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Cannabis in Vallejo

Joanna Altman
Assistant to the City Manager
AKA “Canna Czar”



Medical Marijuana History in Vallejo

* 1996 CA Compassionate Use Act
e 2003 CA Medical Marijuana Program Act
e 2011 City Ballot Measure C

- Business License Tax Certificate
- Up to 10 Percent on ALL Gross Receipts

e 2013 City Moratorium on Medical Marijuana Dispensaries
e 2015 City Ordinance providing Limited Immunity from Civil Prosecution



Actions Timeline

2016 City Medical Marijuana Stakeholder and Expert Group
* 2016 CAProp 64

« 2017 CA Medicinal and Adult-Use Cannabis Regulation and Safety Act (and
amended thereafter)

e 2017 City Land Use & Health and Safety Code - Intensive Use
* Feb 2018 Health and Safety Code - Adult Use Retail
 April 2018 Land Use & Health and Safety Code - Intensive Use on Adult-Use

* Dec 2018 Land Use & Health and Safety Code — All Cannabis Uses —
Transition out of Limited Immunity

* Ongoing Community and Stakeholder Engagement



Cannabis Retail Code
" Text Amendment

General Plan Designations in Consideration

ha I central Corridor

:" Neighborhood Corridor

I Retail/ Entertainment
Business/ Limited Residential

- Business/ Light Industrial

B ndustrial

' Non-Consistent Zoning Designation

Marijuana Dispensaries

b gy IR e

AT

©  Dispensary Location
Sensitive Land Use

¢ Public Schools

L Private Schools

& Child Care/ Youth Center Locations

,:l 600 ft. Sensitive Land Use Buffer




History of Measure Cin Vallejo

 Measure C approved by Voters in November 2011
- Allows the City Council to set the rate at or below the 10% limit

- Allows the City Council to set different rates for different activities
 March 2012 City imposed a maximum tax rate of 10% of gross receipts
* Generated $2.69 million in FY 217-18



Cannabls Tax Amendments

HdL Completed a Cannabis Tax Analysis report to inform Council and staff (link)
* |Increased saturation in Vallejo’s economic radius
* \Vallejo’s mature regulatory framework with low fees and an existing tax

* Vallejo industry opportunities

Cannabis Tax Rates Among Neighboring Jurisdictions

Jurisdiction Tax Rates

Berkeley 5% for adult-use (recently reduced from 10%), 2.5% for medical
Benicia Up to 6% of gross receipts (no current retailers in operation)

Oakland 10% for adult-use, 5% for medical (likely to be reduced in near future)
Hayward Currently set at 6%; allows up to 15%

San Leandro Currently set at 6%; allows up to 10%

Emeryville Up to 6% of gross receipts

Contra Costa County Currently up to $7/sf for cultivation; up to 4% of gross receipts for all others



http://vallejo.hosted.civiclive.com/common/pages/DisplayFile.aspx?itemId=15466359#page=407

Adopted

ax Model & Long-Ra

nge Forecast

00020406081012141618202224262830323436

1819202122232425262728293031323334353637

Total
Industry # of Proposed . .
Business Type Licenses | Taxrate F;gf;tsg $1 Mll @
Adult-Use Retail 11 7%| $ 1,364,009 / than current
Medical Retail 11 0%| $ - budget
Manufacturing 4 5% $ 400,000
Distribution 2% $ 160,000
Cultivation 2 5% $ 400,000
Laboratory Testing |  ----—--- 0% | e
Total| $ 2,324,009
(Mil.) 001-GENERAL FUND General Fund Surplus/Shortfall (mil.)
[C——1Unassigned Balance 15% of Exp ----- 10% of Exp e====Previous City Forecast
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$10 - = e — — =11
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30
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Key Takeaways

e Build Relationships!
- Cannabis Operators
- Patients
- School District
- Residents
- City Department Representatives

e Set-up an Ad-Hoc Committee of the City Council
* Be Flexible

- Understand Industry and Evolving Impacts

- Recognize Defeats and Move Forward



Port Hueneme Police Department

State of Cannabis Report

Fiscal Impact of Medicinal and Adult Use
Cannabis in Port Hueneme

Andrew Salinas
Chief of Police & Interim City Manager

Serving Our Community with Pride and Professionalism



With the adoption of Ordinance No. 727 on July
5, 2017, the City of Port Hueneme became the
first city in Ventura County to recognize and
allow for the sale, distribution, manufacturing,
cultivation, and delivery of medicinal marijuana.
This would later be amended to include
recreational use in January 2018.



Cannabis in Port Hueneme

* Leadership position in Ventura County, combined with =k ""“'ﬁ?
careful regulatory framework T s

* Our Goal was to be the model cannabis licensing program
in the State and County. We would accomplish this
through careful screening of each license application,
combined with public input through our CUP Process,
and our law enforcement initiatives

* Develop a Community Contributions Program whereby
all cannabis businesses operating in Port Hueneme
commit to giving 1% of gross sales to Community
Programs and Organizations




Fees
Application deposit S10K
Owner Background/ Live Scan S445.56/pp
CUP S4.411
Annual Business License S2,365

(based $2.5mil gross receipts)
Building & Safety / Tenant Improvements | $2,500 (based on S85K project)
B/P/E/M Plan check/permits
Certificate of Occupancy 5201
Annual Review/Audit S10K
TOTAL:| $30,000




Cannabis Update — Where are we?
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City Revenue and Forecasting
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Retail Sales Data
2018 Quarter 1 v. 2019 Quarter 1

7.50% 4.00%

Restaurants & Hotels Gas & Service Stations

74.40%

General Consumers
Goods

55.00%

35.00%

Fast Food Restaurants  Point of Sales Receipts



Customer Data




1385 customers per day
« 41,500 customers per month

*$65 -$75 per transaction
*Ages 21-90 years old




Cannabis by the Numbers In Port Hueneme

Place of Residence Place of Residence

Port Hueneme 10 % California 87 %
Oxnard 42 % | Arizona 1.5%
\Ventura 19% Texas 1.3%
Camarillo 9% Florida .70 %
Santa Paula 3% | Washington .70 %
Thousand Oaks 2% | Nevada .60 %

Other 15% New York .56 %
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Over 60
14%

Customer Age Demographics
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California Cannabis Taxes




City

Cannabi
s Tax
Rate

e
Tax

Total Tax

Rate

Per $100

San Diego
Los Angeles
Bakersfield
Santa Barbara
SantaAna
Long Beach
Port Hueneme
Carson
Cathedral City
Sacramento
Palm Springs

8%
10%
7.5%

6%

2%
12%

2%
18%
10%

4%
15%

1.15%
9.5%
1.25%
8.75%
1.715%
10.25%
8.75%
9.5%
8.75%
8.25%
9.25%

15%
15%
15%
15%
15%
15%
15%
15%
15%
15%
15%

30.75%
34.5%
29.25%
29.75%
27.15%
37.25%
28.715%
42.5%
32.75%
27.25%
39.25%

$130.75
$134.50
$129.25
$129.75
$127.75
$137.25
$128.75
$142.50
$132.75
$127.25
$139.25



Community Benefits & Economic Impacts
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Cannabis Tax

2018 - .56 million

2019 — 1.8 million

dMTEEEA

DISPENSARY

Community

Contributions
2018 - $44,000

2019 - $206,000

210 Jobs Created
$18 /hr average salary
$38,000/Yr
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SKUNKMASTERS
A H«gﬂu Experience

GENESIS P.
STAFF/ ID # 0046

EMERALD FROMTEEARTH
N2a® PERSPECTIVE

Mead W.
Owner / ID# 0122

DANIEL Z.
GENERAL COUNSEL
ID # 0181
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HUENEME
STAFF / ID# 0190

SAVANNAH S.

CANNABIS CONSULTANT
ID # 0179




City of Port Hueneme Best Practices
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*

No Automatic Renewals of Permits - Annual Inspections
Responsible Cannabis Server Certification Training Program
Community Cannabis Educational Forums

Security Recommendations — Development Agreements
Deposit Meetings with Owners

Community Contribution Program — 1% Gross Sales
LiveScan Employees — Identification Card Program
Undercover Minor Decoy Operations

Mandatory Owner/Manager Meetings twice a year
Implement Marijuana/Cannabis in Social Host Ordinances
Mandatory Literature in all Retail and Non-Retail Storefront

TALK TO YOUR

CANNABIS
AND DRIVING
DON'T MIX

MARUUANA &
PREGNANCY

Clearing
the SMOKe

KEEP CANNABIS
AWAY FROM KIDS
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Yesterday-Cannabis, Tomorrow-
Hemp, and Finance-Fiscal Trends

David McPherson
HdL Companies
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What is Industrial Hemp

“Industrial hemp” means a crop that is limited to types of the plant
Cannabis sativa L. having no more than three-tenths of 1 percent
tetrahydrocannabinol (THC) contained in the dried flowering tops,
whether growing or not; the seeds of the plant; the resin extracted
from any part of the plant; and every compound, manufacture, salt,
derivative, mixture, or preparation of the plant, its seeds or resin
produced therefrom.



Federal Food Drug and Cosmetic Act

e The FD&C Act defines a “drug” as any product intended to treat a
disease, have a therapeutic or medical use. Any product (other
than food) that is designed to affect the structure of function of
the body of humans or animals is also considered a drug.

* To date the FDA has not approved any CBD products other than
Epidiolex.



Federal & California Hemp Laws

2016-2018 2018-2019 2020-2021
e AUMA- 2016-Hemp Law H&S e« AB 228-Hemp can be in * CDFA will submit a state Hemp
Code 11018.5 Defines Hemp food, and cosmetics. Bill was  Planin compliance with SB 153
* Food & Agriculture suspended until 2020 * USDA will finalize Hemp
Code 8100-810010 * SB 153-Established a State Regulations
e Farm Bill Act of 2018 was emp Flan o Hemﬁ) Banking Guidelines
updated from the Farm Bill Act ~ * USDA develops interim Developed
of 2014 (Pilot Program and rules-Oct 2019

Research)



Why Are There Hemp Operators Today?

 The Cooperative and Collective model for cannabis is no longer
permitted without a local & state license so businesses are
looking for alternatives to operate.

* Hemp has been removed off the Controlled Substance Act and
can cross state lines.

 Most cities do not have a land use ordinance in place prohibiting
hemp activities.

 Opportunity to develop new products which the consumers are
demanding.



Hemp Economic Trends




s Hemp Legal in California?

Hemp is prohibited from being manufacturing or sold in licensed commercial
cannabis businesses.

The state has not officially adopted a single law that expressly outlaws Hemp
(CBD) processing, sale, or consumption.

CDPH states that hemp (CBD) can not legally be added to foods, beverages,
dietary products and animal foods.

Currently there are no state regulations on cosmetics, smokable hemp, or hemp
(CBD) vapes under state law but they are prohibited under the Sherman Food,
Drug & Cosmetic Law especially if it makes medical claims.

FDA cracks down on 15 companies making illegal product claims of which 5 are
in California.



Hemp Products

* Tinctures * Protein Hemp Powder
* Balms & Salves e K9 Soft Chews

* CBD Gumdrops * Hemp Pellets

* CBD Soft Gels * |solate

* Water Soluble Liquid * CBD Sports Cream

* Water Soluble Powder * Vape & E-Liquids

* Vape Cartridges * Cellulose Face Mask



Survey: Consumers Replace Prescription & Over-the-Counter Drugs With CBD

Did You Use CBD What Drug Did You Replace With CBD?
to Replace a Prescription or OTC Drug?

Yes, | replaced the
medication entirely An OTC drug

22%

47%

Mo, | wasn't

taking any

medication
A8%

A prescription

36%
opioid

A prescription

33%
anti-anxiety drug

Mo, | took CBD in A prescription
addition to the sleep drug
medication
30% 0% 10% 20% 30% 40% 50%
Percent of Respondents

22%

Source: Consumer Reports
Copyright 2019 Hemp Industry Daily, a divison of Anne Holland Wentures Inc. All rights reserved.




What is @ CBD Retailer

CBD Retailer CBD Retailer



Major Retailers Step Into The CBD Realm

RETAILERS SELLING CBD PRODUCTS CONSERVATIVELY YET TO ENTER THE MARKET

amazon (ULTA Cosrco.
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Hemp Market Projections

e The USDA estimates that the nation’s hemp producers collectively will sell $25.5

million worth of hemp next year. That figure should raise to $64.5 million in 2021
and $104 million in 2022.

Thg(r)elgas been an increase of production licenses issued from 817 in 2016 to 6,787
in :

The three drivers of hemp sales:

 The rate at which hemp acreage has increased in recent years from 9,649 in 2016 to
155,688 in 2019.

The number of states whose hemp pilot programs produced a crop in recent years.
How many states have passed legislation following the signing of the 2018 Farm Bill.



Hemp: Current Production Status

Siskiyou

I PRODUCTION ACREAGE, NO MORATORIUM

Il PRODUCTION ACREAGE, WITH MORATORIUM el
Il TOTAL REGISTERED GROWERS

[ TOTAL ACRES GROWN

Tehama

Mendocino
11 4158
., Colus

B NO MORATORIUM, NO CURRENT PRODUCTION ol <cc 19

I HEMP PRODUCTION ORDINANCE PASSED,
NO CURRENT PRODUCTION

35 2,748.4

I BAN OR MORATORIUM UNTIL 2020

10 = 679.5

UNKNOWN

23 1 6,462.4

4 1 1045

17 1 1,026.7
Orange \

6 11256

Source: California Department of Food and Agriculture’s Hemp -
Registration Summary (as of 8/26/19), Hemp Industry Daily

7

338 11076


https://hempindustrydaily.com/wp-content/uploads/2019/09/Cali-counties-hemp.png

Cannabis Fiscal Trends




State Program Social Equity Funds

City of Los Angeles (51,834,156.38)
City of Oakland ($1,657,201.65)
County of Humboldt (51,338,683.13) J—
City & County of San Francisco (51,338,683.13) e -

City of Sacramento ($1,197,119.34) E U|TY |
City of Long Beach ($913,991.77) ; S
City of San Jose ($560,082.30) C it R
County of Santa Cruz ($560,082.30)
City of Coachella ($500,000.00)
City of Palm Springs ($100,000.00)




License By Type As OF SEPTEMBER 11, 2019

Licenses Issued ] c_ulm_:atwon
as of September 11, 2019 Testing Laboratory W Distributor
Distributor-Transport Only Manufacturing
Microbusiness J

I Retailer

. Retailer Nonstorefront
Retailer Nonstorefront u

6551 -

Microbusiness
B Distributor-Transport ...
W Testing Laboratory

Cultivation

Manufacturing etz

Distributor



License By County As oF SEPTEMBER 11, 2019

Total Licenses
as of September 11, 2619

LOS ANGELES COUNTY
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Il RIVERSIDE COUNTY
B SACRAMENTO COUN...

SONOMA COUNTY B SONOMA COUNTY
HUMBOLDT COUNTY
SACRAMENTO COUNTY M Others
RIVERSIDE COUNTY
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Licenses Issued

12k

10k

8k

6k

4k

2

=~

®

License

18.79k

1/11/2619

9.79k

2/19/2019

4/22/2019

Date, License Types

5.87k

By Date and Type - 2019

6.55k

7/24/2019

9/11/2019

License Types
Cultivation

Distributor

Distributor-Transport
Only

Manufacturing
Microbusiness
Retailer

Retailer Nonstorefront

Testing Laboratory



Gross Receipts: 8 Quarters 2017 Q3 to 2019 Q2

Gross Receipts
$3,492,267,611
Local Tax Allocation (1%)
$34,922,076 II

222222222222222222222222222222222222222222222222

rrrrrr



Gross Receipts By County 2017a3t0201902

Gross Receipts (Retail)

1G ™ ) 4 e ‘2 2 6 7 6 1 1 Gross Receipts
$ 5 ? 9 ? ? W 610.05M-912.43M
307.67M-<610.95M

866M B 5.29M-<3067.67M

600M

400M

: III



Fiscal Impacts on California Cannabis Industry?




-inancial Impacts on Cannabis Businesses

Fiscal Impact

* There are 29 major cannabis business on the stock market

A majority of the cannabis stock value continue to drop 40%-60%

Venture Capitalist are renegotiating the terms of funding agreements

Business are downs sizing due to high cost and less revenue than expected
Multistate State Operators (MSO's) are holding onto their cash

Business are not paying their bills and aged receivables are getting higher

Banking is still a major issue for operators which is affecting their ability to
obtain loans



Top Cannabis Business Stocks

Updated for filings through 12 30,19

U.S. Dollar Reporting

Company Sz

GW Pharma

Trulieve

Green Thumb Industries
Curaleaf

KushCo Holdings

TILT Holdings

MedMen Enterprises
Cresco Labs

Tilray

Harvest Health & Recreation
ANR Strategies
Chariotte’s Web Holdings
Acreage Holdings
rtAnthus Capital

Columbia Care
GrowGeneration

Flanet 13 Holdings
Harborside

Green Growvwth Brands
CVv Sciences

Innovative Industrial Properties
Marimed

C21 Investmentis

Indus Holdings

cbdMD

Village Farms

Vireo Health

MJardin Group

4Front Ventures
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OoOTC: CWEBHF
OoOTC: ACRGF
OTC: ITHUF
OTC: CCHWF
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Mergers & Acquisitions 2019 YTD

2019 Capital Raises by Type & Week
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Value of Raises Year-to-Date
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Questions!




