AGENDA ITEM NO.

COUNTY OF HUMBOLDT

For the meeting of: July 19, 2016

Consideration of Local Commercial Marijuana Cultivation Tax Measure to Maintain

Date: July 5, 2016
To: Board of Supervisors
From: Amy S. Nilsen, County Administrative Officer
Subject:
Essential Services
RECOMMENDATION(S):

That the Board of Supervisors:

1. Approve the attached ballot measure statement (Attachment 1) regarding a general purpose local
revenue measure for the November 8, 2016 general election;

2. Approve the attached ordinance (Attachment 2), adding Chapter 9, Division 1 of Title VII to the

Humboldt County Code; and

3. Direct staff to return on August 9, 2016 with a resolution placing a commercial marijuana tax
ordinance, and corresponding ballot measure statement, on the November 8, 2016 ballot for voter

approval.

SOURCE OF FUNDING:  General Fund

DISCUSSION:

On June 21, 2016, your Board received a presentation on the results of the independent public opinion
research conducted pursuant to prior Board direction to determine community priorities for locally
controlled funding and interest in a local commercial marijuana cultivation tax measure. The research
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indicates community interest in a locally controlled funding source to maintain essential services,
including, without limitation:

Enforcing laws that require marijuana growers to protect natural resources and waterways;
Providing services for victims of child abuse;

Maintaining rural ambulance service;

Maintaining mental health services for children and families;

Providing communications for medical and first responders after natural disasters; and
Cleaning up after environmentally damaging marijuana farms.

At that time, your Board voted to direct staff to return on July 19, 2016 with a general-purpose local
revenue measure and proposed ordinance for the November 8, 2016 general election. As per direction
received by the Board on June 21, 2016 and June 28, 2016, the attached ordinance sets a local sales tax
rate structure of $1 per square foot of outdoor cultivation area, $2 per square foot of mixed-light
cultivation area or $3 per square foot of indoor cultivation area to be levied in the unincorporated areas of
Humboldt County until ended by voters, and includes an annual consumer price index (CPI) factor.

Staff also recommends that your Board formally approve the below 75-word ballot measure statement
regarding a commercial marijuana cultivation tax measure, which has been revised to accommodate the
Board’s direction to include language on substance abuse and children and family mental health services:

Humboldt County Commercial Marijuana Cultivation Measure. 7o maintain and
improve essential services, including public safety, job creation; crime
investigation/prosecution; environmental cleanup/restoration; children/family mental
health; drug rehabilitation; other County services, shall Humboldt County establish a $1 -
83 per square foot, based upon type of grow, annual commercial marijuana cultivation tax
generating approximately 87.3 million annually until ended by voters, with all revenue for
the County, none for the State, annual audits, and public review?

FINANCIAL IMPACT:

There is minimal financial impact associated with the recommended action. If the above-referenced
commercial marijuana cultivation tax measure is approved by a majority of the Humboldt County voters
participating in the November 2016 general election, staff estimates that approximately $7.3 million will
be generated per year. This estimate is based on the potential issuance of 400 commercial marijuana
cultivation permits in the unincorporated areas of Humboldt County.

The recommended action supports the Board’s Strategic Framework, Priorities for New Initiatives, by
making proactive decisions to promote quality services through facilitating the establishment of local
revenue sources to address local needs.

OTHER AGENCY INVOLVEMENT: None.

ALTERNATIVES TO STAFF RECOMMENDATIONS: Board discretion.

ATTACHMENTS:

1. Proposed Ballot Measure Statement Regarding the Imposition of a Commercial Marijuana
Cultivation Tax

2. Proposed Ordinance Adding Chapter 9, Division 1 of Title VII to the Humboldt County Code



Attachment 1

Proposed Ballot Measure Statement Regarding the
Imposition of a Commercial Marijuana Cultivation Tax



Attachment 1

MEASURE ___, Humboldt County Commercial
Marijuana Cultivation Measure. To maintain and
improve essential services, including public safety,
job creation; crime investigation/prosecution;
environmental cleanup/restoration; children/family
mental health; drug rehabilitation; other County
services, shall Humboldt County establish a $1 - $3
per square foot, based upon type of grow, annual
commercial marijuana cultivation tax generating
approximately $7.3 million annually until ended by
voters, with all revenue for the County, none for the
State, annual audits, and public review?

YES

NO




Attachment 2

Proposed Ordinance Adding Chapter 9, Division 1 of Title VII to the Humboldt County Code



ORDINANCE NO.

AN ORDINANCE OF THE BOARD OF SUPERVISORS OF THE
COUNTY OF HUMBOLDT ADDING CHAPTER 9, DIVISION 1 OF TITLE
VII TO THE HUMBOLDT COUNTY CODE RELATING TO
THE IMPOSITION OF A COMMERCIAL MARIJUANA CULTIVATION TAX

The Board of Supervisors of the County of Humboldt ordains as follows:

SECTION 1. Sections 719-1 through 719-15 of Chapter 9 of Division 1 of Title VII
are hereby added as shown on the attached pages.

SECTION 2. This ordinance relates to the levying and collecting of a County
commercial marijuana cultivation tax and shall have an operative date of January 1, 2017.
This tax ordinance shall be operative if a majority of the electors voting on the measure
vote to approve the imposition of the tax at an election held on November 8, 2016,
pursuant to Business and Professions Code Section 19348(c), Revenue and Taxation Code
Section 7284 and Government Code Section 53723. If this tax ordinance is approved by
the voters, a summary shall be published at least five (5) days before the date set for
adoption by the Humboldt County Board of Supervisors and again fifteen (15) days after
passage of this ordinance. It shall be published once with the names of the Board of

Supervisors voting for and against the ordinance in a newspaper of general circulation

published in the County of Humboldt, State of California.

PASSED, APPROVED AND ADOPTED this day of , 2016.
AYES: Supervisors--
NOES: Supervisors--

ABSENT: Supervisors--

Chair of the Board of Supervisors of the
County of Humboldt, State of California



(SEAL)

ATTEST:

Kathy Hayes, Clerk of the Board of Supervisors
County of Humboldt




Chapter 8 - Transactions and Use Tax to be Administered by the State Board of
Equalization

§ 718-1. Title.

§ 718-2. Operative Date.

§ 718-3. Purpose.

§ 718-4. Contract with State.

§ 718-5. Transactions Tax Rate.

§ 718-6. Place of Sale.

§ 718-7. Use Tax Rate.

§ 718-8. Adoption of Provisions of State Law.

§ 718-9. Limitations on Adoption of State Law and Collection of Use Taxes.

§ 718-10. Permit Not Required.

§ 718-11. Exemptions and Exclusions.

§ 718-12. Amendments.

§ 718-13. Enjoining Collection Forbidden.

§ 718-14. Severability.

§ 718-15. Effective Date.

§ 718-16. Termination Date.

§ 718-17. Advisory Committee.

§ 718-18. Compliance with the California Environmental Quality Control
Act (CEQA).

Chapter 9 - Commercial Marijuana Cultivation Tax

§ 719-1. Title.

§ 719-2. Purpose and Intent.

§ 719-3. Definitions.

§ 719-4. Imposition of Tax.

§ 719-5. Annual Adjustment.

§ 719-6. Collection and Remittance.

§ 719-7. Penalties.

§ 719-8. Additional Penalties.

§ 719-9. Modification, Repeal or Amendment.

§ 719-10. Administration.

§ 719-11. Record Inspection.

§ 719-12. Application of Provisions.

§ 719-13. Severability.

§ 719-14. Compliance with the California Environmental Quality Act.

§ 719-15. Operative date.
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§ 719-1

TITLE VII - FINANCE, REVENUE AND TAXATION
DIVISION 1

REVENUE AND TAXATION

CHAPTER 9

COMMERCTIAL MARIJUANA CULTIVATION TAX

719<1. TITLE.

This Chapter shall be known as the Humboldt County Commercial Marijuana
Cultivation Tax Ordinance. (0xd. . § , / /2016)

719-2. PURPOSE AND INTENT.

This Chapter is enacted solely for the purpose of raising revenue for

general County purposes, and is not intended to be requlatory. Nothing in this
Chapter is intended, nor shall be construed, to exempt commercial marijuana
cultivation from compliance with all applicable provisions of this Code,

including, without limitation, the requirements set forth in Title ITTI, and all

other applicable state and federal laws and requlations. (ord. Pl il O L 471 ) )
719-3. DEFINITIONS.
(a) “Commercial marijuana cultivation” shall mean any activity involving

the planting, growing, harvesting, drying, curing, grading or trimming of
marijuana or cannabis, including nurseries, that is intended to be transported,

processed, manufactured, distributed, dispensed, delivered or sold in accordance
with the applicable provisions of this Code and all other applicable state and

federal laws and requlations. (Ord. ;8 2 / _/2016)

(b) “cultivation area” shall mean the sum of the area(s) of marijuana
cultivation as measured around the perimeter of each discrete area of marijuana
cultivation on a single premises, as defined herein. Area of marijuana

cultivation is the phyvsical space where marijuana is grown and includes, without
limitation, garden beds or plots, the exterior dimensions of hoop houses or green
houses, and the total area of each of the pots and bags containing marijuana
plants on the premises. (ord. . § . / [2016)

{c] “Indoor” shall mean indoor cultivation of marijuana which involves
the exclusive use of artificial lighting. (ord. 5 1§ y / /20186)

(d) "Mixed-1light” shall mean cultivation of marijuana which involves the
use of a combination of natural and supplemental artificial lighting at a maximum
threshold as set forth in Section 314-55.4.11, et seqg. of this Code, or as to be
determined by the Department of Food and Aqriculture, whichever is less. (ord.

. § i / /20186)
(e) “outdoor” shall mean outdoor cultivation of marijuana which does not
involve the use of artificial lighting of any kind. (oxd. . § , f J2016)
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§ 719=3

(£) “Person” shall mean an individual, firm, partnership, joint venture,
association, corporation, limited liability company, estate, trust, business
trust, receiver, svndicate or any other group or combination acting as a unit and
includes the plural as well as the sinqular number. (ord. ;B / /2016)

(qa) “Premises” shall mean a legal parcel compliant with the Subdivision
Map Act, or a leasehold interest in agricultural land for agricultural purposes
of outdoor, mixed-light, or indoor cultivation or processing of marijuana, or a
leased or owned space in an industrial or commercial building for purposes of

indoor cultivation, processing, manufacture or distribution of marijuana. (ord.
: & / _/2016)

719-4. IMPOSITION OF TAX.

In addition to any requirements imposed by Title III of this Code, each
person engaged in legally authorized commercial marijuana cultivation within the
unincorporated area of Humboldt County shall pay an annual tax of $1 per square

foot of outdoor cultivation area, $2 per square foot of mixed-light cultivation

area or $3 per square foot of indoor cultivation area. (ord. . 5 : [/ /2016)

719-5. ANNUAL ADJUSTMENT.

The tax imposed by this Chapter shall be adjusted on July 1, 2017, and July
1st of each succeeding vear based on the Consumer Price Index (CPI) for all urban
consumers in the as published by the United States Government Bureau of Labor
Statistics; however, no adijustment shall decrease the tax imposed by this

Chapter, unless approved by the Humboldt County Board of Supervisors. (ord. :
§ i / [2016)

719-6. COLLECTION AND REMITTANCE.

The tax imposed by this Chapter shall be collected by the Humboldt County
Treasurer-Tax Collector biennially in the same manner as other taxes fixed and
collected by the County of Humboldt. For purposes of this Chapter, taxes shall
begin to accrue on the date on which a person becomes engaged in legally
authorized commercial marijuana cultivation in accordance with the applicable

provisions of this Code and all other applicable state and federal laws and
requlations. (oxd. ., § , / /2016)

7159-7., PENALTIES.

Any person that fails to pay the tax required by this Chapter within 30
davs after the due date shall pay, in addition to the tax, a penalty for
nonpayment in a sum equal to 25 percent of the total amount due. An additional
10 percent penalty shall be added on the first day of each month following the
month of the imposition of the initial 25 percent penalty if the tax remains
unpaid - up to a maximum of 100 percent of the tax pavable on the due date.
Receipt of the tax payment by the Humboldt County Treasurer-Tax Collector'’'s
Office shall govern the determination of whether the tax is delingquent.
Postmarks will not be accepted as adequate proof of a timely payment. (ord. 7
§ i / /2016)

719-8. ADDITIONAL PENALTIES.

Any violation of this Chapter shall constitute a public¢ nuisance and shall
be subject to any and all administrative, civil, or criminal remedies available

to the County, including those set forth in Title III, Division 5, Chapter 1 of
this Code. (ord. , § . / /2016)
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719-9. MODIFICATION, REPEAL OR AMENDMENT.

The Humboldt County Board of Supervisors may repeal this Chapter, or amend

it in a manner which does not result in an increase in the amount of the tax or
broaden the scope of the tax imposed herein, without further voter approval. If
the Board of Supervisors repeals any provision this Chapter, it may subsequently
reenact it without voter approval, as long as the reenacted provision does not
result in an increase in the amount of the tax or broaden the scope of the tax
imposed herein. (ord. . § , / /2016)

719-10. ADMINISTRATION.

The Humboldt County Administrative Officer or designee thereof, upon the
approval of the Humboldt County Board of Supervisors, may promulgate regulations

to implement and administer the provisions of this Chapter. (ord. ah ’ /
/2016)
719-11. RECORD INSPECTION.

Whenever it is necessary to examine any books or records, including tax
returns, of any entity subject to the provisions of this Chapter, to ascertain
the amount of any tax due pursuant to this Chapter, the County shall have the
power and authority to examine such necessary books and records at any reasonable
time including, without limitation, during normal business hours. Such records

shall be maintained for no less than seven (7) vears. (ord. i B o T S2036)

719-12. APPLICATION OF PROVISIONS.

(a) In the event that the commercial cultivation of marijuana for casual
and/or recreational wuse is leqalized or decriminalized in the State of

California, the provisions of this Chapter shall apply, without subsequent voter
approval, to each person cultivating marijuana for such purposes in accordance
with the applicable provisions of this Code and all other applicable state and

federal laws and requlations. (ord. ; 8 L/ [2016)

(b) No payment of any tax required under the provisions of this Chapter
shall be construed as authorizing the conduct or continuance of any illegal

business or of a leqal business in an illegal manner. Nothing in this Chapter

implies or authorizes that any activity connected with the cultivation,

possession or provision of marijuana is legal unless otherwise authorized and

allowed by the State of California and permitted by the County. (ord. L8
[ /2016)
719-13., SEVERABILITY.

If any provision of this Chapter, or the application thereof, is held
invalid, such invalidity shall not affect any other provision or application of
this Chapter that can be given effect without the invalid provisions or

application and to this end, the provisions or application of this Chapter are

severable. (ord. i 8 ; / /2016)
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§ 719-14

719-14. COMPLIANCE WITH THE CALIFORNIA ENVIRONMENTAL QUALITY ACT.

The purpose of this Chapter is to establish a government funding mechanism
for general County purposes and the County is not committing to a specific course
of action with respect to the tax revenue generated hereunder, and therefore,
this Chapter is not a “project” subject to the requirements of the California

Environmental Quality Act (“CEQA”) as defined in Section 15378, subdivision (b

of the CEQA Guidelines. (Ord. . 8 ; / /20186)

719-15. OPERATIVE DATE.

This Chapter shall become operative on January 1, 2017. (ord. P T /
/2016)
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