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MEMORANDUM
LAND USE AND TRANSPORTATION COMMITTEE
SAN FRANCISCO BOARD OF SUPERVISORS

Supervisor Mark Farrell, Chair
Land Use and Transportation Committee

: Erica Major, Assistant Clerk, Land Use and Transportation Committee

September 12, 2017

SUBJECT: COMMITTEE REPORT, BOARD MEETING

Tuesday, September 12, 2017

The following file should be presented as a COMMITTEE REPORT at the Board
meeting, Tuesday, September 12, 2017. This item was acted upon at the Committee
Meeting on Monday, September 11, 2017, at 1:30 p.m., by the votes indicated.

ltem No. 39 File No. 170865

Urgency ordinance approving an interim zoning moratorium on the approval of
medical cannabis dispensaries for 45 days, in accordance with California
Government Code Section 65858; affirming the Planning Department’s
determination under the California Environmental Quality Act; and making
findings of consistency with the General Plan and the eight priority policies of
Planning Code Section 101.1.

AMENDED, on Page 3, Lines 13-14, by adding ‘without uniform and
equitable regulations for the granting of those permits.’; on Page 3, Lines
16-19 and on Page 3, Lines 20-25, by striking Section 1(b)(3)(A) and Section
1(b)(3)(B); re-lettering subsections of Section 1(b)(C) as Section 1(b)‘A’,
Section 1(b)(D) as Section 1(b)'B’, Section 1(b)(E) as Section 1(b)'C’,
Section and adding Section 1(b) ‘D’ and ‘E’. The motion carried by the
following vote:

Vote: Supervisor Mark Farrell - Aye
Supervisor Katy Tang - Aye
Supervisor Aaron Peskin - Aye



Land Use and Transportation Committee
Committee Report Memorandum Page 2

AMENDED, on Page 6, Lines 21-22, by adding ‘, except where the proposed
Medical Cannabis Dispensary use has been scheduled for a hearing before
the Planning Commission as of September 11, 2017’ before ‘Section 102’;
and on Page 6, Lines 22-23 by adding ‘In addition’ after ‘2017’; and on Page
6, Line 23, by striking ‘A’ and replacing it with ‘any’. The motion carried by
the following vote:

Vote: Supervisor Mark Farrell - Aye
Supervisor Katy Tang - Aye
Supervisor Aaron Peskin - Aye

AMENDED, on Page 7, Lines 3-6, by adding ‘(b) A proposed Medical
Cannabis Dispensary use that is required to obtain a conditional use
authorization, and for which a final determination on the conditional use
authorization, including the resolution of any appeal, has not yet been
made as of the effective date of this ordinance, is subject to this
ordinance.’”; on Page 7, Line 7, by adding ‘(c) Except as specified in
subsection (b) above’; and on Page 7, Line 7, by striking ‘A’ and replacing it
with ‘a’. The motion carried by the following vote:

Vote: Supervisor Katy Tang - Aye
Supervisor Aaron Peskin - Aye
Supervisor Mark Farrell - No

REFERRED WITHOUT RECOMMENDATION AS AMENDED AS A
COMMITTEE REPORT

Vote: Supervisor Katy Tang - Aye
Supervisor Aaron Peskin - Aye
Supervisor Mark Farrell - Aye

C: Board of Supervisors
Angela Calvillo, Clerk of the Board
Alisa Somera, Legislative Deputy Director
Linda Wong, Assistant Clerk
Jon Givner, Deputy City Attorney
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AMENDED IN COMMITTE.
FILE NO. 170865 9/11/2017

[Zoning - Interim Moratorium on Medical Cannabis Dispensaries]

ORDINANCE NO.

i
{

Urgency ordinance approving an interim zoning moratorium on the approval of medical

cannabis dispensaries for 45 days, in accordance with California Government Code

Section 65858; affirming the Planning Department’s determination Under the California

Environmental Quality Act; and making findings of consistency with the General Plan

and the eight priority policies of Planning Code Section 101.1.

NOTE: This ordinance requires a four-fifths vote of the Board of Supervisors for

passage.

NOTE: Unchanged Code text and uncodified text are in plain Arial font.
Additions to Codes are in sznzle underlme zz‘alzcs Times New Roman font.

Deletions to Codes are in

Board amendment additions are in double underhned Arial font.

Board amendment deletions are in

Hont.

Asterisks (* * * *)indicate the omission of unchanged Code

subsections or parts of tables.

Be it ordained by the People of the City and County of San Francisco:

Section 1. Findings.

(a) General Findings.

(1) In 2005, the City enacted the Medical Cannabis Act, Article 33 of the Health

Code, authorizing the permitting and operation of medical cannabis dispensaries (‘“MCDs”) in

the City and County of San Francisco (the “City”).

(2) Currently, the only businesses that lawfully may engage in the cultivation or

distribution of cannabis in the City are MCDs that are licensed pursuant to the Medical

Cannabis Act.

Supervisor Cohen -
BOARD OF SUPERVISORS
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(3) In 2015, the Legislature enacted three bills - AB 243, AB 266, and SB 643 -
that collectively establish a comprehensive state licensing system for commercial activities

relating to medical cannabis.

(4) In November 2016, California voters approved Proposition 64, which, 'among;

H
H

other things, establishes a comprehensive state licensing system for commercial activities

relating to non-medical (or “adult use”) cannabis. i
(5) On November 9, 2016, the Mayor issued Executive Directive 16-05, %
“Implementing Prop 64: Adult Use of Marijuana Act,” directing the Department of Public Health%
and the Planning Department, in consultation with other departments, to move forward with |
legislation for the Board of Supervisors’ consideration that would address land use, licensing,
safety, and youth access issues related to adult use cannabis under Proposition 64. Pursuant
to that Executive Directive, the City is working towards the development and introduction of
comprehensive legislation that will establish permits for a broad range of cannabis
businesses, and that will identify where, and under what conditions, they may operate.

(6) The City enacted an ordinance, contained in Board of Supervisors File No.
170275, to create an Office of Cannabis that will be charged with overseeing the permitting of
commercial cannabis businesses in the City.

(7) As of July 2017, there were approximately 46 MCDs operating in the City,
and 16 applications for MCD permits under reviewl by the Planning Department.

(8) Since thé passage of Proposition 64, the City has received 9 applications for
permits-to operate MCDs, which reflects an increase in the rate of application in previous
years.

1
I
I/
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(b) Findings Directly Related to Imposition of an Interim Moratorium. |

(1 California Government Code Section 65858 provides that local jurisdictions, z

to protect the public safety, health, and welfare, may adopt aé an urgency measure an interim 3

ordinance prohibiting any uses that may be in conflict with a contemplated zoning proposal.

(2) The interim zoning moratorium provided for in this ordinance is intended to

address and ameliorate the problems associated with the proliferation of MCDs in the City,
and to address the potential diéplacement of other types of retail outlets caused by this

H

proliferation,‘at a time when the cannabis industry is expanding rapidly and the state and local
regulatory landscape is changing. The problems to be addressed include the land use '
impacts of MCDs that may seek to convert to adult use cannabis retail outlets, inappropriate ’
zoning for MCDs, and over-concentration of MCDs in certain areas of the City, all occurring in
the absence of a comprehensive system for the regulation of adult use cannabis businesses.

(3) There is an immediate threat to the public health, safety, and welfare caused|

by the continued issuance of MCD permits_ without uniform and equitable regulations for the

granting of those permits.

Supervisor Cohen
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-will be ultimately adopted.

(GA) Due to the City’s current zoning limitations, MCDs tend to be
clustered in a limited number of areas, such as Supervisorial Districts 3 and 6, concentrating
and heightening the adverse land use impacts in those areas, and creating the potential for
dramatic and adverse changes in neighborhood character and composition.

(BB) Since the passage of Proposition 64, there has been an increase in

the number and rate of applications for MCD permits in San Francisco. This increase is
driven in part by the desire of prospective MCD operators to establish MCDs under the City’s
current MCD controls, in order to convert those MCDs to non-medical cannabis retail
establishments once state and local licenses for such businesses are available. However, the
City has not yet established laws or policies regarding the potential conversion of MCDs to
non-medical cannabis retail outléts, and has not yet evaluated the potential land use impacts
of non-medical cannabis retail establishments compared to the land use impacts of MCDs. In
addition, the City currently has no comprehensive system for the regulation of non-medical |
cannabis licensing or sales. The proliferation of MCDs in the absence of such comprehensive
controls may ultimately result in cannabis retail establishments that create negative land use
and other impacts, including impacts on neighborhood character, traffic, and safety, and that |

are inconsistent with City zoning and other regulations for adult use cannabis businesses that |

(EC) ltis in the best interest of City residents for the City to establish a
healthy balance of MCDs and non-medical cannabis retail outlets.

(D) The Director of the Office of Cannabis, in consultation with the San
Francisco Human Rights Commission, is currently preparing a report analyzing disparities in
the cannabis industry based on race, income, economic status, gender, disability, sexual
orientation, gender identity, and HIV/AIDS status. This regort, which will include

recommendations about how the City can foster equitable access to participation in the

Supervisor Cohen
BOARD OF SUPERVISORS Page 4




o W oo ~N o g H w hp-

NN NN D N2 A A A A s A aA a
g DA W N A O © N WD -

cannabis industry, must be completed by no later than November 1, 2017. The issuance of |
additional MCD permits before this report is completed could undermine the City’s plan to

create an equitable and comprehensive approach to the requlation of cannabis-related

business establishments.

(E) The City is considering different possible approaches to permitting

MCDs as well as non-medical cannabis retailers, and may wish to consider various factors in

the application process, such as whether a permit applicant lives in a ZIP code or other

defined area that has been disproportionately impacted by discriminatory drug policies. The é
issuance of additional MCD permits while the City is developing its permitting system could
undermine the City’s plan to create an equitable and comprehensive approach to the
regulation of cannabis-related business establishments.

(4) The Board of Su’pervisors has considered the impact on the public health,
safety, peace, and general welfare if the moratorium proposed herein is not imposed.

(6) The Board of Supervisors has determined that the public interest will be besti
served by the imposition of this moratorium at this time, to ensure that the legislative scheme |
that ultimately may be adopted for adult use cannabis businesses and MCDs is not
undermined during the planning and legislative process for permanent controls, which process
shall be completed within a reasonable time in light of the complexity of regulation in this area.

(6) A moratorium on the approval of new MCDs will provide the Board of
Supervisors the time to consider the adoption of ordinances that will regulate the location and
operation of MCDs and non-medical cannabis retail outlets, while still allowing for the

operation of legally permitted MCDs, to ensure that qualified patients and their caregivers

have access to medical cannabis, and to safeguard the public health, safety, and welfare.

I
1

Supervisor Cohen
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(c) Planning Code Section 101.1 Findings.

This interim moratorium advances and is consistent with Priority Policy 1 of Planning
Code Section 101.1 in that the ordinance attempts to preserve and enhance existing |
neighborhood-serving retail uses and opportunities for resident employment in and ownership
of such businesses; advances and is consistent with Priority Policy 2 in that the ordinance
attempts to conserve existing neighborhood character in order to preserve the cultural and
economic diversity of the City’s neighborhoods; and advances and is consistent with Priority
Policy 4 in that the ordinance will prevent new impacts related to traffic, transit, and parking
caused by MCDs.

As to Priority Policies 3, 5, 6, 7, and 8 of Planning Code Section 101.1, the interim
zoning moratorium would not, at this time, have an effect upon these policies, and thus, will

not conflict with them.

(d) Environmental Findings.

The Planning Department has determined that the actions contemplated in this
ordinance comply with the California Environmental Quality Act (California Public Resources
Code Sections 21000 et seq.). Said determination is on file with the Clerk of fhe Board of

Supervisors in File No. 170865 and is incorporated herein by reference. The Board affirms

this determination.

Section 2. The following interim zoning moratorium shall be adopted as an Urgency

Ordinance:

(a) Neither the Planning Department nor the Planning Commission shall issue an
approval or authorization for any Medical Cannabis Dispensary use, as defined in Planning

Code Section 102,_except where the proposed Medical Cannabis Dispensary use has been

Supervisor Cohen
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ordinance.

scheduled for a mandatory discretiona ‘ review hearing before the Planning Commission as
of September 11, 2017.
(b) A proposed Medical Cannabis Dispensary use that is required {o obtain a

conditional use authorization, and for which a final determination on the conditional use

authorization, including the resolution of any appeal, has not yet been made as of the effective
date of this ordinance, is subject to this ordinance.
(c) Except as specified in subsection (b) above, Aany project that, as of the effective

date of this ordinance, has received approval or authorization from the Planning Department ‘

or the Planning Commission for use as a Medical Cannabis Dispensary, is not subject to this

(bd) This interim zoning moratorium shall remain in effect for 45 days, unless (1) g
extended in accordance with California Government Code Section 65858 or (2) permanent

controls are adopted to address the proliferation of Medical Cannabis Dispensaries and the

regulation of non-medical cannabis retail outlets, whichever comes first.

(ee) Due to the urgency of establishing this interim zoning moratorium and
notwithstanding the requirements of Planning Code Section 306.7(g), the Board of
Supervisors finds that the standard public notice for Board of Supervisors hearings is

adequate to inform the public of any hearing(s) on this ordinance.

Section 3. Within 25 days of the Board’s adoption of this ordinance, the Planning
Department shall submit to the Clerk of the Board of Supervisors a written report describing
the measures taken to alleviate the conditions that led to the adoption of the ordinance. Upon
receipt of the repoﬁ, the Clerk shall calendar a motion for the full Board of Supervisors to
consider and approve said report. Said hearing and action taken thereon shall occur no later

than 35 days after this ordinance is effective.

Supervisor Cohen
BOARD OF SUPERVISORS Page 7
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Section 4. Effective Date. This ordinance shall become effective immediately upon
enactment. Enactment occurs when the Mayor signs the ordinance, the Mayor returns the
ordinance unsigned or does not sign the ordinance within ten days of receiving it, or the Board

of Supervisors overrides the Mayor’s veto of the ordinance by a 4/5ths vote.

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

/// s 49)#" ;o ! (:) o
By: /0 oy Al
VICTORIAWONG ,/
Deputy City Attorndy ~ /
(‘4//

n:\legana\as2017\1800017\0121 9476.doox
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FILE NO. 170865

LEGISLATIVE DIGEST

[Zoning - Interim Moratorium on Medical Cannabis Dispensaries]

Urgency ordinance approving an interim zoning moratorium on the approval of medical
cannabis dispensaries for 45 days, in accordance with California Government Code
Section 65858; affirming the Planning Department’s determination under the California
Environmental Quality Act; and making findings of consistency with the General Plan
and the eight priority policies of Planning Code Section 101.1.

Existing Law

Article 33 of the Health Code authorizes the permitting and operation of medical cannabis
dispensaries (“MCDs") in the City and County of San Francisco. All applications for MCD
permits must be referred to and approved by the Planning Department prior to the issuance of
an MCD permit to ensure that the project complies with the Planning Code. The review
process for MCDs varies depending on the district in which the project is located: some
projects require a mandatory discretionary review while other projects require a conditional
use permit. Currently, there is no ban on the approval of MCD applications by the Planning
Department or Planning Commission.

California Government Code Section 65858 (“Section 65858”) authorizes and establishes
procedures for a local government to impose an interim zoning moratorium. An interim
moratorium takes the form of an urgency ordinance, has only one reading of the Board of
Supervisors, requires a 4/5ths vote of the Board of Supervisors for approval, and is effective
under the same terms as a Board of Supervisors resolution. '

Amendments to Current Law

Pursuant to Section 65858, the proposed ordinance would temporarily prohibit the City from
approving or authorizing any medical cannabis dispensary use, except for those MCDs that
have a mandatory discretionary review hearing scheduled before the Planning Commission as
of September 11, 2017. MCDs that are required to obtain a conditional use authorization, and
for which a final determination on the conditional use authorization, including the resolution of
any appeal, has not been made as of the effective date of the ordinance, are subject to the
moratorium. Other MCDs that have been approved by the Planning Department or the
Planning Commission as of the effective date of the ordinance are not subject to the
moratorium. This interim zoning moratorium would remain in effect for 45 days unless (1)
extended in accordance with Section 65858 or (2) permanent controls are adopted to address
the proliferation of MCDs and the regulation of non-medical cannabis outlets.

BOARD OF SUPERVISORS Page 1



FILE NO. 170865

The proposed ordinance also adopts findings relating to the threat to public health, safety, and
welfare that is presented by the continued approval of MCD applications, and affirms the
"Planning Department’s determination under the California Environmental Quality Act. The
ordinance requires the Planning Department to prepare a report describing the measures
taken to alleviate the conditions that led to the adoption of the moratorium and the Clerk to
schedule a hearing on the Department’s report.

Background Information

In 2005, the City enacted the Medical Cannabis Act, Article 33 of the Health Code, authorizing
the permitting and operation of MCDs in the City and County of San Francisco. Currently, the
only businesses that lawfully may engage in the cultivation or distribution of cannabis in the
City are MCDs that are licensed pursuant to the Medical Cannabis Act.

In November 2016, California voters approved Proposition 64, which, among other things,
establishes a comprehensive state licensing system for commercial activities relating to non-
medical (or “adult use”) cannabis. Immediately following the passage of Proposition 64, the
Mayor issued Executive Directive 16-05, “Implementing Prop 64: Adult Use of Marijuana Act,”
directing the Department of Public Health and the Planning Department, in consultation with
other departments, to move forward with legislation for the Board of Supervisors’
consideration that would address land use, licensing, safety, and youth access issues related
to adult use cannabis under Proposition 64. Pursuant to that Executive Directive, the City is
working towards the development and introduction of comprehensive legislation that will
establish permits for a broad range of cannabis businesses, and that will identify where, and
under what conditions, they may operate.

As of July 2017, there were approximately 46 MCDs operating in the City, and 16 applications
for MCD permits under review by the Planning Department.

n:\legana\as2017\1800017\01219777 .docx
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City Hall
1 Dr. Carlton B. Goodlett Place, Room 244

BOARD of SUPERVISORS San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227
August 1, 2017
File No. 170865
Lisa Gibson

Acting Environmental Review Officer
Planning Department

1650 Mission Street, Ste. 400

San Francisco, CA 94103

Dear Ms. Gibson:
On July 25, 2017, Supervisor Cohen introduced the following proposed legislation:
File No. 170865
Urgency ordinance approving an interim zoning moratorium on the
approval of medical cannabis dispensaries for 45 days, in accordance with
California Government Code, Section 65858; affirming the Planning
Department’s determination under the California Environmental Quality
Act; and making findings of consistency with the General Plan, and the
eight priority policies of Planning Code, Section 101.1.
This legislation is being transmitted to you for environmental review.
Angela Calvillo, Clerk of the Board
By: Erica Major, Assistant Clerk

Land Use and Transportation Committee

Attachment

Not defined as a project under CEQA Guidelines |

c:  Joy Navarrete, Environmental Planning  |sections 15378 and 15060(c)(2) because it does
Laura Lynch, Environmental Planning not result in a physical change in the

environment.

[REVIEWED | ]
7

By Joy Navarrete at 8:16 pm, Aug 04, 201




CiTY AND COUNTY OF SAN FRANCISCO
EDWIN M. LEE, MAYOR

L OFFICE OF SMALL BUSINESS
SAN FRANCISCO REGINA DICK-ENDRIZzzI, DIREGTOR

OFFICE OF SMALL BUSINESS

August 22, 2017

Ms. Angela Calvillo, Clerk of the Board
City Hall Room 244

1 Dr. Carlton B. Goodlett Place

San Francisco, CA 94102-4689

RE: BOS File No. 170865 [Zoning - Interim Moratorium on Medical Cannabis Dispensaries]

Small Business Commission Recommendation to the Board of Supervisors: Approval, with one (1)
condition

Dear Ms. Calvillo,

On August 14, 2017, the Small Business Commission (SBC) voted (6-0, 1 absent) to recommend that the
Board of Supervisors approve BOS File No. 170865, with one condition:

1. Applicants already on the Planning Commission calendar prior to the effective date of the
moratorium should be allowed to complete the application process.

As of August 8, there were 27 applications under review and 39 Medical Cannabis Dispensaries (MCDs)
in operation. If all 27 applications were approved, the number of MCDs in San Francisco would increase
by nearly 70%. The City is currently developing a regulatory system for commercial cannabis sales (adult
use and medicinal), and draft ordinances are to be completed by September 1, 2017. The future of MCDs
under a new regulatory system, including whether the MCD program would continue in its current form
or whether existing MCDs would be allowed to transition from a non-profit to for-profit model, has not
yet been determined. In light of this, the Commission supports the intent of this legislation to pause new
MCD approvals while the City develops a comprehensive regulatory system for the cannabis industry.

However, the Commission is also sensitive to the time and cost that applicants invest to obtain MCD land
use approval. If an applicant has completed the prerequisites to be scheduled for a hearing at the Planning
Commission, the SBC believes the hearing should occur as scheduled.

The Commission respectfully requests that you approve this legislation with the condition listed above.

Thank you for considering the Small Business Commission’s comments. Please feel free to contact me
should you have any questions.

OFFICE OF SMALL BUSINESS e SMALL BUSINESS COMMISSION
1 DR. CARLTON B. GOODLETT PLACE, ROCM 110, SAN FRANCISCO, CALIFORNIA 94102-4681
(415) 554-6408



Sincerely,

ol %

Regina Dick-Endrizzi
Director, Office of Small Business

cc: Malia Cohen, Board of Supervisors
John Rahaim, Planning Department
Aaron Starr, Planning Department
Mawuli Tugbenyoh, Mayor’s Office
Francis Tsang, Mayor’s Office /
Lisa Pagan, Office of Economic and Workforce Development
Erica Major, Land Use & Transportation Committee

OFFICE OF SMALL BUSINESS @ SMALL BUSINESS COMMISSION
2



OFFICE OF THE MAYOR
SAN FRANCISCO

EDWIN M. LEE
MAYOR

Executive Directive 16-05
Implementing Prop 64: Adult Use of Marijuana Act
November 9, 2016

With the successful passage of California Proposition 64, the Adult Use of Marijuana Act, the
City of San Francisco must now implement a wide array of new laws and permitting processes to
allow for the commercial cultivation, manufacture, and distribution of non-medical cannabis
products.

Proposition 64 gives cities as much as one year to put regulatory structures in place, since the
Proposition mandates that the first State permits for cotnmercial cannabis sales be issued no later
than January 2018. Despite this long lead-time, [ want our City to get to work immediately to
pass the best laws and regulation we can, As such, I am directing the Directors of Planning and
Public Health to lead the complex process of drafting all the legislation required to fully and
responsibly implement Prop 64.

Thanks to the San Francisco Cannabis State Legalization Task Force, much of this policy
brainstorming is well underway, The Task Force has spent months investigating the impacts of
decriminalization, specifically regarding public safety, public consumption, youth access, land
use, social justice, workforce development, and tourism. I appreciate the Task Force’s efforts to
date, and [ look forward to close collaboration between its members and my department heads in
the months to come, especially on the complex issues related to land use, public consumptlon
and inferactions with our existing rules for medical cannabis.

In order to ensure a smooth transition and de-criminalization of personal possession, as provided
for in the Proposition, I am issuing the following Executive Directive:

¢ The Department of Publie Health shall issue a “What Now?” factsheet to inform the public of
existing laws governing the sale and use of cannabis products. For example, where i it
currently legal to consume cannabis now that Proposition 64 has passed?

s The Office of Economic & Workforce Development shall draft interim control legislation
restricting cannabis cultivation from entering existing industrial buildings until the full
impact of this emerging industry is better understood.

» The Director of Planning and the Director of Public Health, in consultation with other
relevant department heads, shall draft ordinances for the Board of Supervisors® consideration
that address aspects of the Proposition that include but are not limited to:

1) Land Use: where will cultivation, manufacturing, and sales of cannabis be allowed
and disallowed, and under what conditions?

2) Local Licensing: How should the City’s local licensing process be structured?

3) Safety: should the City change any laws regarding where or how cannabis may be
consumed in public places?

4) Youth Access: how can the City prevent diversion and sales to under-age youth?

1 DR, CARLTON B. GOODLETT PLAGE, RoOM 200
SAN FRANCISCO, CALIFORNIA 94102-4681
TELEPHONE: (415) 554-6141



o In crafiing ordinances to address the above policy areas, the Directors of Planning and Public
Health shall:

1) Consult with other department heads and outside experts as necessary. Specific input
from QOEWD, SFPD, and SFUSD will be necessary.

2) Survey other states and cities that have legalized non-medical cannabis, and
incorporate best practices for land use controls, public safety and preventing
diversion.

3) Coordinate with the San Francisco Cannabis State Legalization Task Force.

4) Consider the impact of changes to the medical cannabis regulatory structure that are
currently pending at the State level.

5) Provide draft ordinances to the Mayor and Board of Supervisors no later than
September 1, 2017.

» The Mayor’s Budget Director shall consult with the Controller, Treasurer & Tax Collector,
and other stakeholders to propose taxation and permitting fees related to the production and
distribution of cannabis products, In completing this task, staff shall consult with other
American jurisdictions that allow for non-medical cannabis use to survey their taxation and
fee methods.

» The Department of Public Health shall develop a public awareness campaign about the health
impacts of using cannabis, with a particular focus on youth and on impaired driving.

» The Office of Economic & Workforce Development shall explore state funding opportunities
generated from the passage of Proposition 64 for the development of new workforce and
entrepreneurship training programs.

» [ am aware that Supervisor Malia Cohen is interested in crafting legislation to address the
social justice component of decriminalization. The War on Drugs has disproportionately
impacted African American and Latino people, so special attention should be paid to records
expungement opportunities and economic equity. I am directing relevant department heads to
assist Supervisor Cohen in the creation of this legislation.

This Executive Directive will take effect immediately and will remain in place until rescinded by
future written communication.

Edwin M.(L
Mayor, City’& County of San Francisco
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August 22,2017

The Honorable London Breed, President
San Francisco Board of Supervisors

1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102

Rich Hillis, President

San Francisco Planning Commission
1650 Mission Street, #400

San Francisco, CA 94103

Dear President Breed and President Hillis:
I'hope this letter finds you well. Thank you for your public service to our city.

I write to express my concern about the proposed moratorium on cannabis dispensaries under
consideration by the Board of Supervisors. I write, as well, out of concern about the request to
delay decision on cannabis permit applications until after the Board has voted on the proposed
cannabis moratotium.

As we approach statewide legalization of adult use of cannabis, we are working hard to create a
workable statewide regulatory system. San Francisco’s adoption of a citywide moratorium on
cannabis dispensaries - in addition to shutting down existing permit applications - will send a
terrible message statewide and undermine our efforts in the Legislature. San Francisco can adopt
smart regulation of cannabis without enacting a moratorium.

San Francisco has long been a leader on medical cannabis, and enactment of a San Francisco
moratorium on cannabis dispensaries would be an abdication of this leadership. As a pioneer in
the medical cannabis movement, our residents, including those living with HIV, were some of
the earliest beneficiaries of thoughtful and progressive medical cannabis policies. Our leadership
has continued for decades, but if San Francisco places a ban - even a temporary one - on medical
cannabis dispensaries, other communities that are far more averse to cannabis will follow our
lead, thus undermining the progress we have made. Instead of placing a moratorium on cannabis
dispensaries, I hope the Board will focus on strengthening cannabis regulations.
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In addition, it has been suggested that the Planning Commission cease making rulings on
cannabis-related decisions until after the Board of Supervisors votes on the moratorium
legislation. This, too, would be a mistake. The Planning Commission should continue its role of
making decisions on items that come before it during its normal course of business, rather than
wait for proposed legislation to possibly move forward.

Thank you for your consideration.

Sincerely,

ot Wienrer

Scott Wiener
Senator

CC:

Sandra Lee Fewer, District 1 Supervisor
Mark Farrell, District 2 Supervisor

Aaron Peskin, District 3 Supervisor

Katy Tang, District 4 Supervisor

. Jane Kim, District 6 Supervisor

Norman Yee, District 7 Supervisor

- Jeff Sheehy, District 8 Supervisor

Hillary Ronen, District 9 Supervisor

Malia Cohen, District 10 Supervisor

Ahsha Safai, District 11 Supervisor

John Rahaim, Planning Department Director
Dennis Richards, Planning Commission Vice-President
Rodney Fong, Planning Commissioner
Christine Johnson, Planning Commissioner
Joel Koppel, Planning Commissioner
Myrna Melgar, Planning Commissioner
Kathrin Moore, Planning Commissioner
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Section 65858

65858. (a) Without following the procedures otherwise required prior to the adoption
of a zoning ordinance, the legislative body of a county, city, including a charter city,
or city and county, to protect the public safety, health, and welfare, may adopt as an
urgency measure an interim ordinance prohibiting any uses that may be in conflict
with a contemplated general plan, specific plan, or zoning proposal that the legislative
body, planning commission or the planning department is considering or studying or
intends to study within a reasonable time. That urgency measure shall require a
four-fifths vote of the legislative body for adoption. The interim ordinance shall be
of no further force and effect 45 days from its date of adoption. After notice pursuant
to Section 65090 and public hearing, the legislative body may extend the interim
ordinance for 10 months and 15 days and subsequently extend the interim ordinance
for one year. Any extension shall also require a four-fifths vote for adoption. Not
more than two extensions may be adopted. ’

(b) Alternatively, an interim ordinance may be adopted by a four-fifths vote
following notice pursuant to Section 65090 and public hearing, in which case it shall
be of no further force and effect 45 days from its date of adoption. After notice pursuant
to Section 65090 and public hearing, the legislative body may by a four-fifths vote
extend the interim ordinance for 22 months and 15 days.

(¢) The legislative body shall not adopt or extend any interim ordinance pursuant
to this section unless the ordinance contains legislative findings that there is a current
and immediate threat to the public health, safety, or welfare, and that the approval of
additional subdivisions, use permits, variances, building permits, or any other
applicable entitlement for use which is required in order to comply with a zoning
ordinance would result in that threat to public health, safety, or welfare. In addition,
any interim ordinance adopted pursuant to this section that has the effect of denying
approvals needed for the development of projects with a significant component of
multifamily housing may not be extended except upon written findings adopted by
the legislative body, supported by substantial evidence on the record, that all of the
following conditions exist:

(1) The continued approval of the development of multifamily housing projects
would have a specific, adverse impact upon the public health or safety. As used in
this paragraph, a “specific, adverse impact” means a significant, quantifiable, direct,
and unavoidable impact, based on objective, identified written public health or safety
standards, policies, or conditions as they existed on the date that the ordinance is
adopted by the legislative body.



(2) The interim ordinance is necessary to mitigate or avoid the specific, adverse
impact identified pursuant to paragraph (1).

(3) There is no feasible alternative to satisfactorily mitigate or avoid the specific,
adverse impact identified pursuant to paragraph (1) as well or better, with a less
burdensome or restrictive effect, than the adoption of the proposed interim ordinance.

(d) Ten days prior to the expiration of that interim ordinance or any extension, the
legislative body shall issue a written report describing the measures taken to alleviate
the condition which led to the adoption of the ordinance.

(¢) When an interim ordinance has been adopted, every subsequent ordinance
adopted pursuant to this section, covering the whole or a part of the same property,
shall automatically terminate and be of no further force or effect upon the termination
of the first interim ordinance or any extension of the ordinance as provided in this
section.

(f) Notwithstanding subdivision (e), upon termination of a prior interim ordinance,
the legislative body may adopt another interim ordinance pursuant to this section
provided that the new interim ordinance is adopted to protect the public safety, health,
and welfare from an event, occurrence, or set of circumstances different from the
event, occurrence, or set of circumstances that led to the adoption of the prior interim
ordinance.

(g) For purposes of this section, “development of multifamily housing projects”
does not include the demolition, conversion, redevelopment, or rehabilitation of
multifamily housing that is affordable to lower income households, as defined in
Section 50079.5 of the Health and Safety Code, or that will result in an increase in
the price or reduction of the number of affordable units in a multifamily housing
project.

(h) For purposes of this section, “projects with a significant component of
multifamily housing” means projects in which multifamily housing consists of at least
one-third of the total square footage of the project.

(Amended by Stats. 2001, Ch. 939, Sec. 1. Effective January 1, 2002.)
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Assembly Bill No. 243

CHAPTER 688

An act to add Article 6 (commencing with Section 19331), Article 13
(commencing with Section 19350), and Article 17 (commencing with Section
19360) to Chapter 3.5 of Division 8 of the Business and Professions Code,
to add Section 12029 to the Fish and Game Code, to add Sections 11362.769
and 11362.777 to the Health and Safety Code, and to add Section 13276 to
the Water Code, relating to medical marijuana, and making an appropriation
therefor.

[Approved by Governor October 9, 2015, Filed with
Secretary of State October 9, 2015.]

LEGISLATIVE COUNSEL’S DIGEST

"AB 243, Wood. Medical marijuana, ,

Existing law, the Compassionate Use Act of 1996, an initiative measure
enacted by the approval of Proposition 215 at the November 5, 1996,
statewide general election, authorizes the use of marijuana for medical
purposes. Existing law enacted by the Legislature requires the establishment
of a program for the issuance of identification cards to qualified patients so
that they may lawfully use marijuana for medical purposes, and requires
the establishiment of guidelines for the lawful cultivation of marijuana grown
for medical use. Existing law provides for the licensure of various
professions by boards or bureaus within the Department of Consumer Affairs.
Existing law, the Sherman Food, Drug, and Cosmetic Law, provides for the
regulation of food, drugs, devices, and cosmetics, as specified. A violation
of that law is a crime.

This bill would require the Department of Food and Agriculture, the
Department of Pesticide Regulation, the State Department of Public Health,
the Department of Fish and Wildlife, and the State Water Resources Control
Board to promulgate regulations or standards relating to medical marijuana
and its cultivation, as specified. The bill would also require various state
agencies to take specified actions to mitigate the impact that marijuana
cultivation has on the environment. By requiring cities, counties, and their
local law enforcement agencies to coordinate with state agencies to enforce
laws addressing the environmental impacts of medical marijuana cultivation,
and by including medical marijuana within the Sherman Act, the bill would
impose a state-mandated local program.

This bill would require a state licensing authority to charge each licensee
under the act a licensure and renewal fee, as applicable, and would further
require the deposit of those collected fees into an account specific to that
licensing authority in the Medical Marijuana Regulation and Safety Act
Fund, which this bill would establish. This bill would impose certain fines
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and civil penalties for specified violations of the Medical Marijuana
‘Regulation and Safety Act, and would require moneys collected as a result
of these fines and civil penalties to be deposited into the Medical Cannabis
Fines and Penalties Account, which this bill would establish within the fund.
Moneys in the fund and each account of the fund would be available upon
appropriation of the Legislature.

This bill would authorize the Director of Finance to provide an initial
operating loan from the General Fund to the Medical Marijuana Regulation
and Safety Act Fund of up to $10,000,000, and would appropriate
$10,000,000 from the Medical Marijuana Regulation and Safety Act Fund
to the Department of Consumer Affairs to begin the activities of the bureau.

This bill would provide that its provisions are severable.

The California Constitution requires the state to reimburse local agencies
and school districts for certain costs mandated by the state. Statutory
provisions establish procedures for making that reimbursement.

This bill would provide that with regard to certain mandates no
reimbursement is required by this act for a specified reason.

With regard to any other mandates, this bill would provide that, if the
Commission on State Mandates determines that the bill contains costs so
mandated by the state, reimbursement for those costs shall be made pursuant
to the statutory provisions noted above.

This bill would become operative only if AB 266 and SB 643 of the
2015-16 Regular Session are enacted and take effect on or before January
1, 2016. :

Appropriation: yes.

The people of the State of California do enact as follows:

SECTION 1. Article 6 (commencing with Section 19331) is added to
Chapter 3.5 of Division 8§ of the Business and Professions Code, to read:

Article 6. Licensed Cultivation Sites

19331, The Legislature finds and declares all of the following:

(a) The United States Environmental Protection Agency has not
established appropriate pesticide tolerances for, or permitted the registration
and lawful use of, pesticides on cannabis crops intended for human
consumption pursuant to the Federal Insecticide, Fungicide, and Rodenticide

“Act (7U.S.C. 136 et seq.).

(b) The use of pesticides is not adequately regulated due to the omissions
in federal law, and cannabis cultivated in California for California patients
can and often does contain pesticide residues.

(¢) Lawful California medical cannabis growers and caregivers urge the
Department of Pesticide Regulation to provide guidance, in absence of
federal guidance, on whether the pesticides currently used at most cannabis
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cultivation sites are actually safe for use on cannabis intended for human
consumption. .

19332. (a) The Department of Food and Agriculture shall promulgate
regulations governing the licensing of indoor and outdoor cultivation sites.

(b) The Department of Pesticide Regulation, in consultation with the
Department of Food and Agriculture, shall develop standards for the use of
pesticides in cultivation, and maximum tolerances for pesticides and other
foreign object residue in harvested cannabis.

(¢) The State Department of Public Health shall develop standards for
the production and labeling of all edible medical cannabis products.

(d) The Department of Food and Agriculture, in consultation with the
Department of Fish and Wildlife and the State Water Resources Control
Board, shall ensure that individual and cumulative effects of water diversion
and discharge associated with cultivation do not affect the instream flows
" needed for fish spawning, migration, and rearing, and the flows needed to

maintain natural flow variability. :

(e) The Department of Food and Agriculture shall have the authority
necessary for the implementation of the regulations it adopts pursuant to
this chapter. The regulations shall do all of the following:

(1) Provide that weighing or measuring devices used in connection with
the sale or distribution of medical cannabis are required to meet standards
equivalent to Division 5 (commencing with Section 12001).

(2) Require that cannabis cultivation by licensees is conducted in
accordance with state and local laws related to land conversion, grading,
electricity usage, water usage, agricultural discharges, and similar matters.
Nothing in this chapter, and no regulation adopted by the department, shall
be construed to supersede or limit the authority of the State Water Resources
Control Board, regional water quality control boards, or the Department of
Fish and Wildlife to implement and enforce their statutory obligations or
to adopt regulations to protect water quality, water supply, and natural
resources. A

(3) Establish procedures for the issuance and revocation of unique
identifiers for activities associated with a cannabis cultivation license,
pursuant to Article 8 (commencing with Section 19337). All cannabis shall
be labeled with the unique identifier issued by the Department of Food and
Agriculture. :

(4) Prescribe standards, in consultation with the bureau, for the reporting
of information as necessary related to unique identifiers, pursuant to Article
8 (commencing with Section 19337).

(f) The Department of Pesticide Regulation, in consultation with the
State Water Resources Control Board, shall promulgate regulations that
require that the application of pesticides or other pest control in connection
with the indoor or outdoor cultivation of medical cannabis meets standards
equivalent to Division 6 (commencing with Section 11401) of the Food and
Agricultural Code and its implementing regulations.

(g) State cultivator license types issued by the Department of Food and
Agriculture include:
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(1) Type 1, or “specialty outdoor,” for outdoor cultivation using no
artificial lighting of less than or equal to 5,000 square feet of total canopy
size on one premises, or up to 50 mature plants on noncontiguous plots.

(2) Type 1A, or “specialty indoor,” for indoor cultivation using
exclusively art1ﬁc1a1 lighting of less than or equal to 5,000 square feet of

total canopy size on one premises.

(3) Type 1B, or “specialty mixed-light,” for cultivation using a
combination of natural and supplemental artificial lighting at a maximum
threshold to be determined by the licensing authority, of less than or equal
to 5,000 square feet of total canopy size on one premises.

(4) Type 2, or “small outdoor,” for outdoor cultivation using no artificial
lighting between 5,001 and 10,000 square feet, inclusive, of total canopy
size on one premises.

(5) Type 2A, or “small indoor,” for indoor cultivation using exclusively

artificial lighting between 5,001 and 10,000 square feet, inclusive, of total
canopy size on one premises,

(6) Type 2B, or “small mixed-light,” for cultivation using a combination
of natural and supplemental artificial lighting at a2 maximum threshold to
be determined by the licensing authority, between 5,001 and 10,000 square
feet, inclusive, of total canopy size on one premises.

(7) Type 3, or “outdoor,” for outdoor cultivation using no artificial
lighting from 10,001 square feet to one acre, inclusive, of total canopy size
on one premises. The Department of Food and Agriculture shall limit the
number of licenses allowed of this type.

(8) Type3A, or “indoor,” for indoor cultivation using exclusively artificial
lighting between 10,001 and 22,000 square feet, inclusive, of total canopy
size on one premises. The Department of Food and Agriculture shall limit
the number of licenses allowed of this type.

(9) Type 3B, or “mixed-light,” for cultivation using a combination of
natural and supplemental artificial lighting at a maximum threshold to be
determined by the licensing authority, between 10,001 and 22,000 square
feet, inclusive, of total canopy size on one premises. The Department of
Food and Agriculture shall limit the number of licenses allowed of this type.

(10) Type 4, or “nursery,” for cultivation of medical cannabis solely as
a nursery. Type 4 licensees may transport live plants.

19333, Anemployee engaged in commercial cannabis cultivation activity
shall be subject to Wage Order 4-2001 of the Industrial Welfare Commission.

SEC. 2. Article 13 (commencing with Section 19350).is added to Chapter
3.5 of Division 8 of the Business and Professions Code, to read:

Article 13. Funding

19350, Bach licensing authority shall establish a scale of application,
licensing, and renewal fees, based upon the cost of enforcing this chapter,
as follows:
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(a) Each licensing authority shall charge each licensee a licensure and
renewal fee, as applicable, The licensure and renewal fee shall be calculated .
to cover the costs of administering this chapter. The licensure fee may vary
depending upon the varying costs associated with administering the various
regulatory requirements of this chapter as they relate to the nature and scope
of the different licensure activities, including, but not limited to, the track
and trace program required pursuant to Section 19335, but shall not exceed
the reasonable regulatory costs to the licensing authority.

(b) The total fees assessed pursuant to this chapter shall be set at an
amount that will fairly and proportionately generate sufficient total revenue
to fully cover the total costs of administering this chapter.

(c) Alllicense fees shall be set on a scaled basis by the licensing authority,
dependent on the size of the business.

(d) The licensing authority shall deposit all fees collected in a fee account
specific to that licensing authority, to be established in the Medical Marijuana
Regulation and Safety Act Fund. Moneys in the licensing authority fee
accounts shall be used, upon appropriation of the Legislature, by the
designated licensing authority for the administration of this chapter.

19351. (a) The Medical Marijuana Regulation and Safety Act Fund is
hereby established within the State Treasury. Moneys in the fund shall be
available upon appropriation by the Legislature. Notwithstanding Section
16305.7 of the Government Code, the fund shall include any interest and
dividends earned on the moneys in the fund. ,

(b) (1) Funds for the establishment and support of the regulatory activities
pursuant to this chapter shall be advanced as a General Fund or special fund
loan, and shall be repaid by the initial proceeds from fees collected pursuant
to this chapter or any rule or regulation adopted pursuant to this chapter, by
January 1, 2022, Should the initial proceeds from fees not be sufficient to
repay the loan, moneys from the Medical Cannabis Fines and Penalties
Account shall be made available to the bureau, by appropriation of the
Legislature, to repay the loan.

(2) Funds advanced pursuant to this subdivision shall be appropriated to
the bureau, which shall distribute the moneys to the appropriate licensing
authorities, as necessary to implement the provisions of this chapter.

(3) The Director of Finance may provide an initial operating loan from
the General Fund to the Medical Marijuana Regulation and Safety Act Fund
that does not exceed ten million dollars ($10,000,000).

(c) Except as otherwise provided, all moneys collected pursuant to this
chapter as a result of fines or penalties imposed under this chapter shall be
deposited directly into the Medical Marijuana Fines and Penalties Account,
which is hereby established within the fund, and shall be available, upon
appropriation by the Legislature to the bureau, for the purposes of funding
the enforcement grant program pursuant to subdivision (d).

(d) (1) The bureau shall establish a grant program to allocate moneys
from the Medical Cannabis Fines and Penalties Account to state and local
entities for the following purposes:
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(A) To assist with medical cannabis regulation and the enforcement of
this chapter and other state.and local laws applicable to cannabis activities.

(B) For allocation to state and local agencies and law enforcement to
remedy the environmental impacts of cannabis cultivation.

(2) The costs of the grant program under this subdivision shall, upon
appropriation by the Legislature, be paid for with moneys in the Medical
Cannabis Fines and Penalties Account.

(3) The grant program established by this subdivision shall only be
implemented after the loan specified in this section is repaid.

19352. The sum of ten million dollars ($10,000,000) is hereby
appropriated from the Medical Marijuana Regulation and Safety Act Fund
to the Department of Consumer Affairs to begin the activities of the Bureau
of Medical Marijuana Regulation. Funds appropriated pursuant to this section
shall not include moneys received from fines or penalties.

SEC. 3. Article 17 (commencing with Section 19360) is added to Chapter
3.5 of Division 8 of the Business and Professions Code, to read:

Article 17. Penalties and Violations

19360. (a) A personengaging in cannabis activity without a license and
associated unique identifiers required by this chapter shall be subject to civil
penalties of up to twice the amount of the license fee for each violation, and
the department, state or local authority, or court may order the destruction
of medical cannabis associated with that violation. Each day of operation
shall constitute a separate violation of this section. All civil penalties imposed
and collected pursuant to this section shall be deposited into the Marijuana
Production and Environment Mitigation Fund established pursuant to Section
31013 of the Revenue and Taxation Code.

(b) If an action for civil penalties is brought against a licensee pursuant
to this chapter by the Attorney General, the penalty collected shall be
deposited into the General Fund. If the action is brought by a district attorney
or county counsel, the penalty collected shall be paid to the treasurer of the
county in which the judgment was entered. If the action is brought by a city
attorney or city prosecutor, the penalty collected shall be paid to the treasurer
of the city or city and county in which the judgment was entered. If the
action is brought by a city attorney and is adjudicated in a superior court
located in the unincorporated area or another city in the same county, the
penalty shall be paid one-half to the treasurer of the city in which the
complaining attorney has jurisdiction and one-half to the treasurer of the
county in which the judgment is entered.

(c) Notwithstanding subdivision (), criminal penalties shall continue to
apply to an unlicensed person or entity engaging in cannabis activity in
violation of this chapter, including, but not limited to, those individuals
covered under Section 11362.7 of the Health and Safety Code.

SEC. 4. Section 12029 is added to the Fish and Game Code, to read:

12029. (a) The Legislature finds and declares all of the followmg
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(1) The environmental impacts associated with marijuana cultivation
have increased, and unlawful water diversions for marijuana irrigation have
a detrimental effect on fish and wildlife and their habitat, which are held in
trust by the state for the benefit of the people of the state.

(2) The remediation of existing marijuana cultivation sites is often
complex and the permitting of these sites requires greater department staff
time and personnel expenditures. The potential for marijuana cultivation

-sites to significantly impact the state’s fish and wildlife resources requires
immediate action on the part of the department’s lake and streambed
alteration permitting staff.

_ (b) Inorder to address unlawful water diversions and other violations of

‘the. Fish and Game Code associated with marijuana cultivation, the
department shall establish the watershed enforcement program to facilitate
the investigation, enforcement, and prosecution of these offenses.

(c¢) The department, in coordination with the State Water Resources
Control Board, shall establish a permanent multiagency task force to address
the environmental impacts of marijuana cultivation. The multiagency task
force, to the extent feasible and subject to available Resources, shall expand
its enforcement efforts on a statewide level to ensure the reduction of adverse
impacts of marijuana cultivation on fish and wildlife and their habitats
throughout the state.

(d) In order to facilitate the remediation and permitting of marijuana
cultivation sites, the department shall adopt regulanons to enhance the fees
on any entity subject to Section 1602 for marijuana cultivation sites that
require remediation. The fee schedule established pursuant to this subdivision
shall not exceed the fee limits in Section 1609.

SEC. 5. Section 11362.769 is added to the Health and Safety Code, to
read:

11362.769. Indoor and outdoor medical marijuana cultivation shall be
conducted in accordance with state and local laws related to land conversion,
grading, electricity usage, water usage, water quality, woodland and riparian
habitat protection, agricultural discharges, and similar matters. State
agencies, including, but not limited to, the State Board of Forestry and Fire
Protection, the Department of Fish and Wildlife, the State Water Resources
Control Board, the California regional water quality control boards, and
traditional state law.enforcement agencies shall address environmental
impacts of medical marijuana cultivation and shall coordinate, when
appropriate, with cities and counties and their law enforcement agencies in
enforcement efforts.

SEC. 6. Section 11362.777 is added to the Health and Safety Code, to
read:

11362.777. (a) The Department of Food.andAgrlculture shall estabhsh
a Medical Cannabis Cultivation Program to be administered by the secretary,
except as specified in subdivision (c), shall administer this section as it
pertains to the cultivation of medical marijuana. For purposes of this section
and Chapter 3.5 (commencing with Section 19300) of the Business and
Professions Code, medical cannabis is an agricultural product.
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(b) (1) A person or entity shall not cultivate medical marijuana without
first obtaining both of the following:

(A) A license, permit, or other entitlement, specifically permitting
cultivation pursuant to these provisions, from the city, county, or city and
county in which the cultivation will occur.

(B) A state license issued by the department pursuant to this section.

(2) A person or entity shall not submit an application for a state license
issued by the department pursuant to this section unless that person or entity
has received a license, permit, or other entitlement, specifically permitting
cultivation pursuant to these provisions, from the city, county, or city and
county in which the cultivation will occur.

(3) A person or entity shall not submit an application for a state license
issued by the department pursuant to this section if the proposed cultivation
of marijuana will violate the provisions of any local ordinance or regulation,
or if medical marijuana is prohibited by the city, county, or city and county
in which the cultivation is proposed to occur, either expressly or otherwise
under principles of permissive zoning.

(c) (1) Except as otherwise specified in this subdivision, and without
limiting any other local regulation, a city, county, or city and county, through
its current or future land use regulanons or ordinance, may issue or deny a
permit to cultivate medical marijuana pursuant to this section. A city, county,
or city and county may inspect the intended cultivation site for suitability
prior to issuing a permit. After the city, county, or city and county has
approved a permit, the applicant shall apply for a state medical marijuana
cultivation license from the department. A locally issued cultivation permit
shall only become active upon licensing by the department and receiving
final local approval. A person shall not cultivate medical marijuana prior
to obtaining both a permit from the city, county, or city and county and a
state medical marijuana cultivation license from the department.

(2) A city, county, or city and county that issues or denies conditional
licenses to cultivate medical marijuana pursuant to this section shall notify
the departiment in a mannér prescribed by the secretary.

(3) A city, county, or city and county’s locally issued conditional permit
requirements must be at least as stringent as the department’s state licensing
requ1rements

(4) Ifacity, county, or city and county does not have land use regulations
or ordinances regulating or prohibiting the cultivation of marijuana, either
expressly or otherwise under principles of permissive zoning, or chooses
not to administer a conditional permit program pursuant to this section, then
commencing March 1, 2016, the division shall be the sole licensing authority
for medical marijuana cultivation applicants in that city, county, or city and
county.

(@) (1) The secretary may prescribe, adopt, and enforce regulations
relating to the implementation, administration, and enforcement of this part,
including, but not limited to, applicant requirements, collecnons reporting,
refunds, and appeals.
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(2) The secretary may prescribe, adopt, and enforce any emergency
regulations as necessary to implement this part. Any emergency regulation
prescribed, adopted, or enforced pursuant to this section shall be adopted
in accordance with Chapter 3.5 (commencing with Section 11340) of Part
1 of Division 3 of Title 2 of the Government Code, and, for purposes of that
chapter, including Section 11349.6 of the Government Code, the adoption
of the regulation is an emergency and shall be considered by the Office of
Administrative Law as necessary for the immediate preservation of the
public peace, health and safety, and general welfare.

(3) The secretary may enter into a cooperative agreement with a county

" agricultural commissioner to carry out the provisions of this chapter,
including, but not limited to, administration, investigations, inspections,
licensing and assistance pertaining to the cultivation of medical marijuana.
Compensation under the cooperative agreement shall be paid from
assessments and fees collected and deposited pursuant to this chapter and
shall provide reimbursement to the county agricultural commissioner for
associated costs.

(e) (1) The department, in consultation with, but not limited to, the

" Bureau of Medical Marijuana Regulation, the State Water Resources Control
Board, and the Department of Fish and Wildlife, shall implement a unique
identification program for medical marijuana: In implementing the program,
the department shall consider issues, including, but not limited to, water
use and environmental impacts. In 1mplement1ng the program, the department
shall ensure that:

(A) Individual and cumulative effects of water diversion and discharge
associated with cultivation do not affect the instream flows needed for fish
spawning, migration, and rearing, and the flows needed to mamtam natural
flow variability.

(B) Cultivation will not negatively impact springs, riparian wetlands,
and aquatic habitats.

(2) The department shall establish a program for the identification of
permitted medical marijuana plants at a cultivation site during the cultivation
period. The unique identifier shall be attached at the base of each plant. A
vnique identifier, such as, but not limited to, a zip tie, shall be issued for
each medical marijuana plant.

(A) Unique identifiers will only be issued to those persons appropriately
licensed by this section.

(B) Information associated with the assigned unique identifier and
licensee shall be included in the trace and track program specified in Section
19335 of the Business and Professions Code. '

(C) The department may charge a fee to cover the reasonable costs of
issuing the unique identifier and monitoring, tracking, and inspecting each
medical marijuana plant.

(D) The department may promulgate regulations to implement this
section.
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(3) The department shall take adequate steps to establish protections
against fraudulent unique identifiers and limit illegal diversion of unique
identifiers to unlicensed persons.

(£ (1) A city, county, or city and county that issues or denies licenses
to cultivate medical marijuana pursuant to this section shall notify the
department in a manner prescribed by the secretary.

(2) Unique identifiers and associated identifying information administered
by a city or county shall adhere to the requirements set by the department
and be the equivalent to those administered by the department.

(g) This section does not apply to a qualified patient cultivating marijuana
pursuant to Section 11362.5 if the area he or she uses to cultivate marijuana
does not exceed 100 square feet and he or she cultivates marijuana for his
or her personal medical use and does not sell, distribute, donate, or provide
marijuana to any other person or entity. This section does not apply to a
primary caregiver cultivating marijuana pursuant to Section 11362.5 if the
area he or she uses to cultivate marijuana does not exceed 500 square feet
and he or she cultivates marijuana exclusively for the personal medical use
of no more than five specified qualified patients for whom he or she is the
primary caregiver within the meaning of Section 11362.7 and does not
receive remuneration for these activities, except for compensation provided
in full compliance with subdivision (c) of Section 11362.765. For purposes
of this section, the area used to cultivate marijuana shall be measured by
the aggregate area of vegetative growth of live marijuana plants on the
premises. Exemption from the requirements of this section does not limit
or prevent a city, county, or city and county from regulating or banning the
cultivation, storage, manufacture, transport, provision, or other activity by
the exempt person, or impair the enforcement of that regulation or ban.

SEC. 7. Section 13276 is added to the Water Code, to read:

13276. (a) The multiagency task force, the Department of Fish and
Wildlife and State Water Resources Control Board pilot project to address
the Environmental Impacts of Cannabis Cultivation, assigned to respond to
the damages caused by marijuana cultivation on public and private lands in -
Califomnia, shall continue its enforcement efforts on a permanent basis and
expand them to a statewide level to ensure the reduction of adverse impacts
of marijuana cultivation on water quality and on fish and wildlife throughout
the state.

(b) Each regional board shall, and the State Water Resources Control
Board may, address discharges of waste resulting from medical marijuana
cultivation and associated activities, including by adopting a general permit,
establishing waste discharge requirements, or taking action pursuant to
Section 13269. In addressing these discharges, each regional board shall
include conditions to address items that include, but are not limited to, all
of the following: ,

(1) Site development and maintenance, erosion control, and drainage
features.

(2) Stream crossing installation and maintenance.

(3) Riparian and wetland protection and management.
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(4) Soil disposal.

(5) Water storage and use.

(6) Irrigation runoff.

(7) Fertilizers and soil.

(8) Pesticides and herbicides.

{9) Petroleum products and other chemicals.

(10) Cultivation-related waste.

(11) Refuse and human waste.

(12) Cleanup, restoration, and mitigation.

SEC. 8. The provisions of this act are severable. If any provision of this
act or its application is held invalid, that invalidity shall not affect other
provisions or applications that can be given effect without the invalid
provision or application. '

SEC. 9. No reimbursement is required by this act pursuant to Section 6
of Article XIII B of the California Constitution for certain costs that may
be incurred by a local agency or school district because, in that regard, this
act creates a new crime or infraction, eliminates a crime or infraction, or
changes the penalty for a crime or infraction, within the meaning of Section
17556 of the Government Code, or changes the definition of a crime within
the meaning of Section 6 of Article XIIIB of the California Constitution.

However, if the Commission on State Mandates determines that this act
contains other costs mandated by the state, reimbursement to local agencies
and school districts for those costs shall be made pursuant to Part 7
(commencing with Section 17500) of Division 4 of Title 2 of the Government
Code.

SEC. 10. This measure shall become operative only if both Assembly
Bill 266 and Senate Bill 643 of the 2015-16 Regular Session are enacted
and become operative. ‘
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Assembly Bill No. 266

CHAPTER 689

An act to amend Sections 27 and 101 of, to add Section 205.1 to, and to
add Chapter 3.5 (commencing with Section 19300) to Division 8 of, the
Business and Professions Code, to amend Section 9147.7 of the Government
Code, to amend Section 11362.775 of the Health and Safety Code, to add
Section 147.5 to the Labor Code, and to add Section 31020 to the Revenue
and Taxation Code, relating to medical marijuana.

[Approved by Governor October 9, 2015, Filed with
Secretary of State October 9, 2015.]

LEGISLATIVE COUNSEL’S DIGEST

AB 266, Bonta. Medical marijuana.

(1) Existing law, the Compassionate Use Act of 1996, an initiative
measure enacted by the approval of Proposition 215 at the November 5,
1996, statewide general election, authorizes the use of marijuana for medical
purposes. Existing law enacted by the Legislature requires the establishment
of a program for the issuance of identification cards to qualified patients so
that they may lawfully use marijuana for medical purposes, and requires
the establishment of guidelines for the lawful cultivation of marijuana grown
for medical use. Existing law provides for the licensure of various
professions by boards or bureaus within the Department of Consumer Affairs.
Existing law, the Sherman Food, Drug, and Cosmetic Law, provides for the
regulation of food, drugs, devices, and cosmetics, as specified. A violation
of that law is a crime.

This bill, among other things, would enact the Medical Marijuana
Regulatlon and Safety Act for the licensure and regulation of medical
marijuana and would establish within the Department of Consumer Affairs
the Bureau of Medical Marijuana Regulation, under the supervision and
control of the Director of Consumer Affairs. The bill would require the
director to administer and enforce the provisions of the act.

This bill would also require the Board of Equalization, in consultation
with the Department of Food and Agriculture, to adopt a system for reporting
the movement of commercial cannabis and cannabis products.

This bill would impose certain fines and civil penalties for specified
violations of the act, and would require moneys collected as a result of these
fines and civil penalties to be deposited into the Medical Cannabis Fines
and Penalties Account.

(2) Under existing law, certain persons W1th identification cards, who
associate within the state in order collectively or cooperatively to cultivate
marijuana for medical purposes, are not solely on the basis of that fact
subject to specified state criminal sanctions. :
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This bill would repeal these provisions upon the issuance of licenses by
licensing authorities pursuant to the Medical Marijuana Regulation and
Safety Act, as specified, and would instead provide that actions of licensees
with the relevant local permits, in accordance with the act and applicable
local ordinances, are not offenses subject to arrest, prosecution, or othe
sanction under state law. ‘

(3) This bill would provide that its provisions are severable.

(4) Existing constitutional provisions require that a statute that limits the
right of access to the meetings of public bodies or the writings of public
officials and agencies be adopted with findings demonstrating the interest
protected by the limitation and the need for protecting that interest.

This bill would make legislative findings to that effect.

(5) The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state. Statutory
provisions establish procedures for making that reimbursement.

This bill would provide that, if the Commission on State Mandates
determines that the bill contains costs mandated by the state, reimbursement
for those costs shall be made pursuant to these statutory provisions.

(6) The bill would provide that it shall become operative only if SB 643
and AB 243 of the 2015-16 Regular Session are also enacted and become

“operative.

The people of the State of California do enact as follows:

SECTION 1. Section 27 of the Business and Professions Code is
amended to read:

27. (a) Each entity specified in subdivisions (c), (d), and () shall provide
on the Internet information regarding the status of every license issued by
that entity in accordance with the California Public Records Act (Chapter
3.5 (commencing with Section 6250) of Division 7 of Title 1 of the
Government Code) and the Information Practices Act of 1977 (Chapter 1
(commencing with Section 1798) of Title 1.8 of Part 4 of Division 3 of the
Civil Code). The public information to be provided on the Internet shall
include information on suspensions and revocations of licenses issued by
the entity and other related enforcement action, including accusations filed
pursuant to the Administrative Procedure Act (Chapter 3.5 (commencing

- with Section 11340) of Part 1 of Division 3 of Title 2 of the Government
Code) taken by the entity relative to persons, businesses, or facilities subject
to licensure or regulation by the entity. The information may not include
personal information, including home telephone number, date of birth, or
social security number, Each entity shall disclose a licensee’s address of
record. However, each entity shall allow a licensee to provide a post office
box number or other alternate address, instead of his or her home address,
ag the address of record. This section shall not preclude an entity from also
requiring a licensee, who has provided a post office box number or other
alternative mailing address as his or her address of record, to provide a
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physical business address or residence address only for the entity’s internal
administrative use and not for disclosure as the licensee’s address of record
or disclosure on the Internet.

(b) In providing information on the Internet, each entity specified in
subdivisions (¢) and (d) shall comply with the Department of Consumer
Affairs’ guidelines for access to public records.

(c) Each of the following entities within the Department of Consumer
Affairs shall comply with the requirements of this section: :

(1) The Board for Professional Engineers, Land Surveyors, and Geologists
shall disclose information on its registrants and licensees.

(2) The Bureau of Automotive Repair shall disclose information on its
licensees, including auto repair dealers, smog stations, lamp and brake
stations, smog check technicians, and smog inspection certification stations.

(3) The Bureau of Electronic and Appliance Repair, Home Furnishings,
and Thermal Insulation shall disclose information on its licensees and
registrants, including major appliance repair dealers, combination dealers
(electronic and appliance), electronic repair dealers, service contract sellers,
and service contract administrators,

(4) The Cemetery and Funeral Bureau shall disclose information on its
licensees, including cemetery brokers, cemetery salespersons, cemetery
managers, crematory managers, cemetery authorities, crematories, cremated
remains disposers, embalmers, funeral establishments, and funeral directors.

(5) The Professional Fiduciaries Bureau shall disclose information on
its licensees.

(6) The Contractors’ State License Board shall disclose information on
its licensees and registrants in accordance with Chapter 9 (commencing
with Section 7000) of Division 3. In addition to information related to
licenses as specified in subdivision (a), the board shall also disclose
information provided to the board by the Labor Commissioner pursuant to
Section 98.9 of the Labor Code.

(7) The Bureau for Private Postsecondary Education shall disclose
information on private postsecondary institutions under its jurisdiction,
including disclosure of notices to comply issued pursuant to Section 94935
of the Education Code.

(8) The California Board of Accountancy shall disclose mformatlon on
its licensees and registrants.

(9) The California Architects Board shall disclose information on its
licensees, including architects and landscape architects.

(10) The State Athletic Commission shall disclose mformatlon on its
licensees and registrants.

(11) The State Board of Barbering and Cosmetology shall disclose
information on its licensees.

(12) The State Board of Guide Dogs for the Blind shall disclose
information on its licensees and registrants.

{(13) .The Acupuncture Board shall disclose information on its licensees.

(14) The Board of Behavioral Sciences shall disclose information on its
licensees, including licensed marriage and family therapists, licensed clinical

87



Ch. 689 — 4

social workers, licensed educational psychologists, and licensed professional
clinical counselors.

(15) The Dental Board of California shall disclose information on its
licensees.

(16) The State Board of Optometry shall disclose information regarding
certificates of registration to practice optometry, statements of licensure,
optometric corporation registrations, branch office licenses, and fictitious
name permits of its licensees.

(17) The Board of Psychology shall dlsclose information on its licensees,
including psychologists, psychological assistants, and reglstered
psychologists.

(d) The State Board of Chiropractic Examiners shall disclose information
on its licensees.

(¢) The Structural Pest Control Board shall disclose information on its
licensees, including applicators, field representatives, and operators in the
areas of fumigation, general pest and wood destroying pests and organisms,
and wood roof cleaning and treatment.

(f) The Bureau of Medical Marijuana Regulation shall dlsclose
information on its licensees,

(g) “Internet” for the purposes of this section has the meaning set forth
in paragraph (6) of subdivision (f) of Section 17538,

SEC. 2. Section 101 of the Business and Professions Code is amended
to read:

101. The department is comprised of the following:

(a) The Dental Board of California.

(b) The Medical Board of California.

(c) The State Board of Optometry.

(d) The California State Board of Pharmacy.

(e) The Veterinary Medical Board.

(f) The California Board of Accountancy.

(g) The California Architects Board.

() The Bureau of Barbering and Cosmetology.

(i) The Board for Professional Engineers and Land Surveyors.

(i) The Contractors’ State License Boatd.

(k) The Bureau for Private Postsecondary Education.

(/) The Bureau of Electronic and Appliance Repair, Home Furnishings,
and Thermal Insulation.

(m) The Board of Registered Nursing.

(n) The Board of Behavioral Sciences.

(0) The State Athletic Commission.

(p) The Cemetery and Funeral Bureau.

(q) The State Board of Guide Dogs for the Blind.

(r) The Bureau of Security and Investigative Services.

(s) The Court Reporters Board of California.

(t) The Board of Vocational Nursing and Psychiatric Technicians.

(u) The Landscape Architects Technical Committee.

(v) The Division of Investigation. -
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(w) The Bureau of Automotive Repair.

(x) The Respiratory Care Board of Cahforma .

{y) The Acupuncture Board.

(z) The Board of Psychology.

(aa). The California Board of Podiatric Medicine.
(ab) The Physical Therapy Board of California.

(ac) The Arbitration Review Program.

(ad) The Physician Assistant Committee.

(ae) The Speech-Language Pathology and Audiology Board.
(af) The California Board of Occupational Therapy.
(ag) The Osteopathic Medical Board of California.
(ah) The Naturopathic Medicine Committee.

(ai) The Dental Hygiene Committee of California.
(a)) The Professional Fiduciaries Bureau,

(ak) The State Board of Chiropractic Examiners.
(al) The Bureau of Real Estate.

(am) The Bureau of Real Estate Appraisers.

(an) The Structural Pest Control Board.

(ao) The Bureaun of Medical Marijuana Regulation. .

- (ap) Any other boards, offices, or officers subject to its jurisdiction by
law.

SEC. 3. Section 205.1 is added to the Business and Professions Code,
to read: :

.205.1. Notwithstanding subdivision (a) of Section 205, the Medical
Marijuana Regulation and Safety Act Fund is a special fund within the
Professions and Voeations Fund, and is subject to subdivision (b) of Section
205.

SEC. 4. Chapter 3.5 (commencmg with Section 19300) is added to
Division 8 of the Business and Professions Code, to read:

CHAPTER 3.5. MEDICAL MARIJUANA REGULATION AND SAFETY ACT
Article 1. Definitions

© 19300. This act shall be known and may be cited as the Medical
Marijuana Regulation and Safety Act.

19300.5. For purposes of this chapter, the following definitions shall
apply:

(a) “Accrediting body” means a nonproﬁt organization that requires
conformance to ISO/IEC 17025 requirements and is a signatory to the
International Laboratory Accreditation Cooperation Mutual Recognition
Arrangement for Testing.

(b) “Applicant,” for purposes of Article 4 (commencing with Section
19319), means the following: .
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(1) Owner or owners of a proposed facility, including all persons or
entities having ownership interest 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 cach
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 entlty with an aggregate ownership
interest of 5 percent or more.

(c) “Batch” means a specific quantity of medlcal cannabis or medical

- cannabis products that is intended to have uniform character and quality,
within specified limits, and is produced according to a single manufacturing
order during the same cycle of manufacture.

(d) “Bureau” means the Bureau of Medical Marljuana Regulation within
the Department of Consumer Affairs. ,

(e) “Cannabinoid” or “phytocannabinoid” means a chemical compound
that is unique to and derived from cannabis.

(f) “Cannabis” means all parts of the plant 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, maoufacture, 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 Health
and Safety Code as enacted by Chapter 1407 of the Statutes 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, manufacture, 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
defined by Section 81000 of the Food and Agricultural Code or Section
11018.5 of the Health and Safety Code.

(g) “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 Health and Safety
Code, or a drug, as defined by Section 109925 of the Health and Safety
Code.

(h) “Careglver or “primary caregiver” has the same meaning as that
term is defined in Section 11362.7 of the Health and Safety Code.

(i) “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.

(i) “Chief” means Chief of the Bureau of Medical Marijuana Regulation
within the Department of Consumer Affairs.
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(k) “Commercial cannabis activity” includes cultivation, possession,
manufacture, processing, storing, laboratory testing, labeling, transporting,
distribution, or sale of medical cannabis or a medical cannabis product,
except as set forth in Section 19319, related to qualifying patients and
primary caregivers.

() “Cultivation” means any activity involving the planting, growing,
harvesting, drying, curing, grading, or trimming of cannabis.

(m) “Delivery” means the commercial transfer of medical cannabis or
medical cannabis products from a dispensary, up to an amount determined
by the bureau to a primary caregiver or qualified patient as defined in Section
11362.7 of the Health and Safety Code, or a testing laboratory. “Delivery”
also includes the use by a dispensary of any technology platform owned
and controlled by the dispensary, or independently licensed under this
chapter, that enables qualified patients or primary caregivers to arrange for
or facilitate the commercial transfer by a licensed dispensary of medical
cannabis or medical cannabis products.

(n) “Dispensary” means a facility where medical cannabis, medical
cannabis products, or devices for the use of medical cannabis or medical
cannabis products are offered, either individually or in any combination,
for retail sale, including an establishment that delivers, pursuant to express
authorization by local ordinance, medical cannabis and medical cannabis
products as part of a retail sale.

(o) “Dispensing” means any activity involving the retail sale of medical
cannabis or medical cannabis products from a dispensary.

(p) “Distribution” means the procurement, sale, and transport of medical
cannabis and medical cannabis products between entities licensed pursuant
to this chapter. :

(q) “Distributor” means a person licensed under this chapter 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.

(r) “Dried flower” means all dead medical cannabis that has been
harvested, dried, cured, or otherwise processed, excluding leaves and stems.

(s) “Edible cannabis product” means manufactured cannabis that is
intended to be used, in whole or in part, for human consumption, including,
but not limited to, chewing gum. An edible medical cannabis product is not
considered food as defined by Section 109935 of the Health and Safety
Code or a drug as defined by Section 109925 of the Health and Safety Code.

(t) “Fund” means the Medical Marijuana Regulation and Safety Act Fund
established pursuant to Section 19351,

(u) “Identification program” means the universal identification certificate
program for commercial medical cannabis activity authorized by this chapter.

(v) “Labor peace agreement” means an agreement between a licensee
and a bona fide labor organization that, at a minimum, protects the state’s
proprietary interests by prohibiting labor organizations and members from
engaging in picketing, work stoppages, boycotts, and any other economic
interference with the applicant’s business, This agreement means that the
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applicant has agreed not to disrupt efforts by the bona fide labor organization
to communicate with, and attempt to organize and represent, the applicant’s
~ employees. The agreement shall provide a bona fide labor organization
access at reasonable times to areas in which the applicant’s employees work,
for the purpose of meeting with employees to discuss their right to
representation, employment rights under state law, and terms and conditions
of employment. This type of agreement shall not mandate a particular method
of election or certification of the bona fide labor organization.

(w) “Licensing authority” means the state agency responsible for the
issuance, renewal, or reinstatement of the license, or the state agency
authorized to take disciplinary action against the license.

(x) “Cultivation site” means a facility where medical cannabis is planted,
grown, harvested, dried, cured, graded, or trimmed, or that does all ot any
combination of those activities, that holds a valid state license pursuant to
this chapter, and that holds a valid local license or permit.

{y) “Manufacturer” means a-person that conducts the production,
preparation, propagation, or compounding of manufactured medical cannabis,
as described in subdivision (ae), or medical cannabis products either directly
or indirectly or by extraction methods, or independently by means of
chemical synthesis or by a combination of extraction and 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 this chapter, and that holds a valid local license or permit.

(z) “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) Accredited 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. -

(aa) “Transporter” means a person issued a state license by the bureau
to transport medical cannabis or medical cannabis products in an amount
above a threshold determined by the bureau between facilities that have
been issued a state license pursuant to this chapter.

(ab) “Licensee” means a person issued a state license under this chapter
to engage in commercial cannabis activity,

(ac) “Live plants” means living medical cannabis flowers and plants,
including seeds, immature plants, and vegetative stage plants.

(ad) “Lot” means a batch, or a specifically identified portion of a batch,
having uniform character and quality within specified limits. In the case of
medical cannabis or a medical cannabis product produced by a continuous
process, “lot” means a specifically identified amount produced in a unit of
time or a quantity in a manner that ensures its having uniform character and
quality within specified limits.

(ae) “Manufactured cannabis” means raw cannabis that has undergone
a process whereby the raw agricultural product has been transformed into
a concentrate, an edible product, or a topical product.
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(af) “Manufacturing site” means a location that produces, prepares,
propagates, or compounds manufactured 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 licensee
for these activities.

(ag) “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 Health and Safety
Code. For the purposes of this chapter, “medical cannabis” does not include
“industrial hemp” as defined by Section 81000 of the Food and Agricultural
Code or Section 11018.5 of the Health and Safety Code.

(ah) “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.

(ai) “Permit,” “local license,” or “local permit” means an official
document granted by a local jurisdiction that specifically authorizes a person
to conduct commercial cannabis activity in the local jurisdiction.

(aj) “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.

(ak) “State license,” “license,” or “registration” means a state license
issued pursuant to this chapter.

(al) “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 Health and Safety Code.

(am) “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 pursuant to this chapter.

19300.7. License classifications pursuant to this chapter are as follows:

(a) Type 1 = Cultivation; Specialty outdoor; Small.

(b) Type 1A = Cultivation; Specialty indoor; Small.

_(c) Type 1B = Cultivation; Specialty mixed-light; Small.

(d) Type 2 = Cultivation; Outdoor; Small.

(e) Type 2A = Cultivation; Indoor; Small.

(f) Type 2B = Cultivation; Mixed-light; Small.

(g) Type 3 = Cultivation; Outdoor; Medium,

(h) Type 3A = Cultivation; Indoor; Medium.

(i) Type 3B = Cultivation; Mixed-light; Medium.

(§) Type 4 = Cultivation; Nursery.

(k) Type 6 = Manufacturer 1.

() Type 7=Manufacturer 2.

(m) Type 8 = Testing.

87



Ch. 689 —10—

(n) Type 10 = Dispensary; General.

(o) Type 10A = Dispensary; No more than three retail sites.
{p) Type 11 = Disfribution.

(q9) Type 12 = Transporter. .

Article 2. Administration

19302. There is in the Department of Consumer Affairs the Bureau of
Medical Marijuana Regulation, under the supervision and control of the
director. The director shall administer and enforce the provisions of this
chapter.

19303. Protection of the public shall be the highest priority for the bureau
in exercising its licensing, regulatory, and disciplinary functions under this
chapter. Whenever the protection of the public is inconsistent with other
interests sought to be promoted, the protection of the public shall be
paramount.

19304. The bureau shall make and prescribe reasonable rules as may be
necessary or proper fo carry out the purposes and intent of this chapter and
to enable it to exercise the powers and duties conferred upon it by this
chapter, not inconsistent with any statute of this state, including particularly
this chapter and Chapter 3.5 (commencing with Section 11340) of Part 1
of Division 3 of Title 2 of the Government Code. For the performance of
its duties, the bureau has the power conferred by Sections 11180 to 11191,
inclusive, of the Government Code.

19305. Notice of any action of the licensing authority required by this
chapter to be given may be signed and given by the director or an authorized
employee of the department and may be made personally or in the manner
prescribed by Section 1013 of the Code of Civil Procedure.

19306. (a) The burean may convene an advisory committee to-advise
the bureau and licensing authorities on the development of standards and
regulations pursuant to this chapter, including best practices and guidelines -
to ensure qualified patients have adequate access to medical cannabis and
medical cannabis products. The advisory committee members shall be
determined by .the chief.

(b) The advisory committee members may include, but not be limited
to, representatives of the medical marijuana 1ndustry, representatives of
medical marijuana cultivators, approptiate local and state agencies,
appropriate local and state law enforcement, physicians, environmental and
public health experts, and medical marijuana patient advocates.

19307. A licensing authority may make or cause to be made such
investigation as it deems necessary to catry out its duties under this chapter.

19308. For any hearing held pursuant to this chapter, the director, or a
licensing authority, may delegate the power to hear and decide to an
administrative law judge. Any hearing before an administrative law judge
shall be pursuant to the procedures, rules, and limitations prescribed in
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Chapter 5 (commencing with Section 11500) of Part 1 of Division 3 of Titlé
2 of the Government Code.

19309. In any hearing before a licensing authority pursuant to this
chapter, the licensing authority may pay any person appearing as a witness
at the hearing at the request of the licensing authority pursuant to a subpoena,
his or her actual, necessary, and reasonable travel, food, and lodging
expenses, not to exceed the amount authorized for state employees.

19310. The department may on its own motion at any time before a
penalty assessment is placed into effect and without any further proceedings,
review the penalty, but such review shall be limited to its reduction.

Article 3. Enforcement

19311. Grounds for disciplinary action include:

(a) Failure to comply with the provisions of this chapter or any rule or
regulation adopted pursuant to this chapter.

(b) Conduct that constitutes grounds for denial of licensure pursuant to
Chapter 3 (commencing with Section 490) of Division 1.5.

(c) Any other grounds contained in regulations adopted by a licensing
authority pursuant to this chapter.

(d) Failure to comply with any state law, except as provided for in this
chapter or other California law.

19312, Each licensing authority may suspend or revoke licenses, after
proper notice and hearing to the licensee, if the licensee is found to have
committed any of the acts or omissions constituting grounds for disciplinary
action. The disciplinary proceedings under this chapter shall be conducted
in accordance with Chapter 5 (commencing with Section 11500) of Part 1
of Division 3 of Title 2 of the Government Code, and the director of each
licensing anthority shall have all the powers granted therein.

19313. Each licensing authority may take disciplinary action against a
licensee for any violation of this chapter when the violation was committed
by the licensee’s agent or employee while acting on behalf of the licensee
or engaged in commercial cannabis activity.

19313.5. Upon suspension or revocation of a license, the licensing
authority shall inform the bureau. The bureau shall then inform all other
licensing authorities and the Department of Food and Agriculture.

19314, All accusations against licensees shall be filed by the licensing
avthority within five years after the performance of the act or omission
alleged as the ground for disciplinary action; provided, however, that the
foregoing provision shall not constitute a defense to an accusation alleging
fraud or misrepresentation as a ground for disciplinary action. The cause
for disciplinary action in such case shall not be deemed to have accrued
until discovery, by the licensing authority, of the facts constituting the fraud
or misrepresentation, and, in such case, the accusation shall be filed within
five years after such discovery. -
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19315. (a) Nothing in this chapter shall be interpreted to supersede or
limit existing local authority for law enforcement activity, enforcement of
local zoning requirements or local ordinances, or enforcement of local permit
or licensing requirements.

(b) Nothing in this chapter shall be interpreted to require the Department
of Consumer Affairs to undertake local law enforcement responsibilities,
enforce local zoning requirements, or enforce local licensing requirements.

(c) Nothing in this chapter shall be interpreted to supersede or limit state
agencies from exercising their existing enforcement authority under the
Fish and Game Code, the Water Code, the Food and Agricultural Code, or
the Health and Safety Code. '

19316. (a) Pursuant to Section 7 of Article XI of the California
Constitution, a city, county, or city and county may adopt ordinances that
establish additional standards, requirements, and regulations for local licenses
and permits for commercial cannabis activity. Any standards, requirements,
and regulations regarding health and saféty, testing, security, and worker
protections established by the state shall be the minimum standards for all
licensees statewide.

(b) For facilities issued a state license that are located within the
incorporated area of a city, the city shall have full power and authority to
enforce this chapter and the regulations promulgated by the bureau or any
licensing authority, if delegated by the state. Notwithstanding Sections
101375, 101400, and 101405 of the Health and Safety Code or any contract
entered into pursuant thereto, or any other law, the city shall further agsume
complete responsibility for any regulatory function relating to those licensees
within the city limits that would otherwise be performed by the county or
any county officer or employee, including a county health officer, without
liability, cost, or expense to the county.

(c) Nothing in this chapter, or any regulations promulgated thereunder,
shall be deemed to limit the authority or remedies of a city, county, or city
and county under any provision of law, including, but not limited to, Section
7 of Article XI of the California Constitution.

19317. (a) The actions of a licensee, its employees, and its agents that
are (1) permitted pursuant to both a state license and a license or permit
issued by the local jurisdiction following the requirements of the applicable
focal ordinances, and (2) conducted.in accordance with the requirements of
this chapter and regulations adopted pursuant to this chapter, ate not unlawful
under state law and shall not be an offense subject to arrest, prosecution, or
other sanction under state law, or be subject to a civil fine or be a basis for
seizure or forfeiture of assets under state law.

(b) The actions of a person who, in good faith, allows his or her property
to be used by a licensee, its employees, and its agents, as permitted pursuant
to both a state license and a local license or permit following the
requirements of the applicable local ordinances, are not unlawful under state
law and shall not be an offense subject to arrest, prosecution, or other
sanction under state law, or be subject to a civil fine or be a basis for seizure
or forfeiture of assets under state law.
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19318. (a) A person engaging in commercial cannabis activity without
a license required by this chapter shall be subject to civil penalties of up to
twice the amount of the license fee for each violation, and the court may
_ order the destruction of medical cannabis associated with that violation in
accordance with Section 11479 of the Health and Safety Code. Each day
of operation shall constitute a separate violation of this section. All civil
penalties imposed and collected pursuant to this section by a licensing
authority shall be deposited into the Medical Cannabis Fines and Penalties
Account established pursuant to Section 19351,

(b) If an action for civil penalties is brought against a licensee pursuant
to this chapter by the Attorney General on behalf of the people, the penalty
collected shall be deposited into the Medical Cannabis Fines and Penalties
Account established pursuant to Section 19351. If the action is brought by
a district attorney or county counsel, the penalty collected shall be paid to
the treasurer of the county in which the judgment was entered. If the action
is brought by a city attorney or city prosecutor, the penalty collected shall
be paid to the treasurer of the city or city and county in which the judgment
was entered. If the action is brought by a city attorney and is adjudicated in
a superior court located in the unincorporated area or another city in the
same county, the penalty shall be paid one-half to the treasurer of the city
in which the complaining attorney has jurisdiction and one-half to the
treasurer of the county in which the judgment is entered.

(c¢) Notwithstanding subdivision (a), criminal penalties shall continue to
apply to an unlicensed person engaging in commercial cannabis activity in
violation of this chapter, including, but not limited to, those individuals
covered under Section 11362.7 of the Health and Safety Code.

Article 4. Licensing

19320. (a) Licensing authorities administering this chapter may issue
state licenses only to qualified applicants engaging in commercial cannabis
activity pursuant to this chapter. Upon the date of implementation of
regulations by the licensing authority, no person shall engage in commercial
cannabis activity without possessing both a state license and a local permit,
license, or other authorization. A licensee shall not commence activity under
the authority of a state license until the applicant has obtained, in addition
to the state license, a license or permit from the local jurisdiction in which
he or she proposes to operate, following the requirements of the applicable
local ordinance.

(b) Revocation of a local license, permit, or other authorization shall
terminate the ability of a medical cannabis business to operate within that
local jurisdiction until the local jurisdiction reinstates or reissues the local
license, permit, or other required authorization. Local authorities shall notify
the bureau upon revocation of a local license. The bureau shall inform
relevant licensing authorities,
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(¢) Revocation of a state license shall terminate the ability of a medical
cannabis licensee to operate within California until the licensing authority
reinstates or reissues the state license. Each licensee shall obtain a separate
license for each location where it engages in commercial medical cannabis
activity. However, transporters only need to obtain licenses for each physical
location where the licensee conducts business while not in transport, or any
equipment that is not currently transporting medical cannabis or medical
cannabis products, permanently resides.

(d) In addition to the provisions of this chapter, local jurisdictions retain
the power to assess fees and taxes, as applicable, on facilities that are licensed
pursuant to this chapter and the business activities of those licensees.

(&) Nothing in this chapter shall be construed to supersede or limit state
agencies, including the State Water Resources Control Board and Department
of Fish and Wildlife, from establishing fees to support their medical cannabis
regulatory programs,

19321. {(a) The Department of Consumer Affairs, the Department of
Food and Agriculture, and the State Department of Public Health shall
promulgate regulations for implementation of their respective responsibilities
in the administration of this chapter.

(b) A license issued pursuant to this section shall be valid for 12 months
from the date of issuance. The license shall be renewed annually. Each
licensing authority shall establish procedures for the renewal of a license.

(c) Notwithstanding subdivision (a) of Section 19320, a facility or entity
that is operating in compliance with local zoning ordinances and other state
and local requirements on or before January 1, 2018, may continue its
operations until its application for licensure is approved or denied pursuant
to this chapter. In issuing licenses, the licensing authority shall prioritize
any facility or entity that can demonstrate to the authority’s satisfaction that
it was in operation and in good standing with the local jurisdiction by January
1,201e. '

(d) Issuance of a state license or a determination of compliance with
local law by the licensing authority shall in no way limit the ability of the
City of Los Angeles to prosecute any person or entity for a violation of, or
otherwise enforce, Proposition D, approved by the voters of the City of Los
Angeles on the May 21, 2013, ballot for the city, or the city’s zoning laws.
Nor may issuance of a license or determination of compliance with local
law by the licensing authority be deemed to establish, or be relied upon, in
determining satisfaction with the immunity requirements of Proposition D
or local zoning law, in court or in any other context or forum.

Article 5. Medical Marijuana Regulation

19326. (a) A person other than a licensed transporter shall not transport
medical cannabis or medical cannabis products from one licensee to another
licensee, unless otherwise specified in this chapter.
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(b) All licensees holding cultivation or manufacturing licenses shall send
all medical cannabis and medical cannabis products cultivated or
manufactured to a distributor, as defined in Section 19300.5, for quality
assurance and inspection by the Type 11 licensee and for a batch testing by
a Type 8 licensee prior to distribution to a dispensary. Those licensees
holding a Type 10A license in addition to a cultivation license or a
manufacturing license shall send all medical cannabis and medical cannabis
products to a Type 11 licensee for presale inspection and for a batch testing
by a Type 8 licensee prior to dispensing any product. The licensing authority
shall fine a licensee who violates this subdivision in an amount determined
by the licensing authority to be reasonable.

(¢) (1) Upon receipt of medical cannabis or medical cannabis products
by a holder of a cultivation or manufacturing license, the Type 11 licensee
shall first inspect the product to ensure the identity and quantity of the
product and then ensure a random sample of the medical cannabis or medical
cannabis product is tested by a Type 8 licensee prior to distributing the batch
of medical cannabis or medical cannabis products.

_(2) Upon issuance of a certificate of analysis by the Type 8 licensee that
the product is fit for manufacturing or retail, all medical cannabis and
medical cannabis products shall undergo a quality assurance review by the
Type 11 licensee prior to distribution to ensure the quantity and content of
the medical cannabis or medical cannabis product, and for tracking and

- taxation purposes by the state. Licensed cultivators and manufacturers shall
package or seal all medical cannabis and medical cannabis products in
tamper-evident packaging and use a unique identifier, as prescribed by the
Department of Food and Agriculture, for the purpose of identifying and
tracking medical cannabis or medical cannabis products. Medical cannabis
and medical cannabis products shall be labeled as required by Section 19347.
All packaging and sealing shall be completed prior to medical cannabis or
medical cannabis products being transported or delivered to a licénsee,
qualified patient, or caregiver.

(3) This section does not limit the ability of licensed cultivators,
manufacturers, and dispensaries to directly enter into contracts with one
another indicating the price and quantity of medical cannabis or medical
cannabis products to be distributed. However, a Type 11 licensee responsible
for executing the contract is authorized to collect a fee for the services
rendered, including, but not limited to, costs incurred by a Type 8 licensee,
as well as applicable state or local taxes and fees.

(d) Medical cannabis and medical cannabis products shall be tested by
a registered testing laboratory, prior to retail sale or dispensing, as follows:

(1) Medical cannabis from dried flower shall, at a minimum, be tested
for concentration, pesticides, mold, and other contaminants,

(2) Medical cannabis extracts shall, at a minimum, be tested for
concentration and purity of the product.

(3) This chapter shall not prohibit a licensee from performing on-site
testing for the purposes of quality assurance of the product in conjunction
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with reasonable business operations. On-site testing by the hcensee shall
not be certified by the State Department of Public Health.

(e) All commercial cannabis activity shall be conducted between
licensees, when these are available.

19327. (a) Alicensee shall keep accurate records of commercial cannabis
activity.

(b) All records related to commercial cannabis activity as defined by the
licensing authorities shall be maintained for a minimum of seven years.

{c) The bureau may examine the books and records of a licensee and
inspect the premises of a licensee as the licensing authority or a state or
local agency deems necessary to perform its duties under this chapter. All
inspections shall be conducted during standard business hours of the licensed
facility or at any other reasonable time.

(d) Licensees shall keep records identified by the licensing authorities
on the premises of the location licensed. The licensing authorities may make
any examination of the records of any licensee. Licensees shall also provide
and deliver copies of documents to the licensing agency upon request.

(e) Alicensee or its agent, or employee, that refuses, impedes, obstructs, .
or interferes with an inspection of the premises or records of the licensee
pursuant to this section has engaged in a violation of this chapter.

(f) Ifalicensee or an employee of a licensee fails to maintain or provide
the records required pursuant to this section, the licensee shall be subject
to a citation and fine of thirty thousand dollars ($30,000) per individual
violation.

19328. (a) A licensee may only hold a state license in up to two separate
license categories, as follows:

(1) Type 1, 1A, 1B, 2, 2A, or 2B licensees may also hold either a Type
6 or 7 state license. ‘

(2) Type 6 or 7 licensees, or a combination thereof, may also hold either
aType 1, 1A, 1B, 2, 2A, or 2B state license.

(3) Type 6 or 7 licensees, or a combination thereof, may also hold a Type
10A state license.

(4) Type 10A licensees may also hold either a Type 6 or 7 state license,
or a combination thereof. .

(5) Type 1, 1A, 1B, 2, 2A, or 2B licensees, or a combination thereof,
may also hold a Type 10A state license.

(6) Type L0A licensees may apply for Type 1, 1A, 1B, 2, 2A, or 2B state
license, or a combination thereof,

(7) Type 11 licensees shall apply for a Type 12 state license, but shall
not apply for any other type of state license.

(8) Type 12 licensees may apply for a Type 11 state license.

(9) A Type 10A licensee may apply for a Type 6 or 7 state license and
hold a 1, 1A, 1B, 2, 2A, 2B, 3, 3A, 3B, 4 or combination thereof if, under
the 1, 1A, 1B, 2, 24, 2B, 3, 3A, 3B, 4 or combination of licenses thereof,
no more than four acres of total canopy size of cultivation by the licensee
is occurring throughout the state during the period that the respective licenses
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are valid. All cultivation pursuant to this section shall comply with local
ordinances. This paragraph shall become inoperative on January 1, 2026,

(b) Except as provided in subdivision (a), a person or entity that holds a
state license is prohibited from licensure for any other activity authorized
under this chapter, and is prohibited from holding an ownership interest in
real property, personal property, or other assets associated with or used in
any other license category.

(c) (1) In a jurisdiction that adopted a local ordinance, prior to July 1,
2015, allowing or requiring qualified businesses to cultivate, manufacture,
and dispense medical cannabis or medical cannabis products, with all
commercial cannabis activity being conducted by a single qualified business,
upon licensure that business shall not be subject to subdivision (a) if it meets
all of the following conditions:

(A) The business was cultivating, manufacturing, and dispensing medical
cannabis or medical cannabis products on July 1, 2015, and has continuously
done so since that date.

(B) The business has been in full compliance with all applicable local
ordinances at all times prior to licensure.

(C) The business is registered with the State Board of Equalization.

(2) A business licensed pursuant to paragraph (1) is not required to
conduct all cultivation or manufacturing within the bounds of a local
jurisdiction, but all cultivation and manufacturing shall have commenced
prior to July 1, 2015, and have been in full compliance with applicable local
ordinances.

(d) This section shall remain in effect only until January 1, 2026, and as
of that date is repealed.

19329, . A licensee shall not also be licensed as a retailer of alcoholic
beverages pursuant to Division 9 (commencing with Section 23000).

19330. This chapter and Article 2 (commencing with Section 11357)
and Article 2.5 (commencing with Section 11362.7) of Chapter 6 of Division
10 of the Health and Safety Code shall not interfere with an employer’s
rights and obligations to maintain a drug and alcohol free workplace or
require an employer to permit or accommodate the use, consumption,
. possession, transfer, display, transportation, sale, or growth of cannabis in
the workplace or affect the ability of employers to have policies prohibiting
the use of cannabis by employees and prospective employees, or prevent
employers from complying with state or federal law.

Article 7. Licensed Distributors, Dispensaries, and Transporters

19334, (a) State licenses to be issued by the Department of Consumer
Affairs are as follows: : i

(1) “Dispensary,” as defined in this chapter. This license shall allow for
delivery pursuant to Section 19340.

(2) “Distributor,” for the distribution of medical cannabis and medical
cannabis products from manufacturer to dispensary. A Type 11 licensee
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shall hold a Type 12, or transporter, license and register each location where
product is stored for the purposes of distribution. A Type 11 licensee shall
not hold a license in a cultivation, manufacturing, dispensing, or testing .
license category and shall not own, or have an ownership interest in, a
facility licensed in those categories other than a security interest, lien, or
encumbrance on property that is used by a licensee. A Type 11 licensee

* shall be bonded and insured at a minimum level established by the licensing
authority.

(3) “Transport,” for transporters of medica} cannabis or medical cannabis
products between licensees. A Type 12 licensee shall be bonded and insured

- at a minimum level established by the licensing authority.

(4) “Special dispensary status” for dispensers who have no more than
three licensed dispensary facilities. This license shall allow for delivery
where expressly authorized by local ordinance.

(b) The bureau shall establish minimum security requirements for the
commercial transportation and delivery of medical cannabis and products.

{c) A licensed dispensary shall implement sufficient security measures
to both deter and prevent unauthorized entrance into areas containing medical
cannabis or medical cannabis products and theft of medical cannabis or
medical cannabis products at the dispensary. These security measures shall
include, but not be limited to, all of the following:

(1) Preventing individuals from remaining on the premises of the
dispensary if they are not engaging in activity expressly related to the
operations of the dispensary.

- (2) Establishing limited access areas accessible only to authorized
dispensary personnel. ‘

(3) Storing all finished medical cannabis and medical cannabis products
in a secured and locked room, safe, or vault, and in a manner as to prevent
_diversion, theft, and loss, except for limited amounts of cannabis used for
display purposes, samples, or immediate sale.

(d) A dispensary shall notify the licensing authority and the appropriate
law enforcement authorities within 24 hours after discovering any of the
following:

(1) Significant discrepancies identified during inventory. The level of
significance shall be determined by the bureau.

(2) Diversion, theft, loss, or any criminal activity involving the dispensaty
or any agent or employee of the dispensary.

(3) The loss or unauthorized alteration of records related to canmnabis,
registered qualifying patients, primary caregivers, or dispensary ernployees
or agents.

(4) Any other breach of security.
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Article 9. Delivery

19340. (a) Detliveries, as defined in this chapter, can only be made by
a dispensary and in a city, county, or city and county that does not explicitly
prohibit it by local ordinance.

(b) Upon approval of the licensing authority, a licensed dispensary that
delivers medical cannabis or medical cannabis products shall comply with
both of the following:

(1) The city, county, or city and county in which the licensed dispensary
is located, and in which each delivery is made, do not explicitly by ordinance
prohibit delivery, as defined in Section 19300.5.

(2) All employees of a dispensary delivering medical cannabis or medical
cannabis products shall carry a copy of the dispensary’s current license
authorizing those services with them during deliveries and the employee’s -
government-issued identification, and shall present that license and
identification upon request to state and local law enforcement, employees
of regulatory authorities, and other state and local agencies enforcing this
chapter.

() A county shall have the authority to impose a tax, pursuant to Article
11 (commencing with Section 19348), on each delivery transaction
completed by a licensee.

(d) During delivery, the licensee shall maintain a physical copy of the’
delivery request and shall make it available upon request of the licensing
authority and law enforcement officers. The delivery request documentation
shall comply with state and federal law regardmg the protection of
confidential medical information.

(¢) The qualified patient or primary caregiver requesting the delivery
shall maintain a copy of the delivery request and shall make it available,
upon request, to the licensing authority and law enforcement officers.

(f) Alocal jurisdiction shall not prevent carriage of medical cannabis or
medical cannabis products on public roads by a licensee acting in compliance
with this chapter.

Article 10, Licensed Manufacturers and Licensed Laboratories

19341. The State Department of Public Health shall promulgate
regulations governing the licensing of cannabis manufacturers and testing
laboratories. Licenses to be issued are as follows:

(a) “Manufacturing level 1,” for manufacturing sites that produce medical
cannabis products using nonvolatile solvents.

(b) “Manufacturing level 2,” for manufacturing sites that produce medical
cannabis products using volatile solvents. The State Department of Public
Health shall limit the number of licenses of this type.

(c) “Testing,” for testing of medical cannabis and medical cannabis
products. Testing licensees shall have their facilities licensed according to
regulations set forth by the division, A testing licensee shall not hold a
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license in another license category of this chapter and shall not own or have
ownership interest in a facility licensed pursuant to this chapter.

19342. (a) For the purposes of testing medical cannabis or medical
cannabis products, licensees shall use a licensed testing laboratory that has
adopted a standard operating procedure using methods consistent with
general requirements for the competence of testing and calibration activities,
including sampling, using standard methods established by the International
Organization for Standardization, specifically ISO/IEC 17020 and ISO/IEC
17025 to test medical cannabis and medical cannabis products that are
approved by an accrediting body that is a signatory to the International
Laboratory Accreditation Cooperation Mutual Recognition Arrangement.

(b) An agent of a licensed testing laboratory shall obtain samples
according to a statistically valid sampling method for each lot.

(c) A licensed testing laboratory shall analyze samples according to either
of the following:

(1) The most current version of the cannabis inflorescence monograph
published by the American Herbal Pharmacopoeia.

(2) Scientifically valid methodology that is demonstrably equal or superior
to paragraph (1), in the opinion of the accrediting body.

(d) If a test result falls outside the specifications authorized by law or
regulation, the licensed testing laboratory shall follow a standard operating
procedure to confirm or refute the original result.

(e) A licensed testing laboratory shall destroy the remains of the sample
of medical cannabis or medical cannabis product upon completion of the
analysis.

19343, A licensed testing laboratory shall not handle, test, or analyze
medical cannabis or medical cannabis products unless the licensed testing
laboratory meets all of the following:

(a) Is registered by the State Department of Public Health.

(b) Is independent from all other persons and entities involved in the
medical cannabis industry.

(¢) Follows the methodologies, ranges, and parameters that are contained
in the scope of the accreditation for testing medical cannabis or medical
cannabis products. The testing lab shall also comply with any other
requirements specified by the State Department of Public Health.

(d) Notifies the State Department of Public Health within one business
day after the receipt of notice of any kind that its accreditation has been
denied, suspended, or revoked.

, (e) Has established standard operating procedures that provide for
" adequate chain of custody controls for samples transferred to the licensed
testing laboratory for testing.

19344, (a) A licensed testing laboratory shall issue a certificate of
analysis for each lot, with supporting data, to report both of the following:

(1) Whether the chemical profile of the lot conforms to the specifications
of the lot for compounds, including, but not limited to, all of the following:

(A) Tetrahydrocannabino! (THC). :

(B) Tetrahydrocannabinolic Acid (THCA).
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(C) Cannabidiol (CBD).

(D) Cannabidiolic Acid (CBDA).

(E) The terpenes described in the most current version of the cannabis
inflorescence monograph published by the American Herbal Pharmacopoeia.

(F) Cannabigerol (CBG).

(G) Cannabinol (CBN).

(H) Any other compounds required by the State Department of Public
Health.

(2) That the presence of contaminants does not exceed the levels that are
the lesser of either the most current version of the American Herbal
Pharmacopoeia monograph or the State Department of Public Health. For
purposes of this paragraph, contaminants includes, but is not limited to, all
of the following:

(A) Residual solvent or processing chemicals. ,

{B) Foreign material, including, but not limited to, hair, insects, or similar
or related adulterant.

(C) Microbiological impurity, including total aerobic microbial count,
total yeast mold count, P. aeruginosa, aspergillus spp., s. aureus, aflatoxin
B1, B2, Gl, or G2, or ochratoxin A.

(D) Whether the batch is within specification for odor and appearance.

(b) Residual levels of volatile organic compounds shall be below the
lesser of either the specifications set by the United States Pharmacopeia
(U.S.P. Chapter 467) or those set by the State Department of Public Health.

19345. (a) Except as provided in this chapter, a licensed testing
laboratory shall not acquire or receive medical cannabis or medical cannabis
products except from a licensed facility in accordance with this chapter,
and shall not distribute, sell, deliver, transfer, transport, or dispense medical
cannabis or medical cannabis products, from which the medical cannabis
or medical cannabis products were acquired or received. All transfer or
transportation shall be performed pursuant to a specified chain of custody
protocol. ,

(b) A licensed testing laboratory may receive and test samples of medical
cannabis or medical cannabis products from a qualified patient or primary
caregiver only if he or she presents his or her valid recommendation for
cannabis for medical purposes from a physician, A licensed testing laboratory
shall not certify samples from a qualified patient or caregiver for resale or
transfer to another party or licensee. All tests performed by a licensed testing
laboratory for a qualified patient or caregiver shall be recorded with the
name of the qualified patient or caregiver and the amount of medical
cannabis or medical cannabis product received.

(c) The State Department of Public Health shall develop procedures to
ensure that testing of cannabis occurs prior to delivery to dispensaries or
any other business, specify how often licensees shall test cannabis and that
the cost of testing shall be borne by the licensed cultivators, and require
destruction of harvested batches whose testing samples indicate
noncompliance with health and safety standards promulgated by the State
Department of Public Health, unless remedial measures can bring the
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cannabis into compliance with quality assurance standards as promulgated
by the State Department of Public Health.

(d) The State Department of Public Health shall establish a licensing fee, -
and laboratories shall pay a fee to be licensed. Licensing fees shall not
exceed the reasonable regulatory cost of the licensing activities. .

19347. (a) Prior to delivery or sale at a dispensary, medical cannabis
products shall be labeled and in a tamper-evident package. Labels and
packages of medical cannabis products shall meet the following
requirements:

(1) Medical cannabis packages and labels shall not be made to be
attractive to children.

(2) All medical cannabis product labels shall include the following
information, prominently displayed and in a clear and legible font:

(A) Manufacture date and source.

(B) The statement “SCHEDULE I CONTROLLED SUBSTANCE.”

(C) The statement “KEEP OUT OF REACH OF CHILDREN AND
ANIMALS?” in bold print.

(D) The statement “FOR MEDICAL USE ONLY.”

(E) The statement “THE INTOXICATING EFFECTS OF THIS
PRODUCT MAY BE DELAYED BY UP TO TWO HOURS.”

(F) The statement “THIS PRODUCT MAY IMPAIR THE ABILITY
TO DRIVE OR OPERATE MACHINERY. PLEASE USE EXTREME
CAUTION.”

(G) For packages containing only dried flower, the net weight of medical
cannabis in the package.

(H) A warning if nuts or other known allergens are used.

(I) List of pharmacologically active ingredients, including, but not limited
to, tetrahydrocannabinol (THC), cannabidiol (CBD), and other cannabinoid
content, the THC and other cannabinoid amount in milligrams per serving,
servings per package, and the THC and other cannabinoid amount in
milligrams for the package total.

(J) Clear indication, in bold type, that the product contains medical
cannabis.

(K) Identification of the source and date of cultivation and manufacture.

(L) Any other requirement set by the bureau.

(M) Information associated with the unique identifier issued by the
Department of Food and Agriculture pursuant to Section 11362.777 of the
Health and Safety Code.

(b) Only generic food names may be used to describe edible medical
cannabis products.

Article 14, Reporting

.19353. Beginning on March 1, 2023, and on or before March 1 of each
following year, each licensing authority shall prepare and submit to the
Legislature an annual report on the authority’s activities and post the report
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on the authority’s Internet Web site. The report shall include, but not be
limited to, the following information for the previous fiscal year:

(a) The amount of funds allocated and spent by the licensing authority
for medical cannabis licensing, enforcement, and administration.

(b) The number of state licenses issued, renewed, denied, suspended,
and revoked, by state license category.

(¢) The average time for processing state license applications, by state
license category.

(d) The number and type of enforcement activities conducted by the
licensing authorities and by local law enforcement agencies in conjunction
with the licensing authorities or the bureau.

(¢) The number, type, and amount of penalties, fines, and other
disciplinary actions taken by the licensing authorities.

19354. The bureau shall contract with the California Marijuana Research
Program, known as the Center for Medicinal Cannabis Research, authorized
pursuant to Section 11362.9 of the Health and Safety Code, to develop a
study that identifies the impact that cannabis has on motor skills.

Article 15. Privacy

19355, (a) Information identifying the names of patients, their medical
conditions, or the names of their primary caregivers received and contained
in records kept by the office or licensing authorities for the purposes of
administering this chapter are confidential and shall not be disclosed pursuant
to the California Public Records Act (Chapter 3.5 (commencing with Section
6250) of Division 7 of Title 1 of the Government Code), except as necessary
for authorized employees of the State of California or any city, county, or
city and county to perform official duties pursuant to this chapter, or a local
ordinance.

(b) Information 1dent1fy1ng the names of patients, their medical
conditions, or the names of their primary caregivers received and contained
in records kept by the bureau for the purposes of administering this chapter
shall be maintained in accordance with Chapter 1 (commencing with Section
123100) of Part 1 of Division 106 of the Health and Safety Code, Part 2.6
(commencing with Section 56) of Division 1 of the Civil Code, and other
state and federal laws relating to confidential patient information.

(¢) Nothing in this section precludes the following:

€))] Employees of the bureau or any licensing authorities notifying state
or local agencies about information submitted to the agency that the
employee suspects is falsified or fraudulent.

(2) Notifications from the bureau or any licensing authorities to state or
local agencies about apparent violations of this chapter or applicable local
ordinance.

(3) Verification of requests by state or local agencies to confirm licenses
and certificates issued by the regnlatory authorities or other state agency.
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(4) Provision of information requested pursuant to a court order or
subpoena issued by a court or an administrative agency or local governing
body authorized by law to issue subpoenas.

(d) Information shall not be disclosed by any state or local agency beyond
what is necessary to achieve the goals of a specific investigation, notification,
or the parameters of a specific court order or subpoena.

SEC. 5. Section 9147.7 of the Government Code is amended to read:

9147.7. (a) For the purpose of this section, “eligible agency” means any
agency, authority, board, bureau, commission, conservancy, council,
department, division, or office of state government, however denominated,
excluding an agency that is constitutionally created or an agency related to
postsecondary education, for which a date for repeal has been established
by statute on or after January 1, 2011.

(b) The Joint Sunset Review Committee is hereby created to identify and
eliminate waste, duplication, and inefficiency in government agencies. The
purpose of the committee is to conduct a comprehensive analysis over 15
years, and on a periodic basis thereafter, of every eligible agency to
determine if the agency is still necessary and cost effective.

(c) Each eligible agency scheduled for repeal shall submit to the
comunittee, on or before December 1 prior to the year it is set to be repealed,
a complete agency report covering the entire period since last reviewed,
including, but not limited to, the following: o

(1) The purpose and necessity of the agency.

(2) A description of the agency budget, priorities, and job descriptions
of employees of the agency.

(3) Any programs and projects under the direction of the agency. ,
(4) Measures of the success or failures of the agency and justifications
for the metrics used to evaluate successes and failures.

(5) Any recommendations of the agency for changes or reorganization .
in order to better fulfill its purpose.

(d) The committee shall take public testimony and evaluate the eligible
agency prior to the date the agency is scheduled to be repealed. An eligible -
- agency shall be eliminated unless the Legislature enacts a law to extend,
consolidate, or reorganize the eligible agency. No eligible agency shall be
extended in perpetuity unless specifically exempted from the provisions of
this section. The committee may recommend that the Legislature extend
the statutory sunset date for no more than one year to allow the committee
more time to evaluate the eligible agency.

(e) The committee shall be comprised of 10 members of the Legislature.
The Senate Committee on Rules shall appoint five members of the Senate
to the committee, not more than three of whom shall be members of the
same political party. The Speaker of the Assembly shall appoint five
members of the Assembly to the committee, not more than three of whom
shall be members of the same political party. Members shall be appointed
within 15 days after the commencement of the regular session. Each member
of the committee who is appointed by the Senate Committee on Rules or
the Speaker of the Assembly shall serve during that committee membet’s -
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term of office or until that committee member no longer is a Member of the
Senate or the Assembly, whichever is applicable. A vacancy on the
committee shall be filled in the same manner as the original appointment.
Three Assembly Members and three Senators who are members of the
committee shall constitute a quorum for the conduct of committee business.
Members of the committee shall receive no compensation for their work
with the committee,

(f) The committee shall meet not later than 30 days after the first day of
the regular session to choose a chairperson and to establish the schedule for
eligible agency review provided for in the statutes governing the eligible
agencies. The chairperson of the committee shall alternate every two years
between a Member of the Senate and a Member of the Assembly, and the
vice chairperson of the committee shall be a member of the opposite house
as the chairperson.

(g) This section shall not be construed to change the existing jurisdiction
of the budget or policy committees of the Legislature.
~ (h) This section shall not apply to the Bureau of Medical Marijuana
Regulation.

SEC. 6. Section 11362 775 of the Health and Safety Code is amended
to read:

11362.775. (a) Subject to subdivision (b), qualified patients, persons
with valid identification cards, and the designated primary caregivers .of
qualified patients and persons with identification cards, who associate within
the State of California in order collectively or cooperatively to cultivate
cannabis for medical purposes, shall not solely on the basis of that fact be
subject to state criminal sanctions under Section 11357, 11358, 11359,
11360, 11366, 11366.5, or 11570.

(b) This section shall remain in effect only until one year after the Bureau
of Medical Marijuana Regulation posts a notice on its Internet Web site that
the licensing authorities have commenced issuing licenses pursuant to the
Medical Marijuana Regulation and Safety Act (Chapter 3.5 (commencing
with Section 19300) of Division 8 of the Business and Professions Code),
and is repealed upon issuance of licenses.

SEC. 7. Section 147.5 is added to the Labor Code, to read:

147.5. (a) By January 1, 2017, the Division of Occupat1ona1 Safety and
Health shall convene an advisory committee to evaluate whether there is a
need to develop industry-specific regulations related to the activities of
facilities issued a license pursuant to Chapter 3.5 (commencing with Section
19300) of Division 8 of the Business and Professions Code.

(b) By July 1, 2017, the advisory committee shall present to the board
its findings and recommendations for consideration by the board. By July
1, 2017, the board shall render a decision regarding the adoption of
mdustry specific regulatlons pursuant to this section.

SEC. 8. Section 31020 is added to the Revenue and Taxation Code, to
read:

31020. The board, in consultation with the Department of Food and
Agriculture, shall adopt a system for reporting the movement of commercial
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cannabis and cannabis products throughout the distribution chain. The
system shall not be duplicative of the electronic database administered by
the Department of Food and Agriculture specified in Section 19335 of the
Business and Professions Code. The system shall also employ secure
packaging and be capable of providing information to the board. This system
shall capture, at a minimum, all of the following:

(a) The amount of tax due by the designated entity.

(b) The name, address, and license number of the designated entity that
remitted the tax.

(c) The name, address, and license number of the succeeding entity
receiving the product.

" (d) The transaction date. :

(e) Any other information deemed necessary by the board for the taxation
and regulation of marijuana and marijuana products.

SEC. 9. The provisions of this act are severable. If any provision of this
act or'its application is held invalid, that invalidity shall not affect other
provisions or applications that can be given effect without the invalid
provision or application.,

SEC. 10. The Legislature finds and declares that Section 4 of this act
which adds Section 19355 to the Business and Professions Code, thereby
imposes a limitation on the public’s right of access to the meetings of public
bodies or the writings of public officials and agencies within the meaning
" of Section 3 of Article I of the California Constitution. Pursuant to that
constitutional provision, the Legislature makes the following findings to
demonstrate the interest protected by this limitation and the need for
protecting that interest:

The limitation imposed under this act is necessary for purposes of
compliance with the federal Health Insurance Portability and Accountability
Act of 1996 (42 U.S.C. Sec. 1320d et seq.), the Confidentiality of Medical
Information Act (Part 2.6 (commencing with Section 56) of Division 1 of
the Civil Code), and the Insurance Information and Privacy Protection Act
(Article 6.6 (commencing with Section 791) of Part 2 of Division 1 of the
Insurance Code).

SEC. 11. If the Commission on State Mandates determines that this act
contains costs mandated by the state, reimbursement to local agencies and
school districts for those costs shall be made pursuant to Part 7 (commencing
with Section 17500) of Division 4 of Title 2 of the Government Code.

SEC. 12. This act shall become operative only if Senate Bill 643 and
Assembly Bill 243 of the 2015-16 Regular Session are also enacted and
become operative.
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Senate Bill No. 643

CHAPTER 719

An act to amend Sections 144, 2220.05, 2241.5, and 2242.1 of, to add
Sections 19302.1, 19319, 19320, 19322, 19323, 19324, and 19325 to, to
add Article 25 (commencing with Section 2525) to Chapter 5 of Division
-2 of, and to add Article 6 (commencing with Section 19331), Article 7.5
(commencing with Section 19335), Article 8 (commencing with Section
19337), and Article 11 {(commencing with Section 19348) to Chapter 3.5
of Division 8 of, the Business and Professions Code, relating to medical
marijuana,

[Approved by Governor October 9, 2015. Filed with
Secretary of State October 9, 2015.]

LEGISLATIVE COUNSEL’S DIGEST

SB 643, McGuire. Medical marijuana.

(1) Existing law, the Compassionate Use Act of 1996, an initiative
measure enacted by the approval of Proposition 215 at the November 6,
1996, statewide general election, authorizes the use of marijuana for medical
purposes. Existing law enacted by the Legislature requires the establishment
of a program for the issuance of identification cards to qualified patients so
that they may lawfully use marijuana for medical purposes, and requires
the establishment of guidelines for the lawful cultivation of marijuana grown
for medical use. Existing law provides for the licensure of various
professions by the Department of Consumer Affairs. Existing law, the
Sherman Food, Drug, and Cosmetic Law, provides for the regulation of
food, drugs, devices, and cosmetics, as specified. A violation of that law is
a crime.

This bill would, among other things, set forth standards for a physician
and surgeon prescribing medical cannabis and require the Medical Board
of California to prioritize its investigative and prosecutorial resources to
identify and discipline physicians and surgeons that have repeatedly
recommended excessive cannabis to patients for medical purposes or
repeatedly recommended cannabis to patients for medical purposes without
a good faith examination, as specified. The bill would require the Burean
of Medical Marijuana to require an applicant to furnish a full set of
fingerprints for the purposes of conducting criminal history record checks.
The bill would prohibit a physician and surgeon who recommends cannabis
to a patient for a medical purpose from accepting, soliciting, or offering any
form of remuneration from a facility licensed under the Medical Marijuana
Regulation and Safety Act. The bill would make a violation of this
prohibition a misdemeanor, and by creating a new crime, this bill would
impose a state-mandated local program.
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This bill would require the Governor, under the Medical Marijuana
Regulation and Safety Act, to appoint, subject to confirmation by the Senate,
a chief of the Bureau of Medical Marijuana Regulation. The act would
require the Department of Consumer Affairs to have the sole authority to
create, issue, renew, discipline, suspend, or revoke licenses for the
transportation and storage, unrelated to manufacturing, of medical marijuana,
and would authorize the department to collect fees for its regulatory activities
and impose specified duties on this department in this regard. The act would
require the Department of Food and Agriculture to administer the provisions
of the act related to, and associated with, the cultivation, and transportation
of, medical cannabis and would impose specified duties on this department
in this regard. The act would require the State Department of Public Health
to administer the provisions of the act related to, and associated with, the
manufacturing and testing of medical cannabis and would impose specified
duties on this department in this regard.

This bill would authorize counties to impose a tax upon specified
cannabis-related activity.

This bill would require an applicant for a state license pursvant to the act
to provide a statement signed by the applicant under penalty of petjury,
thereby changing the scope of a crime and imposing a state-mandated local
program,

This bill would set forth standards for the licensed cultivation of medical
cannabis, including, but not limited to, establishing duties relating to the
environmental impact of cannabis and cannabis products. The bill would
also establish state cultivator license types, as specified.

(2) This bill would provide that its provisions are severable.

(3) The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state. Statutory
provisions establish procedures for making that reimbursement.

This bill would provide that with regard to certain mandates no
reimbursement is required by this act for a specified reason. '

With regard to any other mandates, this bill would provide that, if the
Commission on State Mandates determines that the bill contains costs so
mandated by the state, reimbursement for those costs shall be made pursuant
to the statutory provisions noted above.

(4) Existing constitutional provisions require that a statute that limits the
right of access to the meeting of public bodies or the writings of public
bodies or the writings of public officials and agencies be adopted with
finding demonstrating the interest protected by the limitation and the need
for protecting that interest. The bill would make legislative findings to that
effect.

(5) The bill would become operative only if AB 266 and AB 243 of the
2015-16 Regular Session are enacted and take effect on or before January
1,2016.
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The people of the State of California do enact as follows:

SECTION 1. Section 144 of the Business and Professions Code is
amended to read: :

144. (a) Notwithstanding any other provision of law, an agency
designated in subdivision (b) shall require an applicant to furnish to the
agency a full set of fingerprints for purposes of conducting criminal history
record checks. Any agency designated in subdivision (b) may obtain and
receive, at its discretion, criminal history information from the Department
of Justice and the United States Federal Bureau of Investigation.

(b) Subdivision (a) applies to the following:

(1) California Board of Accountancy.

(2) State Athletic Commission.

(3) Board of Behavioral Sciences.

(4) Court Reporters Board of California.

(5) State Board of Guide Dogs for the Blind,

(6) California State Board of Pharmacy.

(7) Board of Registered Nursing.

(8) Veterinary Medical Board.

(9) Board of Vocational Nursing and Psychiatric Technicians.

(10) Respiratory Care Board of California.

(11) Physical Therapy Board of California.

(12) Physician Assistant Committee of the Medical Board of California.

(13) Speech-Language Pathology and Audiology and Hearing Aid
Dispenser Board.

(14) Medical Board of California.

(15) State Board of Optometry.

(16) Acupuncture Board.

(17) Cemetery and Funeral Bureau.

(18) Bureau of Security and Investigative Services.

(19) Division of Investigation.

(20) Board of Psychology.

(21) California Board of Occupational Therapy.

(22) Structural Pest Control Board.

(23) Contractors’ State License Board.

(24) Naturopathic Medicine Committee.

(25) Professional Fiduciaries Bureau.

(26) Board for Professional Engineers, Land Surveyors, and Geologists.

(27) Bureau of Medical Marijuana Regulation.

(c) Forpurposes of paragraph (26) of subdivision (b), the term “applicant”
shall be limited to an initial applicant who has never been registered or
licensed by the board or to an applicant for a new licensure or registration
category.

SEC. 2. Section 2220.05 of the Business and Professions Code is
amended to read:

2220.05. (a) In order to ensure that its resources are maximized for the
protection of the public, the Medical Board of California shall prioritize its
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investigative and prosecutorial resources to ensure that physicians and
surgeons representing the greatest threat of harm are identified and
disciplined expeditiously. Cases involving any of the following allegations
shall be handled on a priority basis, as follows, with the highest priority
being given to cases in the first paragraph:

(1) Gross negligence, incompetence, or repeated negligent acts that
involve death or serious bodily injury to one or more patients, such that the
physician and surgeon represents a danger to the public.

(2) Drug or alcohol abuse by a physician and surgeon involving death
or serious bodily injury to a patient.

(3) Repeated acts of clearly excessive prescribing, furnishing, or
administering of controlled substances, or repeated acts of prescribing,
dispensing, or furnishing of controlled substances without a good faith prior
examination of the patient and medical reason therefor. However, in no
event shall a physician and surgeon prescribing, furnishing, or administering
controlled substances for intractable pain consistent with lawful prescribing,
including, but not limited to, Sections 725, 2241.5, and 2241.6 of this code
and Sections 11159.2 and 124961 of the Health and Safety Code, be
prosecuted for excessive prescribing and prompt review of the applicability
of these provisions shall be made in any complaint that may implicate these
provisions.

(4) Repeated acts of clearly excessive recommending of cannabis to
patients for medical purposes, or repeated acts of recommending cannabis
to patients for medical purposes without a good faith prior examination of
the patient and a medical reason for the recommendation.

(5) Sexual misconduct with one or more patients during a course of
treatment or an examination.

(6) Practicing medicine while under the influence of drugs or alcohol.

{b) The board may by regulation prioritize cases involving an allegation
of conduct that is not described in subdivision (a). Those cases prioritized
by regulation shall not be assigned a priority equal to or higher than the
priorities established in subdivision (a).

(c¢) The Medical Board of California shall indicate in its annual report
mandated by Section 2312 the number of temporary restraining orders,
interim suspension orders, and disciplinary actions that are taken in each
priority category specified in subdivisions (a) and (b).

SEC. 3. Section2241.5 of the Business and Professions Code is amended
to read:

2241.5. (&) A physician and surgeon may prescribe for, or dispense or
administer to, a person under his or her treatment for a medical condition
dangerous drugs or prescription controlled substances for the treatment of
pain or a condition causing pain, including, but not limited to, intractable
pain.

(b) No physician and surgeon shall be subject to disciplinary action for
prescribing, dispensing, or administering dangerous drugs or prescription
controlled substances in accordance with this section.
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(c) This section shall not affect the power of the board to take any action
described in Section 2227 against a physician and surgeon who does any
of the following:

(1) Violates subdivision (b), (c), or (d) of Section 2234 regarding gross
negligence, repeated negligent acts, or incompetence.

(2) Violates Section 2241 regarding treatment of an addict.

(3) Violates Section 2242 or 2525.3 regarding performing an appropriate
prior examination and the existence of a medical indication for prescribing,
dispensing, or furnishing dangerous drugs or recommending medical
cannabis.

(4) Violates Section 2242.1 regarding prescribing on the Internet.

(5) Fails to keep complete and accurate records of purchases and disposals
of substances listed in the California Uniform Controlled Substances Act
(Division 10 (commencing with Section 11000) of the Health and Safety
Code) or controlled substances scheduled in the federal Comprehensive
Drug Abuse Prevention and Control Act of 1970 (21 U.S.C. Sec. 801 et
seq.), ot pursuant to the federal Comprehensive Drug Abuse Prevention and
Control Act of 1970. A physician and surgeon shall keep records of his or
her purchases and disposals of these controlled substances or dangerous
drugs, including the date of purchase, the date and records of the sale or
disposal of the drugs by the physician and surgeon, the name and address
of the person receiving the drugs, and the reason for the disposal or the
dispensing of the drugs to the person, and shall otherwise comply with all
state recordkeeping requirements for controlled substances.

(6) Writes false or fictitious prescriptions for controlled substances listed
in the California Uniform Controlled Substances Act or scheduled in the
federal Comprehensive Drug Abuse Prevention and Control Act of 1970.

(7) Prescribes, administers, or dispenses in violation of this chapter, or
in violation of Chapter 4 (commencing with Section 11150} or Chapter 5
(commencing with Section 11210) of Division 10 of the Health and Safety
Code.

{d) A physician and surgeon shall exercise reasonable care in determining
whether a particular patient or condition, or the complexity of a patient’s
treatment, including, but not limited to, a current or recent pattern of drug
abuse, requires consultation with, or referral to, a more qualified specialist.

(e) Nothing in this section shall prohibit the governing body ofa hospital
from taking disciplinary actions against a physician and surgeon pursuant
to Sections 809.05, 809.4, and 809.5. ,

SEC. 4. Section 2242.1 of the Business and Professions Code is amended
to read:

2242.1. (a) No person or entity may prescribe, dispense, or furnish, or
cause to be prescribed, dispensed, or furnished, dangerous drugs or dangerous
devices, as defined in Section 4022, on the Internet for delivery to any person
in this state, without an appropriate prior examination and medical indication,
except as authorized by Section 2242.

(b) Notwithstanding any other provision of law, a violation of this section
may subject the person or entity that has committed the violation to either
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a fine of up to twenty-five thousand dollars (§25,000) per occurrence
pursuant to a citation issued by the board or a civil penalty of twenty-five
thousand dollars ($25,000) per occurrence.

(c) The Attorney General may bring an action to enforce this section and
to collect the fines or civil penalties authorized by subdivision (b).

(d) For notifications made on and after January 1, 2002, the Franchise
Tax Board, upon notification by the Attorney General or the board of a final
judgment in an action brought under this section, shall subtract the amount
of the fine or awarded civil penalties from any tax refunds or lottery winnings
due to the person who is a defendant in the action using the offset authority
under Section 12419.5 of the Government Code, as delegated by the
Controller, and the processes as established by the Franchise Tax Board for
this purpose. That amount shall be forwarded to the board for deposit in the
Contingent Fund of the Medical Board of California.

(e) Ifthe person or entity that is the subject of an action brought pursuant
to this section is not a resident of this state, a violation of this section shall,
if applicable, be reported to the person’s or entity’s appropriate professional
licensing authority.

(f) Nothing in this section shall prohibit the board from commencing a
disciplinary action against a physician and surgeon pursuant to Section 2242
or 2525.3.

SEC. 5. Article 25 (commencing with Section 2525) is added to Chapter
5 of Division 2 of the Business and Professions Code, to read:

Article 25. Recommending Medical Cannabis

2525. (a) Itis unlawful for a physician and surgeon who recommends
cannabis to a patient for a medical purpose to accept, solicit, or offer any
form of remuneration from or to a facility issued a state license pursuant to
Chapter 3.5 (commencing with Section 19300) of Division 8, if the physician
and surgeon or his or her immediate family have a financial interest in that
facility.

(b) For the purposes of this section, “financial interest” shall have the
same meaning as in Section 650.01.

{c) A violation of this section shall be a misdemeanor punishable by up
to one year in county jail and a fine of up to five thousand dollars (§5,000)
ot by civil penalties of up to five thousand dollars (35,000) and shall
constitute unprofessional conduct.

2525.1. The Medical Board of California shall consult with the California
Marijuana Research Program, known as the Center for Medicinal Cannabis
Research, authorized pursuant to Section 11362.9 of the Health and Safety
Code, on developing and adopting medical guidelines for the appropriate
administration and use of medical cannabis.

2525.2. An individnal who possesses a license in good standing to
practice medicine or osteopathy issued by the Medical Board of California
or the Osteopathic Medical Board of California shall not recommend medical
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cannabis to a patient, unless that person is the patient’s attending physician,
as defined by subdivision (a) of Section 11362.7 of the Health and Safety
Code.

2525.3. Recommending medical cannabis to a patient for a medical
purpose without an appropriate prior examination and a medical indication
constitutes unprofessional conduct. ‘

25254, It is unprofessional conduct for any attending physician
recommending medical cannabis to be employed by, or enter into any other
agreement with, any person or entity dispensing medical cannabis.

2525.5. (a) A person shall not distribute any form of advertising for
physician recommendations for medical cannabis in California unless the
advertisement bears the following notice to consumers:

NOTICE TO CONSUMERS: The Compassionate Use Act of 1996 ensures
that seriously ill Californians have the right to obtain and use cannabis for
medical purposes where medical use is deemed appropriate and has been
recommended by a physician who has determined that the person’s health
would benefit from the use of medical cannabis. Recommendations must
come from an attending physician as defined in Section 11362.7 of the
Health and Safety Code. Cannabis is a Schedule 1 drug according to the
federal Controlled Substances Act. Activity related to cannabis use is subject
to federal prosecution, regardless of the protections provided by state law.

(b) Advertising for attending physician recommendations for medical
cannabis shall meet all of the requirements in Section 651. Price advertising
shall not be fraudulent, deceitful, or misleading, including statements or
advertisements of bait, discounts, premiums, gifts, or statements of a similar
nature.

SEC. 6. Section 19302.1 is added to the Business and Professions Code,
to read:

19302.1. (a) The Governor shall appoint a chief of the bureau, subject
to confirmation by the Senate, at a salary to be fixed and determined by the
director with the approval of the Director of Finance. The chief shall serve
under the direction and supervision of the director and at the pleasure of the
Governor,

(b) Every power granted to or duty imposed upon the director under this
chapter may be exercised or performed in the name of the director by a
deputy or assistant director or by the chief, subject to conditions and
limitations that the director may prescribe. In addition to every power granted
or duty imposed with this chapter, the director shall have all other powers
and duties generally applicable in relation to bureaus that are part of the
Department of Consumer Affairs,

(c¢) The director may employ and appoint all employees necessary to
propetly administer the work of the bureau, in accordance with civil service
laws and regulations.

(d) The Department of Consumer Affairs shall have the sole authority
to create, issue, renew, discipline, suspend, or revoke licenses for the
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transportation, storage unrelated to manufacturing activities, distribution,
and sale of medical marijuana within the state and to collect fees in
connection with activities the bureau regulates. The burean may create
licenses in addition to those identified in this chapter that the bureau deems
necessary to effectuate its duties under this chapter.

(¢) The Department of Food and Agriculture shall administer the
provisions of this chapter related to and associated with the cultivation of
medical cannabis. The Department of Food and Agriculture shall have the
authority to create, issue, and suspend or revoke cultivation licenses for
violations of this chapter. The State Department of Public Health shall
administer the provisions of this chapter related to and associated with the
manufacturing and testing of medical cannabis.

SEC. 7. Section 19319 is added to the Business and Professions Code,
to read:

19319. (a) A qualified patient, as defined in Section 11362.7 of the
Health and Safety Code, who cultivates, possesses, stores, manufactures,
or transports cannabis exclusively for his or her personal medical use but
who does not provide, donate, sell, or distribute cannabis to any other person
is not thereby engaged in commercial cannabis activity and is therefore
exempt from the licensure requirements of this chapter.

(b) A primary caregiver who cultivates, possesses, stores, manufactures,
transports, donates, or provides cannabis exclusively for the personal medical
purposes of no more than five specified qualified patients for whom he or
she is the primary caregiver within the meaning of Section 11362.7 of the
Health and Safety Code, but who does not receive remuneration for these
activities except for compensation in full compliance with subdivision (c)
of Section 11362.765 of the Health and Safety Code, is exempt from the
licensure requirements of this chapter.

SEC. 8. Section 19320 is added to the Business and Professions Code,
to read:

19320. (a) Licensing authorities administering this chapter may issue
state licenses only to qualified applicants engaging in commercial cannabis
activity pursuant to this chapter. Upon the date of implementation of
regulations by the licensing authority, no person shall engage in commercial
cannabis activity without possessing both a state license and a local permit,
license, or other authorization, A licensee shall not commence activity under
the authority of a state license until the applicant has obtained, in addition
to the state license, a license or permit from the local jurisdiction in which
he or she proposes to operate, following the requirements of the applicable
local ordinance. ,

(b) Revocation of a local license, permit, or other authorization shall
terminate the ability of a medical cannabis business to operate within that
local jurisdiction until the local jurisdiction reinstates or reissues the local
license, permit, or other required authorization. Local authorities shall notify
the bureau upon revocation of a local license. The bureau shall inform
relevant licensing authorities.
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(c) Revocation of a state license shall terminate the ability of a medical
cannabis licensee to operate within California until the licensing authority
reinstates or reissues the state license. Each licensee shall obtain a separate
license for each location where it engages in commercial medical cannabis
activity. However, transporters only need to obtain licenses for each physical
location where the licensee conducts business while not in transport, or any
equipment that is not currently transporting medical cannabis or medical
cannabis products, permanently resides.

(d) In addition to the provisions of this chapter, local jurisdictions retain
the power to assess fees and taxes, as applicable, on facilities that are licensed
pursuant to this chapter and the business activities of those licensees.

(e) Nothing in this chapter shall be construed to supersede or limit state
agencies, including the State Water Resources Control Board and Department
of Fish and Wildlife, from establishing fees to support their medical cannabis
regulatory programs.

SEC. 9. Section 19322 is added to the Business and Professions Code,
to read:

19322. (a) A person or entity shall not submit an application for a state
license issued by the department pursuant to this chapter unless that person
or entity has received a license, permit, or authorization by a local
jurisdiction. An applicant for any type of state license issued pursuant to
this chapter shall do all of the following:

(1) Electronically submit to the Department of Justice fingerprint images
and related information required by the Department of Justice for the purpose
of obtaining information as to the existence and content of a record of state
or federal convictions and arrests, and information as to the existence and
content of a record of state or federal convictions and arrests for which the
Department of Justice establishes that the person is free on bail or on his or
her own recognizance, pending trial or appeal.

(A) The Department of Justice shall provide a response to the licensing
authority pursuant to paragraph (1) of subdivision (p) of Section 11105 of
the Penal Code.

(B) The licensing authority shall request from the Department of Justice
subsequent notification service, as provided pursuant to Section 11105.2 of
the Penal Code, for applicants.

(C) The Department of Justice shall charge the applicant a fee sufficient
to cover the reasonable cost of processing the requests described in this
paragraph. ‘

(2) Provide documentation issued by the local jurisdiction in which the
proposed business is operating certifying that the applicant is or will be in
compliance with all local ordinances and regulations.

(3) Provide evidence of the legal right to occupy and use the proposed
location. For an applicant seeking a cultivator, distributor, manufacturing,
or dispensary license, provide a statement from the owner of real property
or their agent where the cultivation, distribution, manufacturing, or
dispensing commercial medical cannabis activities will occur, as proof to
demonstrate the landowner has acknowledged and consented to permit
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cultivation, distribution, manufacturing, or dispensary activities to be
conducted on the property by the tenant applicant.

(4) Ifthe application is for a cultivator or a dispensary, provide evidence
that the proposed location is located beyond at least a 600-foot radius from
a school, as required by Section 11362.768 of the Health and Safety Code.

(5) Provide a statement, signed by the applicant under penalty of perjury,
that the information provided is complete, true, and accurate.

(6) (A) For an applicant with 20 or more employees, provide a statement
that the applicant will enter into, or demonstrate that it has already entered
into, and abide by the terms of a labor peace agreement.

(B) For the purposes of this paragraph, “employee” does not include a
supervisor.

(C) For purposes of this paragraph, “supervisor” means an individual
having authority, in the interest of the licensee, to hire, transfer, suspend,
lay off, recall, promote, discharge, assign, reward, or discipline other
employees, or responsibility to direct them or to adjust their grievances, or
effectively to recommend such action, if, in connection with the foregoing,
the exercise of that authority is not of a merely routine or clerical nature,
but requires the use of independent judgment.

(7) Provide the applicant’s seller’s permit number issued pursuant to Part
1 (commencing with Section 6001) of Division 2 of the Revenue and
Taxation Code or indicate that the applicant is currently applying for a
seller’s permit.

(8) Provide any other information required by the licensing authority.

(9) For an applicant seeking a cultivation license, provide a statement
declaring the applicant is an “agricultural employer,” as defined in the
Alatorre-Zenovich-Dunlap-Berman Agricultural Labor Relations Act of
1975 (Part 3.5 (commencing with Section 1140) of Division 2 of the Labor
Code), to the extent not prohibited by law.

(10) For an applicant seeking licensure as a testing laboratory, register
with the State Department of Public Health and provide any information
required by the State Department of Public Health.

(11) Pay all applicable fees required for licensure by the licensing
authority. '

(b) Forapplicants seeking licensure to cultivate, distribute, or manufacture
medical cannabis, the application shall also include a detailed description
of the applicant’s operating procedures for all of the following, as required
by the licensing authority: :

(1) Caultivation.

(2) Extraction and infusion methods.

(3) The transportation process.

(4) Inventory procedures.

(5) Quality control procedures.

SEC. 10. Section 19323 is added to the Business and Professions Code,
to read:
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19323, (a) The licensing authority shall deny an application if either
the applicant or the premises for which a state license is applied do not
qualify for licensure under this chapter. '

(b) The licensing authority may deny the application for licensure or
renewal of a state license if any of the following conditions apply:

(1) Failure to comply with the provisions of this chapter or any rule or
regulation adopted pursuant to this chapter, including but not limited to,
any requirement imposed to protect natural resources, instream flow, and
water quality pursuant to subdivision (a) of Section 19332.

(2) Conduct that constitutes grounds for denial of licensure pursuant to
Chapter 2 (commencing with Section 480) of Division 1.5.

(3) A local agency has notified the licensing authority that a licensee or
applicant within its jurisdiction is in violation of state rules and regulation
relating to commercial cannabis activities, and the licensing authority,
through an investigation, has determined that the violation is grounds for
termination or revocation of the license. The licensing authority shall have
the authority to collect reasonable costs, as determined by the licensing
authority, for investigation from the licensee or applicant.

(4) The applicant has failed to provide information required by the
licensing authority.

(5) The applicant or licensee 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 licensing
authority determines that the applicant or licensee is otherwise suitable to
be issued a license and granting the license would not compromise public
safety, the licensing authority shall 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 or licensee
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 licensing authority shall include, but not be limited to, the
following:

(A) A felony conviction for the illegal possession for sale, sale,
manufacture, transportation, or cultivation of a controlled substance.

(B) A violent felony conviction, as specified in subdivision (c) of Section
667.5 of the Penal Code.

(C) A serious felony conviction, as specified in subdivision (¢) of Section
1192.7 of the Penal Code.

(D) A felony conviction involving fraud, deceit, or embezzlement.

(6) The applicant, or any of its officers, directors, or owners, is a licensed
physician making patient recommendations for medical cannabis pursuant
to Section 11362.7 of the Health and Safety Code.

(7) The applicant or any of its officers, directors, or owners has been
subject to fines or penalties for cultivation or production of a controlled
substance on public or private lands pursuant to Section 12025 or 12025.1
of the Fish and Game Code. ‘
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(8) The applicant, or any of its officers, directors, or owners, has been
sanctioned by a licensing authority or a city, county, or city and county for
unlicensed commercial medical cannabis activities or has had a license
revoked under this chapter in the three years immediately preceding the
date the application is filed with the licensing authority.

(9) Failure to obtain and maintain a valid seller’s permit required pursuant
to Part 1 (commencing with Section 6001) of Division 2 of the Revenue
and Taxation Code.

SEC. 11. Section 19324 is added to the Business and Professions Code,
to read:

19324, Upon the denial of any application for a license, the licensing
- authority shall notify the applicant in writing. Within 30 days of service of
the notice, the applicant may file a written petition for a license with the
licensing authority. Upon receipt of a timely filed petition, the licensing
authority shall set the petition for hearing. The hearing shall be conducted
in accordance with Chapter 5 (commencing with Section 11500) of Part 1
of Division 3 of Title 2 of the Government Code, and the director of each
licensing authority shall have all the powers granted therein.

SEC. 12. Section 19325 is added to the Business and Professions Code,
to read:

19325. An applicant shall not be denied a state license if the denial is
based solely on any of the following:

(a) A conviction or act that is substantially related to the qualifications,
functions, or duties of the business or profession for which the application
is made for which the applicant or licensee has obtained a certificate of
rehabilitation pursuant to Chapter 3.5 (commencing with Section 4852.01)
of Title 6 of Part 3 of the Penal Code. -

(b) A conviction that was subsequently dismissed pursuant to Section
1203.4, 1203 .4a, or 1203.41 of the Penal Code.

SEC. 13. Article 6 (commencing with Section 19331) is added to Chapter
3.5 of Division 8 of the Business and Professions Code, to read:

Article 6. Licensed Cultivation Sites

19331. The Legislature finds and declares all of the following:

(a) The United States Environmental Protection Agency has not
established appropriate pesticide tolerances for, or permitted the registration
and lawful use of, pesticides on cannabis crops intended for human
consumption pursuant to the Federal Insecticide, Fungicide, and Rodenticide
Act (7U.S.C. 136 et seq.).

(b) The use of pesticides is not adequately regulated due to the omissions
in federal law, and cannabis cultivated in California for California patients
can and often does contain pesticide residues.

(c) Lawful California medical cannabis growers and caregivers urge the
Department of Pesticide Regulation to provide guidance, in absence of
federal guidance, on whether the pesticides currently used at most cannabis
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cultivation sites are actually safe for use on cannabis intended for human
consumption.

19332, (a) The Department of Food and Agriculture shall promulgate
regulations governing the licensing of indoor and outdoor cultivation sites.

(b) The Department of Pesticide Regulation, in consultation with the
Department of Food and Agriculture, shall develop standards for the use of
pesticides in cultivation, and maximum tolerances for pesticides and other
foreign object residue in harvested cannabis.

(¢) The State Department of Public Health shall develop standards for
the production and labeling of all edible medical cannabis products.

(d) The Department of Food and Agriculture, in consultation with the
Department of Fish and Wildlife and the State Water Resources Control
Board, shall ensure that individual and cumulative effects of water diversion
and discharge associated with cultivation do not affect the instream flows
needed for fish spawning, migration, and rearing, and the flows needed to
maintain natural flow variability.

(e) The Department of Food and Agriculture shall have the authority
necessary for the implementation of the regulations it adopts pursuant to
this chapter. The regulations shall do all of the following:

(1) Provide that weighing or measuring devices used in connection with
the sale or distribution of medical cannabis are required to meet standards
equivalent to Division 5 (commencing with Section 12001).

(2) Require that cannabis cultivation by licensees is conducted in
accordance with state and local laws related to land conversion, grading,
electricity usage, water usage, agricultural discharges, and similar matters.
Nothing in this chapter, and no regulation adopted by the department, shall
be construed to supersede or limit the authority of the State Water Resources
Control Board, regional water quality control boards, or the Department of
Fish and Wildlife to implement and enforce their statutory obligations or
to adopt regulations to protect water quality, water supply, and natural
resources.

(3) Establish procedures for the issuance and revocation of unique
identifiers for activities associated with a cannabis cultivation license,
pursuant to Article 8 (commencing with Section 19337). All cannabis shall
be labeled with the unique identifier issued by the Department of Food and
Agriculture. ' :

(4) Prescribe standards, in consultation with the bureau, for the reporting
of information as necessary related to unique identifiers, pursuant to Article
8 (commencing with Section 19337).

(f) The Department of Pesticide Regulation, in consultation with the
State Water Resources Control Board, shall promulgate regulations that
require that the application of pesticides or other pest control in connection
with the indoor or outdoor cultivation of medical cannabis meets standards
equivalent to Division 6 (commencing with Section 11401} of the Food and
Agricultural Code and its implementing regulations,

(g) State cultivator license types issued by the Department of Food and
Agriculture include:
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(1) Type 1, or “specialty outdoor,” for outdoor cultivation using no
artificial lighting of less than or equal to 5,000 square feet of total canopy
size on one premises, or up to 50 mature plants on noncontiguous plots.

(2) Type 1A, or “specialty indoor,” for indoor cultivation using
exclusively artificial lighting of less than or equal to 5,000 square feet of
total canopy size on one premiises.

(3) Type 1B, or “specialty mixed-light,” for cultivation using a
combination of natural and supplemental artificial lighting at a maximum
threshold to be determined by the licensing authority, of less than or equal
to 5,000 square feet of total canopy size on one premises.

(4) Type 2, or “small outdoor,” for outdoor cultivation using no artificial
lighting between 5,001 and 10,000 square feet, inclusive, of total canopy
size on one premises.

(5) Type 2A, or “small indoor,” for indoor cultivation using exclusively
artificial lighting between 5,001 and 10,000 square feet, inclusive, of total
canopy size on one premises.

(6) Type 2B, or “small mixed-light,” for cultivation using a combination
of natural and supplemental artificial lighting at a maximum threshold to
be determined by the licensing authority, between 5,001 and 10,000 square
fect, inclusive, of total canopy size on one premises.

(7) Type 3, or “outdoor,” for outdoor cultivation using no artificial
lighting from 10,001 square feet to one acre, inclusive, of total canopy size
on one premises. The Department of Food and Agriculture shall limit the
number of licenses allowed of this type. ]

(8) Type 3A, or “indoor,” for indoor cultivation using exclusively artificial
lighting between 10,001 and 22,000 square feet, inclusive, of total canopy
size on one premises, The Department of Food and Agriculture shall limit
the number of licenses allowed of this type.

(9) Type 3B, or “mixed-light,” for cultivation using a combination of
natural and supplemental artificial lighting at a maximum threshold to be
determined by the licensing authority, between 10,001 and 22,000 square
feet, inclusive, of total canopy size on one premises. The Department of
Food and Agriculture shall limit the number of licenses allowed of this type.

(10) Type 4, or “nursery,” for cultivation of medical cannabis solely as
a nursery. Type 4 licensees may transport live plants.

19332.5. (a) Not later than January I, 2020, the Department of Food
and Agriculture in conjunction with the bureau, shall make available a
certified organic designation and organic certification program for medical
marijuana, if permitted under federal law and the National Organic Program
(Section 6517 of the federal Organic Foods Production Act of 1990 (7 U.S.C.
Sec. 6501 et seq.)), and Article 7 (commencing with Section 110810) of
Chapter 5 of Part 5 of Division 104 of the Health and Safety Code.

(b) The bureau may establish appellations of origin for marijuana grown
in California.

{c) It is unlawful for medical marijuana to be marketed, labeled, or sold
as grown in a California county when the medical marijuana was not grown
in that county.
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(d) It is unlawful to use the name of a California county in the labeling,
marketing, or packaging of medical marijuana products nnless the product
was grown in that county. :

19333, Anemployee engaged in commercial cannabis cultivation activity
shall be subject to Wage Order 4-2001 of the Industrial Welfare Commission.

SEC. 14. Article 7.5 (commencing with Section 19335) is added to
Chapter 3.5 of Division 8 of the Business and Professions Code, to read:

Article 7.5. Unique Identifier and Track and Trace Program

19335, (a) The Department of Food and Agriculture, in consultation
with the bureau, shall establish a track and trace program for reporting the
movement of medical marijuana items throughout the distribution chain
that utilizes a unique identifier pursuant to Section 11362.777 of the Health
and Safety Code and secure packaging and is capable of providing
information that captures, at a minimum, all of the following:

(1) The licensee receiving the product.

(2) The transaction date,

(3) The cultivator from which the product originates, including the
associated unique identifier, pursuant to Section 11362.777 of the Health
and Safety Code.

(b) (1) The Department of Food and Agriculture shall create an electronic
database containing the electronic shipping manifests which shall include,
but not be limited to, the following information:

(A) The quantity, or weight, and variety of products shipped.

(B) The estimated times of departure and arrival.

(C) The quantity, or weight, and variety of products received.

(D) The actual time of departure and arrival.

(E) A categorization of the product.

(F) The license number and the unique identifier pursuant to Section
11362.777 of the Health and Safety Code issued by the licensing authority
for all licensees involved in the shipping process, including cultivators,
transporters, distributors, and dispensaries.

(2) (A) The database shall be designed to flag irregularities for all
licensing authorities in this chapter to investigate, All licensing authorities
pursuant to this chapter may access the database and share information
related to licensees under this chapter, including social security and
individual taxpayer identifications notwithstanding Section 30.

(B) The Department of Food and Agriculture shall immediately inform
the bureau upon the finding of an irregularity or suspicious finding related
to a licensee, applicant, or commercial cannabis activity for investigatory
purposes.

(3) Licensing authorities and state and local agencies may, at any time,
inspect shipments and request documentation for current inventory.

(4) The bureau shall have 24-hour access to the electronic database
administered by the Department of Food and Agriculture.
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(5) The Department of Food and Agriculture shall be authorized to enter
into memoranda of understandings with licensing authorities for data sharing
purposes, as deemed necessary by the Department of Food and Agriculture.

(6) Information received and contained in records kept by the Department
of Food and Agriculture or licensing authorities for the purposes of
administering this section are confidential and shall not be disclosed pursuant
to the California Public Records Act (Chapter 3.5 (commencing with Section
6250) of Division 7 of Title 1 of the Government Code), except as necessary
for authorized employees of the State of California or any city, county, or
city and county to perform official duties pursuant to this chapter or a local
ordinance.

(7) Upon the request of a state or local law enforcement agency, licensing
authorities shall allow access to or provide information contained within
the database to assist law enforcement in their duties and responsibilities
pursuant to this chapter.

19336. (a) Chapter 4 (commencing with Section 55121) of Part 30 of
Division 2 of the Revenue and Taxation Code shall apply with respect to
the bureau’s collection of the fees, civil fines, and penalties imposed pursuant
to this chapter.

(b) Chapter 8 (commencing with Section 55381) of Part 30 of Division
2 of the Revenue and Taxation Code shall apply with respect to the disclosure
of information under this chapter.

SEC. 15. Article 8 (commencing with Section 19337) is added to Chapter
3.5 of Division 8 of the Business and Professions Code, to read:

Article 8. Licensed Transporters

19337. (a) A licensee authorized to transport medical cannabis and
medical cannabis products between licenses shall do so only as set forth in
this chapter.

(b) Prior to transporting medical cannabis or medical cannabis products,
a licensed transporter of medical cannabis or medical cannabis products
shall do both of the following:

(1) Complete an electronic shipping manifest as prescribed by the
licensing authority. The shipping manifest must include the unique identifier,
pursuant to Section 11362.777 of the Health and Safety Code, issued by the
Department of Food and Agriculture for the original cannabis product.

(2) Securely transmit the manifest to the bureau and the licensee that will
receive the medical cannabis product. The bureau shall inform the
Department of Food and Agriculture of information pertaining to commercial
cannabis activity for the purpose of the track and trace program identified
in Section 19335,

(c) During transportation, the licensed transporter shall maintain a
physical copy of the shipping manifest and make it available upon request
to agents of the Department of Consumer Affairs and law enforcement
officers.
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(d) The licensee receiving the shipment shall maintain each electronic
shipping manifest and shall make it available upon request to the Department
of Consumer Affairs and any law enforcement officers.

(e) Upon receipt of the transported shipment, the licensee receiving the
shipment shall submit to the licensing agency a record verifying receipt of
the shipment and the details of the shipment,

(f) Transporting, or arranging for or facilitating the transport of, medical
cannabis or medical cannabis products in violation of this chapter is grounds
for disciplinary action against the license.

19338. (a) This chapter shall not be construed to authorize or permit a
licensee to transport or cause to be transported cannabis or cannabis products
outside the state, unless authorized by federal law.

(b) A local jurisdiction shall not prevent transportation of medical
cannabis or medical cannabis products on public roads by a licensee
transporting medical cannabis or medical cannabis products in compliance
with this chapter.

SEC. 16. Article 11 (commencing with Section 19348) is added to
Chapter 3.5 of Division 8 of the Business and Professions Code, to read:

Article 11. Taxation

19348, (a) (1) A county may impose a tax on the privilege of cultivating,
dispensing, producing, processing, pteparing, storing, providing, donating,
selling, or distributing medical cannabis or medical cannabis products by a
licensee operating pursuant to this chapter.

(2) The board of supervisors shall specify in the ordinance proposing the
tax the activities subject to the tax, the applicable rate or rates, the method
of apportionment, if necessary, and the manner of collection of the tax. The
tax may be imposed for general governmental purposes or for purposes
specified in the ordinance by the board of supervisors.

(3) In addition to any other method of collection authorized by law, the
board of supervisors may provide for the collection of the tax imposed
pursuant to this section in the same manner, and subject to the same penalties
and priority of lien, as other charges and taxes fixed and collected by the
county. A tax imposed pursuant to this section is a tax and not a fee or
special assessment. The board of supervisors shall specify whether the tax
applies throughout the entire county or within the unincorporated area of
the county.

(4) The tax authorized by this section may be imposed upon any or all
of the activities set forth in paragraph (1), as specified in the ordinance,
regardless of whether the activity is undertaken individually, collectively,
or cooperatively, and regardless of whether the activity is for compensation
or gratuitous, as determined by the board of supervisors.

(b) A tax imposed pursuant to this section shall be subject to applicable
voter approval requirements imposed by law.
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(c) This section is declaratory of existing law and does not limit or
prohibit the levy or collection of any other fee, charge, or tax, or a license
or service fee or charge upon, or related to, the activities set forth in
subdivision (a) as otherwise provided by law. This section shall not be
construed as a limitation upon the taxing authority of a county as provided
by law.

y(d) This section shall not be construed to authorize a county to impose
a sales or use tax in addition to the sales and use tax imposed under an
ordinance conforming to the provisions of Sections 7202 and 7203 of the
Revenue and Taxation Code. ,

SEC. 17. The provisions of this act are severable. If any provision of
this act or its application is held invalid, that invalidity shall not affect other
provisions or applications that can be given effect without the invalid
provision or application.

SEC. 18. The Legislature finds and declares that Section 14 of this act,
which adds Section 19335 to the Business and Professions Code, thereby
imposes a limitation on the public’s right of access to the meetings of public
bodies or the writings of public officials and agencies within the meaning
of Section 3 of Article 1 of the California Constitution. Pursuant to that
constitutional provision, the Legislature makes the following findings to
demonstrate the interest protected by this limitation and the need for
protecting that interest:

The limitation imposed under this act is necessary for purposes of
compliance with the federal Health Insurance Portability and Accountability
Act of 1996 (42 U.S.C. Sec. 1320d et seq.), the Confidentiality of Medical
Information Act (Part 2.6 (commencing with Section 56) of Division 1 of
the Civil Code), and the Insurance Information and Privacy Protection Act
(Article 6.6 (commencing with Section 791) of Part 2 of Division 1 of the
Insurance Code).

SEC. 19. No reimbursement is required by this act pursuant to Section
6 of Article XI1IB of the California Constitution for certain costs that may
be incurred by a local agency or school district because, in that regard, this

"act creates a new crime or infraction, eliminates a crime or infraction, or
changes the penalty for a crime or infraction, within the meaning of Section
17556 of the Government Code, or changes the definition of a crime within
the meaning of Section 6 of Article XIIIB of the California Constitution.

However, if the Commission on State Mandates determines that this act
contains other costs mandated by the state, reimbursement to local agencies
and school districts for those costs shall be made pursuant to Part 7
(commencing with Section 17500) of Division 4 of Title 2 of the Government
Code.

SEC. 20. This act shall become operative only if Assembly Bill 266 and
Assembly Bill 243 of the 2015-16 Session are enacted and take effect on
or before Jannary 1, 2016.
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PROPOSITION MARIJUANA LEGALIZATION.
6 4 INITIATIVE STATUTE.

OFFIGIAL TITLE AND SUMMARY

PREPARED BY THE ATTORNEY GENERAL

e |egalizes marijuana under state law, for
use by adults 21 or older.

e Designates state agencies fo license and
regulate marijuana industry.

e Imposes state excise tax of 15% on retail
sales of marijuana, and state cultivation
taxes on marijuana of $9.25 per ounce of
flowers and $2.75 per ounce of leaves.

e Exempts medical marijuana from some
taxation.

e Establishes packaging, labeling,
advertising, and marketing standards and
restrictions for marijuana products.

e Prohibits marketing and advertising
marijuana directly to minors.

e Allows local regulation and taxation of
marijuana.

e Authorizes resentencing and destruction of
records for prior marijuana convictions.

SUMMARY OF LEGISLATIVE ANALYST'S ESTIMATE
OF NET STATE AND LOCAL GOVERNMENT FISCAL
IMPACT:

e The size of the measure’s fiscal effects
could vary significantly depending on:
(1) how state and local governments
choose to regulate and tax marijuana,
(2) whether the federal government
enforces federal laws prohibiting
marijuana, and

-~ (3) how marijuana prices and

consumption change under the
measure,

¢ Net additional state and local tax revenues
that could eventually range from the
high hundreds of millions of dollars to .
over $1 billion annually. Most of these
funds would be required to be spent for
specific purposes such as youth programs,
environmental protection, and law
enforcement.

¢ Net reduced costs potentially in the tens
of millions of dollars annually to state
and local governments primarily related
to a decline in the number of marijuana
offenders held in state prisons and county
jails.

ANALYSIS BY THE LEGISLATIVE ANALYST
BACKGROUND

State Marijuana Laws

Marijuana Generally lllegal Under State Law.
Under current state law, it is generally illegal
to possess or use marijuana. (Please see the
nearby box for detailed information on how
marijuana is used.) Penalties for marijuana-
related activities vary depending on the
offense. For example, possession of less than
one ounce of marijuana (the equivalent of
roughly 40 marijuana cigarettes, also known
as “joints") is punishable by a fine, while
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selling or growing marijuana may result in a
jail or prison sentence.

Proposition 215 Legalized Medical Marijuana.
In 1996, voters approved Proposition 215,
which made it legal under state law for
individuals of any age to use marijuana in
California for medical purposes. Individuals
must have a recommendation from a doctor
to use medical marijuana. In 2003, the
Legislature legalized medical marijuana
collectives, which are nonprofit organizations
that grow and provide marijuana to their
members. Collectives are not now licensed



MARIJUANA LEGALIZATION. PROPOSITION
INITIATIVE STATUTE.

ANALYSIS BY THE LEGISLATIVE ANALYST

CONTINUED

How do Individuals Use Marijuana?

Smoking. The most common way individuals use marijuana is by smokmg if. Typlcally,
users smoke the dried flowers of the marijuana plant. Dried marijuana leaves can

also be smoked but this is rare because leaves contain only small amounts of
tetrahydrocannabinol (THC), which is the ingredient in marijuana that produces a
“hlgh " Marijuana leaves, flowers, and stalks can also be processed into concentrated
marijuana and smoked. Examples of concentrated marijuana include hash and hash oil.
Concentrated marijuana is much stronger than dried marijuana, often contalnlng five to
ten times the THC levels found in dried marijuana flowers.

Vaporizing. Some users consume marijuana with devices called vaporizers. A vaporlzer
heats up dried marijuana or concentrated marijuana but does not burn it. This heatmg
process creates a gas containing THC that is inhaled.

Eating. Marijuana can also be added to food. Edible maruuana products are typically made
by adding THC from the plant into ingredients (like butter or o:l) that are used to prepare
foods such as brownies, cookies, or chocolate bars.

Other Methods. Other less common ways of using marijuana include drinking beverages
mfused with marijuana and rubbing marijuana infused lotions on the skin.

or regulated by the state, but cities and
counties can regulate where and how
medical marijuana is grown and sold by
individuals or collectives.

State Currently Adopting New Medical
Marijuana Regulations. Recently, new state
laws were adopted to begin regulating
medical marijuana. As shown in Figure 1, a
new Bureau of Medical Cannabis Regulation
and other state agencies are responsible for
this regulation. The new laws require the

state to set standards for labelling, testing,
and packaging medical marijuana products
and to develop a system to track such
products from production to sale. Currently,
these regulations are being developed by
the different regulatory agencies. Under the
new laws, medical marijuana collectives
must be closed within a few years and
replaced by state-licensed businesses.
Local governments will continue to have the
ability to regulate where and how medical

Figure 1

Medical Marijuana Industry to Be Regulated by Multiple State Agencies

Regulatory Agency

Primary Responsibilities

Bureau of Medical Cannabis Regulation

Department of Food and Agriculture
Department of Public Health

State Water Resources Control Board
quality.
Department of Fish and Wildlife

Department of Pesticide Regulation
R

License medical marijuana distributors, transporters, testing facilities,
and retailers,

License and regulate medical marijuana growers.
License and regulate producers of edible marijuana products.

Regulate the environmental impacts of rharijuana growing on water

Regulate environmental impacts of marijuana growing.
Regulate pesticide use for growing marijuana.

For the full text of Proposition 64, see page 178.
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PROPOSITION - MARTJUANA LEGALIZATION.
INITIATIVE STATUTE.

ANALYSIS BY THE LEGISLATIVE ANALYST
marijuana businesses operate.

Taxes on Medical Marijuana. State and local
governments currently collect sales tax on
medical marijuana. A small number of cities
also impose additional taxes specifically

on medical marijuana. The total amount of
state and local taxes collected on medical
marijuana likely is several tens of millions of
dollars annually.

Federal Marijuana Laws

Under federal law, it is illegal to possess

or use marijuana, including for medical
use. The U.S. Supreme Court ruled in
2005 that federal agencies could continue
under federal law to prosecute individuals
who possess or use marijuana for medical
purposes even if legal under a state's law.
Currently, however, the U.S. Department of
Justice (DOJ) chooses not to prosecute most
marijuana users and businesses that follow
state and local marijuana laws if those laws
are consistent with federal priorities. These
priorities include preventing minors from
using marijuana and preventing marijuana
from being taken to other states.

CONTINUED

PROPOSAL

This measure (1) legalizes adult nonmedical
use of marijuana, (2) creates a system for
regulating nonmedical marijuana businesses,
(3) imposes taxes on marijuana, and

(4) changes penalties for marijuana-related
crimes. These changes are described below.

Legalization of
Adult Nonmedical Use of Marijuana

Personal Use of Nonmedical Marijuana. This
measure changes state law to legalize the
use of marijuana for nonmedical purposes by
adults age 21 and over. Figure 2 summarizes
what activities would be allowable under

the measure. These activities would remain
illegal for individuals under the age of 21.

Purchasing Marijuana. Under the measure,
adults age 21 and over would be able

to purchase marijuana at state-licensed
businesses or through their delivery services.
Businesses could generally not be located
within 600 feet of a school, day care center,
or youth center, unless allowed by a local
government. In addition, businesses selling

Figure 2

Proposition 64 Legalizes Nonmedical Marijuana Activities, With Restrictions

Activity

Activities Allowed Under the Measure

Activities Not Allowed Under the Measure

Smoking marijuana

consumption.

Possessing marijuana for
personal use
marijuana (such as hash).

Growing marijuana

home.
Giving away marijuana
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Smoking marijuana in a private home or at
-a business licensed for on-site marijuana

Possession of up to 28.5 grams (about one ounce)
of marijuana and up to 8 grams of concentrated

Growing up to six marijuana plants and keeping the
marijuana produced by the plants within a private

Giving away to other adults up to 28.5 grams of
marifuana and up to 8 grams of concentrated
marijuana.

Smoking marijuana (1) while driving a car, (2) in any
public place {other than at a business licensed for on-site
consumption), of (3) anywhere that smeking tobacco is
prohibited.

Possession of marijuana on the grounds of a school, day
care center, or youth center while children are present.

Growing in an area that is unlocked or visible from a
public place.

Providing marijuana to minors under the age of 21 for
nonmedical use.




MARIJUANA LEGALIZATION. FROPOSITION
INITIATIVE STATUTE.

ANALYSIS BY THE LEGISLATIVE ANALYST

marijuana could not sell tobacco or alcohol.
Under the measure, local governments
could authorize licensed businesses to
allow on-site consumption of marijuana.
However, such businesses could not allow
consumption in areas within the presence
or sight of individuals under the age of
21 or areas visible from a public place.

In addition, businesses allowing on-site
marijuana consumption could not allow
consumption of alcohol or tobacco.

Regulation of Nonmedical Marijuana Businesses

State Regulation of Nonmedical Marijtiana
Businesses. This measure changes the
name of the Bureau of Medical Cannabis
Regulation to the Bureau of Marijuana
Control and makes it also responsible

for regulating and- licensing nonmedical
marijuana businesses. In addition, the
measure requires other state agencies to
regulate and license different parts of the
nonmedical marijuana industry. These state
agencies would have responsibilities similar
to the ones they currently have for medical
marijuana. The measure requires each
licensing agency to charge fees that cover
its marijuana regulatory costs. Under the
measure, the system for tracking medical
marijuana products that must be developed
under current law would be expanded to
include marijuana for nonmedical use.

The measure also creates the Marijuana
Control Appeals Panel to hear appeals from

CONTINUED

individuals affected by a decision of the
state’s regulatory agencies. Decisions of the
panel could be appealed to the courts.

Local Regulation of Nonmedical Marijuana
Businesses. Under the measure, cities

and counties could regulate nonmedical
marijuana businesses. For example, cities
and counties could require nonmedical
marijuana businesses to obtain local licenses
and restrict where they could be located.
Cities and counties could also completely
ban marijuana-related businesses. However,
they could not ban the transportation of
marijuana through their jurisdictions.

Taxation of Marijuana

The measure imposes hew state taxes

on growing and selling both medical and
nonmedical marijuana. As shown in Figure 3,
the new tax on growing marijuana would

be based on a dollar amount per ounce of
marijuana, and the new excise tax would

be based on the retail price of marijuana
products sold.

The measure would also affect sales tax
revenue to the state and local governments
in two ways. First, legalizing the sale of
nonmedical marijuana will result in new
sales tax revenue. (This would happen
automatically, as generally products are
subject to this tax under current law.)
Second, the sale of medical marijuana,
which is currently subject to sales tax, is

Figure 3
Taxation of Marijuana Under Proposition 64

Type of Tax

Type of Marijuana Taxed

Rate

New state tax on growing Both medical and nonmedical.

Both medical and nonmedical.
Nonmedical only.

New state retail excise tax
Existing state and local sales tax
Existing and future local taxes

For the full text of Proposition 64, see page 178.

Can apply to both medical and nonmedical.

$9.25 per ounce of dried marijuana flowers and $2.75 per
ounce of dried marijuana leaves.

15 percent of retail price.

Rates vary across the state but average around 8 percent.
Subject to local government decisions.
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specifically exempted from that tax. The
measure does not change local governments’
existing ability to place other taxes on
medical marijuana and does not restrict their
ability to tax nonmedical marijuana.

Beginning in 2020, the tax on growing
marijuana would be adjusted annually for
inflation. The measure also allows the state
Board of Equalization to annually adjust
the tax rate for marijuana leaves to reflect
changes in the price of marijuana flowers
relative to leaves. In addition, the measure
allows the board to establish other categories
of marijuana (such as frozen marijuana)
for tax purposes and specifies that these
categories would be taxed at their value

relative to marijuana flowers.

Allocation of Ceriain State Tax Revenues.
Revenues collected from the new state

retail excise tax and the state tax on growing
marijuana would be deposited in a new state
account, the California Marijuana Tax Fund.
Certain fines on businesses or individuals
who violate regulations created by the
measure would also be deposited into this
fund. Monies in the fund would first be used
to pay back certain state agencies for any
marijuana regulatory costs not covered by

CONTINUED

license fees. A portion of the monies would
then be allocated in specific dollar amounts
for various purposes, as shown in Figure 4.

All remaining revenues (the vast majority
of monies deposited in the fund) would be
allocated as follows:

e 60 percent for youth programs—
including substance use disorder ,
education, prevention, and treatment.

e 20 percent to clean up and prevent
environmental damage resulting from
the illegal growing of marijuana.

e 20 percent for (1) programs designed
to reduce driving under the influence
of alcohol, marijuana, and other drugs
and (2) a grant program designed to
reduce any potential negative impacts
on public health or safety resulting from
the measure.

Penalties for Marijuana-Related Crimes

Change in Penalties for Future Marijuana
Crimes. The measure changes state
marijuana penalties. For example, possession
of one ounce or less of marijuana is

currently punishable by a $100 fine. Under
the measure, such a crime committed by

Figure 4

Proposition 64 Allocates a Portion of State Revenues for Specific Purposes

Purpose

Annual Funding Duration

Grants for certain services (such as job placement
assistance and substance use disorder treatment) in
communities most affected by past drug policies

Evaluate effects of the measure

is driving while impaired, including by marijuana

Study the risks and benefits of medical marijuana

Create and adopt methods to determine whether someone

2 $10 million in 2018-19, increasing by $10 million annually until 2022-23, and $50 million each year thereafter,

$10 miltion to $50 million? 2018-19 and ongoing

$10 miltion 2018-19 through 2028-29
$3 million 2018-19 through 2022-23
$2 million 2017-18 and ongoing
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someone under the age of 18 would instead
be punishable by a requirement to attend a
drug education or counseling program and
complete community service. In addition, -
selling marijuana for nonmedical purposes
is currently punishable by up to four years
in state prison or county jail. Under the
measure, selling marijuana without a license
would be a crime generally punishable by
up to six months in county jail and/or a

fine of up to $500. In addition, individuals
engaging in any marijuana business activity
without a license would be subject to a civil
penalty of up to three times the amount

of the license fee for each violation. While
the measure changes penalties for many
marijuana-related crimes, the penalties for
driving a vehicle while under the impairment
of marijuana would remain the same. The
measure also requires the destruction—
within two years—of criminal records for
individuals arrested or convicted for certain
marijuana-related offenses. .

Individuals Previously Convicted of Marijuana
Crimes. Under the measure, individuals
serving sentences for activities that are
made legal or are subject to lesser penalties
under the measure would be eligible for
resentencing. For example, an offender
serving a jail or prison term for growing or
selling marijuana could have their sentence
reduced. (A court would not be required to
resentence someone if it determined that the
person was likely to commit certain severe
crimes.) Qualifying individuals would be
resentenced to whatever punishment they
would have received under the measure.
Resentenced individuals currently in jail

or prison would be subject to community
supervision (such as probation) for up to
one year following their release, unless a
court removes that requirement. In addition,
individuals who have completed sentences
for crimes that are reduced by the measure

For the full text of Proposition 64, see page 178.

CONTINUED

could apply to the courts to have their
criminal records changed.

FISCAL EFFECTS

Fiscal Effects Subject to Significant Uncertainty

This measure would affect both costs and
revenues for state and local governments.
The size of these effects could vary
significantly depending primarily on three
key factors:

e First, it would depend on how state and
local governments chose to regulate and
tax marijuana. For example, if many
cities and counties banned marijuana
businesses, the amount of revenue from
taxes on marijuana would be less than
without such bans.

¢ Second, it would depend on whether
the U.S. DOJ enforced federal laws
prohibiting marijuana. For example, if
the U.S. DOJ chose to prosecute state-
licensed marijuana businesses, there
could be significantly reduced revenue
from marijuana taxes. This analysis
assumes the U.S. DOJ will follow its
current policy regarding enforcement of
marijuana laws.

e Third, the fiscal effects would depend
heavily on how marijuana prices
and consumption change under the
measure. This analysis assumes that
the price of marijuana would decline
significantly. This is primarily because
(1) businesses would become more
efficient at producing and distributing
marijuana and (2) the price of
marijuana would no longer be inflated
to compensate for the risk of selling an
illegal drug. This analysis also assumes
that marijuana consumption would
increase under the measure. This is
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primarily because of (1) the reduced
price and (2) the reduced legal risk for
marijuana users.

The actual effects on marijuana prices

and consumption are unknown, as are the
regulatory and enforcement actions of the
state, federal, and local governments. As
such, the potential cost and revenue impacts
of this measure described below are subject
to significant uncertainty.

Effects on State and Local Costs

Reduction in Various Criminal Justice Costs.
The measure would result in reduced
criminal justice costs for the state and local
governments. This is primarily related to a -
decline in the number of offenders held in
state prisons and county jails for growing and
selling marijuana. The measure would also
reduce the number of such offenders placed
under community supervision (such as
county probation). In addition, the measure
would likely reduce other criminal justice
costs, such as state court costs for the
handling of related criminal cases.

The above cost reductions would be partially
offset by increased costs in several areas.

In particular, the courts would incur costs
to process applications from individuals
seeking to be resentenced or have their
criminal records changed. In addition, there
would be costs to supervise resentenced

- offenders in the community. These various
costs would be incurred largely within the
first couple of years following the passage

of the measure. In addition, there would be
ongoing costs in a few areas. For example,
there would be court costs to destroy records
of arrest and conviction for individuals who
commit certain marijuana-related crimes.

In addition, there would be ongoing costs

to operate drug education and counseling
programs as required by the measure. There
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would also be some increased criminal
justice costs (such as county jail and state
court costs) to the extent that increased
marijuana use leads to increased marijuana-
related crime (such as driving while impaired
by marijuana).

In total, the net reduction in state and

local criminal justice costs from the above
changes could be in the tens of millions

of dollars annually. In many cases, these
resources would likely be redirected to other
criminal justice activities.

Effects on State and Local Health Programs.
The measure could also have various fiscal
effects on state and local health programs
as a result of increased marijuana use.

For example, the measure could result in
an increase in the number of individuals
seeking publicly funded substance use
treatment. Any additional costs for such
services could be partially or entirely offset
by additional funding that would be available
for substance use treatment under the
measure. Although research on the health
effects of marijuana use is limited, there is
some evidence that smoking marijuana has
harmful effects. For example, marijuana
smoke is among a list of substances
identified by the state to cause cancer. To
the extent that an increase in marijuana use
negatively affects users’ health, it would
increase somewhat state and local health
program costs.

Increased State Regulatory Costs. The measure
would also result in costs for the state to
regulate nonmedical marijuana businesses.
These costs would vary depending on how
the state chooses to regulate marijuana but
could amount to several tens of millions

of dollars annually. Eventually, these costs
would likely be entirely offset by license fees
and tax revenues.
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Effects on State and Local Revenues

Tax Revenues Could Reach $1 Billion
Annually, but Not Right Away. State and

local governments would receive more
revenues—including sales, excise, and
income taxes—from marijuana sales allowed
under this measure. This increase in tax
revenue would result primarily from (1) new
state excise taxes on growing and selling
marijuana, (2) individuals switching from
illegal purchases of marijuana (made from
individuals who do not pay all the taxes they
owe) to legal purchases (at businesses that
collect and pay the taxes they owe), and

(3) an increase in consumption of marijuana.
In addition, lower marijuana prices due to
the measure may provide individuals using

- marijuana now with some savings. This could
allow them to purchase other legal products
that generate tax revenue. These revenue
increases, however, would be partially offset
by the loss of sales taxes now collected on
medical marijuana sales, as the measure
exempts such purchases from these taxes.

In total, our best estimate is that the state
and local governments could eventually
collect net additional revenues ranging from
the high hundreds of millions of dollars

to over $1 billion annually. However, the
revenues are likely to be significantly lower
in the first several years following the
passage of the measure. This is because it
will take a couple of years for the state to
issue licenses to marijuana businesses. In
addition, it will likely take time for newly
licensed businesses to set up efficient
production and distribution systems. Prices
in the legal market will likely fall as more
legal businesses are licensed and as they
become more efficient. As this occurs, more
consumers will begin purchasing marijuana
fegally. It is unknown precisely how long this

For the full text of Proposition 64, see page 178.
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process will take but it could be several years
after the measure passes before revenues
reach the range described above. As
discussed earlier, the measure requires that
most of these funds be spent on specified
purposes.

Additional Local Government Revenues.

The measure could result in additional
revenues if local governments impose taxes
on marijuana. The amount of additional
revenues could vary significantly, depending
primarily on how many local governments
impose marijuana taxes and at what rates.
These revenues could easily amount to tens
of millions of dollars annually.

Potential Impact on Local Economies in
Marijuana Producing Areas. Exports of
marijuana currently contribute significantly
to the economy in paris of Northern
California, such as Humboldt, Mendocino,
and Trinity Counties. Precisely how this
measure would affect these local economies
is unknown. Lower marijuana prices and
more opportunity for legal cultivation
elsewhere could hurt the economy in

these areas, reducing local government tax
revenues. |f, however, local growers and
businesses successfully marketed their
marijuana products as premium goods,
consumers might be willing to pay above-
average prices for them. If that occurred,

it could help offset some of the negative
economic effects in those areas.

Visit htip//www.sos.ca.gov/measure-contributions
for a list of committees primarily formed to support
or oppose this measure. Visit hitp://www.fppc.ca.gov/
transparency/top-contributors/nov-16-gen-v2.html
to access the committee’s top 10 contributors.
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Land use commission — September 11, 2017 “ 1 bt W‘/\'}'

re: 6. 170865 [Zoning - Interim Moratorinm on Medical Cannabis Dispensaries] Sponsor: Cohen

Urgency ordinance approving an interim zoning moratorium on the approval of medical cannabis
dispensaries for 45 days,

Some SF MCD proposed moratorium considerations:

-the original 2005 SF moratorium, when there was a definite problem (50 unlicensed dispensaries,
fittle neighboring community interaction, no permit process), was indeed a solution for an existing
problem. The proposed MCD moratorium in SF currently is a solution for a non existing problem;,

-subsequent MCD application process success, including DPH, Planning, DBI (by 2009
dispensaries numbered under 25). The permit process / regulations worked and still does;

-abject failures of moratoriums in QOakland, Berkeley, where monopolies were created and patients
still remain under-served. Remember, other problem cities - LA, SJ, have suffered historically from
lack of political oversight regarding cannabis issues. Again, San Francisco works;

-state encouragement (Bureau of Cannabis Control; CA Food & Ag Dept.) for local jurisdictions
passing regulations prior to final state regs (1/1/18) enabling fast-tracking licenses (e.g. MCD),
which will be required from both state and local agencies;

-current SE MCD application submiittal to permit - approximately ¢ months, practically a de-facto
moratorium; not to mention lack of “green zone” clarity. Currently (and for several years) there is
no green zone map available through Planning, with significant delay (attorney confirmation) for
correct info; I believe a Planning letter of determination (1 month, at least) is necessary;

-this moratorium is unnecessary, considering unsuccessful MCD applicants in the Sunset and
Marina, where neighbor and community objections prevented possibie inappropriate business
locations. Again, the process / system seems to be operating correctly;

-the SF regulations and permit process have been and continue to be literally a worldwide model
for patient, operator, neighbor/community, political and city worker input and interaction for the
mutual benefit of all parties; successful political oversight;

-a moratorium will not resolve issues like too many MCDs in the upper Mission (I believe the
prime moratorium motivation), clustering, neighbor and community concerns - these should be
addressed/solved by Planning, BOS adjustments, perhaps on a case-by-case basis. Each SF district
should have a medical cannabis dispensary, currently not possible;

-equity participation, a worthy goal with present continuing discussion in Cakland, Berkeley - is
best initiated in manufacturing, cultivation, and non-retail businesses participation, requiring less
capital, faster permitting, and interfacing with cannabis retail businesses. Less investiment costs
and achieving additional capital faster, successful micro, manufacturing, cultivation businesses
have the potential to expand, evolve and become permitted MCD delivery and storefront
operations;



Moratorinm Considerations - Page 2

-a moratorium would overlook and continue the injustice 2011-12, when a dozen or so SF
permitted dispensaries were closed by the DOJ. [BOS responded October 25, 2011 - Fiie no.
111165, Resolution no. 466-11 [Supporting Regulated and Safe Patient Access to Medical Cannabis] -
Resolution supporting vegulated and safe patient access to medical cannabis in the City and County of San
Francisco, and February 8, 2012, SF BOS - Obama letter - requesting deprioritizing Marijuana offenses,
asked State, Federal govt. to tax and regulate Marijuana use/ cultivation/ distribution. §

Only 3 of these closed SF businesses have reopened; certainly the BOS should consider any
possible assistance, not further delay or elimination for their reopening.



Active Planning Commission MCD Cases as of 9/11/2017

Type
CUA
CUA
CUA
DRM
DRM
DRM
DRM
DRM
DRM
DRM
DRM

RECORD ID
2015-003342CUA
2016-002424CUA
2013.0976CUA
2017-006817DRM
2016-000119DRM
2017-003985DRM
2017-001166DRM
2016-013942DRM
2017-007063DRM
2016-007875DRM
2017-007345DRM

DATE OPENED
3/18/2015
3/30/2017
2/4/2015
6/6/2017
7/28/2016
5/16/2017
1/27/2017
12/20/2016
6/6/2017
6/16/2016
6/12/2017

Address

2120 TARAVAL ST

2165 IRVING ST

4130 MISSION ST

1190 BRYANT ST

3015 San Bruno Avenue
443 FOLSOM ST

4526 O3RD ST

5 Leland Ave (2400 Bay Shore)
518 BRANNAN ST

5978 MISSION ST

865 MARKET ST

DBA
Sunset Holistics

Lucky Dragon

Nug

SBA Wellness

the Weedsmith
Pharmacon

Connected SF

Higher Grade Ventures
Green Culture
Defonce Chocolatier

Hearing Date

10/12/2017

10/26/17 (continuance)

10/26/17 {continuance)

10/26/17

Notes .

doesn't meet 1,000 requirement

]

7

%
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From: Calvillo, Angela (BOS)
Sent: Monday, September 11, 2017 8:17 AM
To: Mchugh, Eileen (BOS); Wong, Linda (BOS)
Subject: FW: YES on Medicinal Dispensary. | live in the Sunset.

For the file please.
Thank you.
Angela

From: Board of Supervisors, (BOS)

Sent: Monday, September 11, 2017 8:04 AM

To: BOS-Supervisors <bos- supervtsors@sfgov org>; Lew, Lisa (BOS) <lisa.lew@sfgov.org>; Jalipa, Brent (BOS)
<brent.jalipa@sfgov.org>

Subject: FW: YES on Medicinal Dispensary. | live in the Sunset.

From: Sandy Weil [mailto:sweil46117 @aol.com]

Sent: Sunday, September 10, 2017 9:05 PM

To: Board of Supervisors, (BOS) <board.of.supervisors@sfgov.org>
Subject: YES on Medicinal Dispensary. | live in the Sunset.

To All of the Board of Supervisors:
Vote YES on Medicinal Dispensary. I live in the Sunset.

| have lived in the Sunset/Parkside (28th Ave/Pacheco) for 25 years and | am a SF Native. It makes absolute sense to
have a medicinal dispensary in our neighborhood - especially one to serve the Chinese speaking community. Do not
believe the Pacific Justice Institute and all the people they are bussing in against this business. PlJ's argument about
alcohol and drugs near a pre-school is absurd. A pre-schooler is not going to be walking to school without an adult! A pre-
schooler is not even going to understand what a dispensary is! Ridiculous argument to stop a business that will help
members of our community.

It is easier for kids to get pot in school or the playground than from a dispensary. Trust me, | know. | went to school here
and could get pot super easy from all the people dealing at school - Roosevelt and Washington. All my friends kids can
get pot too nowadays. So, YES to a dispensary - don’t let the fear-mongers determine what is best for our community.

Be sensible, let the business open!
Thank you,
Sandy Weil
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From; Mchugh, Eileen (BOS)

Sent: Monday, September 11, 2017 12:28 PM

To: Wong, Linda (BOS)

Subject: FW: San Francisco Cannabis Retailers Alliance, Letter #2
Attachments: SFCRA letter #2.docx

ACC

From: John Delaplane [mailto:johnny@access-sf.org]
Sent: Friday, September 08, 2017 1:08 PM
Subject: San Francisco Cannabis Retailers Alliance, Letter #2

Greetings,

Please see below and attached, the second letter from the San Francisco Cannabis Retailers Alliance
(SFCRA). Our respectful opposition of the proposed moratorium on MCD's in San Francisco continues.

Sincerely,

SFCRA leadership

"

Bact Froam bovs § maabrls By bida s Affusmcs

San Francisco Cannabis Retailers Alliance
870 Market Street #1148

San Francisco, CA 94102

Board of Supervisors

1 Dr. Carlton B. Goodlett Place

San Francisco, CA 94102

September 7, 2017 -



Dear Supervisors,

The newly formed San Francisco Cannabis Retailers’ Alliance (“SFCRA”) is a coalition of both
existing and proposed medical cannabis dispensary operators within the City. We respectfully
OPPOSE the proposed moratorium on medical cannabis dispensary permitting. The application
process is already a test of financial endurance, and a moratorium would only harm aspiring local
small businesses, patients, and those who lack the enormous capital required to survive a
moratorium period. The only beneficiaries would be existing dispensary operators and well-financed
corporate interests. Equity concerns would be exacerbated--not improved--by a moratorium.

Many existing or “pipeline” applicants represent the type of equity interests the City has tried
to ensure will have a place in San Francisco’s future. For example, pipeline applicants include:

[u—y

A business owned by an African-American Bayview resident. ‘

2. An Asian-owned business with limited resources financed in part by their own family savings.

3. A multi-generation San Francisco family-owned building in severe disrepair, hoping to
transition to a medical cannabis dispensary to preserve the historic building and avoid having
to sell it to developers.

4. A Latino-owned business creating ownership opportunities for community members.

5. An Asian Pacific Islander dedicated to providing the safest, most consistent edible medical
cannabis products on the market.

6. A San Francisco resident who, after enduring years of harmful side effects from prescription

drugs, depends on medical cannabis to treat his insomnia, anxiety, and depression.

All of these projects are owned and managed by San Francisco residents, by the “little guy”
who San Francisco should be trying to protect, not put out of business.

And nobody--not pipeline applicants or established MCDs--is going to become an adult use
operator without the explicit processing and approval of San Francisco officials. The Board of
Supervisors and Planning Department have both the time and authority to create the adult use
permitting process that you desire. State law affords local government this authority and you do not
need a moratorium to exercise it. No medical dispensary will become an adult use dispensary
without undergoing the process you design and approve.

A moratorium will only harm patients and aspiring small businesses. It would place undue
hardships on individuals who have followed the rules and committed significant time and resources to
the application process. We respectfully request that you reject this proposal. Please do not hesitate
to contact us if we can be of any further assistance.



Thank you.

Sincerely,

The San Francisco Cannabis Retailers’ Alliance

Founding Members: Access SF, The Apothecarium, BASA, Connected SF, Cookies SF, NUG,
Pharmacon, Vapor Room, Weedsmith

Contact Alliance Leadership:

Johnny Delaplane

johnnv@access-sf.org

415 713-4319
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San Franeisco Cannabis Retailers Alliance

870 Market Street #1148
San Francisco, CA 94102

Board of Supervisors
1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102

September 7, 2017
Dear Supervisors,

The newly formed San Francisco Cannabis Retailers’ Alliance (“SFCRA") is a
coalition of both existing and proposed medical cannabis dispensary operators within the
City. We respectfully OPPOSE the proposed moratorium on medical cannabis
dispensary permitting. The application process is already a test of financial endurance,
and a moratorium would only harm aspiring local small businesses, patients, and those
who lack the enormous capital required to survive a moratorium period. The only
beneficiaries would be existing dispensary operators and well-financed corporate
interests. Equity concerns would be exacerbated--not improved--by a moratorium.

Many existing or “pipeline” applicants represent the type of equity interests the
City has tried to ensure will have a place in San Francisco’s future. For example,
pipeline applicants inciude:

1. A business owned by an African-American Bayview resident.

2. An Asian-owned business with limited resources financed in part by their own
family savings. ‘

3. A multi-generation San Francisco family-owned building in severe disrepair,
hoping to transition to a medical cannabis dispensary to preserve the historic
building and avoid having to sell it to developers.

4. A Latino-owned business creating ownership opportunities for community
members.

5. An Asian Pacific Islander dedicated to providing the safest, most consistent
edible medical cannabis products on the market.

6. A San Francisco resident who, after enduring years of harmful side effects from
prescription drugs, depends on medical cannabis to treat his insomnia, anxiety,
and depression.



All of these projects are owned and managed by San Francisco residents, by the
“little guy” who San Francisco should be trying to protect, not put out of business.

And nobody--not pipeline applicants or established MCDs--is going to become an
adult use operator without the explicit processing and approval of San Francisco
officials. The Board of Supervisors and Planning Department have both the time and
authority to create the adult use permitting process that you desire. State law affords
local government this authority and you do not need a moratorium to exercise it. No
medical dispensary will become an adult use dispensary without undergoing the
process you design and approve.

A moratorium will only harm patients and aspiring small businesses. It would
place undue hardships on individuals who have followed the rules and committed
significant time and resources to the application process. We respectfully request that
you reject this proposal. Please do not hesitate to contact us if we can be of any further
assistance.

Thank you.
Sincerely,

The San Francisco Cannabis Retailers’ Alliance

Founding Members: Access SF, The Apothecarium, BASA, Connected SF, Cookies SF,
NUG, Pharmacon, Vapor Room, Weedsmith

Contact Alliance Leadership:

Johnny Delaplane

johnny@access-sf.org
415 713-4319
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From: Mchugh, Eileen (BOS)

Sent: Monday, September 11, 2017 12:28 PM

To: Wong, Linda (BOS)

Subject: FW: SF Cannabis Retail Alliance letter opposing proposed MCD moratorium
Attachments: Cannabis Retail Alliance anti-moratorium letter.pdf

From: John Delaplane [mailto:johnny@access-sf.org]

Sent: Monday, August 14, 2017 9:29 AM

To: Breed, London (BOS) <london.breed @sfgov.org>; Roxas, Samantha (BOS) <samantha.roxas@sfgov.org>; Lloyd,
Kayleigh (BOS) <kayleigh.lloyd @sfgov.org>; Howerton, Michael (BOS) <michael.howerton@sfgov.org>; Farrell, Mark
(BOS) <mark.farrell@sfgov.org>; Karunaratne, Kanishka (BOS) <kanishka.karunaratne @sfgov.org>; Kelly, Margaux (BOS)
<margaux.kelly@sfgov.org>; Montejano, Jess (BOS) <jess.montejano@sfgov.org>; Kim, lane {BOS)
<jane.kim@sfgov.org>; Duong, Noelle (BOS) <noelle.duong@sfgov.org>; Lopez, Barbara (BOS)
<barbara.lopez@sfgov.org>; Ronen, Hillary <hillary.ronen@sfgov.org>; Goossen, Carolyn (BOS)
<carolyn.goossen@sfgov.org>; Morales, Carolina (BOS) <carolina.morales@sfgov.org>; Allbee, Nate

<nate.allbee @sfgov.org>; Sheehy, Jeff (BOS) <jeff.sheehy@sfgov.org>; Jones, Justin (BOS) <justin.jones@sfgov.org>;
Spero, David (BOS) <david.spero@sfgov.org>; Barnes, Bill {BOS) <bill.barnes@sfgov.org>; Yee, Norman (BOS)
<porman.vee@sfgov.org>; Maybaum, Erica (BOS) <erica.maybaum@sfgov.org>; Choy, Jarlene (BOS)
<jarlene.choy@sfgov.org>; Low, Jen (BOS) <jen.low@sfgov.org>; Cohen, Malia (BOS) <malia.cohen@sfgov.org>; Chan,
Yoyo {BOS) <yoyo.chan@sfgov.org>; Chicuata, Brittni (BOS) <brittni.chicuata@sfgov.org>; Kittler, Sophia (BOS)
<sophia.kittler@sfgov.org>; Fewer, Sandra (BOS) <sandra.fewer@sfgov.org>; Boilard, Chelsea (BOS) .
<chelsea.boilard@sfgov.org>; Pagoulatos, Nick (BOS) <nick.pagoulatos@sfgov.org>; Yu, Angelina (BOS)
<angelina.yu@sfgov.org>; Peskin, Aaron (BOS) <aaron.peskin@sfgov.org>; Angulo, Sunny (BOS)
<sunny.angulo@sfgov.org>; Hepner, Lee (BOS) <lee.hepner@sfgov.org>; Rubenstein, Beth (BOS)
<beth.rubenstein@sfgov.org>; Safai, Ahsha (BOS) <ahsha.safai@sfgov.org>; Lee, Judy {BOS) <judy.lee@sfgov.org>;
Meyer, Catherine (BOS) <cathy.mulkeymeyer@sfgov.org>; Sandoval, Suhagey (BOS) <suhagey.sandoval@sfgov.org>;
Tang, Katy (BOS) <katy.tang@sfgov.org>; Summers, Ashley (BOS) <ashley.summers@sfgov.org>; Law, Ray (BOS)
<ray.law@sfgov.org>; Lee, Mayor (MYR) <mayoredwinlee @sfgov.org>; Rahaim, John (CPC) <john.rahaim@sfgov.org>;
Garcia, Barbara (DPH) <barbara.garcia@sfdph.org>; Chawla, Colleen (DPH) <colleen.chawla@sfdph.org>; Calvillo, Angela
(BOS) <angela.calvillo@sfgov.org>; lonin, Jonas (CPC) <jonas.ionin@sfgov.org>; DPH Cannabis Taskforce
<Cannabis.Taskforce @sfdph.org>; Tugbenyoh, Mawuli (MYR) <mawuli.tugbenyoh@sfgov.org>

Subject: SF Cannabis Retail Alliance letter opposing proposed MCD moratorium

Honorable Planning Commissioners, Mayor, and Supervisors,

Attached and below is a letter from the San Francisco Cannabis Retail Alliance (SFCRA). We are a group of MCD operators and
applicants employing hundreds of San Franciscans. We respectfully oppose the proposed moratorium on medical cannabis
dispensaries.

Sincerely,

The Founding Members of the San Francisco Cannabis Retail Alliance

The Apothecarium
BASA

Cookies SF



Weedsmith
Access SF
NUG
Pharmacon

- Connected SF

Vapor Room

San Francisco Canhabis Retail Alliance
870 Market St # 1148,
San Francisco, CA 94102

cannabisretailalliance@gmail.com

(415) 713-4319

August 11, 2017

San Francisco Planning Commission

1650 Mission Street, Suite 400

San Francisco, CA 94103

Re: Proposed MCD Moratorium & Pipeline Applicants

Dear Planning Commissioners,



We absolutely understand that the regulations regarding Medical Cannabis Dispensary applications
need improvement, and we are eager to work with you and the Board of Supervisors on new
legislation regarding cannabis uses in San Francisco. We agree that medical, and particularly adult
use, cannabis regulations should be carefully crafted to respect neighborhood character, provide for
controlled growth, and foster opportunity and equity. Please bring us to the table in this process.

We are, however, adamantly opposed to any kind of moratorium on pending MCD applicants. A
moratorium will only harm patients, reducing access for the thousands of San Franciscans—many of
them suffering from MS, PTSD, chronic pain, or HIV—who depend on medical cannabis. As
Supervisor Jeff Sheehy said in his July 24 letter opposing the moratorium, MCD patients “are among
the most vulnerable San Franciscans.” The City should be seeking to help them, not make their
access to medicine even more difficult.

A moratorium will also exacerbate equity and diversity concerns, undermining our shared

goals. Existing MCD operators and applicants with extensive financial resources will survive a
moratorium. But small MCD applicants, many of whom are San Francisco locals with limited means,
cannot shoulder protracted carrying and lease costs and will be seriously jeopardized.

Both former Board of Supervisors President Aaron Peskin and current President London Breed stated
very clearly at the Board meeting on July 25 that scheduled pipeline MCD projects should be given a
~ fair hearing regardless of what may happen with a proposed moratorium.

Supervisor Peskin:

“l have not seen the proposed legislation but | think it's very important that anybody who
has a scheduled hearing before the effective date of the interim controls who has a
hearing scheduled at Planning is given that hearing and that...the Planning
Commission, as much as | respect all seven of those individuals, [doesn’t] say: ‘We're
just going to wait for the Board of Supervisors to act.” So this is my statement on the

- record that anything that has been calendared that is before the Planning Commission
should be either approved on the merits or rejected on the merits by the Planning
Commission, but they should not continue those during the month of August.”

President Breed:

“l do agree with Supervisor Peskin that if there are people who have hearings that are already
scheduled, they should be able to move forward and this [legislation] should not impact them.”
3



We are eager to work with you on improved cannabis regulations in San Francisco. But we ask you
to please reject any moratorium and, as members of the Board of Supervisors have clearly
stated, please respect the pipeline applications and provide them fair hearings . These
applicants have devoted months of hard work and thousands of dollars toward their projects. The
City has consistently accommodated pipeline projects when making major changes in regulations, for
example with the Transportation Sustainability Fee or 2016’s Proposition C on inclusionary

housing. We ask for the same consideration here.

Thank you for your service to San Francisco. We stand ready to assist your efforts.

Sincerely,

The Members of the San Francisco Cannabis Retail Alliance

Founding Members:

The Apothecarium
BASA

Cookies SF

Weed Smith
Access SF

NUG

Pharmacon
Connected SF

Vapor Room

CC: Board of Supervisors Members & Aides

Mayor Ed Lee



Planning Director, John Rahaim

Director of Public Health, Barbara Garcia

Board of Supervisors Clerk, Angela Calvillo
Mayor's Board Liaison, Mawuli Tugbenyoh
Planning Commission Secretary, Jonas P. lonin

SF Cannabis Legalization Task Force



San Francisco Cannabis Retail Alliance
870 Market St # 1148,
San Francisco, CA 94102

cannabisretailalliance@gmail.com
(415) 713-4319

August 11, 2017

San Francisco Planning Commission
1650 Mission Street, Suite 400
San Francisco, CA 94103

Re: Proposed MCD Moratorium & Pipeline Applicants
Dear Planning Commissioners,

We absolutely understand that the regulations regarding Medical Cannabis Dispensary applications need
improvement, and we are eager to work with you and the Board of Supervisors on new legislation regarding
cannabis uses in San Francisco. We agree that medical, and particularly adult use, cannabis regulations should
be carefully crafted to respect neighborhood character, provide for controlied growth, and foster opportunity
and equity. Please bring us to the table in this process.

We are, however, adamantly opposed to any kind of moratorium on pending MCD applicants. A moratorium
will only harm patients, reducing access for the thousands of San Franciscans—many of them suffering from
MS, PTSD, chronic pain, or HIV—who depend on medical cannabis. As Supervisor Jeff Sheehy said in his July
24 letter opposing the moratorium, MCD patients “are among the most vulnerable San Franciscans.” The City
should be seeking to help them, not make their access to medicine even more difficult.

A moratorium will also exacerbate equity and diversity concerns, undermining our shared goals. Existing MCD
operators and applicants with extensive financial resources will survive a moratorium. But small MCD
applicants, many of whom are San Francisco locals with limited means, cannot shoulder protracted carrying
and lease costs and will be seriously jeopardized.

Both former Board of Supervisors President Aaron Peskin and current President London Breed stated very
clearly at the Board meeting on July 25 that scheduled pipeline MCD projects should be given a fair hearing
regardless of what may happen with a proposed moratorium.

Supervisor Peskin:

“I have not seen the proposed legislation but | think it’s very important that anybody who has a
scheduled hearing before the effective date of the interim controls who has a hearing
scheduled at Planning is given that hearing and that...the Planning Commission, as much as |
respect all seven of those individuals, [doesn’t] say: ‘We’re just going to wait for the Board of
Supervisors to act.” So this is my statement on the record that anything that has been
calendared that is before the Planning Commission should be either approved on the merits or
rejected on the merits by the Planning Commission, but they should not continue those during
the month of August.”



President Breed:

“I do agree with Supervisor Peskin that if there are people who have hearings that are already
scheduled, they should be able to move forward and this [legislation] should not impact them.”

We are eager to work with you on improved cannabis regulations in San Francisco. But we ask you to please
reject any moratorium and, as members of the Board of Supervisors have clearly stated, please respect the
pipeline applications and provide them fair hearings . These applicants have devoted months of hard work
and thousands of dollars toward their projects. The City has consistently accommodated pipeline projects
when making major changes in regulations, for example with the Transportation Sustainability Fee or 2016’s
Proposition C on inclusionary housing. We ask for the same consideration here.

Thank you for your service to San Francisco. We stand ready to assist your efforts.
Sincerely,

The Members of the San Francisco Cannabis Retail Alliance

Founding Members:

The Apothecarium
BASA

Cookies SF

Weed Smith
Access SF

NUG

Pharmacon
Connected SF
Vapor Room

CC: Board of Supervisors Members & Aides
Mayor Ed Lee
Planning Director, John Rahaim
Director of Public Health, Barbara Garcia
Board of Supervisors Clerk, Angela Calvillo
Mayor’s Board Liaison, Mawuli Tugbenyoh
Planning Commission Secretary, Jonas P. lonin
SF Cannabis Legalization Task Force
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August 8, 2017

San Francisco Board of Supervisors
1 Dr. Carlton B. Goodlett Place
City Hall, Room 244

San Francisco, CA 94102

San Francisco Planning Commission
1650 Mission Street, Suite 400
San Francisco, CA 94103

Subject: Opposition to Proposed MCD Moratorium
Dear San Francisco Board of Supervisors and Planning Commission,

On behalf of the California Music and Culture Association (“CMAC”) and the
other undersigned organizations, we strongly oppose the moratorium on the
approval of new medical cannabis dispensaries (“MCDs”), currently
pending before the Board of Supervisors.

CMAC is a membership-based trade association made up of venue owners and
operators, industry professionals, artists, and fans dedicated to the preservation
and enrichment of music and culture, and to ensuring that cannabis can be
socially consumed in a responsible and legally-compliant manner in San
Francisco and the State of California at large. We recognize the need for San
Francisco’s medical and adult use cannabis regulations to be thoroughly
analyzed and improved, given the coming state licensure regime, but the
proposed moratorium will not further this goal. It will in fact hurt the legal
cannabis market that is developing in San Francisco, hurt the patients who
depend on medical cannabis, and have potentially far-reaching effects on San
Francisco’s tourism sector.

If this moratorium is enacted, even for only the minimum 45 days, the ability
of new dispensaries to apply for and receive local permits and state licenses
will be delayed, putting their operations at risk. Existing MCD operators and
well-capitalized applicants will survive the moratorium. But small MCD
applicants who cannot shoulder the added costs of delay will be seriously
jeopardized. Why should the City advantage wealthy interests at the
expense of local applicants who are hoping for an opportunity in the legal
cannabis market? o



Allowing more legal medical dispensaries reduces the likelihood that patients
and adult users will turn to the illicit market. More lawful MCDs in San
Francisco likely means less criminal activity in San Francisco.

It is also our position that the proposed moratorium will adversely impact San
Francisco’s tourism industry. Tourists coming to the City in 2018 are going to
expect safe access to adult use cannabis once it is legal in California. If there
are not adequate legal retail options available, tourists may decide to look
elsewhere, taking their dollars to other cities.

For perspective, a 2015 study by the Colorado Tourism Office showed that
nearly 49% of the state’s visitors were influenced by legal cannabis. Indeed,
Denver saw one million more visitors in 2015 than the year before, setting a
record for the city. And statewide, tourists spent an estimated $100 million at
cannabis retailers—to say nothing of their other economic impact.

Before considering any moratorium, we strongly encourage the Board of
Supervisors to undertake an economic impact study to determine how
much potential tourism revenue and how many jobs could be lost if
existing MCD applicants and those preparing to file applications are prevented
from obtaining permits.

We are eager to work with you on new cannabis regulations. In the meantime,
we ask you to reject this moratorium and allow all pipeline applicants to
continue with their application process and receive fair, timely hearings as
scheduled.

Thank you for your leadership in supporting San Francisco’s neighborhoods
and small businesses.

Very truly yours,
\ ,;’]4 \ I
\\E K:\'%’ 1) /\Y-,, - -~
Ben Bleithan Duncaty1.ey
Co-Chair Co-Chair
CMAC ' CMAC



The Brownie Mary Democratic Club of San Francisco strongly opposes the proposed moratorium. Every
medical cannabis dispensary applicant should be evaluated on a case-by-case basis. We urge the San
Francisco Board of Supervisors to reject any moratorium.

Ll Bt

David C Goldman

President

Vi
- “ A Fa ‘./
A Kph—
Kenne::th M Koehn k :

Secretary

Dated, August 9, 2017



CC:

Board of Supervisors Members & Aides

Mayor Ed Lee

Planning Director, John Rahaim

Director of Public Health, Barbara Garcia
Board of Supervisors Clerk, Angela Calvillo
Mayor’s Board Liaison, Mawuli Tugbenyoh
Planning Commission Secretary, Jonas P. Ionin
SF Cannabis Legalization Task Force



SFCDMA

MEMBER ASSOCIATIONS

Arab American Grocers Association
Balboa Village (Merchants Assoclation
Bayview (Derchants Association
Castro Merchanes

Chinatown (Merchancs Association
Clement St, Merchants Association
Dogpareh Business Assoctacion
Flllmoré (Merchants Association
Fishermans Wharf Derchants Assn.
Golden Gate Restaurant Associacion
Glen Park (Derchants Association
Golden Gare Restaurant Association
Greater Geary Boulevard (Derchants

¢ Property Owners Association
Japantown (Derchancs Association
(Dission Creek (Derchants Association
Mission (Derchancs Association

Noe Valley (Derchancs Association
North Beach (Derchants Bssociation.
North East Mission Business Assn,
People of Parkside Sunset

Pollk Districe Merchants Association
Pourero Dogparch Merchanes Assn,
Sacramento St. Derchants Association
San Francisco Com municy Alliance for

Jobs and Rousing

Souch Beach (Dission Bay Business Assn,

Soueh of Marketr Business Association
Ghe Outer Sunset Merchanc

¢ Professional Association

Union Streer Merchants

Valencia Gorridor (Derchants Assn,

West Portal (Derchants Association

i

San Francisco Council of District Merchants Associations

Keith Goldstein
Treasuter

Vas Kindris
Secretary

Henry Karnilowicz
Prosident

Maryo Mogannam
Vice President

August 22, 2017

San Francisco Board of Supervisors
1 Dr. Carlton B. Goodlett Place
City Hall, Room 244

San Francisco, CA 94102

San Francisco Planning Commission
1650 Mission Street, Suite 400
San Francisco, CA 94103

Subject:
Opposition to Proposed MCD Moratorium

Dear San Francisco Board of Supervisors and Planning Commission

I am writing to you on behalf of the San Francisco Council of District Merchants
Associations opposing the moratorium on the approval of new medical cannabis
dispensaries, which is pending before the Board of Supervisors.

We understand and realize the need for regulations of this fledgling industry
which will not only.create jobs but also will contribute financially to the economy
of the city. This industry will attract visitors to the city and by so doing many areas
where small business is being negatively economically impacted, because of
online sales, there will be traffic and customers who will patronize small
businesses.

A moratorium of even 45 days will potentially harm those applicants for MCD's
who have committed to leases and have penning applications.

Colorado is an excellent example of a successful and profitable cannabis industry
and | am confident that with recommendations from the Cannabis Legalization
Task Force San Francisco will become the leader of good government.

Please support our neighborhoods and small businesses and please reject this ill
conceived moratorium,

Oty

Henry Karnilowicz
President

Cc:

The Honorable Edwin M. Lee

Ms. Barbara Garcia - Director of Public Health
San Francisco Cannabis Legalization Task Force

The San Frandseo Council of Merchanty’ Assoclations « 1019 Howard Street, San Franciseo, CA 94103-2806 + 415:6217533 « www.sfedrma.ory
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A City Hall
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

NOTICE OF PUBLIC HEARING
BOARD OF SUPERVISORS OF THE CITY AND COUNTY OF SAN FRANCISCO

LAND USE AND TRANSPORTATION COMMITTEE

NOTICE IS HEREBY GIVEN THAT the Land Use and Transportation Committee will
hold a public hearing to consider the following proposal and said-public hearing will be held
as follows, at which time all interested parties may attend and be heard:

Date: Septemberv11, 2017
Time: 1:30 p.m.

Location: Législative Chamber, Room 250, located at City Hall
1 Dr. Carlton B. Goodlett Place, San Francisco, CA

Subject: File No. 170865. Urgency ordinance approving an interim zoning
moratorium on the approval of medical cannabis dispensaries for 45
days, in accordance with California Government Code, Section 65858;
affirming the Planning Department’s determination under the California
Environmental Quality Act; and making findings of consistency with the
General Plan, and the eight priority policies of Planning Code, Section
101.1.

In accordance with Administrative Code, Section 67.7-1, persons who are unable to
attend the hearing on this matter may submit written comments to the City prior to the time
the hearing begins. These comments will be made part of the official public record in this
matter, and shall be brought to the attention of the members of the Committee. Written
comments should be addressed to Angela Calvillo, Clerk of the Board, City Hall, 1 Dr. Carlton
B. Goodlett Place, Room 244, San Francisco, CA 94102. Information relating to this matter is
available in the Office of the Clerk of the Board. Agenda information relating to this matter
will be available for public review on Friday, September 8, 2017.

'P, Angela Calvillo, Clerk of the Board

DATED: August 31, 2017
PUBLISHED/POSTED: September 1, 2017



City Hall
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

TO: Barbara A. Garcia, Director, Department of Public Health
John Rahaim, Director, Planning Department

FROM: Erica Major, Assistant Clerk, Land Use and Transportation Committee
DATE: August 1, 2017

SUBJECT: LEGISLATION INTRODUCED

The Board of Supervisors’ Land Use and Transportation Committee has received the
following proposed legislation, introduced by Supervisor Cohen on July 25, 2017:

File No. 170865

Urgency ordinance approving an interim zoning moratorium on the
approval of medical cannabis dispensaries for 45 days, in accordance with
California Government Code, Section 65858; affirming the Planning
Department’s determination under the California Environmental Quality
Act; and making findings of consistency with the General Plan, and the
eight priority policies of Planning Code, Section 101.1.

If you have comments or reports to be included with the file, please forward them to me
at the Board of Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San
Francisco, CA 94102 or by email at: erica.major@sfgov.org.

C: Greg Wagner, Department of Public Health
Colleen Chawla, Department of Public Health:
Scott Sanchez, Planning Department
Lisa Gibson, Planning Department
AnMarie Rodgers, Planning Department
Aaron Starr, Planning Department
Joy Navarrete, Planning Department
Laura Lynch, Planning Department



City Hall
Dr. Carlton B. Goodlett Place, Room 244
San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227

BOARD of SUPERVISORS

MEMORANDUM

TO: Regina Dick-Endrizzi, Director
Smali Business Commission, City Hall, Room 448

FROM: Erica Major, Assistant Clerk
Land Use and Transportation Committee

DATE: August 1, 2017

SUBJECT: REFERRAL FROM BOARD OF SUPERVISORS
Land Use and Transportation Committee

The Board of Supervisors’ Land Use and Transportation Committee has received the
following legislation, which is being referred to the Small Business Commission for
comment and recommendation. The Commission may provide any response it deems
appropriate within 12 days from the date of this referral.

File No. 170865

Urgency ordinance approving an interim zoning moratorium on the
approval of medical cannabis dispensaries for 45 days, in accordance with
California Government Code, Section 65858; affirming the Planning
Department’s determination under the California Environmental Quality
Act; and making findings of consistency with the General Plan, and the
eight priority policies of Planning Code, Section 101.1.

Please return this cover sheet with the Commission’s response to me at the Board of
Supervisors, City Hall, Room 244, 1 Dr. Carlton B. Goodlett Place, San Francisco, CA
94102.

kkkkkkkkkkkkkkikikkikkkkkikkiirkkiokkkihiohkkk ki kkiokkkkkikkihkkhkikikkkkiokikkirkkkikl

RESPONSE FROM SMALL BUSINESS COMMISSION - Date:
No Comment

Recommendation Attached

Chairperson, Small Business Commission

C: Menaka Mahajan, Small Business Commission



City Hall
1 Dr. Carlton B. Goodlett Place, Room 244

BOARD of SUPERVISORS San Francisco 94102-4689
Tel. No. 554-5184
Fax No. 554-5163
TDD/TTY No. 554-5227
August 1, 2017
File No. 170865
Lisa Gibson

Acting Environmental Review Officer
Planning Department

1650 Mission Street, Ste. 400

San Francisco, CA 94103

Dear Ms. Gibson:
On July 25, 2017, Supervisor Cohen introduced the following proposed legislation:
File No. 170865

Urgency ordinance approving an interim zoning moratorium on the
approval of medical cannabis dispensaries for 45 days, in accordance with
California Government Code, Section 65858; affirming the Planning
Department’s determination under the California Environmental Quality
Act; and making findings of consistency with the General Plan, and the
eight priority policies of Planning Code, Section 101.1.

This legislation is being transmitted to you for environmental review.
Angela Calvillo, Clerk of the Board
By: Erica Major, Assistant Clerk
Land Use and Transportation Committee

Attachment

c. Joy Navarrete, Environmental Pianning
Laura Lynch, Environmental Planning
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Member, Board of Supervisors

. City and County of San Francisco
District 2

MARK FARRELL
DATE: September 7, 2017
TO: Angela Calvillo ' ;//4”&[% 4 ’/I g
Clerk of the Board of Supervisors /
FROM: Supervisor Mark Farrell, Chair, Land Use and Transportation Committee
RE:

Land Use and Transportation Committee
COMMITTEE REPORT

Pursuant to Board Rule 4.20, as Chair of the Land Use and Transportation Committee, | have

deemed the following matter is of an urgent nature and request it be considered by the full
Board on Tuesday, September 12, 2017, as Committee Report:

170865 Zoning - Interim Moratorium on Medical Cannabis Dispensaries

Urgency ordinance approving an interim zoning moratorium on the approval of medical
cannabis dispensaries for 45 days, in accordance with California Government Code,
Section 65858; affirming the Planning Department’s determination under the California

Environmental Quality Act; and making findings of consistency with the General Plan,
and the eight priority policies of Planning Code, Section 101.1.

This matter will be heard in the Land Use and Transportation Committee at a Regular Meeting
on Monday, September 11, 2017, at 1:30 p.m.
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City Hall o 1 Dr. Carlton B. Goodlett Place o Room 244 o San Francisco, California 94102-4689 e (415) 554-7752
Fax (415) 554 - 7843 o TDD/TTY (415) 554-5227 & E-mail: mark.farrell@sfgov.org e www.sfbos.org/farrell



Print Form

Introduction Form

By a Member of the Board of Supervisors or Mayor

f 61 g

RN e I TR
SO Yfinfe stantp | 3F 33

I hereby submit the following item for introduction (select only one): %‘L%’ meeting date

B
,, s
b ¥

1. For reference to Committee. (An Ordinance, Resolution, Motion or Charter Afn'enqurgt)_. R
2. Request for next printed agenda Without Reference to Committee.

3. Request for hearing on a subject matter at Committee.

4. Request for letter beginning :"Supervisor inquiries"

5. City Attorney Request.

6. Call File No. from Committee.

7. Budget Analyst request (attached written motion)..

8. Substitute Legislation File No.

9, Reactivate File No.

oo goon

10. Question(s) submitted for Mayoral Appearance before the BOS on

Please check the appropriate boxes. The proposed legislation should be forwarded to the following:

[ _]Small Business Commission [ ] Youth Commission [ ]Ethics Commission
[ ]Planning Commission [ |Building Inspection Commission
Note: For the Imperative Agenda (a resolution not on the printed agenda), use the Imperative Form.

Sponsor(s):

Cohen

Subject:

Zoning - Interim Moratorium on Medical Cannabis Dispensaries

The text is listed:

Attached

. . . I Y /i/g
Signature of Sponsoring Supervisor: [~/ /[ 2 A/ be] 47 e

For Clerk's Use Only



