
Recreation, Education & Public Assembly
Commercial Recreation Facility - Outdoor
Health/Fitness Facility
Meeting Facility, public or private
< 3,000 sf
> 3,000 sf
Studio – Art, Dance, Martial Arts
Public or Quasi-Public Facility
Specialized Education/Training
Residential
Caretaker’s Residence
Home Occupation
Live/work Unit
Retail
Accessory Retail/Service Use
Adult Business
Automobile Service Station
Building/Landscape Materials, Indoor
Building/Landscape Materials, Outdoor
Fuel Dealer
General Retail
Plant Nursery
Restaurant
Vehicle Sales
Services
ATM
Animal Boarding
Animal Care Facilities
Business Support Services
Catering Service
Equipment Rental
Maintenance Service – Client Site Services
Medical services – Clinic/Urgent Care
Mortuary/Funeral Home
Office – Business/Service
Office – Processing
Office – Professional
Recycling – Large Collection Facilities

CI1

CIC1

I

P
UP
P

--P

P
UP
P

UP
AUP

UP
AUP

UP
AUP

AUP
UP
AUP
UP
UP

AUP
UP
AUP
UP
UP

AUP
UP
AUP
UP
UP

AUP
P
UP

AUP
-UP

AUP
P
UP

Section 4.10.050
Section 6.20.070
Section 4.10.090

P
UP
UP
P
UP
UP
P
P
UP
P

P
-----P
-UP
--

P
-UP
P
UP
UP
P
P
UP
P

Section 4.10.020
Section 4.20

P
AUP
P
P
P
P
P
P
UP
P
P
P
AUP

P
--P
P
-P
--P
P
P
AUP

P
AUP
P
P
P
P
P
P
UP
P
P
P
AUP

Specific Use Regulations
Section 4.10.140
Section 4.10.130

Section 4.10.130

Section 4.10.130
Section 4.10.130

Section 4.10.150
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Table 2.6 Industrial Zones Allowable Land Uses and Permit Requirements
Land Use
Recycling – Reverse Vending Machine
Recycling – Small Collection Facilities
Repair Services – Large Equipment
Repair Services – Small Equipment
Vehicle Rental
Vehicle Repair & Services
Transportation & Infrastructure
Freight Terminal
Parking Facility
Telecommunication Facility
End Note

CI1

CIC1

I

P
P
P
P
P
AUP

P
P
-P
---

P
P
P
P
P
P

-UP
UP

-UP
UP

UP
UP
UP

Specific Use Regulations
Section 4.10.150
Section 4.10.150
Section 3.10.020

Section 4.10.130

Section 4.40

1. Projects located in the Coastal Zone may require a Coastal Development Permit (See Section 6.20.040).

Legend
P
Permitted Use
AUP Administrative Use Permit Required
UP
Use Permit Required
-Use Not Allowed

4.10.045

Commercial Cannabis Activity and Uses

A.

Purpose. This Section provides standards for Commercial Cannabis Uses, where allowed by
Chapter 2 (Zones and Allowable Land Uses). These standards apply in addition to the regulatory
requirements in Municipal Code Article III Chapter 18 and the State’s licensing requirements.
Commercial Cannabis Uses allowed by the City shall include those uses licensed in Business and
Professions Code sections 26050, 26061 and 26070 and as modified and restricted within this
Chapter 2 and in Chapter 18 of Article III of the Grover Beach Municipal Code. With the exception
of testing laboratory licenses, which may be used to test cannabis and cannabis products
regardless of whether they are intended for use by individuals who possesses a physician’s
recommendation, all Use Permits and Commercial Cannabis Permits issued by the City shall be
only for medical cannabis purposes and be consistent with the State’s issuance of a “M” licenses
designation consistent with Business and Professions Code Section 26050 (b).

B.

Review Authority. The Council is authorized to approve Use Permits for commercial cannabis
uses. The Planning Commission shall make a recommendation to the Council.

C.

Permit requirements. A land Use Permit shall be approved by the Council to ensure compliance
with this Section and a Coastal Development Permit shall be required when located in the
Coastal Zone. Approval of a land Use Permit does not allow the applicant to operate until a
Commercial Cannabis Permit is approved in accordance with Municipal Code Article III Chapter
18.

D.

Limitation on number of Retailers and/or Microbusinesses with a retailer use, whether open to the
public or delivery only. The aggregate maximum number of Retailers and/or Microbusinesses
with a retailer use allowed are up to four.
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E.

Limitation on manufacturing uses. Level 1 and Level 2 manufacturing (State Licenses Types 6
and 7) shall be authorized subject to Municipal Code Article III Chapter 18.

F.

Setbacks. Commercial Cannabis Uses shall comply with the following minimum setbacks:
1. All Retailers and/or Microbusinesses with a retailer use, whether open to the public or delivery
only, shall be located a minimum of 100 feet from all residential zones as measured from the
residential lot boundary to the public entrance of the facility, except on Farroll Road where no
minimum setback is required from residential zones.
2. All Retailers and/or Microbusinesses with a retailer use, whether open to the public or delivery
only, shall be located a minimum of 600 feet from public and private schools grades kindergarten
through 12th grade consistent with State law.
3. All commercial cannabis uses shall be located a minimum of 100 feet from the CR2 Zone on the
north side of Atlantic City Avenue as measured from the residential lot boundary to the industrial
lot boundary.
4. All commercial cannabis uses not otherwise subject to the setback requirements of this
Subsection, shall not be subject to any additional setback requirements other than contained in
Section 2.40.040.

G.

Development standards. Commercial Cannabis Uses shall comply with the following standards:
1. All Retailers and/or Microbusinesses with a retailer use, whether open to the public or delivery
only, may be open to the public between the hours of 9:00 a.m. and 7:00 p.m. and make and
receive deliveries between the hours of 9:00 a.m. and 9:00 p.m. All other non-retailer uses may
operate at any time, but shall only receive deliveries between the hours of 7:00 a.m. and 9:00
p.m.
2. Cultivation and nursery uses shall prepare a Water Recycling Management Plan that
demonstrates that irrigation water is recycled to the maximum extent feasible using best
management practices. A separate water meter shall be installed for irrigation uses.
3. All cultivation and nursery uses shall be within an enclosed building. Cultivation and nursery uses
are prohibited outdoors.
4. Cultivation and nursery uses may use mixed-light buildings when issued a local license consistent
with State licensing that allows for mixed-light buildings when no light is visible through the roof
and windows of grow areas from dusk to dawn.
5. All delivery areas and loading/unloading areas shall be conducted within a secured area.
6. Odor control devices and techniques shall be incorporated to ensure that marijuana odors are not
detectable from the property boundary and public right-of-way. In multi-tenant buildings
marijuana odors shall not be detectable from the building exterior, or from exterior and/or interior
common areas such as walkways, hallways, breezeways, foyers, lobby areas, or any other areas
available for use by common tenants or the visiting public, or within any other unit located inside
the same building as the commercial cannabis business. Odor control systems shall include, but
are not limited to, ventilation and exhaust systems that provide sufficient odor absorbing to meet
the above requirements.
7. An Operations and Security Plan shall be prepared as required by Municipal Code Article III
Chapter 18.
8. Design standards in Section 2.40.050 and any other Council adopted design guidelines.
9. All applicable regulatory requirements of Municipal Code Article III Chapter 18.

Development Code Excerpts Related to Commercial Cannabis Activities and Uses
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Authority for Land Use and Zoning Decisions

Table 6.1 (Review Authority), below, identifies the Review Authority responsible for reviewing and making
decisions on each type of development application required by this Development Code.
Table 6.1 Review Authority
Type of Action

Code Section

Review Authority
Director

Commission

Council

General Plan Amendment

7.30

Recommend

Recommend

Decision

Local Coastal Program Amendment

7.30

Recommend

Recommend

Decision1

Development Code Amendment

7.30

Recommend

Recommend

Decision

Coastal Development Permit

6.20.040

Recommend2

Decision

Appeal

Development Permit

6.20.060

Recommend

Decision

Appeal

Use Permit

6.20.090

Recommend

Decision3

Appeal3

Variance

6.20.100

Recommend

Decision

Appeal

Administrative Development Permit

6.20.020

Decision

Appeal

Appeal

Administrative Use Permit

6.20.030

Decision

Appeal

Appeal

Home Occupation Permit

6.20.070

Decision

Appeal

Appeal

Temporary Use Permit

6.20.080

Decision

Appeal

Appeal

Interpretations
1.10.050
Decision
Appeal
Appeal
Note:
1. The decision by the City Council does not take effect until it is certified by the California Coastal
Commission.
2. The Director may approve a Coastal Development Permit in compliance with Section 6.20.040.
3. The City Council shall be the Review Authority for Use Permits for Commercial Cannabis Uses.

9.10.020

Definitions of Specialized Terms and Phrases

Commercial Cannabis Uses. The uses are solely limited to commercial medical cultivation, nursery,
manufacturing, testing laboratories, transportation, distribution (includes storage), microbusiness, and
retailer as defined in Business and Professions Code Sections 26050, 26061 and 26070 or as modified and
restricted hereafter, and in Municipal Code Article III Chapter 18.

Attachment 2

Municipal Code Article III, Chapter 18. Commercial Cannabis Activity
Adopted May 15, 2017 by Ordinance 17-06
Amended January 8, 2018 by Ordinance 17-10
4000.10
4000.20
4000.30
4000.40
4000.50
4000.60
4000.70
4000.80
4000.90
4000.100
4000.110
4000.120
4000.130
4000.140
4000.150
4000.160
4000.170
4000.180
4000.190
4000.200
4000.210

4000.250
4000.260
4000.270

Purpose and Intent.
Definitions
Non-commercial Cannabis Activity prohibited in any zone.
Licenses and Permits
Security Measures
Employees; Employee Work Permits; Identification
Right to Occupy and to Use Property
Location of Commercial Cannabis Business; 100 Foot Setback from Residential Zones
Restriction on Alcohol Sales
Concurrent Regulation with State
Compliance with Laws
Inspection and Enforcement
Fees and Charges
Violation and Enforcement
Limitations on City’s Liability
Commercial Cannabis Permit Application Procedures and Application Requirements
Records and Reporting
Prohibition on Transfer of Commercial Cannabis Permits
Packaging and Labelling
Operating Requirements for All Commercial Cannabis Uses
Operating Requirements for Cultivation, Manufacturing, Waste, and Storage
Requirements
Operating Requirements for Cultivation and Nurseries
Operating Requirements for Cannabis Manufacturing; Edibles and Other Cannabis
Products; Sale or Distribution of Edible and Other Cannabis Products
Operating Requirements for Cannabis Manufacturing (Level one and two): Extraction,
etc.
Establishment of Regulations and Standards
Fees Deemed Debt to City of Grover Beach
Permit Holder Responsible for Violations

4000.10

Purpose and Intent.

4000.220
4000.230
4000.240

(A)
It is the primary purpose and intent of this Chapter to accommodate the needs of medicallyill Persons in need of marijuana for medical purposes while imposing regulations on the use of land to
protect City of Grover Beach’s neighborhoods, residents, and businesses from negative impacts. It is a
further purpose and intent of this Chapter to regulate the cultivation, nursery, manufacturing, testing
laboratories, transportation, delivery, distribution (includes storage) retailers and microbusinesses of
cannabis and cannabis-related products in a manner which is responsible and which protects the health,
safety, and welfare of the residents of the City of Grover Beach; to enforce rules and regulations consistent
with State law. In part to meet these objectives, an annual permit shall be required to own and to operate
a Commercial Cannabis Business within the City of Grover Beach as authorized under this ordinance and
within the City of Grover Beach Development Code. Nothing in this Chapter is intended to authorize the
cultivation, possession or use of marijuana for any non-medical purpose consisting of either commercial or
personal use other than as authorized within this ordinance or wherein the Adult Use of Marijuana Act
otherwise preempts local agency regulations.
(B)
Pursuant to Section 7 of Article XI of the California Constitution, the City of Grover Beach
is authorized to adopt ordinances that establish standards, requirements, and regulations for local licenses
and permits for Commercial Cannabis Activity. Any standards, requirements, and regulations regarding
health and safety, testing, laboratory operations and safety, security, and worker protections established
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by the State of California, or any of its departments or divisions, shall be the minimum standards applicable
in the City of Grover Beach to Commercial Cannabis Activity.
4000.20

Definitions.

When used in this Chapter, the following words shall have the meanings ascribed to them in this section.
Any reference to California statutes includes any regulations established thereunder and is deemed to
include any successor or amended version of the referenced statute or regulatory provision.
(A)
“Accrediting body” means a nonprofit organization that requires conformation to ISO/IEC
17025 requirements and is a signatory to the International Laboratory Accreditation Cooperative Mutual
Recognition Arrangement for Testing.
(B)
“Applicant” for purposes of this ordinance means an Owner applying or renewing a local
Commercial Cannabis Permit.
(C)
“Cannabis” means all parts of the Cannabis sativa Linnaeus, Cannabis indica, or Cannabis
ruderalis, whether growing or not; the seeds thereof; the resin, whether crude or purified, extracted from
any part of the plant; and every compound, manufacture, salt, derivative, mixture, or preparation of the
plant, its seeds, or resin. “Cannabis” also means the separated resin, whether crude or purified, obtained
from marijuana. “Cannabis” also means marijuana as defined by Section 11018 of the California Health
and Safety Code as enacted by Chapter 1407 of the Statues of 1972. “Cannabis” does not include the
mature stalks of the plant, fiber produced from the stalks, oil or cake made from the seeds of the plant, any
other compound, manufacturing, salt, derivative, mixture, or preparation of the mature stalks (except the
resin extracted therefrom), fiber, oil, or cake, or the sterilized seed of the plant which is incapable of
germination. For the purpose of this Chapter, “Cannabis” does not mean industrial hemp as that term is
defined in Section 11018.5 of the California Health and Safety Code.
(D)
“Cannabis concentrate” means manufactured cannabis that has undergone a process to
concentrate the cannabinoid active ingredient, thereby increasing the product’s potency. An edible medical
cannabis product is not considered food, as defined by Section 109935 of the California Health and Safety
Code, or a drug, as defined by Section 109925 of the California Health and Safety Code.
(E)
“Certificate of Accreditation” means a certificate issued by an accrediting body to a licensed
testing laboratory, entity, or site to be registered in the state and permitted by the City.
(F)
“Commercial Cannabis Activity” or “Commercial Cannabis Use” includes cultivation,
nursery, possession, manufacture (Level one and two), processing, storing, laboratory testing, labeling,
retailers and microbusinesses including wholesale and retail sale of medical cannabis or a medical
cannabis products, distribution, transportation and approved licenses enumerated and defined within
Division 10, Chapter 1 (commencing with Section 26000) of the California Business and Professions Code,
and ultimately issued a “M-Type” license consistent with Section 26050 (b), of the California Business and
Professions Code, as amended. For purposes of this definition, all authorized uses shall be for commercial
medical cannabis uses only unless preempted by state law.
(G)
“Commercial Cannabis Business” means any business or operation which engages in
Commercial Cannabis Activity.
(H)
“Commercial Cannabis Permit or Permit” means a permit issued by the City of Grover
Beach pursuant to this Chapter to a Commercial Cannabis Business that authorizes a Person to conduct
Commercial Cannabis Activity within the City.
(I)
“Cultivation” means any activity involving the propagation, planting, growing, harvesting,
drying, curing, grading, or trimming of cannabis.
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(J)
“Cultivation site” means a facility where medical cannabis is propagated, planted, grown,
harvested, dried, cured, graded, or trimmed, or that does all or any combination of those activities, that
holds a valid state license pursuant to the Medicinal and Adult-Use Cannabis Regulation and Safety Act
(MAUCRSA).
(K)
“Delivery” means the commercial transfer of medical cannabis or medical cannabis
products from a retailer or microbusiness with a retailer use, up to an amount determined by the State of
California, or any of its departments or divisions, to a primary caregiver or qualified patient, or a testing
laboratory. “Delivery” also includes the use by a retailer or microbusiness with a retailer use of any
technology platform owned and controlled by the retailer or microbusiness with a retailer use, or
independently licensed by the State of California under the Medicinal and Adult-Use Cannabis Regulation
and Safety Act (as the same may be amended from time-to-time), that enables qualified patients or primary
caregivers to arrange for or facilitate the commercial transfer by a licensed retailer or microbusiness of
medical cannabis or medical cannabis products.
(L)
“Dispensing” means any activity involving the retail sale of medical cannabis or medical
cannabis products from a licensed retailer (State license Type 10) or a microbusiness with a retail use
(State license type 12).
(M)
“Distribution” means the procurement, sale, and transport of medical cannabis or medical
cannabis products between entities licensed pursuant to the Medicinal and Adult-Use Cannabis Regulation
and Safety Act or as amended.
(N)
“Distributor” means a Person licensed under the Medicinal and Adult-Use Cannabis
Regulation and Safety Act to engage in the business of purchasing medical cannabis from a licensed
cultivator, or medical cannabis products from a license manufacturer, for sale to a licensed retailer or
microbusiness.
(O)
“Dried flower” means all dead medical cannabis that has been harvested, dried, cured, or
otherwise processed, excluding leaves and stems.
(P)
“Edible cannabis product” means manufactured cannabis that is intended to be used, in
whole or in part, for human consumption. An edible medical cannabis product is not considered food as
defined by Section 109935 of the California Health and Safety Code or a drug as defined by Section 109925
of the California Health and Safety Code.
(Q)
“Good Cause” for purposes of refusing or denying an initial application for a Commercial
Cannabis Permit, for revoking a Commercial Cannabis Permit or for refusing or denying renewal or
reinstatement of a Permit, or for Rating Applicants for purposes of issuance of a Permit means;
(1)

(2)
(3)
(4)
(5)
(6)

The Applicant has violated any of the terms, conditions or provisions of this Chapter, of
State Law, or any regulations and rules established pursuant to State Law, any
applicable rules and regulations, or any special terms or conditions placed upon its Use
Permit, State License or Local Permit;
Failure to provide information required by the City of Grover Beach;
The Permitted Premises have been operated in a manner that adversely affects the
public health, safety or welfare or the safety of the immediate neighborhood in which the
establishment is located;
The Applicant has knowingly made false or misleading statements, misrepresentations
or material omissions as part of an interview process, on an application form to request
issuance of a Permit or renewal, or any other document submitted to the City;
The Commercial Cannabis Business is not created, organized or operated in strict
compliance with all applicable laws and regulations;
The Applicant fails to meet the requirements of this Chapter, or the conditions of the Use
Permit;
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The operation of the proposed Commercial Cannabis Business at the proposed location
is prohibited by a state or local law or regulation;
The Council has found consistent with Section 4000.160 that the Applicant’s criminal
history reflects a conviction of an offense that is substantially related to the qualifications,
functions or duties of the business or profession for which the application is made and
has found the Applicant is not suitable for issuance of a Permit;
The Applicant was found, to have a felony or misdemeanor conviction involving fraud,
deceit, embezzlement, dishonesty, violent behavior, moral turpitude or committed crimes
serving as a basis for denial of a Permit consistent with Section 4000.160. A conviction
within the meaning of this section means a plea or a guilty verdict, a conviction or
diversion following a plea of nolo contendere or a conviction later expunged by the court;
The Applicant was found to have a felony or misdemeanor conviction for hiring,
employing, or using a minor in transportation, carrying, selling, giving away, preparing
for sale, or peddling, any controlled substance to a minor; or selling, offering to sell,
furnishing, offering to furnish, administering, or giving any controlled substance to a
minor.
The Applicant was found to have a felony or misdemeanor conviction for drug trafficking
with enhancements pursuant to Section 11370.4 or 11379.8 of the Health and Safety
code.
The Applicant is employing or being financed in whole or in part by any Person whose
criminal history indicates that Person would not be issued a Permit consistent with
Section 4000.160 of this Chapter;
The Applicant or his/her employees fails to allow inspection of the business facilities,
security recordings, activity logs, or business records of the Permitted Premise by City
Officials;
The Applicant’s business is owned by, or has an officer or director who is a licensed
physician making recommendations for Medical Cannabis;
The Applicant has had a local Permit or State Cannabis License revoked or has had
more than one suspension on its local Permit by the City; or
The Applicant operated a Commercial Cannabis Business in violation of Section 4000.40
of this Chapter;
The Applicant or the operator listed in the application is less than twenty-one (21) years
of age.

(R)
“Greenhouse” means a structure with walls and roof made primarily of transparent
material, such as glass, in which plants requiring regulated climatic conditions are grown.
(S)
“License” means the issuing of a license by the State of California, or one of its departments
or divisions, under the Medicinal and Adult-Use Cannabis Regulation and Safety Act to engage in
Commercial Cannabis Activity. License shall not consist of any uses for non-medical marijuana that is
subject to licensing by the State consistent with the California Business and Professions Code Section
26050, et. seq.
(T)
“Live plants” means living medical cannabis flowers and plants, including seeds, sprouts,
immature plants (including unrooted clones), and vegetative stage plants.
(U)
“Manufacturer” means a Person that conducts the production, preparation, propagation, or
compounding of manufactured medical cannabis, as defined in this section, or medical cannabis products
either directly or indirectly or by extraction methods, or independently by means of chemical synthesis at a
fixed location that packages or repackages medical cannabis or medical cannabis products or labels or
relabels its container, that holds a valid state license pursuant to the Medicinal Adult-Use Cannabis
Regulation and Safety Act.
(V)
“Manufactured cannabis” means raw cannabis that has undergone a process whereby the
raw agricultural product has been transformed into a concentrate or manufactured product intended for
internal consumption or topical application.
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(W)
“Manufacturing site” means a location that produces, prepares, propagates, or compounds
medical cannabis or medical cannabis products, directly or indirectly, by extraction methods, independently
by means of chemical synthesis, or by a combination of extraction and chemical synthesis, and is owned
and operated by a Person issued a license by the State of California, or one of its departments or divisions,
for these activities.
(X)
“Medical cannabis”, “medical cannabis product,” or “cannabis product” means a product
containing cannabis, including, but not limited to, concentrates and extractions, intended to be sold for use
by medical cannabis patients in California pursuant to the Compassionate Use Act of 1996 (Proposition
215), found at Section 11362.5 of the California Health and Safety Code (as the same may be amended
from time-to-time). For purposes of this Chapter, “medical cannabis” does not include industrial hemp as
defined by Section 81000 of the California Food and Agricultural Code or Section 11018.5 of the California
Health and Safety Code.
(Y)
“Microbusiness” (State license Type 12) shall mean a use for the cultivation of cannabis on
an area less than 10,000 square feet and to act as a licensed distributor, Level 1 manufacturer, and retailer
under state and local law, or any combination of uses listed herein provided such licensee can demonstrate
compliance with all requirements imposed by the Medicinal and Adult-Use Cannabis Regulation and Safety
Act on licensed cultivators, distributors Level 1 manufacturers, and retailers to the extent the licensee
engages in such activities.
(Z)
“Mixed-Light Building” shall mean the cultivation of cannabis using light deprivation and/or
artificial lighting below a rate of 25 watts per square foot.
(AA)
“Moral Turpitude,” crimes are defined as acts of baseness, vileness or depravity in the
private and social duties, they are contrary to the accepted and customary rule of moral, right and duty
between people. Crimes involving moral turpitude require the criminal intent of the offender to cause great
bodily injury, defraud, deceive, deprive an owner of property, or to act in a lewd manner or recklessness.
(BB)
“Nursery” means a licensee that produces only clones, immature plants, seeds, and other
agricultural products used specifically for the planting, propagation, and cultivation of medical cannabis.
(CC)

“Owner” means any of the following:
(1) Owner or owners of a proposed facility, includes all Persons or entities having
ownership interest of 5 percent or more, other than a security interest, lien, or
encumbrance on property that will be used by the facility.
(2) ‘If the owner is an entity, “owner” includes within the entity each Person participating
in the direction, control, or management of, or having a financial interest in the
proposed facility.
(3) If the applicant is a publicly traded company, “owner” means the chief executive officer
or any Person or entity with an aggregate ownership interest of 5 percent or more.
(4) Owner, will also include any consultants, agents, or contractors hired for the purpose
of assisting in the preparation and submittal of an application for a Commercial
Cannabis Permit or in the operations and management of a Commercial Cannabis
Business.

(DD) “Person” means an individual, firm, partnership, joint venture, association, corporation,
limited liability company, estate, trust, business trust, receiver, syndicate, or any other group or combination
acting as a unit and includes the plural as well as the singular number.
(EE)
“Rating” means a process wherein the City Council considers numerous applications for a
Commercial Cannabis Permit that are greater than the number of permits allocated or authorized by
ordinance. The City will implement a process as established by Council wherein they rate the applicants
based upon information submitted by the applicant, criminal history defined as a component of Good Cause,
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and oral interviews. Staff will rate the applicants and submit recommendations to Council for consideration.
Council may use their sole discretion in using the information submitted by staff or other factors in
considering issuance of permits when the applications are greater in number than the number of allowable
permits by ordinance. Wherein a total number of Commercial Cannabis Permits are established by
ordinance, nothing in this section nor in Section 4.10.045 of the Grover Beach Municipal Code obligates
the Council to issue the total number of authorized permits. Council at their discretion may issue any
number of permits up to the maximum number of permits authorized by ordinance.
(FF)
“Retailer” (State license Type 10) means a use for the retail sale and delivery of medical
cannabis or cannabis products to customers. This use is for operations within a fixed location and may
consist of a facility open to the general public or may be for delivery only.
(GG) “Stacking” means the practice of growing marijuana plants on platforms or tables and
stacking them in multiple layers on top of each other.
(HH) “State License” or “license” means a state license issued pursuant to the Medical Cannabis
Regulation and Safety Act.
(II)
“Testing Laboratory” means a facility, entity, or site in the state that offers or performs tests
of medical cannabis or medical cannabis products and that is both of the following:
(1)

Holds a valid Certificate of Accreditation by an Accrediting Body that is independent
from all other Persons involved in the medical cannabis industry in the state.

(2)

Registered with the State Department of Public Health.

(JJ)
“Topical cannabis” means a product intended for external use. A topical cannabis product
is not considered a drug as defined by Section 109925 of the California Health and Safety Code.
(KK)
“Transport” means the transfer of medical cannabis or medical cannabis products from the
permitted business location of one licensee to the permitted business location of another licensee, for the
purposes of conducting Commercial Cannabis Activity authorized by the Medical Cannabis Regulation and
Safety Act.
(LL)
“Transporter” means a Person issued a state license by the State of California, or one of
its departments or divisions, to transport medical cannabis or medical cannabis products in an amount
above a threshold determined by the State of California, or one of its departments or divisions, that have
been issued a State license pursuant to the Medical Cannabis Regulation and Safety Act.
4000.30

Non-commercial Cannabis Activity prohibited in any zone.

(A)
Notwithstanding anything to the contrary contained in the Grover Beach City Municipal
Code, activity other than Commercial Cannabis Activity shall not be a permitted use in any zone of the city,
and no Use Permit shall be issued permitting such use. Further notwithstanding anything contrary contained
in the Grover Beach Municipal Code, a violation of this Chapter and or any provision thereof shall not be
subject to criminal penalties but may only be enforced by civil and or administrative proceedings.
(B)
Notwithstanding subsection (a) above, this section shall not be intended to preclude or limit
personal possession or use of six living marijuana plants and possession of the marijuana produced by the
plants consistent with paragraph (3) of subdivision (a) of Health and Safety Code Section 11362.1.
Moreover, in accordance with Health and Safety Code section 11362.2, not more than six living plants may
be planted, cultivated, harvested, dried, or processed within a single private residence, or upon the grounds
of that private residence, at one time. The limitation of six living plants per residence is a maximum number
of plants allowed at any residence no matter how many Persons reside within that residence. All
possession, planting, cultivation, harvesting, drying, or processing must be conducted inside a private
residence or inside an accessory structure to a private residence located upon the grounds of a private
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residence that is fully enclosed and secure. At no time, shall any cultivation, possession or use of marijuana
plants or marijuana produced by the plants or manner of operations arise to the level of a public or private
nuisance including but not limited to odors or light emanating from a structure.
4000.40

Licenses and Permits.

(A)
In addition to the requirements which may be imposed pursuant to this Chapter, no Person
shall engage in Commercial Cannabis Activity or open or operate a Commercial Cannabis Business
without possessing both a Commercial Cannabis Permit issued by the City Council and within one (1) year
of the ability to obtain a license from the State of California upon implementation of the Medical Cannabis
Regulation and Safety Act, a license issued by the State of California or one of its departments or divisions.
Commercial Cannabis Activity shall be permitted in the City of Grover Beach only as expressly provided
in this Chapter and Article IX and if not expressly permitted by this Chapter and Article IX shall be
prohibited.
(1)
An application for a Commercial Cannabis Business permit shall be consistent with
this chapter, section and regulations adopted by Council. Each Commercial Cannabis Business
permit issued pursuant to this Chapter shall expire twelve (12) months after the date of its issuance.
(2)
In the event of an application for renewal of a Commercial Cannabis Permit, it shall
be filed at least sixty (60) calendar days prior to the expiration date of the permit with the City
Manager or his/her designee. The permit’s term will be extended until such time the City takes
action.
(3)
An application for renewal of a Commercial Cannabis Permit shall be rejected if
any of the following exists:
a. The application is filed less than sixty (60) days before its expiration.
b. The Commercial Cannabis Permit is suspended or revoked at the time of the
application.
c. The City Council or City Manager finds Good Cause to reject the permit as defined
with the application process resolution approved by Council.
d. Any other Commercial Cannabis Permit held by the applicant is suspended or
revoked at the time of the application for the subject Permit being considered by
the City.
e. The Commercial Cannabis Business has not been in regular and continuous
operation in the four (4) months prior to the renewal application.
f. The Commercial Cannabis Business fails to conform to the requirements of this
Chapter, any regulations adopted pursuant to this Chapter or the conditions
imposed as part of any Use Permit or zoning requirements.
g. The permittee fails to renew its State of California license.
(4)
If a renewal application is rejected for reasons other than Good Cause, a Person
may file a new application pursuant to this Chapter.
(5)
Applicants seeking multiple licenses for different types of cannabis activity shall be
required to comply with multiple licensing restrictions contained within Business and Professions
Code §19328.
(B)
Prior to commencing operation, a Commercial Cannabis Business shall be subject to a
mandatory building inspection and must obtain all required permits or approvals which would otherwise
be required including, but not limited to, a Commercial Cannabis Permit, building permit(s), and a valid
Use Permit, required by the Grover Beach Municipal Code.
(C)
Revocation, termination, non-issuance or suspension of a license issued by the State of
California, or any of its departments or divisions, shall immediately terminate the ability of a medical
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cannabis business to operate within the City of Grover Beach until the State of California, or its respective
department or division, reinstates or issues the State license.
(D)
Any Person prior to possessing, planting, cultivating, harvesting, drying or processing
marijuana plants or possessing the marijuana produced from those plants consistent with paragraph (3)
of subdivision (a) of Health and Safety Code Section 11362.1, shall contact the City of Grover Beach
Police Department and Register consistent with the procedures established by the Department. There
shall be a processing fee as established in the City of Grover Beach’s Master Fee Schedule.
4000.50

Security Measures.

The City Chief of Police or his/her designee is authorized to establish all regulations necessary to
implement the requirements and fulfill the policies of this Chapter related to Commercial Cannabis
Businesses including, but not limited to, the following subjects:
(A)
A permitted Commercial Cannabis Business shall implement security measures to both
deter and to prevent unauthorized entrance into areas containing medical cannabis or medical cannabis
products and theft of medical cannabis or medical cannabis products at the Commercial Cannabis
Business. Except as may otherwise be determined by the City Manager or his/her designee, these security
measures shall include, but shall not be limited to, all of the following:
(1)
All public access to the facility must be through a secured single point of entry.
Entry into the facility from the outside must be completed through a secured vestibule area that is
designed to allow for identification confirmation prior to entry into the main lobby area.
(2)
Preventing Persons from remaining on the premises of the Commercial Cannabis
Business if they are not engaging in the activity expressly related to the operations of the
Commercial Cannabis Business.
(3)
Establishing limited access areas accessible only to authorized Commercial
Cannabis Business personnel.
(4)
Except for live growing plants which are being cultivated at a cultivation facility, all
medical cannabis and medical cannabis products shall be stored in a secured and locked room,
safe, or vault, except for limited amounts of cannabis used for display purposes or immediate sale
at a retailer or microbusiness with a retail use. All medical cannabis and medical cannabis
products, including live plants which are being cultivated, shall be kept in a manner as to prevent
diversion, theft, and loss.
(5)
Installing 24-hour security surveillance cameras of at least HD-quality to monitor
all entrances and exits to and from a secure area and to monitor all interior spaces within the
Commercial Cannabis Business which are open and accessible to the public. The security
surveillance cameras shall be remotely accessible to the Grover Beach Police Department and
shall be compatible with the Grover Beach Police Department’s software and hardware and remote
real-time, live access to the video footage from the cameras shall be provided to the Grover Beach
Police Department. Video recordings shall be maintained by the business for a minimum of fortyfive (45) days.
(6)
Sensors shall be installed to detect entry and exit from all secure areas.
(7)
Panic buttons shall be installed in all Commercial Cannabis Businesses.
(8)
Having a professionally installed, maintained, and monitored alarm system.
(9)
Any bars installed on the windows or the doors of the Commercial Cannabis
Business shall be installed only on the interior of the building if allowed by the California Building
Code.
(10)
All Security personnel, whether employed by the Commercial Cannabis Business
or contracted by the Commercial Cannabis Business, shall be subject to the prior review and
approval of the Chief of Police or his/her designee.
(11)
Each Commercial Cannabis Business shall have the capability to remain secure
and operational during a power outage and shall ensure that all access doors are not solely
controlled by an electronic access panel to ensure that locks are not released during a power
outage.
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All deliveries of cannabis products shall be made within an enclosed area.

(B)
Each Commercial Cannabis Business shall identify a liaison to the Grover Beach Police
Department who shall be reasonably available to meet with the Chief of Police or his designees regarding
security measures and operational issues.
(C)
As part of the application and permitting process, each Commercial Cannabis Business
shall have a transportation plan describing the procedures for safely and securely transporting cannabis
and cannabis products and currency.
(D)
A Commercial Cannabis Business shall notify the Chief of Police or his/her designee within
twenty-four (24) hours after discovering any of the following:
(1)
Significant discrepancies identified during inventory. The level of significance shall
be determined by the regulations established by the Chief of Police or his/her designee.
(2)
Diversion, theft, loss, or any criminal activity involving the Commercial Cannabis
Business or any agent or employee of the Commercial Cannabis Business.
(3)
The loss or unauthorized alteration of records related to cannabis, or employees
or agents of the Commercial Cannabis Business.
(4)
Any other breach of security.
4000.60

Employees; Employee Work Permits; Identification.

(A)
Work permit required. Any Person who is an employee or who otherwise works or
volunteers within a Commercial Cannabis Business must obtain a work permit from the City Manager or
his/her designee. The City Manager or his/her designee is hereby authorized to establish all regulations
necessary to implement the work permit process contemplated in this section including, but not limited to,
the reasons for denial of a work permit to any Person. A work permit shall be valid for a twelve (12) month
period and must be renewed on an annual basis. Applications for work permits shall be submitted under
oath and shall contain a statement of the past criminal record, if any, of the applicant and such information
as may be deemed necessary by the City Manager or his/her designee to determine whether the applicant
is a Person to be issued a work permit. The Applicant will be required to submit to Live Scan fingerprinting
and a photograph for the purpose of the City performing a background investigation and issuance of a Work
Permit. In the event a Person changes employment from one Commercial Cannabis Business within the
city to another, the work permit holder shall notify Chief of Police or his/her designee(s) in writing of the
change of employment within ten (10) days of such change or the work permit shall be suspended or
revoked and such Person shall not be permitted to work within any Commercial Cannabis Business within
the City.
(B)
Identification. Each Person to whom a personal identification card is issued shall wear his
or her card, issued by the City of Grover Beach, at a prominent and readily-visible location on the outermost
garment. Such identification card shall at all times be in good and readable condition. In the event a
personal identification card is lost or stolen, the City shall be notified within twenty-four hours of when the
Person owning the card realized it was missing. The issuance of a personal identification card shall
constitute for purposes of this section a work permit.
(C)
Employee Records. Each owner or operator of a Commercial Cannabis Business shall
maintain on-site a current register of all the employees currently employed by the Commercial Cannabis
Business and shall produce such register to the Chief of Police or his/her designee or any other City of
Grover Beach official authorized to enforce the Grover Beach Municipal Code for purposes of determining
compliance with this Chapter.
(D)
Fees. Each application for a work permit and renewal of an existing work permit shall be
accompanied by a fee set by resolution of the City Council and shall be valid for a period of twelve (12)
months from the date of issuance, unless terminated, suspended, or revoked sooner. The fee is nonrefundable and shall not be returned in the event the work permit is denied, revoked, or suspended.

Municipal Code Excerpt: Commercial Cannabis Activity
4000.70

Page 10

Right to Occupy and to Use Property.

As a condition precedent to the City’s issuance of a Commercial Cannabis Permit pursuant to this
Chapter, any Person intending to open and to operate a Commercial Cannabis Business shall provide
evidence of the legal right to occupy and to use the proposed location. In the event the proposed location
is leased from another Person, the applicant for a permit under this Chapter shall provide a signed and
notarized statement from the owner of the property to demonstrate the property owner has acknowledged
and has consented to the operation of a Commercial Cannabis Business on the property. Evidence of
lawful possession consists of properly executed deeds of trust, leases, evidence of ownership of the
premises, or other written documents acceptable to the City Manager.
4000.80

Location of Commercial Cannabis Business.

(A)
Commercial Cannabis Businesses shall be required to comply with all zoning, land use,
and development regulations applicable to the underlying zone in which they are permitted to establish and
operate as set forth in Article IX, Development Code of the Grover Beach Municipal Code.
4000.90

Restriction on Alcohol Sales.

No Person shall cause or permit the sale or retail dispensing of alcoholic beverages on or about
the premises of any Commercial Cannabis Business. No Commercial Cannabis Business may operate as
a licensed retailer of alcohol.
4000.100

Concurrent Regulation with State.

It is the stated intent of this Chapter to regulate Commercial Cannabis Activity in the City of Grover
Beach concurrently with the State of California.
4000.110

Compliance with Laws.

It is the responsibility of the owners and operators of the Commercial Cannabis Business to ensure
that it is, at all times, operating in a manner compliant with all applicable state and local laws and any
regulations established thereunder. Nothing in this Chapter shall be construed as authorizing any actions
which violate state law or local law with respect to the operation of a Commercial Cannabis Business. It
shall be the responsibility of the owners and the operators of the Commercial Cannabis Business to ensure
that the Commercial Cannabis Business is, at all times, operating in a manner compliant with all applicable
state and local laws, any subsequently enacted state law or regulatory, licensing, or certification
requirements, and any specific, additional operating procedures or requirements which may be imposed as
conditions of approval of the Commercial Cannabis Permit. Nothing in this Chapter shall be construed as
authorizing any actions which violate State law with regard to the operation of a Commercial Cannabis
Business.
4000.120

Inspection and Enforcement.

(A)
The Chief of Police or his/her designee and any other City of Grover Beach official charged
with enforcing the provisions of the City of Grover Beach Municipal Code, or any provision thereof, may
enter the location of a Commercial Cannabis Business at any time during the hours of operation without
notice and inspect the location of any Commercial Cannabis Business as well as the recordings and records
maintained pursuant to this Chapter or the applicable provisions of State law.
(B)
It is unlawful for any Person having any responsibility over the operation of a Commercial
Cannabis Business to refuse to allow, impede, obstruct, or interfere with an inspection, or the review of the
copying of records and monitoring (including recordings) including, but not limited to, the concealment,
destruction, and falsification of any recordings or records.
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(C)
The Chief of Police or his/her designee or any other Person charged with enforcing the
provisions of this Chapter may enter the location of a Commercial Cannabis Business at any time during
the hours of operation and without notice to obtain samples of the cannabis to test for law enforcement
and/or public safety purposes. Any samples obtained by the City of Grover Beach shall be logged,
recorded, and maintained in accordance with City of Grover Beach Police Department standards for
evidence. At all other times, the Chief of Police or his/her designee may enter the location of a Commercial
Cannabis Business to obtain samples of cannabis upon reasonable notice.
4000.130

Fees and Charges.

(A)
No Person may commence or continue any Commercial Cannabis Activity in the City of
Grover Beach without timely paying in full all fees and charges associated with the operation of a
Commercial Cannabis Activity. Fees and charges associated with the operation of a Commercial Cannabis
Activity shall be established by resolution of the City Council and contained within the City’s Master Fee
Schedule.
(B)
All Commercial Cannabis Businesses operating pursuant to this Chapter shall pay any and
all applicable sales, use, business or other taxes, and all license, registration, or other fees pursuant to
federal, state, and local law.
4000.140
Violation and Enforcement.
(A)
Each and every violation of the provisions of this Chapter is hereby deemed unlawful and
a public nuisance.
(B)
Each and every violation of this Chapter shall constitute a separate violation and shall be
subject to all remedies and enforcement measures authorized by the City of Grover Beach Municipal Code.
Additionally, as a nuisance per se, any violation of this Chapter shall be subject to injunctive relief, any
permit issued pursuant to this Chapter being deemed null and void, costs of abatement, costs of
investigation, attorney fees, and any other relief or remedy available at law or in equity. The City of Grover
Beach may also pursue any and all remedies and actions available and applicable under state and local
laws for any violations committed by the Commercial Cannabis Activity or Persons related thereto, or
associated with, the Commercial Cannabis Activity. Additionally, when the Chief of Police or his/her
designee determines there is an imminent threat to public health, safety or welfare, the Commercial
Cannabis Permit, issued by the City of Grover Beach pursuant to this Chapter, shall immediately become
suspended, pending an administrative hearing pursuant to GBMC Chapter 4 of Article I.
(C)
Notwithstanding an initial verification of compliance by the Commercial Cannabis Activity
with the provisions of this Chapter, any Commercial Cannabis Business later found to be in violation of any
of the requirements of this Chapter at any time is subject to the enforcement provisions provided in this
section.
(D)
The remedies provided herein are not to be construed as exclusive remedies and in the
event of a violation the City may pursue any proceedings or remedies otherwise provided by law.
4000.150
Limitations on City’s Liability.
To the fullest extent permitted by law, the City of Grover Beach shall not assume any liability
whatsoever with respect to having issued a Commercial Cannabis Permit pursuant to this Chapter or
otherwise approving the operation of any Commercial Cannabis Business pursuant to this Chapter. As a
condition of approval of any Commercial Cannabis Permit issued pursuant to this Chapter, the Person to
which a Commercial Cannabis Permit is issued shall be required to meet all of the following conditions:
(A)
Execute an agreement indemnifying, defending (at its sole cost and expense), and holding
the City of Grover Beach and its officers, employees, attorneys, representatives, and agents harmless from
any and all claims, losses, damages, injuries, or liabilities associated with the permitting or approving the
operation of a Commercial Cannabis Activity or the operation thereof or associated with the Commercial
Cannabis Business or its members’ violation of any federal, state or local laws.
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(B)
Maintain insurance at coverages, limits, and with conditions thereon determined necessary
by the City Attorney and City’s Administrative Services Director.
(C)
Reimburse the City of Grover Beach for any and all costs and expenses, including attorney
fees and costs and court costs that the City of Grover Beach may be required to pay as a result of any legal
challenge related to the City’s approval of a Commercial Cannabis Permit pursuant to this Chapter or the
City of Grover Beach’s approval of the operation of a Commercial Cannabis Activity. The City of Grover
Beach may, at its sole discretion, participate at its own expense in the defense of any such action, but such
participation shall not relieve the obligations imposed under this section.
4000.160

Commercial Cannabis
Requirements.

Permit

Application

Procedures

and

Application

Permittee Selection Process; Criteria for Review; Renewal, Suspension, or Revocation of a Permit:
In addition to those requirements set forth in this section and elsewhere in this Chapter, the City Council
shall by resolution or ordinance adopt such forms, fees, and procedures as are necessary to implement
this Chapter with respect to the initial selection, future selection, investigation process, renewal, rating of
applicants, revocation, and suspension of Commercial Cannabis Permits.
(A) At a minimum, the application shall contain the following requirements:
(1)

(2)
(3)
(4)

(5)

(6)

(7)

(8)
(9)
(10)

The printed full name, signature, date of birth and present address and telephone number of
all Persons and entities responsible for the operation of the Commercial Cannabis Business
including managers, corporate officers, investors, any Person with an ownership interest, any
member of a board of directors, any general or limited partner, and/or any member of a
decision-making body for the Commercial Cannabis Business.
The address to which correspondence from the City of Grover Beach is to be sent.
The names and addresses of all businesses operated by and the employment of the
applicant(s) for the five (5) years immediately preceding the date of the application.
Any litigation in which the applicant(s) has been involved within the five (5) years immediately
preceding the date of the application and a statement of whether any business currently
operated by the applicant(s) or operated by the applicant(s) within the five (5) years
immediately preceding the date of the application has been investigated or the permit or
license authorizing the operation of such business has been revoked or suspended within
the five (5) years immediately preceding the date of the application.
The address of any Commercial Cannabis Business currently being operated by the
applicant(s), or any of them, or which have been previously operated by them within the last
five (5) years.
The supply sources for all cannabis and cannabis products sold at the Commercial Cannabis
Business. Product supply chain including the site(s) where cultivation occurs, the product is
processed or manufactured, any required testing of cannabis or cannabis products,
transportation, and packaging and labelling criteria.
The names and telephone numbers of the Person(s) to be regularly engaged in the operation
of the proposed Commercial Cannabis Business, whether an employee, volunteer or
contractor. The application shall also have the names and telephone numbers of those
Persons having management and supervisory responsibilities for the proposed Commercial
Cannabis Business.
Odor control devices and techniques to prevent odors from marijuana from being detectable
off-site.
Procedures for identifying, managing, and disposing of contaminated, adulterated,
deteriorated or excess medical cannabis product.
Procedures for inventory control to prevent diversion of cannabis and cannabis product,
employee screening, storage of cannabis and cannabis product, personnel policies, and
record-keeping procedures.
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(13)
(14)

(15)
(16)
(17)
(18)
(19)
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A detail of the procedures to be utilized at the facility including a description of how chemicals
and fertilizers will be stored, handled, used and disposed of; manufacturing methods, the
transportation process, inventory procedures, and quality control procedures.
A site plan and floor plan of the Commercial Cannabis Business denoting the property lines
and the layout of all areas of the Commercial Cannabis Business including storage,
cultivation, manufacturing, testing, distributing, reception/waiting, and all ancillary support
spaces, and the relationship of the facility to adjacent properties and land uses.
An operations and security plan in conformance with Section 4000.50.
Standard operating procedures detailing how operations will comply with state and local
regulations, how safety and quality of products will be ensured, record-keeping procedures
for financing, testing, and adverse event recording, and product recall procedures.
Proposed hours of operation.
Recycling and Waste disposal information.
Medical recommendation verification and youth access restriction procedures.
A statement in writing by the applicant that he or she certifies under penalty of perjury that
all the information contained in the application is true and correct.
Detailed description of energy and water usage plan enumerating best practices and leading
industry practices in efficient utilization of both resources.

(B) The City Council or City Manager may deny an application for a Commercial Cannabis Permit for
Good Cause or if the applicant has been convicted of an offense that is substantially related to the
qualifications, functions or duties of the business or profession for which the application is made, except
that if the City Council determines that the applicant is otherwise suitable to be issued a Permit and granting
the Permit would not compromise public safety, the City Council may conduct a thorough review of the
nature of the crime, conviction, circumstances, and evidence of rehabilitation of the applicant, and shall
evaluate the suitability of the applicant to be issued a license based on the evidence found through the
review. In determining which offenses are substantially related to the qualifications, functions, or duties of
the business or profession for which the application is made, the City Council will include, but not be limited
to, the following:
(1) A felony or misdemeanor conviction for the illegal use, possession, distribution, manufacture,
transportation, or cultivation or similar activity related to of a controlled substance as defined in
the Federal Controlled Substances Act.
(2) A violent felony conviction, as specified in subdivision (c) of Section 667.5 of the Penal Code.
(3) A serious felony conviction, as specified in subdivision (c) of Section 1192.7 of the Penal Code.
(C) The Chief of Police or his/her designee shall review each application to determine whether it
contains all the required information. If the application does not contain all of the required information, it
shall be returned to the applicant for completion. The Chief of Police or his/her designee will endeavor to
conclude their review within thirty (30) days of the filing of the application. If additional time is necessary,
the Chief of Police or his/her designee will advise the applicant of an estimated review time.
(D) In reviewing an application for a Permit pursuant to this Chapter or in reviewing the proposed
Commercial Cannabis Business, the Chief of Police or his/her designee may request whatever additional
information is deemed necessary to carry out the purposes of this Chapter.
(E) The City Council shall have the authority to either grant or deny the application consistent with this
Chapter 18 for a Commercial Cannabis Permit when submitted to Council along with a Use Permit issued
in accordance with Article IX of the Municipal Code. The City Manager shall have the authority to either
grant or deny the application consistent with this Chapter 18 for a Commercial Cannabis Permit when
submitted for consideration without a Use Permit, except all Commercial Cannabis Permits for Level Two
Manufacturing shall be approved by the City Council. Notwithstanding what is otherwise provided in this
Chapter, the City Council or City Manager, when approving a Commercial Cannabis Permit, may place any
additional limitations and conditions on the operation of a Commercial Cannabis Business the Council or
City Manager deems necessary, consistent with the public interest and with this Chapter 18.
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(F) In the event the City Manager shall consider the application for a Commercial Cannabis Permit, as
proposed in this section, a mailed notice of an application for a Commercial Cannabis Permit shall be
provided at least ten (10) calendar days prior to the City Manager taking action on the Permit to all property
owners and occupants within 300 feet of the proposed Commercial Cannabis Business. The notice shall
contain the following:
(1) A description of the proposed Commercial Cannabis Business and its location;
(2) The date the application will be acted upon by the City Manager;
(3) The general procedure for submitting comments prior to the City Manager taking action on the
proposed Commercial Cannabis Permit;
(4) A statement that any comments must be received within ten (10) calendar days of the notice date.
(5) A statement that an administrative hearing may be scheduled upon request by any member of the
public to allow the City Manager to receive public input prior to making a decision.
If an administrative hearing is requested by the public, the City Manager shall conduct an
administrative hearing and make a decision.
(G) When a Permit is approved or denied, the City Council or City Manager shall prepare and file a
statement of decision giving the reasons for the approval or denial and the findings of fact upon which the
decision is based. The City Clerk shall mail a copy of the statement of decision to the applicant upon filing
and shall post the statement of decision on the City’s Website and the City Hall bulletin board. In the event
the City Manager shall review and approve or deny the Permit, the applicant or any aggrieved person, may
within ten (10) days of the mailing of written notice of the filing of the statement of decision or posting of the
statement of decision, whichever is later, appeal the decision to the City Council. All appeals shall be in
writing and submitted to the City Clerk. An appeal fee must accompany the written appeal in an amount as
indicated in the Master Fee Schedule.
4000.170

Records and Reporting.

(A)
Subject to the Health Insurance Portability and Accountability Act (HIPAA) regulations,
each Commercial Cannabis Business shall allow City of Grover Beach officials to have access to the
Commercial Cannabis Business’s books, records, accounts, and any and all data relevant to its permitted
activities for the purpose of conducting an audit or examination. Books, records, accounts, and any and all
relevant data will be produced no later than twenty-four (24) hours after receipt of the City’s request or
within a reasonable time as authorized in writing by the City.
(B)
Each Commercial Cannabis Business shall file with the Chief of Police or his/her designee
an audit of its financial operations for the previous year of operation, complete and certified by an
independent certified public accountant in accordance with generally accepted auditing and accounting
principles. Each Owner and/or operator of a Commercial Cannabis Business shall annually file the audit
of its financial operations on the anniversary of the first day of its operations after the initial issuance of a
Commercial Cannabis Permit. The audit shall include but not be limited to a discussion, analysis, and
verification of each of the records required to be maintained pursuant to this Chapter. The information
contained in the audit shall be made available in standard electronic format which shall be compatible with
Microsoft Office programs and software and which can easily be imported into either Excel, Access or any
other contemporary software designated by the Chief of Police.
(C)
All Commercial Cannabis Businesses shall maintain an inventory control and reporting
system that accurately documents the present location, amounts, and descriptions of all cannabis and
cannabis products for all stages of the growing and production or manufacturing, laboratory testing and
distribution processes until sold or distributed.
(D)
Each owner and/or operator of a Commercial Cannabis Business shall maintain a current
register of the names and the contact information (including the name, address, and telephone number) of
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all employees currently employed by the Commercial Cannabis Business and shall disclose such register
to any City of Grover Beach official upon request.
All records required by this Chapter shall be maintained by the Commercial Cannabis
Business for a period of not less than seven (7) years and shall otherwise keep accurate records of all
Commercial Cannabis Business activity and provide such records for inspection consistent with state law
and any additional rules established by state licensing authorities or the City Council by resolution or
ordinance.
4000.180

Prohibition on Transfer of Commercial Cannabis Permits.

(A)
No Person shall operate a Commercial Cannabis Business under a Commercial Cannabis
Permit issued pursuant to this Chapter at any place or location other than that identified on the permit.
(B)
No Person shall transfer ownership or control of a Commercial Cannabis Permit issued
pursuant to this Chapter unless and until that Person first obtains the consent of the City Manager or his/her
designee and the proposed transferee submits all required application materials and pays all applicable
fees and charges and independently meets the requirements of this Chapter such as to be entitled to the
issuance of an original Commercial Cannabis Permit pursuant to this Chapter.
(C)
Any attempt to transfer or any transfer of a Commercial Cannabis Permit issued pursuant
to this Chapter is hereby declared void and the Commercial Cannabis Permit deemed immediately revoked
and no longer of any force or effect.
(D)
The Chief of Police or their designee(s) shall be notified within five (5) calendar days when
an employee terminates employment with a licensee and the employee identification badge shall be
surrendered to the Police Department at this time.
4000.190

Packaging and Labelling.

Prior to the sale or the delivery of any edible cannabis or edible cannabis product the same shall
be labelled and in tamper-evident packaging which at least meets the requirements of California Business
and Professions Code sections 26120 et. seq. and similar state statutes, as the same may be amended
from time-to-time or superseded or replaced by subsequent State legislation or by any department or
division of the State of California. The City Council may impose additional packaging and labelling
requirements on cannabis or cannabis products by resolution.
4000.200

Operating Requirements for All Commercial Cannabis Uses.

In addition to those operating requirements specifically set forth elsewhere in this Chapter and
except as may otherwise be expressly set forth in this Chapter, the following operating requirements shall
apply to all Commercial Cannabis Businesses operating in the City of Grover Beach.
(A)
Restriction on Consumption. Cannabis shall not be consumed on the premises of any
Commercial Cannabis Businesses unless medically necessary or elsewhere in the City of Grover Beach
other than within private residences.
(B)
No cannabis or cannabis products shall be visible from the exterior of the property or
building. No outdoor storage of cannabis or cannabis products is permitted at any time.
(C)
Reporting and Tracking of Product and of Gross Sales. Each Commercial Cannabis
Business shall have in place a point-of-sale tracking system to track and to report on all aspects of the
Commercial Cannabis Business including, but not limited to, such matters as cannabis tracking, inventory
data, and gross sales (by weight and by sale) and shall ensure that such information is compatible with the
City’s record-keeping systems. The system must have the capability to produce historical transactional
data for review by the City of Grover Beach. All information provided to the City pursuant to this subsection
shall be confidential and shall not be disclosed, except as may otherwise be required under law.

Municipal Code Excerpt: Commercial Cannabis Activity

Page 16

(D)
All cannabis and cannabis products sold, distributed or manufactured shall be cultivated,
manufactured, and transported by licensed facilities that maintain operations in full conformance with the
State and local regulations.
(E)
Emergency Contact. Each Commercial Cannabis Business shall provide the City Chief of
Police or his/her designee with the name, telephone number (mobile preferred, if available) of an on-site
employee or owner to whom emergency notice can be provided.
(F)

Signage and Notices.

(1)
In addition to the requirements otherwise set forth in this section, business
identification signage for a Commercial Cannabis Business shall conform to the requirements of
Article IX of the Grover Beach Municipal Code, including, but not limited to, an issuance of a City
of Grover Beach sign permit.
(2)
No signs placed on the premises of a Commercial Cannabis Business shall
obstruct any entrance or exit to the building or any window.
(3)
Each entrance to a Commercial Cannabis Business shall be visibly posted with a
clear and legible notice indicating that smoking, ingesting, or otherwise consuming cannabis on the
premises or in the areas adjacent to the Commercial Cannabis Business is prohibited.
(G)
Minors. Persons under the age of twenty-one (21) years shall not be allowed on the
premises of a Commercial Cannabis Business.
It shall be unlawful and a violation of this Chapter for any Person to employ any other Person at a
Commercial Cannabis Business who is not at least twenty-one (21) years of age.
The entrance to the Commercial Cannabis Business shall be clearly and legibly posted with a notice
that no Person under the age of twenty-one (21) years of age is permitted to enter upon the premises of
the Commercial Cannabis Business.
(H)
Odor Control. Odor control devices and techniques shall be incorporated in all Commercial
Cannabis Businesses and apply to personal growth, cultivation or processing of marijuana, to the extent
necessary, to ensure that odors from marijuana are not detectable off-site. Commercial Cannabis
Businesses shall provide an odor absorbing ventilation and exhaust system so that odor generated inside
the medical marijuana facility that is distinctive to its operation is not detected outside of the facility,
anywhere on adjacent property or public rights-of-way, on or about the exterior or interior common area
walkways, hallways, breezeways, foyers, lobby areas, or any other areas available for use by common
tenants or the visiting public, or within any other unit located inside the same building as the Commercial
Cannabis Business. As such, Commercial Cannabis Businesses must install and maintain the following
equipment or any other equipment which the Chief of Police or his designee determines has the same or
better effectiveness:
(1) An exhaust air filtration system with odor control that prevents internal odors from being
emitted externally;
(2) An air system that creates negative air pressure between the Commercial Cannabis
Business’s interior and exterior so that the odors generated inside the Commercial Cannabis
Business are not detectable on the outside of the Commercial Cannabis Business.
(I)
Display of Commercial Cannabis Permit. The original copy of the permit issued by the City
of Grover Beach pursuant to this Chapter shall be posted inside the Commercial Cannabis Business in a
location readily-visible to the public.
(J)
Background Check. Pursuant to California Penal Code Sections 11105(b)(11) and
13300(b)(11), which authorizes city authorities to access state and local summary criminal history
information for employment, licensing, or certification purposes; and authorizes access to federal level
criminal history information by transmitting fingerprint images and related information to the Department of
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Justice to be transmitted to the Federal Bureau of Investigation, every Person listed as an owner, manager,
supervisor, employee or volunteer, of the Commercial Cannabis Business must submit fingerprints and
other information deemed necessary by the Chief of Police or his/her designee(s) for a background check
by the Grover Beach Police Department. Pursuant to California Penal Code Sections 11105(b)(11) and
13300(b)(11), which requires that there be a requirement or exclusion from employment, licensing, or
certification based on specific criminal conduct on the part of the subject of the record, no Person shall be
issued a permit to operate a commercial cannabis business or a related work permit unless they have first
cleared the background check, as determined by the Chief of Police, as required by this section. A
fee for the cost of the background investigation, which shall be the actual cost to the City of Grover Beach
to conduct the background investigation as it deems necessary and appropriate, shall be paid at the time
the application for a C o m m e r c i a l C a n n a b i s B u s i n e s s permit is submitted. If this amount is not
sufficient, the applicant shall provide additional amounts that are necessary and if the applicant is
unable to provide the additional amounts necessary to complete the investigation, the investigation shall
cease and shall not continue until such additional amounts are paid. Upon completion of the investigation
or in the event the applicant withdraws their application, any fees paid for this process will be deemed nonrefundable.
(K)
Loitering. The owner and/or operator of a Commercial Cannabis Business shall prevent
Persons from remaining on the premises of the facility or business if they are not engaged in activity
expressly related to the operations of the business.
(L)
Permits and other Approvals. Prior to the establishment of any Commercial Cannabis
Business or the operation of any such business, the Person intending to establish a Commercial Cannabis
Business must first obtain all applicable planning, zoning, building, and other applicable permits from the
relevant governmental agency which may be applicable to the zone in which such Commercial Cannabis
Business intends to establish and to operate.
(M)
Each Commercial Cannabis Business shall provide the name, telephone number, and
email address of a community relations contact to whom notice of problems associated with the Commercial
Cannabis Business can be provided. Each Commercial Cannabis Business shall also provide the above
information to all businesses and residences located within one hundred (100) feet of the Commercial
Cannabis Business as measured from the property line.
4000.210

Operation Requirements for Cultivation, Manufacture, Waste, and Storage
Requirements.

(A)
Any Person issued a permit pursuant to this Chapter must follow all pesticide use
requirements of local, state and federal law. The City may inspect the Commercial Cannabis Business at
any time during business hours to ensure compliance with this Section.
(B)
All weighing devices must be maintained in compliance with local, state or federal law and
comply with applicable regulations regarding device registration with the Agricultural Commissioner.
(C)
Any Person issued a permit pursuant to this Chapter must follow all local, state and federal
requirements for solid waste and hazardous waste disposal. The City may inspect the Commercial
Cannabis Business at any time during business hours to ensure compliance with this Section.
(D)
In no case, shall any hazardous, flammable, or explosive substances be used to process
or manufacture cannabis products on site other than approved by this Chapter. The City of Grover Beach
may inspect the Commercial Cannabis Business at any time during business hours to ensure compliance
with this Section.
(E)
Stacking shall be allowed in a given structure but only to the point that measuring the total
canopy of each level of stacking is cumulatively no greater than the maximum canopy size allowed under
state licensing.
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Operating Requirements for Cultivation and Nurseries.

(A)
Outdoor Cultivation and Nursery Activity Prohibited. All outdoor cultivation and nursery
activity, is prohibited. The use of greenhouses will be prohibited in all zones of the City.
(B)
In no case, shall cannabis plants be visible from a public or private road, sidewalk, park or
any common public viewing area.
(C)
If a parcel or lot includes cultivation or nursery activities as defined in Business and
Professions Code Section 26001, the parcel or lot may have only one cultivation license or nursery license
located on the parcel or lot and the cultivation and nursery activity must be permitted pursuant to this
Chapter and state law.
(D)
Pesticides and fertilizers shall be properly labeled and stored to avoid contamination
through erosion, leakage or inadvertent damage from pests, rodents, or other wildlife.
(E)
In no case, shall any hazardous, flammable or explosive substances be used to process
or manufacture cannabis products on site unless approved by resolution of the City Council.
(F)
The cultivation of cannabis and any nursery activity shall at all times be operated in such
a way as to ensure the health, safety, and welfare of the public, the employees working at the Commercial
Cannabis Business, visitors to the area, neighboring properties, and the end users of the cannabis being
cultivated, to protect the environment from harm to streams, fish, and wildlife; to ensure the security of the
cannabis being cultivated; and to safeguard against the diversion of cannabis for non-medical purposes.
(G)
All applicants for a cannabis cultivation or nursery permit shall submit the following in
addition to the information generally otherwise required for a Commercial Cannabis Business:
(1)
An operations plan that meets or exceeds minimum legal standards for water
usage, conservation and use; drainage, runoff, and erosion control; watershed and habitat
protection; and proper storage of fertilizers, pesticides, and other regulated products to be used on
the parcel, and a description of the nursery or cultivation activities and schedule of activities during
each month of growing and harvesting, or explanation of growth cycles and anticipated harvesting
schedules for all-season harvesting.
(2)
A description of a legal water source, irrigation plan, and projected water use plan.
(3)
Identification of the source of electrical power and plan for compliance with
applicable Building Codes and related codes.
(4)
Energy efficient lighting systems shall be used.
(5)
Mixed light buildings shall include in the Operations Plan the hours that grow lights
will be operational. No grow lights shall be operational between the hours of dusk and dawn unless
it can be demonstrated that there is no light visible through the roof and windows of grow areas.
(6)
The use shall operate in compliance with the approved Water Recycling
Management Plan at all times.
4000.230

Operating Requirements for Cannabis Manufacturing; Edibles and Other Cannabis
Products; Sale or Distribution of Edible and Other Cannabis Products.

The manufacturing of food or other products infused with or which otherwise contain cannabis shall
be manufactured within the appropriate zones as defined in Article IX, Development Code, of the City of
Grover Beach Municipal Code, subject to the regulations set forth in this section and subject to whatever
additional regulations may be established hereunder by an ordinance or resolution of the City Council or
otherwise pursuant to this Chapter.
(A)
No edible cannabis products shall be sold or distributed on a retail basis at a Commercial
Cannabis Business operating unless operating under a permit issued pursuant to this Chapter and
consistent with a license issued by the State of California in accordance with Business and Professions
Code sections 26000 et seq.
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(B)
All items to be sold or distributed retail shall be individually wrapped at the original point of
preparation. Labeling must include any labeling requirements as required under State licensing and
including but not limited to Business and Professions Code Sections 26120 et seq., or any other pertinent
State licensing requirements for medical cannabis products.
(C)
Any edible cannabis product that is made to resemble a typical food product must be in a
properly labeled opaque (non-see-through) package before it leaves the Commercial Cannabis Business.
Deliveries must be in a properly labeled opaque package when delivered.
4000.240

Operating Requirements for Cannabis Manufacturing (Level One and Two):
Extraction, etc.

Cannabis manufacturing facilities requiring a Type-6 state license (using non-volatile solvents) or
Type-07 state license (using volatile solvents) as defined in Business and Professions Code Sections 26130
et seq., shall be subject to the operational requirements determined and approved by Council. Council
shall establish operational requirements by resolution. Type 7 state licenses, Level Two Manufacturing,
shall be limited to using only ethanol as an allowed volatile solvent.
4000.250

Establishment of Regulations and Standards.

(A)
The City Council or their designee is authorized to establish all regulations necessary to
implement the requirements and fulfill the policies of this Chapter related to cannabis and cannabis
products.
(B)
Regulations shall be published on the City’s website.
(C)
Regulations promulgated by the City Council or their designee shall have the same force
and effect of law and become effective upon date of approval.
4000.260

Fees Deemed Debt to City of Grover Beach.

The amount of any fee, cost or charge imposed pursuant to this Chapter shall be deemed a debt
to the City of Grover Beach that is recoverable in any court of competent jurisdiction.
4000.270

Permit Holder Responsible for Violations.

The Person to whom a permit is issued pursuant to this Chapter shall be responsible for all
violations of the laws of the State of California or of the regulations and the ordinances of the City of Grover
Beach, whether committed by the permittee or any employee or agent of the permittee, which violations
occur in or about the premises of the Commercial Cannabis Business whether or not said violations occur
within the permit holder’s presence.

Attachment 3

ORDINANCE NO. 17-04
AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF GROVER BEACH,
CALIFORNIA ADDING CHAPTER 16 TO ARTICLE X OF THE GROVER BEACH
MUNICIPAL CODE ESTABLISHING A COMMERCIAL CANNABIS TAX
WHEREAS, through the passage of Proposition 215, the voters of California authorized
the use of cannabis for medical purpose in 1996; and
WHEREAS, the City Council of the City of Grover Beach has adopted medical
cannabis permitting regulations to prevent nuisance, provide for effective controls, enable
medical cannabis patients to obtain cannabis from safe sources, and wish to provide
appropriate licensing and revenue for the City in a manner consistent with state law; and
WHEREAS, every person engaged in business activity in the City of Grover Beach is
required to obtain a business tax certificate and to pay the City's business tax; and
WHEREAS, within the current Grover Beach Municipal Code, cannabis businesses are
not currently taxed in a classification category; and
WHEREAS, accordingly, the City Council of the City of Grover Beach desires to create
Article X, Chapter 16
to create new rates for cannabis businesses as follows:
a) Medical Cannabis Cultivation, b) Cultivation Nurseries, c) Medical Cannabis
Manufacturing, and d) "Non-Medical" cannabis businesses (whether cultivating or
manufacturing other than medical cannabis) where permissible by state and local law; and
WHEREAS, the City of Grover Beach seeks to appropriately regulate cannabis
facilities and seeks adequate funding to provide essential public services and all revenues
received from the tax will be deposited in the General Fund of the City to be expended for
general purposes; and
WHEREAS, the City Council placed Measure L-16 on the ballot at the November 8,
2016 General Municipal Election that proposed the City enact a tax on commercial cannabis
businesses which may establish in Grover Beach. The tax would apply to both medical cannabis
businesses and non-medical cannabis businesses, if those businesses are allowed under State
and local laws. The passage of Measure L would not have any effect on legalization or land use
regulation of cannabis activities in the city; and
WHEREAS, this Ordinance would not become operative unless and until a simple
majority (50 percent + 1) of the electors voting on this measure vote to approve the
commercial cannabis tax.
NOW, THEREFORE, THE CITY COUNCIL OF THE CITY OF GROVER BEACH does
hereby ordain; and BE IT ORDAINED BY THE VOTERS OF GROVER BEACH as follows:
PART 1. Chapter 16 is hereby added to Article X of the Grover Beach Municipal Code to
read as follows:
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COMMERCIAL CANNABIS BUSINESS TAX
101600
101601
101602
101603
101604
101605
101606
101607
101608
101609
101610
101611
101612
101613
101614
101615
101616
101617
101618
101619
101620
101621
101622
101623
101624
101625
101626
101627
101628
101629
101630
101631
101632

Purpose of chapter
Tax imposed
Definitions
Other licenses, permits, taxes, fees or charges
Payment of tax does not authorize unlawful business
Payment - Location
Amount of cannabis tax owed
Payment - Time limits
Payments and communications made by mail - Proof of timely
submittal
Payment- When taxes deemed delinquent
Notice not required by city
Payment - Penalty for delinquency
Waiver of penalties
Refunds - Credits
Refunds and procedures
Exemptions -Application - Issuance conditions
Exemptions - General
Exemptions - Occasional transactions
Enforcement - Duties of tax administrator and Police
Department
Rules and regulations
Apportionment
Audit and examination of records and equipment
Tax deemed debt to city
Deficiency determinations
Tax assessment - Authorized when - Nonpayment - Fraud
Tax assessment - Notice requirements
Tax assessment - Hearing -Application and determination
Conviction for chapter violation - Taxes not waived
Violation deemed misdemeanor - Penalty
Severability
Effect of state and federal reference/authorization
Remedies cumulative
Amendment or repeal

Ordinance No. 17-04

Page 3

Sec. 101600 Purpose of chapter.

This chapter shall be entitled the "Commercial Cannabis Business Tax" and is
enacted solely to raise revenue for the general governmental purposes lo r the City and
not for purposes of regulation or of raising revenues for regulatory purposes. All of the
proceeds from the tax imposed by this chapter shall be placed in the City's general fund
and used for the purposes consistent with the general fund expenditures of the
City.
Sec. 101601 Tax imposed.

There is established and imposed, a commercial cannabis business tax at the
rate set forth in this chapter.
Sec. 101602

Definitions.

The definitions set forth in this part shall govern the application and interpretation
of this chapter.
{A) "Business" shall include all activities engaged in or caused to be engaged in
within the City, including any commercial or industrial enterprise, trade, profession,
occupation, vocation, calling, or livelihood, whether or not carried on for gain or profit, but
shall not include the services rendered by an employee to his or her employer.
(B) "Cannabis" means all parts of the plant Cannabis saliva Linnaeus, Cannabis
indica, or Cannabis ruderalis, whether growing or not; the seeds thereof; the resin, whether
crude or purified, extracted from any part of the plant; and every compound, manufacture,
salt, derivative, mixture, or preparation of the plant, its seeds or resin.
(C) "Cannabis business" or "medical marijuana business" or "non-medical
marijuana business" means any commercial business activity not limited to,
testing, transporting, manufacturing, compounding, converting, processing, preparing,
storing, packaging, wholesale, and/or retail sales of Cannabis and any ancillary products
in the city, whether or not carried on for gain or profit which is permitted by both State and
local law.
(D) "Cannabis Business Tax", "Business tax" or "Cannabis tax" means the tax
due for engaging in Commercial Cannabis business in the city.
(E) "Canopy" means all areas occupied by any portion of a cannabis plant,
inclusive of all vertical planes, whether contiguous on any one site. The plant canopy does
not need to be continuous on any premise in determining the total square footage which will
be subject to tax.
{F)
"Cultivation Facility" or "Grow Site" shall mean the square footage of any place
or location where cannabis or any of its derivatives is cultivated, grown, harvested,
packaged processed or stored.
(G) "Distributor" or "Distribution" or "Distribution Facility" shall mean a person or
facility licensed by the State to engage in the business of purchasing medical cannabis from
a licensed cultivator, or medical cannabis products from a licensed manufacturer, for sale to
a licensed dispensary.
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(H) "Employee" means each and every person engaged in the operation or
conduct of any business, whether as owner, member of the owner's family, partner,
associate, agent, manager or solicitor, and each and every other person employed or
working in such business for a wage, salary, commission, barter or any other form of
compensation.
(I)
"Engaged in business" means the commencing, conducting, operating,
managing or carrying on of a Cannabis business and the exercise of corporate or
franchise powers, whether done as owner, or by means of an officer, agent, manager,
employee, or otherwise, whether operating from a fixed location in the City or coming
into the City from an outside location to engage in such activities. A person shall be
deemed engaged in business within the City if:
(1) Such person or person's employee maintains a fixed place of business
within the City for the benefit or partial benefit of such person;
(2) Such person or person's employee owns or leases real property within
the City for business purposes;
(3) Such person or person's employee regularly maintains a stock of
tangible personal property in the City for sale in the ordinary course of business:
(4) Such person or person's employee regularly conducts solicitation of
business within the City:
(5) Such person or person's employee performs work or renders services
in the City on a regular and continuous basis involving more than five (5) working days
per year;

(6) Such person or person's employee utilizes the streets within the City in
connection with the operation of motor vehicles for business purposes. The foregoing
specified activities shall not be a limitation on the meaning of "engaged in business".
(J) "Evidence of doing business" means whenever any person shall, by use of
signs, circulars, cards or any other advertising media, including the use of internet or
telephone solicitation, or represents to a government agency or to the public that such
person is engaged in a Cannabis business in the City, then these facts may be used as
evidence that such person is engaged in business in the City.

(K) "Gross Receipts" except as otherwise specifically provided, means the total
amount actually received or receivable from all sales; the total amount or compensation
actually received or receivable for the performance of any act or service, of whatever
nature it may be, for which a charge is made or credit allowed, whether or not such act or
service is done as a part of or in connection with the sale of materials, goods, wares or
merchandise; discounts, rents, royalties, fees, commissions, dividends, and gains realized
from trading in stocks or bonds, however designated. Included in "gross receipts" shall be
all receipts, cash, credits and property of any kind or nature, without any deduction
therefrom on account of the cost of the property sold, the cost of materials used, labor or
service costs, interest paid or payable, or losses or other expenses whatsoever, except
that the following shall be excluded therefrom:
(1)

Cash discounts allowed and taken on sales:

(2)

Credit allowed on property accepted as part of the purchase price and
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which property may later be sold, at which time the sales price shall be included as gross
receipts;
(3) Any tax required by law to be included in or added to the purchase
price and collected from the consumer or purchaser;
(4) Such part of the sale price of any property returned by purchasers to the
seller as refunded by the seller by way of cash or credit allowances or return of refundable
deposits previously included in gross receipts;
Receipts from investments where the holder of the investment receives only
interest and/or dividends, royalties, annuities and gains from the sale or exchange of
stock or securities solely for a person's own account, not derived in the ordinary course of
a business; Receipts derived from the occasional sale of used, obsolete or surplus trade
fixtures, machinery or other equipment used by the taxpayer in the regular course of the
taxpayer's business;
Cash value of sales, trades or transactions between departments or units of the
same business;
Whenever there are included within the gross receipts amounts which reflect sales
for which credit is extended and such amount proved uncollectible in a subsequent year,
those amounts may be excluded from the gross receipts in the year they prove to be
uncollectible; provided, however, if the whole or portion of such amounts excluded as
uncollectible are subsequently collected they shall be included in the amount of gross
receipts for the period when they are recovered;
(5)

Transactions between a partnership and its partners;

(a)
Receipts from services or sales in transactions between affiliated
corporations. An affiliated corporation is a corporation:
(b)
The voting and non-voting stock of which is owned at least eighty
(80%) percent by such other corporation with which such transaction is had; or
(c)
Which owns at least eighty (80%) percent of the voting and nonvoting stock of such other corporation; or
(d)
At least eighty (80%) percent of the voting and non-voting stock
of which is owned by a common parent corporation which also has such ownership of the
corporation with which such transaction is had;
(6) Transactions between a limited liability company and its member(s),
provided the limited liability company has elected to file as a Subchapter K entity under
the Internal Revenue Code and that such transaction(s) shall be treated the same as
between a partnership and its partner(s) as specified in Subsection (8) above;
(7) Receipts of refundable deposits, except that such deposits when
forfeited and taken into income of the business shall not be excluded when in excess of
one dollar ($1);
(8) Amounts collected for others where the business is acting as an agent
or trustee and to the extent that such amounts are paid to those for whom collected.
These agents or trustees must provide the Finance Department with the names and the
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addresses of the others and the amounts paid to them. This exclusion shall not apply to
any fees, percentages, or other payments retained by the agent or trustees.
(L) "Manufacturer" means a person that conducts the production, preparation,
propagation, or compounding of manufactured medical cannabis, or medical cannabis
products either directly or indirectly or by extraction methods, or independently by means of
chemical synthesis at a fixed location that packages or repackages medical cannabis or
medical cannabis products or labels or relabels its container, that holds a valid state license
and that holds a valid local license or permit.
(M) "Person" means, without limitation, any natural individual, organization, firm,
trust, common law trust, estate, partnership of any kind, association, syndicate, club, joint
stock company, joint venture, limited liability company, corporation (including foreign,
domestic, and nonprofit), cooperative, receiver, trustee, guardian, or other representative
appointed by order of any court.
(N)

"Sale" means and includes any sale, exchange, or barter.

(0) "Square Foot" or "Square Footage" shall mean the maximum canopy area allowed
under permit classification by the local agency and/or licensed by the State and shall be the
basis for the tax rate calculations for cultivation.
(P) "Tax Administrator'' or 'administrator'' means the Finance Director or such other
designated by the City Manager to administer this chapter.
(Q) "Transporter" means a person issued a state license and local license to transport
medical or non-medical cannabis or medical non-medical cannabis products where permitted by
both State and local law in an amount above the threshold determined by the state permitting
agency between facilities that have been issued a state license.
(R) "Transport" means the transfer of medical cannabis or medical cannabis products
from the permitted business location of one licensee to the permitted business location of
another licensee, for the purpose of conducting commercial cannabis activity authorized by the
state.
(S) "Testing Laboratory" shall mean a facility, entity, or site in the state and within City
limits, that offers or performs tests of medical cannabis or medical cannabis products and is an
accredited body by the state and is independent from all other persons involved in the medical
cannabis industry.
Sec. 101603 Other licenses, permits, taxes, fees or charges.
Nothing contained in this Chapter 16 shall be deemed to repeal, amend, be in lieu of,
replace or in any way affect any requirements for any license, land use entitlement or permit
required by, under or by virtue of any provision of any other title or chapter of this code or any
other ordinance or resolution of the city, nor be deemed to repeal, amend, be in lieu of,
replace or in any way affect any tax, fee or other charge imposed, assessed or required by,
under or by virtue of any other title or chapter of this code or any other ordinance or
resolution of the city. Any references made or contained in any other title or chapter of this
code to any licenses, license taxes, fees or charges, or to any schedule of license fees, shall
be deemed to refer to the licenses, license taxes, fees or charges, or schedule of license
fees, provided for in other titles or chapters of this code.
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Sec. 101604 Payment of tax does not authorize unlawful business.

(A) The payment of a cannabis tax required by this chapter, and its acceptance by
the city, shall not entitle any person to carry on any Cannabis business unless the person
has complied with all of the requirements of this code and all other applicable laws, nor to
carry on any Cannabis business in any building or on any premises in the event that such
building or premises are situated in a zone or locality in which the conduct of such Cannabis
business is in violation of any law.
(B) No tax paid under the provisions of this chapter shall be construed as authorizing
the conduct or continuance of any illegal or unlawful business, or any business in violation of
any ordinance of the city.
Sec. 101605 Payment - Location.

The tax imposed under this chapter shall be paid to the administrator in the Grover
Beach Finance Department on or before the prescribed date during regular city business
hours.
Sec. 101606 Amount of cannabis tax owed.

Every person or entity whether it is a "not for profit", a "nonprofit" or a "Non-Profit
Organization" as defined in this Section, or a for-profit entity who is engaged in a Commercial
Cannabis Cultivation business in the city shall pay an annual cannabis tax on medical marijuana
and non-medical marijuana where it is permissible by both state and local law.
The initial tax for both medical and non-medical marijuana shall be set at a rate of
twenty-five dollars ($25) per square foot of permitted or licensed canopy space for the first 5,000
square feet and then ten dollars ($10) per square foot of canopy space for the remaining space
licensed by the City for cultivation of marijuana.
Every person or entity listed herein that conducts any other cannabis business shall pay
a five (5%) percent tax on all gross receipts of the business for medical marijuana and ten
(10%) percent tax on all gross receipts of the business for non-medical marijuana.
Beginning on January 1, 2020 and on January 1, of each succeeding year thereafter, the
amount of tax imposed by this Section may be adjusted up to the equivalent to the most recent
change in the annual average of the Consumer Price Index ("CPI") for all urban consumers in
the San Francisco-Oakland-San Jose areas as published by the United States Government
Bureau of Labor Statistics; if the City Council by ordinance increases any such tax however
related to the "CPI", no adjustment shall decrease any tax imposed by this Section.
All tax methodology based upon taxable square footage shall be equal to the maximum
square footage allowed by permit type issued by the City and/or State. In no case shall the
canopy square footage not utilized for the permit type be deducted for the purpose of
determining the tax.
Sec. 101607 Payment-Time limits.

The cannabis tax imposed by this chapter shall be due and payable as follows:
(A)
Each person owing a Commercial Cannabis Cultivation Tax under this chapter
shall, on or before the last day of the month following the close of each calendar quarter,
prepare a tax statement and remit to the administrator the tax due on the total square footage of
canopy space subject to the tax. The square footage tax due shall be paid based on the type of
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cultivation permit issued by the state and/or the City and the maximum square footage so
permitted or licensed. The tax will not be prorated or adjusted for reduction in the square
footage not utilized by the business. Each business shall pay on or before the last day of the
month following the close of each calendar quarter in four (4) equal installments of the annual
tax due. The City may at its discretion determine other methodologies in determining the
payment of such tax in order to promulgate collection of said tax in order to reduce the burden
of collection which may also include the form of payment in which the city may except for such
tax.
(B)
Each person conducting any other commercial cannabis business under this
chapter shall, on or before the last day of the month following the close of each calendar
quarter, prepare a tax statement to the administrator of the total gross receipts and the amount
of taxed owned for the preceding calendar quarter. At the time the tax statement is filed, the full
amount of the tax owed for the preceding calendar quarter shall be remitted to the administrator.
(C)

All tax statements shall be completed on forms authorized by the administrator.

(D)
Tax statements and payments for all outstanding taxes owed the city are
immediately due to the administrator upon cessation of business for any reason.
Sec. 101608 Payments and communications made by mail - Proof of timely submittal.

Whenever any payment, statement, report, request or other communication received
by the administrator is received after the time prescribed by this chapter for the receipt
thereof, but there is an envelope bearing a postmark showing that it was mailed on or prior
to the date prescribed in this chapter for the receipt thereof, or whenever the administrator is
furnished substantial proof that the payment, statement, report, request or other
communication was in fact deposited in the United States mail on or prior to the date
prescribed for receipt thereof, the administrator may regard such payment, statement, report,
request or other communication as having been timely received. If the due day falls on
Saturday, Sunday or a holiday, the due day shall be the next regular business day on which
the city is open to the public.
Sec. 101609 Payment - When taxes deemed delinquent.

Unless otherwise specifically provided under other provisions of this chapter, the taxes
required to be paid pursuant to this chapter shall be deemed delinquent if not paid on or
before the due date specified in Section 101607.
Sec. 101610 Notice not required by city.

The administrator is not required to send a delinquency or other notice or bill to any
person subject to the provisions of this chapter and failure to send such notice or bill shall not
affect the validity of any tax or penalty due under the provisions of this chapter.
Sec. 101611 Payment-Penalty for delinquency.

(A)
Any person who fails or refuses to pay any cannabis tax required to be paid
pursuant to this chapter on or before the due date shall pay penalties and interest as follows:
( 1) A penalty equal to twenty-five ( 2 5 % ) percent of the amount of the tax in
addition to the amount of the tax, plus interest on the unpaid tax calculated from the due date
of the tax at a rate established by resolution of the City Council; and
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(2) An additional penalty equal to twenty-five ( 2 5 % ) percent of the amount of
the tax if the tax remains unpaid for a period exceeding one calendar month beyond the due
date, plus interest on the unpaid tax and on the unpaid penalties, calculated at the rate
established by resolution of the City Council.
(3) Interest shall be applied at the monthly rate on the first day the first day of
the month for the full month, and will continue to accrue monthly on the tax and penalty until
the balance is paid in full.
(B)
Whenever a check is submitted in payment of a cannabis tax and the check is
subsequently returned unpaid by the bank upon which the check is drawn, and the check is
not redeemed prior to the due date, the taxpayer will be liable for the tax amount due plus the
return check fee; penalties and interest as provided for in this section; and any amount
allowed under state law.
(C) The cannabis tax due shall be that amount due and payable from the first
date on which the person was engaged in Cannabis business in the city, together with
applicable penalties and interest calculated in accordance with Subsection (A) above.
Sec. 101612 Waiver of penalties.

The administrator may waive the first
(25%) percent each imposed upon any person if:

and

second

penalties

of twenty-five

(A) The person provides evidence satisfactory to the administrator that failure to
pay timely was due to circumstances beyond the control of the person and occurred
notwithstanding the exercise of ordinary care and the absence of willful neglect, and the
person paid the delinquent cannabis tax and accrued interest owed the city prior to applying
to the administrator for a waiver.
(B)
The waiver provisions specified in this subsection shall not apply to interest
accrued on the delinquent tax and a waiver shall be granted only once during any twentyfour-month period.
Sec. 101613 Refunds-Credits.

(A)
No refund shall be made of any tax collected pursuant to this chapter, except as
provided in Section 101614.
(B)
No refund of any tax collected pursuant to this chapter shall be made because
of the discontinuation, dissolution or other termination of a business.
(C) Any person entitled to a refund of taxes paid pursuant to this chapter may elect
in writing to have such refund applied as a credit against such person's cannabis taxes for
the next calendar qua rte r.
Sec. 101614 Refunds and procedures.

(A)
Whenever the amount of any cannabis tax, penalty or interest has been
overpaid, paid more than once, or has been erroneously or illegally collected or received by
the city under this chapter, it may be refunded to the claimant who paid the tax provided that
a written claim for refund is filed with the administrator within one year of the date the tax
was originally due and payable, and the provisions of Chapter 9, Article 2 of the Grover Beach
Municipal Code are satisfied.
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(B)
The administrator or the administrator's authorized agent shall have the right to
examine and audit all the books and business records of the claimant in order to determine
the eligibility of the claimant to the claimed refund. No claim for refund shall be allowed if the
claimant refuses to allow such examination of claimant's books and business records after
request by the administrator to do so. In the event that the cannabis tax was erroneously paid
and the error is attributable to the city, the city shall refund the amount of tax erroneously
paid up to one year from when the error was identified.
Sec. 101615 Exemptions -Application - Issuance conditions.
Any person desiring to claim exemption from the payment of the tax set forth in
this chapter shall make application upon forms prescribed by the administrator and shall
furnish such information and make such affidavits as may be required by the
administrator.
Sec. 101616 Exemptions - General.
Except as may be otherwise specifically provided in this chapter, the terms hereof
shall not be deemed or construed to apply to any person when imposition of the tax upon
that person would violate the Constitution of the United States or that of the State of
California or preemptive federal or state law.
Sec. 101617 Exemptions - Occasional transactions.
(A)
The provisions of this chapter shall not apply to persons having no fixed
place of business within the city who come into the city for the purpose of transacting a
specific item of business at the request of a specific patient, client or customer, provided
that such person does not come into the City for the purpose of transacting business on
more than five ( 5) days during any calendar year.
(B)
For any person not having a fixed place of business within the city who
comes into the city for the purpose of transacting business and who is not exempt as
provided in Subsection (A) of this section, the cannabis tax payable by such person may
be apportioned by the administrator in accordance with Section 101620.
Sec. 101618 Enforcement - Duties of tax administrator and police department.
It shall be the duty of the administrator or his/her designee to enforce each and
all of the prov·1sions of this chapter, and the pol'lce department shall render such
assistance in the enforcement of this chapter as may from time to time be required by the
administrator.
Sec. 101619 Rules and regulations.
For purposes of apportionment as may be required by law and for purposes of
administration and enforcement of this chapter generally, the administrator, with the
concurrence of the City Attorney, may from time to time promulgate administrative rules
and regulations.
Sec. 101620 Apportionment.
(A)
None of the tax provided for by this chapter shall be applied so as to
occasion an undue burden upon interstate commerce or be in violation of the equal
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protection and due process clauses of the Constitutions of the United States or the State
of California.
(B)
If any case where a cannabis tax is believed by a taxpayer to place an
undue burden upon interstate commerce or be in violation of such constitutional clauses,
the taxpayer may apply to the administrator for an adjustment of the tax. It shall be the
taxpayer's obligation to request in writing for an adjustment within one (1) year after the
date of payment of the tax. If the taxpayer does not request in writing within one year from
the date of payment, then taxpayer shall be conclusively deemed to have waived any
adjustment for that year and all prior years.
(C)
The taxpayer shall, by sworn statement and supporting testimony, show the
method of business and the gross volume of business and such other information as the
administrator may deem necessary in order to determine the extent, if any, of such undue
burden or violation. The administrator shall then conduct an investigation, and shall fix as
the tax for the taxpayer an amount that is reasonable and nondiscriminatory, or if the tax
has already been paid, shall order a refund of the amount over and above the tax so
fixed. In fixing the tax to be charged, the administrator shall have the power to base the
tax upon a percentage of gross receipts or any other measure which will assure that the
tax assessed shall be uniform with that assessed on businesses of like nature, so long
as the amount assessed does not exceed the tax as prescribed by this chapter.
(0)
Should the administrator determine that the gross receipt measure of tax to
be the proper basis, the administrator may require the taxpayer to submit a sworn
statement of the gross receipts and pay the amount of tax as determined by the
administrator.
Sec. 101621

Audit and examination of records and equipment

(A)
The administrator, or its designee, shall have the power to audit and examine
all books and records of persons engaged in Cannabis business including both state and
federal income tax returns, California sales tax returns, or other evidence documenting
the gross receipts of persons engaged in Cannabis business, and, where necessary, all
equipment, of any person engaged in Cannabis business in the city, for the purpose of
ascertaining the amount of cannabis tax, if any, required to be paid by the provisions
hereof, and for the purpose of verifying any statements or any item thereof when filed by
any person pursuant 101624 through 101626 of any taxes estimated to be due.
It shall be the duty of every person liable for the collection and payment to
(B)
the City of any tax imposed by this chapter to keep and preserve, for a period of at least
three (3) years, all records as may be necessary to determine the amount of such tax as
he or she may have been liable for the collection of and payment to the City, which
records the administrator shall have the right to inspect at all reasonable times.
Sec. 101622 Tax deemed debt to city.

The amount of any tax, penalties and interest imposed by the provisions of this
chapter shall be deemed a debt to the city and any person carrying on any Cannabis
Business without first having paid such tax shall be liable in an action in the name of the
city in any court of competent jurisdiction for the amount of the tax, and penalties and
interest imposed on such business.
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Sec. 101623 Deficiency determinations.

If the administrator is not satisfied that any statement filed as required under the
provisions of this chapter is correct, or that the amount of tax is correctly computed, he or
she may compute and determine the amount to be paid and make a deficiency
determination upon the basis of the facts contained in the statement or upon the basis of
any information in his or her possession or that may come into his or her possession
within three years of the date the tax was originally due and payable. One or more
deficiency determinations of the amount of tax due for a period or periods may be made.
When a person discontinues engaging in a business, a deficiency determination may be
made at any time within three years thereafter as to any liability arising from engaging in
such business whether or not a deficiency determination is issued prior to the date the tax
would otherwise be due. Whenever a deficiency determination is made, a notice shall be
given to the person concerned in the same manner as notices of assessment are given
under Sections 101624 through 101626.
Sec.101624 Tax assessment -Authorized when - Nonpayment - Fraud.

(A)
Under any of the following circumstances, the administrator may make and
give notice of an assessment of the amount of tax owed by a person under this chapter at
any time:
this chapter;
chapter;

(1)

If the person has not filed any statement required under the provisions of

(2)

If the person has not paid any tax due under the provisions of this

(3) If the person has not, after demand by the administrator, filed a
corrected statement, or furnished to the administrator adequate substantiation of the
information contained in a statement already filed, or paid any additional amount of tax due
under the provisions of this chapter;
(4) If the administrator determines that the nonpayment of any business tax
due under this chapter is due to fraud, a penalty of twenty-five (25%) percent of the amount of
the tax shall be added thereto in addition to penalties and interest otherwise stated in this
chapter.
(B)
The notice of assessment shall separately set forth the amount of any tax known
by the administrator to be due or estimated by the administrator, after consideration of all
information within the administrator's knowledge concerning the business and activities of the
person assessed, to be due under each applicable section of this chapter, and shall include
the amount of any penalties or interest accrued on each amount to the date of the notice of
assessment.
Sec. 101625 Tax assessment - Notice requirements.

The notice of assessment shall be served upon the person either by handing it to him
or her personally, or by a deposit of the notice in the United States mail, postage prepaid
thereon, addressed to the person at the address of the location of the business or to such
other address as he or she shall register with the administrator for the purpose of receiving
notices provided under this chapter; or, should the person have no address registered with
the administrator for such purpose, then to such person's last known address. For the
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purposes of this section, a service by mail is complete at the time of deposit in the United
States mail.
Sec. 101626 Tax assessment - Hearing - Application and determination.

Within ten (10) days after the date of service the person may apply in writing to the
administrator for a hearing on the assessment. If application for a hearing before the city is
not made within the time herein prescribed, the tax assessed by the administrator shall
become final and conclusive. Within thirty (30) days of the receipt of any such application for
hearing, the administrator shall cause the matter to be set for hearing before him or her not
later than thirty-five ( 3 5) days after the receipt of the application, unless a later date is
agreed to by the administrator and the person requesting the hearing. Notice of such hearing
shall be given by the administrator to the person requesting such hearing not later than five
(5) days prior to such hearing. At such hearing said applicant may appear and offer evidence
why the assessment as made by the administrator should not be confirmed and fixed as the
tax due. After such hearing the administrator shall determine and reassess the proper tax to
be charged and shall give written notice to the person in the manner prescribed in Section
101625 for giving notice of assessment.
Sec.101627 Conviction for chapter violation -Taxes not waived.

The conviction and punishment of any person for failure to pay the required tax shall
not excuse or exempt such person from any civil action for the tax debt unpaid at the time of
such conviction. No civil action shall prevent a criminal prosecution for any violation of the
provisions of this chapter or of any state law requiring the payment of all taxes.
Sec.101628 Violation deemed misdemeanor - Penalty.

Any person violating any of the provisions of this chapter or any regulation or rule
passed in accordance herewith, shall be deemed guilty of a misdemeanor, and upon
conviction thereof shall be punishable by a fine of not more than five hundred dollars ($500)
or by imprisonment for a period of not more than six months, or by both such fine and
imprisonment.
Sec.101629 Severability.

Should any provision of this chapter, or its application to any person or circumstance,
be determined by a court of competent jurisdiction to be unlawful, unenforceable or otherwise
void, that determination shall have no effect on any other provision of this chapter or the
application of this chapter to any other person or circumstance and, to that end, the
provisions hereof are severable.
Sec.101630 Effect of state and federal reference/ authorization.

(A)
Unless specifically provided otherwise, any reference to a state or federal
statute in this chapter shall mean such statute as it may be amended from time to time,
provided that such reference to a statute herein shall not include any amendment thereto, or
to any change of interpretation thereto by a state or federal agency or court of law with the
duty to interpret such law, to the extent that such amendment or change of interpretation
would, under California law, require voter approval of such amendment or interpretation, or to
the extent that such change would result in a tax decrease. To the extent voter approval
would otherwise be required or a tax decrease would result, the prior version of the statute
(or interpretation) shall remain applicable; for any application or situation that would not
require voter approval or result in a decrease of a tax, provisions of the amended statute (or
new interpretation) shall be applicable to the maximum possible extent.
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(8)
To the extent that the city's authorization to collect or impose any tax imposed
under this chapter is expanded as a result of changes in state or federal law, no amendment
or modification of this chapter shall be required to conform the tax to those changes, and the
tax shall be imposed and collected to the full extent of the authorization up to the full
amount of the tax imposed under this chapter.
Sec.101631

Remedies cumulative.

All remedies and penalties prescribed by this chapter or which are available under
any other provision of law or equity, including but not limited to the California False
Claims Act (Government Code Section 12650 et seq.) and the California Unfair Practices
Act (Business and Professions Code Section 17070 et seq.), are cumulative. The use of
one or more remedies by the city shall not bar the use of any other remedy for the
purpose of enforcing the provisions of this chapter.
Sec.101632 Amendment or repeal.

Chapter 16 of Article X of the City of Grover Beach Municipal Code may be repealed or
amended by the City Council without a vote of the people. However, as required by Article XlllC
of the California Constitution, voter approval is required for any amendment provision that would
increase the rate of any tax levied pursuant to this chapter. The people of the City of Grover
Beach affirm that the following actions shall not constitute an increase of the rate of a tax:
(A)
The restoration of the rate of the tax to a rate that is no higher than that set
by this chapter, ifthe City Council has acted to reduce the rate of the tax;
(B)
An action that interprets or clarifies the methodology of the tax, or any
definition applicable to the tax, so long as interpretation or clarification (even if contrary to
some prior interpretation or clarification) is not inconsistent with the language of this
chapter;
The establishment of a class of person that is exempt or excepted from the tax or the
discontinuation of any such exemption or exception (other than the discontinuation of an
exemption or exception specifically set forth in this chapter); or
The collection of the tax imposed by this chapter, even if the city had, for some period of
time, failed to collect the tax.
PART 2. If any section, subsection, subdivision, paragraph, sentence, clause, or phrase
of this Ordinance or any part thereof is for any reason held to be in violation of the law, such
decision shall not affect the validity of the remaining portion of this Ordinance or any part
thereof. The City Council hereby declares that it would have passed each section, subsection,
subdivision, paragraph, sentence, clause, or phrase thereof, irrespective of the fact that any one
or more sections, subsections, subdivisions, paragraphs, sentences, clauses or phrases be
declared in violation of the law.
PART 3. This Ordinance shall become effective thirty (30) days after the date of its
adoption, and within fifteen (15) days after its adoption, it shall be published once, together with
the names of the Council Members voting thereon, in a newspaper of general circulation within
the City.
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INTRODUCED at a regular meeting of the City Council held February 6, 2017 and
PASSED, APPROVED, and ADOPTED by the City Council on February 21, 2017 on the
following roll call vote, to wit:
AYES:
NOES
ABSENT:
ABSTAIN:

Council Members Lee, Nicolls, Peterson, Mayor Pro Tern Shah, and
Mayor Shoals.
Council Members - None.
Council Members - None.
Council Members - None.

PASSED, APPROVED, and ADOPTED by 70.59 percent of the Voters of the City of Grover
Beach on Tuesday, November 8, 2016.

ATTEST:
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California Cannabis Taxes By City
(//www.californiacannabiscpa.com/blog/californiacannabis-taxes-by-city)
2/22/2017

California City Taxes for Medical and Recreational Marijuana
In
November
2016,
California
passed
Proposition
64
(https://ballotpedia.org/California_Proposition_64,_Marijuana_Legalization_(2016)) which legalized
recreational marijuana in the state of California. At the same time, voters voted on a number of city tax
ordinances which were designed to apply local city taxes to the cultivation, manufacturing, distribution,
and sales of medical and recreational marijuana.
With 482 municipalities in California in all, dozens of ballot measures were up for vote in November
2016. For several cities, we have provided summaries of each of the tax laws that have been passed
below. While this is only a partial list of the measures that were passed it can help you to get a clearer
picture of what taxes you will be required to pay based on where you locate your cannabis business.
Adelanto. The city imposes a commercial marijuana activity excise tax
(https://ballotpedia.org/Adelanto,_California,_Marijuana_Excise_Tax,_Measure_R_(November_2
016)) of up to 5% of revenue. Taxable commercial marijuana activities include all business
activities licensed, authorized, or otherwise permitted by State or local law, including the
transportation/distribution, testing, and dispensing of marijuana.
Carson.

Carson

imposes

a

tax

(https://ballotpedia.org/Carson,_California,_Marijuana_Business_Tax,_Measure_KK_(November_
2016)) of $25 per square foot for marijuana cultivators and 18% of gross proceeds on all
marijuana business activities pending the passage of a future ballot measure that permits such
activities. The cultivation tax is adjusted annually based on the Consumer Price Index (CPI).
Cathedral

City.

The

city's

marijuana

tax

(https://ballotpedia.org/Cathedral_City,_California,_Recreational_Marijuana_Tax_,_Measure_P_(
November_2016)), applied to both medical and recreational marijuana, is $25 per square foot of
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cultivation space and $1 per gram of cannabis concentrate and per unit of cannabis-infused
product. The City Council retains the right to impose the tax at an amount that is lower than
what has been approved by the voters.
Coachella.

The

city

imposes

a

tax

(https://ballotpedia.org/Coachella,_California,_Marijuana_Tax,_Measure_II_(November_2016)) of
$15 per square foot on marijuana cultivation and manufacturing facilities. An additional tax of
6% of revenue is charged on both medical and recreational marijuana sales. Coachella permits
only wholesale marijuana activities not recreational sales.
Coalinga.
Measure
E
(https://ballotpedia.org/Coalinga,_California,_Marijuana_Facility_Tax,_Measure_E_(November_2
016)) establishes an annual tax for commercial marijuana operations of $25 per square foot for
the ]rst 3,000 square feet and $10 per square foot for the additional remaining space for
commercial
marijuana
operation
spaces.
Measure
G
(https://ballotpedia.org/Coalinga,_California,_Authorize,_Regulate,_and_Tax_a_Single_Marijuana
_Dispensary,_Measure_G_(November_2016)) authorized the operations of a single marijuana
dispensary. The city imposes a tax of 10% of gross receipts on this marijuana dispensary. No
other marijuana dispensaries would be allowed in the City of Coalinga.
Dixon.

The

city

imposes

a

15%

tax

(https://ballotpedia.org/Dixon,_California,_Marijuana_Business_Tax,_Measure_K_(November_20
16)) on the gross receipts of cannabis businesses and dispensaries if such businesses or
dispensaries are approved to operate in the City of Dixon. Dixon passed an ordinance
prohibiting cultivation and distribution of medical marijuana in January 2016.
Fillmore.
Under
Measure
I
(https://ballotpedia.org/Fillmore,_California,_Marijuana_Distribution_Tax,_Measure_I_(November
_2016)), the city imposes a 15% on all medical and recreational marijuana sales within the city
to
be
paid
only
by
the
marijuana
business
itself.
Measure
H
(https://ballotpedia.org/Fillmore,_California,_Marijuana_Cultivation_Tax,_Measure_H_(Novembe
r_2016)) enacts a permanent tax of $30 per square foot for the ]rst 3,000 square feet of space,
and not to exceed $15 per square foot for the remaining space on space used for cultivation by
medical and recreational marijuana businesses. The tax will also increase every ]ve years at
the rate of the greater of CPI or $1.00 and $0.35. The sale of marijuana in Fillmore is currently
prohibited by the Fillmore Municipal Code.
Gonzales.

The

city

imposes

a

tax

(https://ballotpedia.org/Gonzales,_California,_Medical_Marijuana_Tax,_Measure_W_(November_
2016)) on all cannabis cultivation and manufacturing businesses, which authorizes the city to
charge an initial tax of $15 per square foot of space dedicated to cannabis cultivation with the
ability to raise this tax after three years up to a maximum of $25 per square foot. In 2020, this
cultivation tax will be subject to annual adjustments based on the CPI. It also establishes an
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initial tax rate of 5% on the annual gross receipts of cannabis manufacturers with the ability to
raise this rate after 3 years to a maximum of 15% on gross receipts.
Green?eld. The city imposes a tax on all for-pro]t and nonpro]t cannabis cultivation
businesses of $15 per square foot of canopy space authorized by city permit until June 30,
2020. For every year thereafter, the tax would be increased by $5 per square foot, not to exceed
$25 per square foot. On July 1, 2023, the tax would be increased annually according to the CPI
for ineation. Initially, commercial nursery cannabis cultivation operations would pay an initial
tax of $2 per square foot of canopy space as authorized by city permit until June 30, 2020.
Every year thereafter, the tax would be increased by $1.50 per square foot, not to exceed $5 per
square foot. Then, starting on July 1, 2023, the tax would increase annually according to the CPI
for ineation. A commercial cannabis nursery is a business that produces only immature plants,
seeds, or products that are used speci]cally for the planting, propagation, and cultivation of
cannabis. The city imposes a general tax of $5 on gross receipts per ]scal year on all other
types of cannabis businesses. Beginning July 1, 2020, the tax rate would be increased by 2.5%
per year, not to exceed a maximum tax rate of 10% per year.
Grover Beach. Grover Beach imposes a tax at the rate of 5% of gross receipts on dispensaries,
manufacturing, testing and other medical cannabis businesses and 10% of gross receipts on
recreational cannabis businesses. The city imposes a tax of $25 per square foot for the ]rst
5,000 square feet and $10 per additional square foot of cultivation space for cannabis
cultivation and nursery businesses. The tax for both cultivation and nursery operations would
be paid on the maximum canopy area permitted or licensed under state laws and city
regulations, regardless of whether the grower utilizes the entire space. The tax is subject to
annual CPI adjustments.
Hayward. The passage of the ballot authorized the city to impose a general tax
(https://ballotpedia.org/Hayward,_California,_Marijuana_Tax,_Measure_EE_(November_2016))
not to exceed 15% on the gross sales of the adult use of recreation and medical cannabis. The
city may impose a tax rate that is lower than 15% at a later date.
King
City.
King
City
(https://ballotpedia.org/King_City,_California,_Marijuana_Business_Tax,_Measure_J_(November
_2016)) imposes a tax on medical and recreational marijuana cultivation businesses at a rate of
$25 per square foot for the ]rst 5,000 square feet and $10 per square foot thereafter for
cultivation. The tax may not exceed $5 per square foot for nurseries; $30,000 each for
manufacturing and testing facilities. The tax is subject to an annual CPI-based adjustment for
ineation. The tax for both cultivation and nursery operations starts at an initial rate of $5 per
square foot for the ]rst 5,000 square feet and $2.50 per square for any additional space. It
would be paid on the maximum canopy area permitted or licensed under State laws and City
regulations, regardless of whether the grower utilizes the entire space.
Long Beach. Marijuana businesses, including cultivators, dispensaries, and manufacturers are
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required
to
pay
taxes
(https://ballotpedia.org/Long_Beach,_California,_Marijuana_Business_Taxes,_Measure_MA_(No
vember_2016)) under Measure MM. For medical marijuana dispensaries this tax is a 6 to 8%
tax on gross receipts. For recreational dispensaries, it is 10 to 12% on gross receipts. For
cultivators, it is $12 to $15 per square foot of cultivation space. For marijuana manufacturers, it
is 6 to 8% of gross receipts. Measure MM also amended the city's current marijuana business
license tax, which was approved in 2014.
Perris.

The

city

imposes

a

tax

(https://ballotpedia.org/Perris,_California,_Medical_Marijuana_Dispensary_and_Cultivation_Tax,
_Measure_J_(November_2016)) of $25 per square foot on medical marijuana cultivators and
10% of monthly business revenue for medical marijuana dispensaries. The tax on medical
marijuana dispensaries is not a sales tax.
Pittsburg.

The

city

imposes

a

tax

(https://ballotpedia.org/Pittsburg,_California,_Marijuana_Business_Tax,_Measure_J_(November
_2016)) on all for-pro]t and nonpro]t medical and recreational marijuana businesses within the
city of no more than 10% of gross receipts. Personal cultivation of marijuana that is not sold,
bartered or exchanged is excluded from this tax.
Point

Arena.

The

city

imposes

a

maximum

tax

(https://ballotpedia.org/Point_Arena,_California,_Marijuana_Business_Tax,_Measure_AE_(Nove
mber_2016)) on recreational cannabis businesses of $0.10 for each $1 or fractional part of the
business proceeds. For medical marijuana/cannabis businesses, the tax would not be more
than $0.03 for each $1 or fractional part thereof. The City Council retains the authority to
periodically adjust the tax rates as long as the rate does not exceed these maximum rates with
any increases in the maximum rates to be approved by the voters.
Salinas. For both for-pro]t and not-for-pro]t cultivation businesses, the city imposes a general
tax
(https://ballotpedia.org/Salinas,_California,_Marijuana_Business_Tax,_Measure_L_(November_2
016)) of $15 per square foot of canopy area. After three years, the tax rate automatically
increases to $25 per square foot of canopy area and is automatically adjusted based on the
CPI. For marijuana dispensaries, manufacturing, and delivery businesses, the city imposes a tax
rate of 5% of gross revenues. After three years, this tax rate automatically increases to 10% of
gross revenue for these businesses.
San Diego. The city imposes a tax, ranging from 5 to 15% on the gross receipts
(https://ballotpedia.org/San_Diego,_California,_Nonmedical_Marijuana_Tax,_Measure_N_(November_2016)) of recreational marijuana businesses.
San Jacinto. The city imposes a gross receipts tax of up to 15% and up to a $50 per square
foot cultivation/manufacturing tax on all commercial marijuana and marijuana-containing
product businesses in the city. In 2016, the San Jacinto City Council adopted a comprehensive
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ban on all marijuana uses. However, under Proposition 64, the city is required to reasonably
allow indoor cultivation of medical and recreational marijuana.
San

Leandro.

The

city

imposes

a

10%

tax

on

gross

receipts

(https://ballotpedia.org/San_Leandro,_California,_Marijuana_Business_Tax,_Measure_NN_(Nove
mber_2016)) for all for-pro]t and non-pro]t medical and recreational marijuana businesses.
Santa
Barbara.
The
city
imposes
a
20%
maximum
tax
(https://ballotpedia.org/Santa_Barbara,_California,_Marijuana_Business_Tax,_Measure_D2016_(
November_2016)) on gross receipts for all medical and recreational marijuana businesses.
Santa

Cruz.

The

city

imposes

an

initial

tax

rate

(https://ballotpedia.org/Santa_Cruz,_California,_Marijuana_Tax_Amendment,_Measure_I_(Nove
mber_2016)) of 7% of gross receipts for cannabis businesses operating in the city with a
maximum tax rate of 10%. The ordinance includes both for-pro]t and nonpro]t medical and
recreational cannabis businesses.
Stockton.

The

city

has

increased

its

business

license

tax

rate

(https://ballotpedia.org/Stockton,_California,_Medical_Marijuana_Business_Tax,_Measure_Q_(N
ovember_2016)) to a minimum of $5 and maximum of $50 per $1,000 of annual gross receipts
for medical marijuana businesses.
Watsonville.

The

city

imposes

a

tax

(https://ballotpedia.org/Watsonville,_California,_Marijuana_Business_Tax,_Measure_L_(Novemb
er_2016)) on marijuana cultivation at a maximum rate of $20 per square foot per year of
canopy area and maximum rate of 2.5% of gross receipts from the manufacture or processing
of cannabis. From the sale of cannabis, the city imposes a tax of a maximum of 10% on gross
receipts.
The California medical sales tax rate is 7.60%. The majority of these ballot measures do not address
the sale of recreational marijuana directly because they left it up to the passage of state laws and/or
additional city ordinances to determine whether or not recreational cannabis would be considered legal
in their municipalities.
With the passage of Proposition 64, in many cases, these city ordinances now also apply to
recreational cannabis businesses. For more speci]c details, please check with each city to determine
the exact ordinances that apply to your medical or recreational cannabis business.
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The information contained in this website is meant only for guidance purposes and not as professional legal or tax advice. Further, it does not
give personalized legal, tax, investment or any business advice in general. For professional consultation, please sign-up for our services.
California Cannabis CPA disclaims any and all liability and responsibility for any and all errors or omissions for the content contained on this site.
*California Cannabis CPA does not provide Audit and Assurance related services directly to its clients. All audit and assurance related services
are done through our mutual partnership with Kevin Bee, CPA
Please review our privacy policy here (/privacy-policy.html).
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Attachment 5

March 28, 2018
Honorable Mayor and Council Members
City of Grover Beach
154 S. Eighth Street
Grover Beach, CA 93433
Dear Mayor and Council Members,
NHC looks forward to working with Grover Beach officials, local business leaders and other
stakeholders to inform discussions about determining the local tax rates or fee structures for the
emerging cannabis sector.
We believe that any local tax policy must be considered against the backdrop of already
imposed State taxes and regulatory fees incurred as a result of the local permitting and state
licensing process.
The Adult Use of Marijuana Act (AUMA), which imposes both a 15% excise tax on purchases of
cannabis or cannabis products and a separate cultivation tax on harvested cannabis that enters
the commercial market, as well as sales tax.
Represented as a percentage of value, the State’s cultivation tax is 14.8%. A 2017 HdL Fiscal
Analysis report estimates an additional cost of 5% per pound for state mandated testing, further
increasing the cost to deliver products to market. We believe additional local taxes further
constrain economic activity in the newly evolving marketplace.
NHC supports a stable tax structure, with gradual escalation of the local tax rate to ensure that
businesses are able to sustain during these early years of regulatory framework. Tax rates
should encourage long term growth and should be revisited within the context of maturation of
the industry.
For Grover Beach to remain competitive and realize long term economic development, NHC
believes that commercial cannabis activities including retail and manufacturing could be subject
to the following tax climate. Year-1, 2% tax on gross receipts, year-3, 2.5% tax on gross
receipts, year-6, 3.0% tax on gross receipts, year-9, 3.5% tax on gross receipts, and year-12,
4% tax on gross receipts. Distribution businesses would be subject to 1.5% tax on gross
1

receipts. All cultivation and nurseries would be taxed at $3 per sq ft. Testing facilities would be
subject to no tax.
Commercial
Cannabis
Activity

Year-1

Year-3

Year-6

Year-9

Year-12

Cultivation

$3 s.f.

$3 s.f.

$3 s.f.

$3 s.f.

$3 s.f.

Retail

2%

2.5%

3%

3.5%

4%

Manufacturing

2%

2.5%

3%

3.5%

4%

Distribution

1.5%

1.5%

1.5%

1.5%

1.5%

Testing Lab

-

-

-

-

-

Sincerely,

Ali Cooper
VP of Government Relations
Natural Healing Center

Cc:

Matthew Bronson, City Manager
Bruce Buckingham, Community Development Director
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