
City Council Work Session on  

Cannabis Policies

April 24, 2017
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Agenda

 Background – federal, state, local

 Overview of laws governing medical cannabis

 Overview of Proposition 64 and adult (“recreational”) use

 Overview of current cannabis taxes and fees

 Overview of permit types

 Policy considerations/staff recommendations

 Next Steps
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Council Goals

 Place San Leandro on a firm foundation for long-term 

fiscal sustainability

 Advance projects and programs promoting sustainable 

economic development, including transforming San 

Leandro into a center for innovation

 Provide quality public safety service and grow our 

partnership with the community to keep San Leandro safe

 Support and implement programs, activities and 

strengthen communication that enhances the quality of 

life and wellness
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Background – Federal & State
 1937 : Marihuana Tax Act

 1970: Controlled Substances Act

 1973: Creation of DEA

 1996: California legalizes medical cannabis

 2012: Colorado & Washington State legalize adult use + sales

 Aug. 2013: U.S. Dept. of Justice (DOJ) issues Cole Memo

 Dec. 2014: Rohrabacher-Farr Amendment goes into effect

 Oct. 9, 2015 Medical Cannabis Regulation & Safety Act (MCRSA)

 Nov. 2016: Proposition 64 (AUMA) [statewide passage rate: ~57%]

 Feb. 2017: Bi-partisan Cannabis Caucus formed in Congress

 Feb. 2017: HR 975 – Respect State Marijuana Laws Act of 2017 (introduced) 

 April, 2017: CA Governor introduces trailer bill to merge MCRSA & AUMA

 On-going: Uncertainty regarding DOJ approach/future actions
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Background – Local

 Oct., 2010: Council adopts interim ban on cannabis businesses, extended in 2011 & 2012

 Feb.12, 2013: Town Hall meeting to discuss medical cannabis policy 

 Dec. 16, 2013: Council approves medical cannabis dispensary ordinance 

 Sept. 8, 2015: Council awards 1st dispensary permit

 July 18, 2016: Council awards 2nd dispensary permit

 Oct. 17, 2016: Council awards 3rd dispensary permit

 Nov. 8, 2016: San Leandro voters authorize Measure NN (passage rate: ~75%)

(passage rate of Proposition 64 in San Leandro: ~60%)

 March 20, 2017: City Council sets cannabis business tax rate
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Medical Cannabis Regulation & Safety Act (2015)

• Comprehensive statewide regulations governing medical cannabis
• Dual-licensing framework, requires local & state permits
• Established state Bureau of Medical Cannabis Regulation (BMCR)
• Established permit types, limits cross-licensing to two categories 
• Dept. of Food and Agriculture (DFA) in charge of licensing and 

regulation of cultivation 
• Requires track & trace system 
• Dept. of Public Health (DPH) to develop standards for regulation of 

manufactured cannabis products, including edibles 
• Upholds local power to levy local fees and taxes
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Proposition 64 (2016)

The Adult Use of Marijuana Act (AUMA)

• Legalized non-medical adult use by persons ≥21 years of age and the
personal cultivation of up to six plants

• Adults may possess, process, transport, purchase, obtain, or give away:
• 28.5 grams of cannabis, or
• 8 grams of concentrated cannabis products

• State regulatory & licensing system for commercial cultivation, testing,
and distribution of non-medical cannabis and manufactured products

• Allows local governments to prohibit or regulate and license commercial
non-medical cannabis
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AUMA - Personal Cultivation
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• Local governments may “reasonably regulate” but not prohibit personal
indoor cultivation of up to 6 plants within a residence
• Includes cultivation within a greenhouse or other structure on the same

parcel that is not visible from a public space
• Local governments may regulate or prohibit personal outdoor cultivation

• Complete bans on outdoor personal cultivation may make local agencies 
ineligible for state grant funding 

• Cities may enact ordinances requiring inspections for Fire Safety & Public Health
• City may also pursue nuisance abatement action

• Current law limits fines to no greater than twice the state license fee
• In absence of local action, state regulations govern 



AUMA - Statewide Restrictions on Personal Use

 No smoking in a public place (except where authorized locally)

 No smoking where tobacco smoking is prohibited

 No smoking within 1,000 feet of a school, day care center or youth center

 No smoking while driving or riding in a vehicle

 Cities may prohibit smoking and possession in buildings owned, leased, or
occupied by the city
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San Leandro Smoking Pollution Control Ordinance 

“Smoking” (definition): engaging in an act that generates 

smoke, such as for example: possessing a lighted pipe, lighted 

hookah pipe or shisha pipe, an operating electronic cigarette, a 

lighted cigar, or a lighted cigarette of any kind; or lighting or 

igniting of a pipe, cigar, hookah pipe, cigarette of any kind, or 

any other weed or plant.
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San Leandro Smoking Pollution Control Ordinance 

Smoking is prohibited in the following enclosed places:

(a) Public places

(b) Places of employment 

(c) Enclosed areas adjacent to an enclosed area in which smoking is prohibited

(d) Enclosed areas that have a common or shared ventilation

Smoking is also prohibited in the following unenclosed places:

(a) Places of employment

(b) Service areas

(c) Public places, including dining areas

(d) Ticket, boarding, and waiting areas of transit depots and bus stops

(e) City and private parks, playgrounds, athletic facilities, golf practice facilities 

(f)  The sites of public events including, sports events, entertainment, 

speaking performances,ceremonies, pageants, farmers markets, 

festivals, carnivals, and fairs
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Current Cannabis Taxes & Fees

 City Dispensary Fee $60,000 per year

 City Business Tax 6% of gross receipts through June 30, 2019

 CA Excise Tax: 15% on gross receipts of retail sale  

 CA Sales Tax: 9.75% at point of sale 
(excludes medical patients w/ ID)

 Federal Taxes: Vary, Rule 280E disallows business expense 
deductions

 State Cultivation Tax: Excise tax of $9.25/dry‐weight ounce (flowers)  
Excise tax of $2.75/dry‐ weight ounce (leaves)
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Summary of 15% State Tax Allocation*

*may be altered by majority vote of the Legislature after 2027
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60%
youth programs, substance abuse 

education, prevention and treatment

20%
environmental cleanup, 

remediation

20%
Reduce DUI, reduce negative health 

impacts



AUMA - State Licensing

 All cannabis businesses must have a state license

 State license cannot be issued to an applicant whose operations        

violate the provisions of any local ordinance or regulations

 State expected to begin issuing annual licenses after Jan. 1, 2018

 Separate state license required for each business location or category

 Cities not required to enact a regulatory scheme or prohibition by certain 

date

 If a City enacts local regulations before business applies for state license, 

state will either not issue license, or license will be subject to local 

regulations

 In the absence of local regulations, State could potentially issue permits
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State Permit Types

 Type 1A = Cultivation; Specialty indoor; Small

 Type 1B = Cultivation; Specialty mixed-light; Small

 Type 2 = Cultivation; Outdoor; Small

 Type 2A = Cultivation; Indoor; Small

 Type 2B = Cultivation; Mixed-light; Small

 Type 3 = Cultivation; Outdoor; Medium

 Type 3A = Cultivation; Indoor; Medium

 Type 3B = Cultivation; Mixed-light; Medium

 Type 4 = Cultivation; Nursery
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 Type 5 = Cultivation; Outdoor; Large

 Type 5A =Cultivation; Indoor; Large

 Type 5B = Cultivation; Mixed-light; Large

 Type 6 = Manufacturer 1 

 Type 7 = Manufacturer 2

 Type 8 = Testing

 Type 10 = Retailer

 Type 11 = Distributor

 Type 12 = Microbusiness



Retail Dispensaries in San Leandro (Type 10)

 Adopted Local Ordinance Allows Up to 3 Dispensaries

 All 3 dispensary permits have been issued

 Approved dispensaries are currently allowed to sell only medical 

cannabis and related products 

 Non-medical sales could begin as soon as Jan. 1, 2018, if 

authorized by City Council

Policy question:  

Does the City Council want to allow non-medical sales? 
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Adult Use Retail Sales – Policy Considerations

 Little practical difference between medical & non-medical sales 

in terms of dispensary operations

 Non-medical sales would likely generate increased revenue for the City

 Approved business plans assumed only medical sales 

 None of the three permitted dispensaries have yet opened - impacts unknown

 There is no requirement for the City to allow non-medical sales

 Competitiveness of medical-only dispensaries may be impacted if neighboring 

communities permit non-medical sales
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Adult Use Retail Sales - Recommendation 

 Wait until local dispensaries have commenced operations to 

determine impacts

 Monitor neighboring jurisdictions and explore best practices

 Adopt local code requirements to address non-medical sales

 Return to City Council in 2018 to revisit issue
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Overview of Conditional Use Permits
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 All three dispensaries are required to receive a Conditional Use 

Permit

 A CUP ensures project compatibility with surrounding land uses

 Consideration of a CUP is before the Board of Zoning Adjustments 

(BZA) at a noticed public hearing with opportunity for public 

notification and public comment

 The BZA may impose conditions to mitigate impacts, or deny based 

on various grounds

 If there are reasonable grounds, a CUP can be recalled by the City for 

reconsideration or revocation at any time.



Laboratory Testing Definition (Type 8)

Laboratories, Cannabis Testing Facilities. 

Laboratories conducting safety, quality control, 
and analytical testing services of cannabis and 
products derived from cannabis as a service to 
cannabis dispensaries, medical facilities, 
government agencies, cannabis product 
manufacturers, or other entities as allowed by 
state law. This definition includes cannabis 
testing and laboratory facilities requiring a Type 
8 license from the State of California. This 
definition does not include the cloning, planting 
or cultivation of cannabis plants or the direct 
sales, distribution, delivery, or dispensing of 
cannabis and cannabis products to the public. 
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Laboratory Testing - Policy Considerations

 Laboratories are generally small, 
non-descript facilities with minimal
(non-retail) customer traffic  

 Operations are indistinguishable 
from other types of labs

 Labs protect patient safety by testing 
for molds, pesticides, harmful products

 Provide quality jobs

 Generate revenue, subject to gross receipts tax

 Use aligns with broader goals for industrial areas

 Minimal public safety risk; limited quantities of cannabis 
involved

 Building, Fire, & Police Departments have permit review/ 
inspection authority
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Laboratory Testing - Recommendation

 Allow cannabis lab testing as a conditionally permitted 
land use (CUP) in certain Commercial and Industrial zones

 Each application to be analyzed for appropriateness with 
neighboring land uses 

 Conditions applied to mitigate public impact and protect 
public safety 

 Consistent with the Planning Commission 
recommendation, bring draft Zoning Code revisions to 
allow “Laboratories, Cannabis Testing Facilities” to City 
Council for consideration on June 5, 2017
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Cannabis Manufacturing Definition (Type 6 & 7)

Industry, Cannabis Product Manufacturing.

Cannabis manufacturing, processing, and packaging 

of products derived from or infused with cannabis, 

including edibles, concentrates and extracts for 

wholesale or retail trade to cannabis dispensaries or 

other cannabis product distributors and 

manufacturers as allowed by state law. This 

definition includes cannabis manufacturers requiring 

a Type 6 or 7 license from the State of California. 

This definition does not include the cloning, planting 

or cultivation of cannabis plants or the direct sales, 

distribution, delivery, or dispensing of manufactured 

cannabis products to the public. 
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Examples of Manufactured Products

topicals tinctures

edibles

capsules

extracts



Cannabis Manufacturing Policy Considerations

 Strong demand from the cannabis industry for locations

 Provide quality jobs, subject to gross receipts tax

 Use aligns with broader goals for industrial areas

 Impact and appearance no different from other types of manufacturing 
facilities; industry prefers a low profile

 No direct sales to the public allowed, minimal foot traffic

 Each proposed project requires evaluation 
and public hearing by the BZA

 Conditional Use Permits can be conditioned, 
revoked or amended at the City’s discretion

 Staff proposes additional code section with 
mandatory findings to ensure facilities have 
minimal impacts/issues

 Building, Fire, and Police Dept. staff can review/
inspect for public safety 25



Article 16: Cannabis Manufacturing 

(Proposed)

 Rely on the existing Conditional Use Permit process to regulate

 Proposed new code section to identify mandatory findings for 

CUP approval

 Facility is situated in an appropriate location and is not within proximity 

to schools, childcare centers, residences or other sensitive land uses 

 Appropriate measures have been taken to prevent nuisances related to 

odor, noise, exhaust, and waste

 Facility has been designed with appropriate safety and security measures

 Operations will not burden or adversely affect public health and safety

 Specific operating procedures and safety measures may be 
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Other Cities that Allow Manufacturing*

 Oakland

 Berkeley

 Santa Rosa

 Sacramento

 Lynwood (LA County) 

 Grover Beach (San Luis Obispo County)

 Arcata (Humboldt County)

 Desert Hot Springs (Riverside County)

 *according to CannaBusiness Law journal and other available online sources
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Cannabis Manufacturing - Recommendation

Staff recommendation:

 Consistent with the Planning Commission 

recommendation, bring draft Zoning Code revisions 

to allow Cannabis Product Manufacturing and 

include an additional code section with mandatory 

findings to City Council for consideration on June 

5, 2017
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Cannabis Cultivation (Types 1-5)

Policy Considerations:

 Potential to inflate industrial real estate rents

 Significant energy usage 

 Inconsistent with Climate Action Plan goals

 Minimal job creation

 Public safety concerns

 Impacts to neighboring properties

Staff recommendation:

 Not recommended at this time
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Enforcement / Public Safety Concerns

 Increased usage in public places

 Driving under the influence

 District Attorney’s prosecutorial discretion

 Ongoing challenges associated with unpermitted cultivation sites

 Advertising 

 Access by minors
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Next Steps/ Future Actions

 Monitor state legislation to merge AUMA and MCRSA

 Monitor state rule-making process

 Return to Council with relevant code changes, if so directed 

 Non-medical/ adult use

 Manufacturing/lab testing 
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Questions?

(industry representatives are present tonight)
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