

























































































(e) Every person or entity who fails to post the notices as required by this section, that alters the notice provided
by the commission, or that removes the notice before the posting period required in subdivision (c) or (d), as
appropriate, expires, shall be subject, notwithstanding Section 26090, to a civil penalty of one thousand dollars
(81,000) for each offense.

26048.5. (a) (1) As provided in this section, licenses issued pursuant to this division shall be subject to
suspension or revocation for multiple or repeated violations of this division or the Revenue and Taxation Code.

(2) In addition to any applicable fines or penaities for a violation, upon first conviction of a violation, a licensee
shall receive a written notice from the commission detailing the suspension and revocation provisions of this
division. At its discretion, the commission may also suspend a license following a violation for up to 90 days.

(3) In addition to any applicable fines or penalties for a violation, upon a second conviction of a violation
within two years of a previous violation, the license shall be revoked.

(b) The date of the occurrence of a violation shall be used to calculate the duration between subsequent
violations. A violation shall be noted in the license record at the commission only after judicial conviction or final
adjudication of a violation.

(¢) Upon updating a record for a violation triggering a suspension, the commission shall serve the licensee with
a notice of suspension and shall order the licensee to cease the sale, gifting, or displaying for sale of cannabis or
cannabis-infused products for the period of the suspension. The notice of suspension shall inform the licensee of the
effective dates of the suspension.

(d) Continued sales, delivery or gifiing of cannabis or cannabis-infused products after the effective date of the
suspension shall constitute a violation of this division and result in the revocation of a license.

(e) Upon completion of a suspension period, a license shall be reinstated by the commission.

() Upon updating a record for a violation triggering a revocation, the commission shall serve the licensee with
a notice of revocation and shall order the licensee to cease the sale, delivery, gifting, or displaying for sale of
cannabis or cannabis-infused products on and after the effective date of the revocation. The notice of revocation
shall inform the licensee of the effective date of the revocation.

(g) After a revocation, a previously licensed applicant may apply for a new license after one year; however, the
commission may, at its discretion, accept new applications or issue a new license at any time.

(h) Upon updating a license record for a violation, suspension, or revocation of a license of a person or entity
that owns or controls more than one location, the commission shall send notice in writing of the violations,
suspensions, or revocations within 15 days of the commission’s action to the mailing address or electronic mail
address included in the application and listed on the license for receipt of correspondence or notices from the
commission.

(i) Upon suspension or revocation of a license pursuant to this section, the commission shall notify the licensee
in writing by certified mail or electronic mail message, or by a combination of the foregoing methods, within 48
hours of the suspension or revocation of that license. All licensees shall provide to the commission and shall update,
as necessary, a mailing address or electronic mail address that the commission can use for purposes of making the
notifications required by this subdivision.

() Violations by a licensee at one location may not be accumulated against other locations of that same
licensee. Violations accumulated against a prior owner at a licensed location may not be accumulated against a new
owner at the same licensed location.

(k) For purposes of this section, a violation includes violations of the Revenue and Tuxation Code relating to the
sale or transaction of cannabis or cannabis-infused products, and described in this division. Only one violation per
discrete action shall be counted toward a suspension or revocation of a license.

26049. A person who, after receiving a notice of suspension or revocation, continues to display for sale
cannabis or cannabis-infused products shall be subject to a civil penalty of one thousand dollars ($1,000) for each
offense, and shall not be subject to Section 26090.

CHAPTER 11. ZONING AND LAND USE

26050. (a) Except as provided by this chapter and Chapter 17 (commencing Section 26075), a city, county, or
city and county, shall not be prevented under California law from adopting, enacting or carrying out local zoning
ordinances that reasonably regulate, but not unreasonably restrict or prohibit, the location of licensed persons or
entities operating pursuant to this division. For the purposes of this section, reasonable regulation shall include, but
not be limited to, adopting, enforcing or carrying out regulations that:

(1) Restrict the location of commercial cultivator licensees to agricultural or industrial zones.

(2) Restrict the location of wholesale licensees to industrial and commercial zones.

(3) Restrict the location of medical cannabis collective, cooperative or dispensary licensees to agricultural,
industrial or commercial zones.
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(4) Restrict the location of specialty establishment licensees to agricultural, industrial or commercial
zones.
(3) Restrict the location of retail licensees to commercial zones.
(6) Prevent any storefront licensee from locating within a 250-foot radius of another storefront licensee.
(7) Prevent any licensee from locating within a 1000-~foot radius of a school.
(8) Prevent any licensee from locating within a residential zone.
(9) Restrict or prevent the cultivation of cannabis by a licensee in a combined growth area in excess of the
Sfollowing amounts per premises:
(4) One thousand square feet (1,000 sq. ft.) for indoor cultivation;
(B) Three thousand square feet (3,000 sq. ft.) for greenhouse cultivation; and
(C) Five thousand square feet (5,000 sq. ft.) for outdoor cultivation.

(b) Notwithstanding subdivision (a), a city, county, or city and county, shall not be prevented under California
law from adopting, enacting or carrying out local ordinances that unreasonably restrict or prohibit the issuance or
renewal of licenses under this division, provided that the ordinance proposing such unreasonable restriction or
prohibition is approved by a majority vote in such jurisdiction of the qualified voters of the city, county, or city and
county, voting in an election on the issue.

(¢) No ordinance adopted, enacted or carried out pursuant to this chapter shall regulate, restrict or prohibit the
issuance or renewal of a license, or the location or operation of a licensed person or entity, based upon the
operational date of a license or sellers permit, or based upon a specified date of establishment.

(d) Except as provided by local law, no licensee located in a residential zone shall cultivate cannabis in excess
of the following amounts per premises:

(1) One thousand square feet (1,000 sq. ft.) for indoor cultivation;
(2) Three thousand square feet (3,000 sq. fi.) for greenhouse cultivation, and
(3) Five thousand square feet (5,000 sq. ft.) for outdoor cultivation.

26051. (a) This section shall apply to all qualified business entities applying for a license or renewal under this
division, and to all qualified business entities engaging in commercial cannabis activity prior to the adoption of
regulations pursuant to this division.

(b) Except as provided by subdivision (c), no qualified buszness entity shall be permitted to locate within a
1000-foot radius of a school.

(¢) Nothing in this section shall prevent a city, county, or city and county from providing an exemption to the
requirements of subdivision (b) for qualified business entities that locate within not less than a 600-foot radius of a
school.

(d) The distance specified in this section shall be the horizontal distance measured in a straight line from the
property line of the school to the closest property line of the lot on which the qualified business entity is to be
located without regard to intervening structures.

(e) This section shall not apply to a qualified business entity that is also a licensed residential medical or elder
care facility.

26051.5. (a) For the purposes of this chapter, "school" means any public or private school providing instruction
in kindergarten or grades 1 to 12, inclusive, but does not include any private school in which education is primarily
conducted in private homes.

(b) Any person in violation of this chapter is guilty of a misdemeanor, punishable by imprisonment in the county
jail for a period of not more than six months, or by a fine of not more than two thousand five hundred dollars
($2,500), or by both such fine and imprisonment.

CHAPTER 12. LABELS, CONTAINERS, AND PRODUCT CERTIFICATION

Article 1. General Requirements

26052. (a) Except as otherwise provided by rules and regulations as the commission may prescribe, all
cannabis or cannabis-infused products sold or delivered with the intent that such cannabis or cannabis-infused
products are meant for consumption off-premises shall include a label affixed to the product in accordance with this
chapter.

(b) Any product label, product certification or product notice required by this division shall include the
Jollowing accurate information about the cannabis product or cannabis-infused products:

(1) The potency of the cannabis or cannabis-infused products, if available.

(2) The purity, processing, and any adulteration of the product. This requirement is satisfied by a
certification that there is no detectable presence of pesticides, fungicides, rodenticide, or potentially poisonous
chemicals used within the product, under the rules the commission may prescribe.

(3) The cannabis cultivation area, city, county, city and county, or appellation of origin.
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(4) The date of harvest or manufacture, if the cannabis product is not a living plant.
(3) Any other information or requirements deemed appropriate by the commission.

(¢) Except as otherwise provided by rules and regulations as the commission may prescribe, a product label
shall be affixed to all edible cannabis sold or delivered by a licensee, and shall include the following information,
prominently displayed and in a clear and legible font:

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

(2) Net weight of cannabis in package.

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

(4) List of pharmacologically active ingredients, including, but not limited to, tetrahydrocannabmol (THC)
and cannabidiol (CBD) content, clear recommended dosage, and the size or volume of recommended dose.

(5) All other information required by this chapter.

(6) Any other information or requirements deemed appropriate by the commission.

26053. (a) It shall be unlawful for a licensee, or any of its officers, agents or employees to knowingly omit from
the packaging or container of cannabis or a cannabis-infused product, a label as required by this article, except as
otherwise provided by rules and regulations that the commission may prescribe.

(b) Any person or entity that fraudulently produces, possesses or utilizes a label that misrepresents or aftempts
to misrepresent compliance with this article shall be guilty of a misdemeanor and subject to imprisonment for not
more than one year, or to a fine of not less than one thousand dollars (81,000) and not more than twenty-five
thousand dollars (825,000), or to both a fine and imprisonment. This subdivision shall not apply to a person who
possesses a fraudulent label affixed to a cannabis product possessed and obtained for personal use, and not for sale.

Article 2. Enhanced Certification

26054. (a) Cannabis testing facilities may certify, under penalty of perjury, California-based cannabis that
meets certain conditions. Upon certification of the items listed under subdivision (b), the cannabis testing facility
may affix a label and provide a certificate concerning the product, in a manner or fashion to be determined by the
commission.

(b) Cannabis Testing Facilities shall accurately determine when all of the following requirements are met:

(1) Certification that there is no detectable presence of pesticides, fungicides, rodenticide, or potentially
poisonous chemicals used within the product.

(2) Certification, under penalty of perjury, by the cultivator, manufacturer, producer, collective,
cooperative, or licensee, or ‘any of its officers, agents or employees, that no stage of cultivation, production or
manufacture has occurred outside the State of California.

(3) Certification that the information required pursuant to this chapter is conspicuous and accurate.

(4) Any other certification or modifications to the foregoing qualifications to ensure that such program
reflects the highest standards of cannabis grown, produced and manufactured within the State of California.

26055. (a) A label affixed pursuant to Sections 26054 shall be conspicuous, and contain all of the following:

(1) The date of certification.

(2) A unique serial identification number, provided for confidential reference by the commission, of the
licensed cannabis testing facility that certified such cannabis met the packaging requirements of this chapter.

(3) A reference number maintained only by the cannabis testing facility to reference the provided label or
product. :
(b) The commission shall determine all procedures for application and certification of cannabis in a manner
consistent with California law.
(¢) The third-party certification made pursuant to Section 26054 shall be a wholly voluntary process that
satisfies the certification requirements of this chapter.

CHAPTER 13. HOURS OF SALE AND DELIVERY FOR ON-SITE CONSUMPTION

26056. (a) Any licensee, or any of its officers, agents or employees who sells, gives, or delivers to any person,
other than to another licensee, or any of its officers, agents or employees any cannabis intended for consumption
upon the grounds of the licensed premises between the hours of 2 o’clock a.m. and 6 o’clock a.m. of the same day is
guilty of an infraction, punishable by a fine of not more than two thousand five hundred dollars (§2,500).

(b) For the purposes of this section, on the day that a time change occurs from Pacific standard time to Pacific
daylight saving time, or back again to Pacific standard time, "2 o'clock a.m." means two hours after midnight of the
day preceding the day such change occurs.

(¢) This section shall not apply to the sale of cannabis to licensed persons or entities, or officers, agents or
employees acting on their behalf, or the sale of cannabis by an off-sale licensee, or a licensee selling packaged
cannabis not intended for consumption upon the licensed premises.
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26057. Except as otherwise provided by state or local law, it shall not be a violation of California law for an
adult or qualified patient to consume cannabis upon the grounds of a licensed premises.

CHAPTER 14. MINORS AND UNLAWFUL ACTIVITY

26058. (a) Any minor who is not a qualified patient that consumes cannabis upon a premises that is licensed
pursuant to this division is guilty of an infraction, punishable by a fine of not more than one hundred dollars ($100).

(b) Except as authorized or otherwise provided by law, every minor who is not a qualified patient, primary
caregiver, or person with an identification card, who purchases cannabis or cannabis-infused products from a
licensee is guilty of an infraction, punishable by a fine of not more than one hundred seventy-five dollars (3175).

(c) Except as authorized or otherwise provided by law, every minor who is not a qualified patient, primary
caregiver, or person with an identification card, who attempts to purchase or acquire cannabis or cannabis-infused
products from a licensee shall be guilty of an infraction punishable by a fine of not more than one hundred dollars
(3100). : '

26058.5. No cannabis shall be consumed in the public right-of-way within fifty (50) feet of a storefront licensee.
Any person violating this provision is guilty of an infraction, punishable by a fine of not more than one hundred
dollars ($100).

26059. (a) Any licensee who knowingly permits a minor who is not a qualified patient to consume cannabis
upon a premises that is licensed pursuant to this division is guilty of an infraction or misdemeanor.

(b) A violation of this section is punishable by a fine of one thousand dollars ($1000), no part of which shall be
suspended, upon a finding that a first offense has been commitied. Subsequent violations of this section are
punishable by a fine of not less than one thousand dollars ($1000) and not more than two-thousand five hundred
dollars (82,500), upon a finding that a second or subsequent offense has been committed.

(¢c) The commission may revoke a license for a second violation of this section or Section 11725 of the Health
and Safety Code that occurs within any 24-month period. This provision shall not be construed to limit the
commission’s authority and discretion to revoke a license prior to a second violation when the circumstances
warrant that penalty. )

(d) For purposes of this section, no violation may be considered for purposes of determination of the penalty
until it has become final.

(e) Persons under 21 years of age may be used by peace officers in the enforcement of this section and Section
11725 of the Health and Safety Code to apprehend licensees, or any of its officers, agents and employees, who sell
or furnish cannabis or cannabis-infused products to minors. Notwithstanding any other provision of law, any person
under 21 years of age who purchases or attempis to purchase any cannabis or cannabis-infused products while
under the direction of a peace officer is immune from prosecution for that purchase or attempt to purchase an
cannabis or cannabis-infused products. Guidelines with respect to the use of persons under 21 years of age as
decoys shall be adopted and published by the commission. Law enforcement-initiated minor decoy programs in
operation prior to the effective date of regulatory guidelines adopted by the commission shall be authorized as long
as the minor decoy displays to the seller of cannabis or cannabis-infused products the appearance of a person under
21 years of age. This subdivision shall not be construed to prevent the commission from taking disciplinary action
against a licensee whq sells cannabis or cannabis-infused products to a minor decoy prior to the commission’s final
adoption of regulatory guidelines. After the completion of every minor decoy program performed under this
subdivision, the law enforcement agency using the decoy shall notify licensees within 72 hours of the results of the
program. When the use of a minor decoy results in the issuance of a citation, the notification required shall be given
to licensees and the commission within 72 hours of the issuance of the citation. A law enforcement agency may
comply with this requirement by both leaving a written notice at the licensed premises addressed to the licensee and
by mailing a notice addressed to the licensee.

CHAPTER 15. RECORD HANDLING AND PATIENT VERIFICATION

26060. (a) All information and records acquired by the commission or any commission employee or
representative are confidential in nature, and except insofar as may be necessary for the enforcement of this
division, shall not be disclosed by any of them.

(b) Except insofar as may be necessary for the enforcement of this division, any commission employee or
representative who discloses any information acquired by any inspection or examination made pursuant to this
division is guilty of a felony, and upon conviction shall be imprisoned pursuant to subdivision (h) of Section 1170 of
the Penal Code.

26061. (a) Until 90 days after federal law permits the production and sale of cannabis consistent with
California law, no person, entity or government agency, or agency working on their behalf, may collect, attempt to

33 of 59




collect, sell, attempt to sell, give away, attempt to give away, furnish, attempt to furnish, allow the distribution of,
include in a database, or create a database with, any thumbprint or other biometric data, from any person or entity
who applies, attempts to apply, renews, attempts to renew, possesses, uses or attempts to use any commercial license
issued under this division.

(b) Notwithstanding any other provision of law, any records of a person or qualified business entity that applies,
attempts to apply, renews, attempts to renew, possesses, uses or attempts to use a license issued pursuant to this
division which specifically deals only with cannabis-related activities, shall remain confidential. This subdivision

shall not restrict or prohibit the commission from collecting, sharing and using any information that is necessary for -

it to conduct its essential regulatory operations.

(¢) It shall be unlawful to retain identifiable information from a commission-issued card reader for any
purposes other than to verify that individual's status as a qualified patient; primary caregiver, or person with a valid
identification card,

26062. (a) Upon swiping or scanning a card equipped with a magnetic stripe or quick response code using a
commission-issued patient identification card-reading device, the system shall either:

(1) display a “VALID” statement, along with returning: (i) the full valid identification card number; (ii) the
county of issuance; (iii) the expiration date of the identification card; and (iv) the seal of the county or state of
issuance, as displayed on the identification card.

(2) display an “INVALID” statement, or return an error providing that such verification failed or
otherwise could not be processed.

(b) If an unaltered commission-issued patient identification card-reading device provides a medical cannabis
claim as verified, the information received from the commission reasonably matches the related information
contained on the identification card, and the photo contained on the identification card reasonably matches the
likeness of the person, such person shall be considered eligible to obtain and use medical cannabis under California
law.

26064. The commission may develop and maintain a reliable method of identifying eligible qualified patients
and their designated primary caregivers not in possession of a valid state-issued identification card.

26065. (a) A licensee must verify the age or status of adults, qualified patients, primary caregivers, or persons
with valid identification cards to ensure that such individual is qualified to purchase and possess cannabis under
California law.

(b) Evidence that such person is “qualified to purchase and possess cannabis under California law” may
include a facsimile of or a reasonable likeness of a document issued by a federal, state, county, or municipal
government, or subdivision or agency ‘thereof, including, but not limited to, a motor vehicle operator’s license, a
registration certificate issued under the federal Selective Service Act, or an identification card issued to a member of
the Armed Forces, that contains information suggesting such individual has reached the age required to lawfully
purchase cannabis within the State of California, or any valid medical marijuana identification card.

(c) A person shall be deemed verified as a qualified patient or primary caregiver if all of the following
conditions apply:

(1) The license of the attending physician has been verified, and the license is in good standing to practice
medicine or osteopathy in a state, district, territory, commonwealth, or insular possession of the United States.

(2) If a written or oral recommendation or approval provides an expiration date, the recommendation or
approval shall not have expired.

(3) The recommendation or approval, written or oral, can be verified with the attending physician, or an
agent of the attending physician, via telephone or Internet web-based system, or the signature of the attending
Dphysician affixed on any written recommendation or approval can otherwise be verified as genuine.

(4) The person, only if claiming to be a primary caregiver or an agent of an eligible qualified patient, can
provide sufficient information that, by a preponderance of the evidence, such individual is acting on behalf of a
qualified patient.

(d) A person shall be deemed verified as a qualified patient or primary caregiver if he or she is in possession of
a valid and verifiable identification card issued by the designated agency of a state or territory within the
Jurisdiction of the United States of America.

(e) Notwithstanding any other provision of law, no licensee shall knowingly or intentionally sell or deliver
cannabis to a qualified patient or primary caregiver under 18 years of age who is not in possession of a valid
identification card, unless he or she is accompanied by a parent or guardian.

(f) Nothing in this section shall be construed to abridge the rights, privileges and immunities of Section 11721.5
as such Act existed prior to November 8, 2016.
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CHAPTER 16. ADDITIONAL REGULATORY PROVISIONS

26070. (a) The commission shall establish a program for licensees to voluntarily report quarterly or annual
cannabis production and sales data related to their licensed operations under rules the commission may prescribe.

(b) The commission shall quarterly or annually provide to the public a compiled report that includes:

(1) The number and type of licensees participating in the data collection program in each county and in the state.
(2) The total reported amount of dried cannabis, concentrated cannabis, and cannabis-infused products produced
and sold in each county and in the state.

(3) The average amount and price of cannabis sold or transacted at wholesale or at retail.

(4) The costs incurred by the commission or a state agency in enforcing state laws and regulations related to
cannabis.

(5) The costs incurred by a city, county, or a city and county, incurred in enforcing state and local laws.

(6) The amount of square footage allowed in cultivation in each county and in the state.

(7) The revenue from fees imposed pursuant to this part.

(8) Any other information deemed appropriate by the commission.

“(c) Every person who manufactures, produces, sells, offers, or transfers to another any document purporting to
be either a truthful or accurate representation of the information collected pursuant to this section, knowing such
document to be false or counterfeit and with the intent to deceive, shall be guilty of a misdemeanor, punishable by
imprisonment in the county jail for a period of not more than six months or by a fine of not more than five hundred
dollars (3500), or by both such fine and imprisonment.

(d) Beginning 30 days after the date when federal law permits the possession and sale of cannabis consistent
with this division, the commission shall require the participation in the reporting program provided in this section.

26071. (a) The commission shall have the power to study and implement enhancements to the possession or
cultivation floor amounts set forth in Section 11721 or 11721.77 of the Health and Safety Code. These enhancements
shall be made only after public comment and consultation with interested persons and organizations, including, but
not limited to, farmers, health care professionals, law enforcement, local governments, members of the general
public, qualified patients, and researchers, and shall have the full force and effect of law.

(b) Notwithstanding any other provision of law, nothing shall authorize the commission to modify the possession
or cultivation protections below the floor amounts set forth in Section 11721 or 11721.77 of the Health and Safety
Code.

(¢) Notwithstanding any other provision of law, on or before October 3 1, 2017, the commission shall study
enhancements to the possession or cultivation floor amounts set forth in Section 11721 or 11721.77 of the Health
and Safety Code.

(d) Commencing 30 days after the commission makes a determination pursuant to this section, no adult,
qualified patient, primary caregiver or person with a valid identification card shall be arrested or prosecuted nor be
subject to any criminal or civil penalties for the possession, production, cultivation, transportation, manufacture,
processing, sharing, or giving away of cannabis for personal use, and not for sale, in the amounts specified by the
commission, provided that nothing in this section shall be construed to preempt laws or ordinances adopted in
accordance with Section 11736.1 of the Health and Safety Code.

26072. (a) The commission shall adopt regulations as otherwise necessary to implement this division no later
than October 31, 2017. Except as otherwise provided under this division, the commission may adopt or carry out
regulations as needed for the continued everyday operation of the regulatory and enforcement provisions of the
program in a manner that promotes the spirit of this division.

(b) The commission shall develop additional administrative protocols to implement the responsibilities
described in subdivision (a), including, but not limited to: ‘

(1) Protocols to complete the application process, and either approve or deny an applicant pursuant to
California law, within 60 days from the date of application;

(2) Protocols to deny an application or renewal if the licensee operates or intends to operate its facilities
within a zone prohibited by California law, or otherwise operates or intends to operate in violation of California
law;

(3) Protocols for inspections, investigations, searches, seizures and such additional activities as may
become necessary from time to time; and

(4) Protocols for peace officers and employees of the commission to eﬁ‘ ciently, effectively and
appropriately enforce the regulations of this division.

(¢c) No licenses shall be deemed valid until the operative date of these regulations. With respect to licenses
issued prior to January 1, 2018, such licenses shall be valid for one year, beginning January 1, 2018.

(d) If the commission or department fails to adopt, enforce or carry out regulations to implement this division
_ on or after the end of the evening of October 31, 2017, any citizen may commence a mandamus action in Superior
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Court to compel the commission or department to perform the actions mandated under this division.

(e) Notwithstanding any other provision of law, if the commission fails to issue or deny a license within sixty
days of the submission of a valid application or renewal pursuant to the regulations adopted by this division, the
license shall be deemed issued, and a copy of the license application or renewal shall be deemed a valid license.
Such licensee shall be governed by the appropriate regulations and provisions set forth in this division.

CHAPTER 17. LOCAL REGULATION

26075. (a) Nothing in this division shall prevent a city, county, or city and county from reasonably requiring a
licensee or applicant to obtain a business tax certificate, business operation tax certificate, business registration
certificate, or other business license, registration or certificate commonly applied to other businesses in such
Jurisdiction, provided that a city, county, or city and county shall not unreasonably restrict or prevent a licensee,

- applicant or other person from applying for, obtaining, or renewing a business license, registration or certificate.

(b) Except as otherwise provided by state or local law, a business license, registration or certificate issued by a
city, county, or city and county shall not be construed to authorize the commercial production, distribution or sale of
cannabis unless such person or entity has an appropriate license as required pursuant to this division.

26075.5. A city, county, or city and county, may confer with the commission to request the administration of
regulations or other types of licenses for commercial activities involving cannabis cultivation, manufacture, sale or
distribution. This license shall confer certain rights to the licensee, and any of its officers, agents and employees, to
conduct those activities under state law pursuant to the rules and regulations set forth by the commission, and such
license shall be recognized by all state and local government officials as with any other license.

26076. (a) Nothing shall prevent a city, county, or city and county, from retaining, enacting or carrying out
reasonable and appropriate environmental and public health controls to ensure that any licensed premises or
licensed cultivator of cannabis minimizes any harm to the environment, adjoining and nearby landowners, patrons,
employees, and persons passing by.

(b) Notwithstanding any other provision of law, nothing shall prevent a city, county, or city and county, from
regulating, restricting or prohibiting within its jurisdiction the consumption of cannabis upon a premises that is
licensed pursuant to this division.

26077. No city, county, or city and county, shall restrict or prohibit the transportation of cannabis by any
licensee, or amy of its officers, .agents or employees acting in compliance with this division, unless such
transportation is in violation of any rules that the commission may prescribe.

26078. (a) A city, county, or city and county, may enact transaction limitations on the quantity of dried cannabis
distributed by licensees at retail for adult use to an amount not less than 30 grams per person per visit.

(b) Nothing in this division shall be construed to prevent a city, county, or city and county, from enacting
limitations that restrict a licensee within its jurisdiction to selling or displaying only cannabis-related items.

26079. No state agency shall be required to enforce a local law, ordinance, rule, or regulation regarding the.
location or operation of a licensee enacted by a city, county, or city and county.

CHAPTER 18. ENFORCEMENT

26080. Beginning January 1, 2018, or at an earlier date determined by the commission, the commission shall
work with state and local law enforcement agencies to enforce the regulations and other provisions of this division.

26085. Neither the commission-nor a state or local law enforcement agency or officer shall refuse to verify
claims that such alleged conduct was consistent with the rights conferred to a licensee, or any of its officers, agents
or employees unless the state or local law enforcement agency or officer has reasonable cause to believe that the
information provided is false or fraudulent, or is being used fraudulently. :

CHAPTER 19. SEIZURE

26086. In addition to the provisions of Chapter 7 (commencing with Section 34035) of Part 14.5 of Division 2 of
the Revenue and Taxation Code, the commission or a state or local law enforcement agency may seize cannabis or
cannabis-infused products possessed, cultlvated transported, manufactured, processed, sold or delivered in
violation of California law.

26087. Any person or entity whose cannabis or property, except automobiles or other vehicles, has been seized
Jor forfeiture under this division shall, within 10 days after such seizure, petition the commission to return the
cannabis or property upon the grounds that the cannabis or other property was illegally or erroneously seized.

26088. Any petition filed pursuant to Section 26087 shall be considered by the commission within 30 days after
filing, and an oral hearing shall be granted the petitioner if requested. The commission shall serve notice of its
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decision upon the petitioner, and provide a copy to the law enforcement agency or entity in physical possession of
the seized property. ‘

26089. If found to be illegally or erroneously seized, the commission shall order that the cannabis or property
seized be returned or made available to the petitioner within five working days.

26089.5. Any cannabis or property seized by the commission may be turned over to a state or local law
enforcement agency. The person in charge of any state department or institution may file with the commission a
request that cannabis or property of a kind specified in the request be turned over to such department or institution.
No cannabis or property for which a request has been made by a state department or institution shall be destroyed

until all requests of state departments and institutions for the type or kind of cannabis or property have been
complied with.

CHAPTER 20. VIOLATIONS

26090. Any person who knowingly and willfully violates any provision of this division, except as otherwise
provided by law, is guilty of an infraction. Each offense shall be punishable by a fine not to exceed five thousand
dollars (85,000). If after 90 days such fine has not been paid or otherwise addressed with the commission or a court
of competent jurisdiction by the accused, the violation may be escalated to a misdemeanor. The commission shall

transmit all fee, fine, and forfeiture revenues to the Treasurer to be deposited in the Safe Communities, Parks and

Schools Fund, created pursuant to Section 34026 of the Revenue and Taxation Code.

26095. Any prosecution for a violation of any of the provisions of this division shall be instituted within one
year from the date of the commission of the charged offense.

SEC. 4. Part 14.5 (commencing with Section 34001) is added to Division 2 of the Revenue and Taxation Code, to
read:

REVENUE AND TAXATION CODE PART 14.5 OF DIVISION 2. CANNABIS EXCISE TAXES.
CHAPTER 1. GENERAL PROVISIONS AND DEFINITIONS (§§34001-34006)
" CHAPTER 2. TAX ON CANNABIS (§§34011-34019)
Article 1. Imposition of Tax (§§34011-§34013)
Article 2. Presumptions and Exemptions (§§34015-§34019)
CHAPTER 3. COLLECTION AND ADMINISTRATION (§§34020-34022.9)
Article 1. Tax Stamp Program (§34020)
Article 2. Meter Impression Program (§34021) .
Article 3. Record-keeping for Tax Stamp and Meter Impression Programs (§§34022-34022.3)
Article 4. Verification (§§34022.5)
Article 5. Electronic Registration, Collection and Refunds (§§34022.8-34022.9)
CHAPTER 4. OTHER ADMINISTRATIVE PROVISIONS (§§34023-34024.4)
CHAPTER 4.2. DEFERRED PAYMENTS (§§34024.5-34024.8)
CHAPTER 5. DISPOSITION OF REVENUES AND PROCEEDS (§§34026-34027)
CHAPTER 6. VIOLATIONS AND PENALTIES: (§§34030-34034.5)
CHAPTER 7. SEIZURE (§§34035-34039.5)

-PART 14.5. CANNABIS EXCISE TAXES
- CHAPTER 1. GENERAL PROVISIONS AND DEFINITIONS

34001. (a) This part shall be known and may be cited as “The Cannabis Tax Stamp and Meter Law.”

(b) It is the intent of the people in enacting this part to raise revenue for the State by enacting an excise tax on
commercial transactions involving cannabis, and to reimburse certain costs related to the production and sale of
cannabis within the State. _

(¢) Notwithstanding any other provision of law, this part shall not apply to the possession, production,
cultivation, transportation, manufacture, processing, sharing, or giving away of cannabis or cannabis-infused
products for personal or medical use, and not for sale.

34002. For purposes of this part:

(a) “Cannabis” and “marijuana” are terms to be used interchangeably, meaning all parts of the plant
Cannabis sativa L., whether growing or not; the seeds thereof; the resin extracted from any part of the plant;
concentrated cannabis; and every compound, manufacture, salt, derivative, mixture, or preparation of the plant, its
seeds or resin. It does not include hemp.

(b) “Board” means the State Board of Equalization.
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(¢) “Commercial cannabis activity” means any cultivation, possession, manufacture, processing, storing,
labeling, transporting, distribution, or sale of cannabis or cannabis-infused products.

(d) "Concentrated cannabis” means the separated resin, whether crude or purified, obtained from cannabis.
Concentrated cannabis shall not mean cannabis infused in a food, drink, candy, balm or tincture. :

(e) “Cultivate” means to grow and care for cannabis plants, including any activity involving the planting,
growing, harvesting, drying, processing, or trimming of cannabis.

(H “Cultivator” means a person who cultivates cannabis.

(2) "Distribution” includes the sale or possession for sale of untaxed cannabis in this state.

(h) “Distributor” includes:

(1) Every person who sells or accepts orders for cannabis which are to be transported from a point inside
or outside this state to a consumer within this state.

(2) Every person who, on or after 12:01 am. on July 1, 2018, and within the meaning of the term
"distribution” as defined in this chapter, distributes cannabis.

(i) “Dried cannabis” means any dried mature flower of female cannabis plants that has been harvested dried,
cured, or otherwise processed, excluding leaves and stems.

(i) “Hemp" and “industrial hemp” are terms to be used interchangeably, meaning a fiber or oilseed crop that is
limited to non-psychoactive types of the plant Cannabis sativa L. and the seed produced therefrom, having no more
than three-tenths of 1 percent tetrahydrocannabinol (THC) contained in the dried flowering tops, and that is
cultivated and processed exclusively for the purpose of producing the mature stalks of the plant, fiber produced from
the stalks, oil or cake made from the seeds of the plant, or any other compound, manufacture, salt, derivative,

" mixture, or preparation of the mature stalks, except the resin or flowering tops extracted therefrom, fiber, oil, or
cake, or the sterilized seed of the plant which is incapable of germination.

(k) “Licensee” means a person issued a state license under Division 10 (commencing with Section 26000) of
the Business and Professions Code to engage in commercial cannabis activity.

(1) “Liquid cannabis-infused products” means any product that is in liquid form at room temperature that
infuses, or otherwise includes, more than three-tenths of 1 percent tetrahydrocannabinol (THC).

(m) “Manufacturer” means a person who produces, prepares, propagates, compounds, or processes cannabis,
either directly or indirectly or by extraction from its natural origin, or independently by means of chemical synthesis
or by a combination of extraction and chemical synthesis, and includes any packaging or repackaging of cannabis
or labeling or relabeling of its container.

(n) "Person" includes any individual, firm, partnership, joint venture, limited liability company, association,
social club, fraternal organization, corporation, estate, trust, business trust, receiver, assignee for the benefit of
creditors, trustee, trustee in bankruptcy, syndicate, the United States, this state, any county, city and county,
municipality, district, or other political subdivision of the state, or any other group or combination acting as a unit.

(o) "Person with an identification card" means an individual who has applied for and received a valid medical
marijuana identification card by the State Department of Public Health, or its equivalent issued by the designated
entity in another state, district, territory, commonwealth, or insular possession of the United States.

() "Primary caregiver" means the individual, designated by a qualified patient or by a person with an
identification card, who has consistently assumed responsibility for the housing, health, or safety of that patient or
person.

(q) “Processor” means a person who processes cannabis.

(r) “Producer” means a person who produces cannabis.

(s) "Qualified patient" means a person who is entitled to the protections of Section 11721.5 of the Health and
Safety Code, but who does not have an identification card.

(1) “Retail sale” means a retail sale, as defined in Section 6007 of the Revenue and Taxation Code.

(u) “Sale” or “sold” means a sale, as defined in Section 6006 of the Revenue and Taxation Code.

(v) “Seller” means producers, processors, wholesalers, and retailers of cannabis in California, but does not
mean transporters of cannabis.

(w) “State license ” or “license” means a state license issued pursuant to Division 10 (commencing with
Section 26000) of the Business and Professions Code.

(x) “Transporter” means any person transporting within California cannabis or cannabis-infused products.

(v) “Wholesaler” means every person that engages in this state in making sales for resale of cannabis.

34002.5. For purposes of this part, to the extent feasible and practicable, “cannabis” includes liquid cannabis-
infused products.

34003. The board shall establish and maintain a cost-effective Internet web-based system to provide an
accurate schedule of all fees and taxes applied to cannabis for each city, county, and city and county within the State
of California.

34004. The Legislature shall have the power to adopt, enact, carry out, or impose additional excise taxes,
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surtaxes, fees or levies on cammnabis produced or sold in this State by manufacturers, cultivators, producers,
processors, importers, wholesalers, distributors or sellers of cannabis, provided that any such change in state
Statute must be imposed by an Act passed by not less than two-thirds of all members elected to each of the two
houses of the Legislature.

34005. Notwithstanding any other provision of law, no excise tax, surtax, fee, or levy established on all
cannabis sold in this State shall be applied retroactively to transactions conducted prior to the effectuation date of
such excise tax, surtax, fee or levy.

34006. Notwithstanding any other provision of law, nothing in this part shall mandate a taxpayer engage in
activities that are in violation of federal law.

CHAPTER 2. TAX ON CANNABIS

Article 1. Imposition of Tax

34011. (a) On and after July 1, 2018, an excise tax is hereby imposed upon all cannabis sold in this State by
manufacturers, cultivators, producers, processors, importers, wholesalers or distributors of cannabis, or sellers of
cannabis with respect to which no tax has been paid within areas over which the United States Government
exercises jurisdiction, at the following rates:

(1) On all dried cannabis, fifty cents (80.50) per gram, and at a proportionate rate for any other quantity.
(2) On all concentrated cannabis, two dollars ($2.00) per gram, and at a proportionate rate for any other
quantity.

(3) On all liquid cannabis-infused products, three dollars and thirty cents (33.30) per US liquid gallon, and
at a proportionate rate for any other quantity.

(b) On and after January 1, 2020, the rates imposed in subdivision (a) shall be adjusted annually each January
1 for inflation. The adjustments for inflation shall be made by multiplying each rate in effect on December 31 of the
previous year by the percentage rate of inflation that occurred during the prior fiscal year, and by adding the
product to the applicable rate in effect during that year. The resulting total shall be rounded off to the nearest half
cent (30.005).

(¢) Notwithstanding the provisions of subdivision (b), no adjustments shall be made to decrease each rate below
the amounts specified in subdivision (a).

(d) For the purposes of this chapter, “percentage rate of inflation” means the percentage rate of inflation
specified in the California Consumer Price Index for All Urban Consumers, as published by the Department of
Industrial Relations, Office of Policy, Research and Legislation, or its successor index.

34012. A person or entity that keeps, stores, or retains for the purpose of sale, or sells or offers to sell, any
cannabis shall affix a stamp or meter impression in accordance with this part. ,

34013. The Legislature shall have the power to increase the rates imposed under this article, or impose a surtax
under this chapter, provided that any such change in state statute must be imposed by an Act passed by not less than
two-thirds of all members elected to each of the two houses of the Legislature.

Article 2. Presumptions and Exemptions

34015. It shall be presumed, for the purposes of this part, that all cannabis removed from a manufacturer,
cultivator, producer, collective, or cooperative has been sold in this State by the manufacturer, cultivator, producer,
collective, or cooperative unless it is proved to the satisfaction of the board, in reports on forms prescribed by the
board, that the cannabis is exempt from taxation under this part.

34016. No tax is imposed by this part upon any cannabis sold or delivered to another manufacturer, cultivator,
producer, collective, cooperative, importer, wholesaler or distributor under such rules as the board may prescribe.

34017. Cannabis consumed by employees of a manufacturer, cultivator, producer, collective or cooperative
upon the premises of the manufacturer, cultivator, producer, collective or cooperative is exempted from the tax under
such rules as the board may prescribe. '

34018. (@) No tax is imposed by this part upon any cannabis sold or delivered to a qualified patient, or the
primary caregiver of such qualified patient, as defined in Section 11721.7 of the Health and Sqfety Code, who
possesses verified written documentation from the patient’s attending physician who certifies, under penalty of
perjury, the patient is terminally ill, as defined in subdivision (c) of Section 11159.2 of the Health and Safety Code,
based on the circumstances and information available to the attending physician at the time of diagnosis, provided
that such cannabis was sold or delivered by the taxpaying manufacturer, cultivator, producer, collective, or
cooperative directly to an applicable consumer, or provided that such cannabis was otherwise sold or delivered
under such rules as the board may prescribe.

(b) The board may offer a method for a taxpayer to receive a refund for any overpayments as a result of the
exemption provided in this section under such rules as the board may prescribe.
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(¢) The Legislature shall have the power to require that a consumer have in his or her possession an appropriate
valid identification card, as defined in Section 11721.7 of the Health and Safety Code, in order to qualify for an
exemption provided under this section, provided that any such change in state statute must be imposed by an Act
passed by not less than two-thirds of all members elected to each of the two houses of the Legislature.

34019. For the purposes of this part, “cannabis sold in this State” shall include the sale or accepting of orders
Jfor cannabis which is transported from a point inside this state to a point inside or outside this state.

CHAPTER 3. COLLECTION AND ADMINISTRATION

Article 1. Tax Stamp Program

34020. (a) The board shall implement a counterfeit-resistant tax stamp program to provide a method of
collection of any excise taxes, surtaxes or fees imposed pursuant to Chapter 2 (commencing with Section 34011) of
this part. Such tax stamps shall be issued by the board on a cash basis or on a deferred payment basis, and shall be
for single-use affixation to commercial cannabis and cannabis-infused products. The board shall not require any
person or entity to produce or provide cannabis or provide any personal or commercial information in pursuit of
obtaining such cannabis tax stamps. Stamps shall be of the designs, specifications, and denominations as may be
prescribed by the board.

(b) All tax stamps issued pursuant to this chapter shall be offered by the board at a combined rate of all taxes
imposed by Chapter 2 (commencing with Section 34011), and such tax stamps will continue to be worth the
applicable rate even if that rate changes, provided that all tax stamps shall expire and have no value one year after
the date of issuance.

(¢) The board shall not restrict the quantity of tax stamps acquired by a person or entity.

(d) Any tax stamp issued in accordance with this section shall include the following information readily visible
for inspection:

(1) A unique identifier, such as a serial number, for each stamp, available for any board employee to read
and verify, both with and without a supplementary electronic verification device.

(2) The board-issued account number of the person or entity that remitted the tax.

(3) An indication, such as color coding or a numeric representation on the face, of the type of cannabis and
the total net weight prepaid for each stamp.

(4) A counterfeit-resistant design, such as a hologram, that includes the seal of the State or the seal of the
board.

(5) Transaction date and time.

(6) Any other information or item as deemed appropriate by the board

(e) Commencing 90 days after federal law permits the production and sale of cannabis consistent with
California law, the board shall have the power to discontinue issuance of counterfeit-resistant tax stamps as
required by this section.

(f) The board shall develop protocols and regulations to offer cannabis excise tax stamps to any person or
entity, and shall develop regulations and protocols necessary for the administration and enforcement of the cannabis
excise tax stamp program. These regulations shall include the following:

(1) Developing a method for a person or entity to acquire cannabis tax stamps via cash, credit cards, debit
cards, or personal checks.

(2) Developing a method for a person or entity to receive a board-issued account number for record-
keeping and verification purposes at the time of acquiring tax stamps. The board shall develop a method to offer
counterfeit-resistant documentation of any board-issued account number for a fee of fifteen dollars (§15).

(3) Developing a method for the board to maintain records of each transaction involving cannabis tax
stamps.

(4) Developing a method for the board to associate the unique identifier of a tax stamp to a single unique
transaction identifying number.

 (5) Developing a method to ensure that the board can efficiently and effectively read and verify any
cannabis excise tax stamp, both with and without a special electronic verification device.

Article 2. Meter Impression Program

34021. (a) The board shall implement a technology-based meter impression program to provide a method of
collection of any excise taxes, surtaxes or fees imposed pursuant to Chapter 2 (commencing with Section 34011) of
this part. Meter impressions shall be of the designs, specifications, and denominations as may be prescribed by the
board.

(b) All meter impressions shall include the combined rate of all taxes imposed by Chapter 2 (commencing with
Section 34011) at the time the meter impression is made, provided that all meter impressions shall expire and have
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no value one year after the date of impression.

(¢) The board shall offer a low-cost device for any person or entity to print and affix a valid meter impression
upon a cannabis or cannabis-infused product, package or label. This device shall be offered to any taxpayer upon
payment to the board of a one-time fee of not more than one hundred dollars ($100).

(d) The following information shall be included on each meter impression, readily visible for inspection:

(1) A unique identifier, such as a serial number, for each metered product, package or label, available for
any board employee to read and verify, both with and without a special electronic verification device.

(2) An indication, such as a numeric representation, of the total net weight of each metered cannabis
product, package or label.

(3) An indication, such as color coding or a numeric representation on the face, of the total net weight
prepaid for each stamp.

(4) A counterfeit-resistant design that includes the seal of the State or the seal of the board.

(5) Transaction date and time.

(6) Any other information or item as deemed appropriate by the board.

(e) The board shall develop regulations and protocols necessary for the administration and enforcement of the
meter impression program described in this section. These regulations shall include the following:

(1) Developing a low-cost method for people to acquire an approved meter and related supplies from the
board.

(2) Developing a method for a person or entity to receive a board-issued account number for record-
keeping and verification purposes. The board shall develop a method to offer counterfeit-resistant documentation of
any board-issued account number for a fee of fifteen dollars ($15).

(3) Developing a method for the board to associate the unique identifier for each metered product, package
or label to a single unique transaction identifying number.

(4) Developing a method to ensure that the board can efficiently and effectively read and verify a metered
impression, both with and without an electronic verification device.

(3) Developing a method for a person or entity to confidentially remit any amount due to the board.

(6) Developing a method for a person or entity to prepay for meter impressions through a board-issued
account number using cash, credit cards, debit cards, or personal checks.

Article 3. Record-keeping for Tax Stamp and Meter Impression Programs

34022. (a) The board shall employ a technology capable of maintaining records of all cannabis stamps and
meter impressions for any cannabis product, package or label. At a minimum, the process shall encrypt the
Jollowing information into each record or otherwise encrypt in relational database tables:

(1) A unique identifier, such as a serial number, for each stamped or metered product, package or label.
(2) The board-issued account number of the person or entity that remitted the tax.
(3) The email address of the person or entity associated with the account number.
(4) Transaction date and time.

(5) Brpe of cannabis.

(6) Weight of the cannabis.

(7) Amount paid.

(8) Method of payment.

(9) Reference number to the method of payment on file with the board.

(10) Amount of times the unique identifier has been verified.

(11) Any other information deemed appropriate by the board.

(b) The board shall develop a method to use (symmetric and asymmetric) encryption in order to ensure the
confidentiality, integrity and authentication of all transactions conducted in accordance with this section.

(¢c) For any remittance made in pursuance of this chapter, the board shall issue an electronic mail message
confirmation of remittance to the email address associated with the board-issued account number. At a minimum,
this electronic mail message shall include the following elements in the body of the message:

(1) The unique identifier. such as a serial number, for each stamped or metered product, package or label
involved in the transaction.

(2) The board-issued account number of the person or entity that remitted the tax.

(3) Transaction date and time.

(4) Type of cannabis.

(5) Weight of the cannabis.

(6) Amount paid.

(7) Method of payment.

(8) Reference number to the method of payment on file with the board.
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(9) Any other information deemed appropriate by the board.

34022.2. (a) The board shall employ a technology capable of maintaining records of transactions, transfers and
deliveries specified in subdivision (b). At a minimum, the process shall encrypt the following information into each
record or otherwise encrypt in relational database tables:

(1) A unique identifier, such as a serial number, for each stamped or metered product, package or label.

(2) The board-issued account number of the person or entity that remitted the tax.

(3) The board-issued account number of the person or entity that is the recipient.

(4) The board-issued account number of the person or entity that sold or delivered the cannabis to the
recipient.

(5) Transaction date and time. .

(6) Any other information deemed appropriate by the board.

(b) Subdivision (a) shall apply to the following:

(1) The receipt of any cannabis for which the initial sale tax has been paid, if the cannabis is received by a
licensee, or any of its officers, agents or employees.
(2) The sale or delivery by a licensee, or any of its officers, agents or employees.

(¢) The board shall develop a method to use (symmetric and asymmetric) encryption in order to ensure the
confidentiality, integrity and authentication of all record-keeping actions conducted in accordance with this section.

(d) Upon confirmation of any transaction, transfer or delivery made in accordance with this section, the board
shall issue an electronic mail message confirmation to both the email address associated with the board-issued
account number of the recipient as well as the person or entity who remitted the tax. At a minimum, this electronic
mail message shall include the following elements in the body of the message:

(1) The unique identifier, such as a serial number, for each stamped or metered product, package or label
involved in the transaction.

(2) The board-issued account number of the person or entity that remitted the tax.

(3) The board-issued account number of the recipient.

(4) Transaction date and time.

(5) Bpe of cannabis.

(6) Weight of the cannabis.

(7) Amount paid.

(8) Method of payment.

(9) Reference number to the method of payment on file with the board.

(10) Any other information deemed appropriate by the board.

(e) The board shall develop a method to allow the assignment of a group or lot number for a set of stamped or
metered products, packages or labels to facilitate efficient record-keeping practices.

34022.3. (a) In order for any person or entity to request a refund for any cannabis stamp or meter for which the
tax has been paid, the requesting person or entity shall provide the board with the following information:

(1) The board-issued account number of the person or entity requesting a refund.

(2) The board-issued account number of the person or entity that remitted the tax.

(3) The unique identifier, such as a serial number, for each stamped or metered product, package or label
involved in the refund.

(4) Refund request date and time.

(5) Bpe of cannabis.

(6) Weight of the cannabis.

(7) Amount paid. _

(8) Any other information deemed appropriate by the board.

(b) The board shall develop additional rules to facilitate the requests for refunds for overpayments described in
this section.

(¢c) If, at a later point in time, the board determines the information provided to the board in accordance with
subdivision (b) is false or fraudulent, or is being used fraudulently, the person or entity who requested the refund
shall be held liable for any amount imposed in Chapter 2 (commencing with Section -34011) of this part
notwithstanding the limitations imposed under Section 34034.

Article 4. Verification Procedures

34022.5. (a) The board shall maintain a 24-hour, toll-free telephone number, and an electronic web-based
verification system address which will enable the board and state and local law enforcement officers to have
immediate access to information necessary to verify the validity of the stamp or meter impression.

(b) The board may develop an application or other method of verification that is suitable for use on a wireless
telephone or any other electronic wireless communications device.
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(c) The board shall offer a device at-cost that verlf ies the validity of a stamp or meter impression issued in
accordance with this chapter.

Article 5. Electronic Registration, Collection and Refunds

34022.8. The board shall provide secure electronic means for applicants to submit applications for a board-
issued account number, and provide secure electronic means to receive a board-issued account number.

34022.9. The board shall provide secure electronic means for applicants to remit any taxes or Jees imposed
under this part, and to receive any refunds in accordance with this part.

CHAPTER 4. OTHER ADMINISTRATIVE PROVISIONS

34023. The board shall administer and collect the taxes imposed by this part pursuant to the Fee Collection
Procedures Law (Part 30 (commencing with Section 55001) of this division), and such part shall, to the extent
Jeasible and practicable, govern returns and payments, determinations, collections of fees and taxes, overpayments
and refunds, and general administration under this part. For purposes of this part, the references in the Fee
Collection Procedures Law to "fee" shall include the tax imposed by this part and references to "feepayer” shall
include a person required to pay the tax imposed by this part.

34023.1. Payment for stamps or meter register settings shall be made at the time of purchase, provided that a
person or entity, subject to the conditions and provisions of this part may be permitted to defer payments therefor in
accordance with Section 34024.5.

34023.5. A metering machine may be used and a meter may be stored, transferred, transported, repaired,
opened, set or used only in accordance with rules and regulations prescribed by the board. Meters, meter register
settings, or unaffected stamps shall not be sold, exchanged or in any manner transferred by a distributor to another
person without prior written approval of the board.

34024. (a) Notwithstanding the provisions of Section 34023, the board may prescribe, adopt, and enforce
reasonable regulations relating to the administration and enforcement of this part, including, but not limited to,
collections, reporting, refunds, and appeals. The board may prescribe the extent to which any ruling and regulation
shall be applied without retroactive effect.

(b) The board 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.

(¢) The board by regulation may provide that the taxes imposed by this part with respect to cannabis shall be
paid without the use of stamps or meter impressions in connection with a particular type of transaction.

34024.1. The board may employ accountants, analysts, auditors, investigators, assistants, software engineers,
systems administrators, and clerks necessary for the efficient, effective and equitable administration of this part and
may designate representatives to conduct hearings, or perform any other duties imposed by this part or other related
laws of this State upon the board.

34024.2. (a) All information and records acquired by the board or any board employee or representative are
confidential in nature, and except insofar as may be necessary for the enforcement of this part, shall not be disclosed
by any of them.

(b) Except insofar as may be necessary for the enforcement of this part, any board employee or representative
who discloses any information acquired by any inspection or examination made pursuant to this part is guilty of a
felony, and upon conviction shall be imprisoned pursuant to subdivision (h) of Section 1170 of the Penal Code.

34024.3. (a) The board shall have the power to adopt or carry out designs, regulations and protocols necessary
for the efficient and effective implementation and administration of the stamp and meter impression programs
described in this chapter.

(b) Not later than March 1, 2017, the board shall submit a request for proposal to the public to implement the
programs described in Chapter 3 (commencing with Section 34020) of this part. The board shall choose a supplier
and begin full implementation of the program prior to the initial imposition date as specified in Article 1
(commencing with Section 34011) of Chapter 2 of this part.

34024.4. Notwithstanding any other provision of law, if the taxes described in Section 34011 are reduced or
cease to be operative, or if the tax stamp or meter impression programs are repealed or otherwise discontinued by
law, the board shall offer a method for any person or entity to receive a refund for any unused stamps or meter
impressions at the rates imposed when such stamps were acquired.
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CHAPTER 4.2. DEFERRED PAYMENTS

34024.5. (a) Amounts owing for stamps and meter register settings purchased on the deferred-payment basis
shall be due and payable based on the person or entity's election to make the payment pursuant to subdivision (b).
Payment shall be made by a remitiance payable to the board.

(b) A person or entity shall elect to make the payment required by subdivision (a) on either a monthly, a twice-
monthly, or a weekly basis. An election made pursuant to this subdivision shall remain in effect for at least one year
Jrom the date the election is made. If the board finds that good cause exists for a person or entity’s inability to
maintain the election for the full year, the board shall authorize the person or entity to make a new election, as
otherwise authorized by this subdivision, prior to the expiration of the one-year period following the prior election.

(1) If a person or entity elects to make the payment required by subdivision (a) on a monthly basis, the .

person or entity shall remit the payment on or before the 25th day of the month following the month in which the
stamps and meter register settings were purchased.

(2) If a person or entity elects to make the payment required by subdivision (a) on a twice-monthly basis,
the person or entity shall make two remittances during the month following the month in which the stamps and meter
register settings were purchased. The first monthly remittance shall be made on or before the fifth day of the month
and shall be equal to either one-half of the total amount of those purchases of stamps and meter register settings
that were made during the preceding month or the total amount of those purchases of stamps and meter register
settings that were made between the first day and the 15th day of the preceding month, whichever is greater. The
second monthly remittance shall be made on or before the 25th day of the month for the remainder of those
purchases of stamps and meter register settings that were made in the preceding month.

(3) If a person or entity elects to make the payment required by subdivision (a) on a weekly basis, the
person or entity shall remit the payment on or before Wednesday following the week in which the stamps and meter
register settings were approved and released. Every person or entity electing to make payment on a weekly basis
shall provide to the board and update, as necessary, an electronic mail address for the purpose of receiving payment
information, including but not limited to, amounts owing for stamps and meter register settings purchased.

34024.6. (a) If a person or entity desires to defer payments for stamps or meter register settings, the board shall
require a security as follows:

(1) If a person or entity elects, under Section 34024.5, to make payments on a monthly basis, the board
shall require a security equal to not less than 70 percent of the amount and no more than twice the amount, as fixed
by the board, of the person or entity’s purchases of stamps and meter register settings for which payment may be
deferred. ‘
(2) If a person or entity elects, under Section 34024.5, to make payments on a twice-monthly basis, the
board shall require a security equal to not less than 50 percent of the amount and no more than twice the amount, as
fixed by the board, of the person or entity's purchases of stamps and meter register settings for which payment may
be deferred.

(3) If a person or entity elects, under Section 34024.5, to make payments on a weekly basis, the board shall
require a security equal to not less than 25 percent of the amount and no more than twice the amount, as fixed by the
board, of the person or entity's purchases of stamps and meter register settings for which payment may be deferred.

(b) The security required by the board pursuant to subdivision (a) may be in the form of any of the following, in
the amount required by paragraphs (1), (2) or (3) of subdivision (a):

(1) Cash, or a cash equivalent.

(2) A surety bond.

34024.7. Every bond shall contain a provision substantially to the effect that when the surety exercises his right
to withdraw as surety the withdrawal shall be effective on the first day of the calendar month after receipt of the
notice by the board if the notice is received on or before the fifteenth day of the month, otherwise the withdrawal
shall be effective on the first day of the second calendar month after receipt of the notice by the board.

34024.8. Upon receipt of a certificate of the board setting forth the amount of a person or entity's delinquencies,
the State Treasurer shall pay to the board the amount so certified from the money deposited with him by the person
or entity or from the amounts received from the sale of bonds or other obligations deposited with the Treasurer by
the person or entity. Securities deposited with the State Treasurer which have a prevailing market price may be sold
by him for the purposes of this section at private sale at a price not lower than the prevailing market price thereof.

CHAPTER 5. DISPOSITION OF REVENUES AND PROCEEDS
34026. Unless otherwise provided by law, any amount required to be paid to the state under Chapter 2

(commencing with Section 34011) shall be paid to the State Board of Equalization. After the payment of refunds, the
board shall transmit the payments to the Treasurer fo be deposited in the Safe Communities, Parks and Schools
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Fund, which is hereby created in the State Treasury.

34026.5. (a) The Director of Finance may provide a General Fund loan in an amount up to twenty-five million
dollars (325,000,000) to the Safe Communities, Parks and Schools Fund for the purposes of supporting the
implementation of statewide regulations in accordance with Division 10 (commencing with Section 26000) of the
Business and Professions Code, and for any reimbursements made pursuant to subdivision (a) of Section 34027.

(b) The Director of Finance may provide a General Fund loan in an amount up to ten million dollars
(810,000,000) to the State Board of Equalization for the purposes of supporting the implementation of any taxes
‘prescribed under this part.

(¢) Notwithstanding any other provision of law, all loans provided pursuant to this section shall be repaid by the

. initial and recurring funds in the Safe Communities, Parks and Schools Fund, created in this chapter.

34027. (a) The Safe Communities, Parks and Schools Fund shall be used to reimburse:

' (1) Any costs incurred in the administration, implementation and enforcement of all programs, studies,
regulations and taxes promulgated under Division 10.4 (commencing with Section 11720) of the Health and Safety
Code, Division 10 (commencing with Section 26000) of the Business and Professions Code, Part 14.7 (commencing
with Section 34040) of this division, or this part, including such costs incurred:

(A) By the California Department of Public Health in administering the Medical Marijuana
Identification Card Program;
(B) By the Cannabis Regulatory Control Commission or the Cannabis Regulatory Control Appeals
Board;
(C) By the State Board of Equalization in the administration, enforcement and collection of the taxes
. imposed under Part 14.7 (commencing with Section 34040) of this division, or this part;
(D) By the Department of Transportation or the Center for Medicinal Cannabis Research for the
purposes of conducting trials in accordance with Section 11739.1 of the Health and Safety Code; and
(E) By any state or local law enforcement agency in the administration or enforcement of cannabis-
related laws, rules and regulations.

(2) Any items authorized by the Executive Director of the Cannabis Regulatory Control Commission in
accordance with subdivisions (e) or (h) of Section 26002 of the Business and Professions Code.

(3) The administration of Chapter 11 (commencing with Section 11738) of Division 10.4 of the Health and
Safety Code by state trial courts and state and local law enforcement agencies. This shall include any costs incurred
in the destruction of records of arrest and conviction for certain cannabis-related crimes, the resentencing of
individuals for certain cannabis-related crimes, and the reclassification of various convictions of individuals
convicted of certain cannabis-related crimes.

(4) The Attorney Generals costs of litigation in defense of the validity of the provisions promulgated under
Division 10 (commencing with Section 26000) of the Business and Professions Code, Division 10.4 (commencing
with Section 11720) of the Health and Safety Code, and this part. '

(5) Any costs incurred which must be reimbursed pursuant to Section 6 of Article XIII B of the California
Constitution.

(b) All revenue remaining in the Safe Communities, Parks and Schools Fund after reimbursement of the costs
specified in subdivision (a) shall be available for appropriation by the Legislature in the manner and for the liberal
purposes set forth in this chapter in accordance with the following schedule: ’

(1) Thirty-four per cent (34%) shall be allocated to dedicated drug education and counseling centers within
our schools and in our communities that provide science-based information on the effects of cannabinoids, and that
encourage moderation, self-regulation and harm reduction in the use of cannabis. -

(2) Thirty-three per cent (33%,) shall be allocated to the restoration, preservation, and protection of state
parks, parklands and public lands impacted by the production or cultivation of cannabis.

(3) Thirty-three per cent (33%) shall be allocated to research on the medical effects of cannabinoids, and
research on the effects of cannabis use on physical and mental health.

(c) The Legislature shall have the power to impose a new plan for the disposition and allocation of revenues in
lieu of the provisions of subdivision (b), provided that any such change in state statute must be imposed by an Act
passed by not less than two-thirds of all members elected to each of the two houses of the Legislature.

CHAPTER 6. VIOLATIONS AND PENALTIES

34030. The violations and penalties included in this chapter are in addition to any violations and penalties
imposed under the Fee Collection Procedures Law (Part 30 (commencing with Section 55001) of this division).

34031. Any person who knowingly or willfully evades or attempts in any manner to evade or defeat the payment
of an excise tax, fee or levy imposed under this part is guilty of a misdemeanor or felony.

34032. Any person who knowingly or willfully refuses to permit the board or any of its representatives to make
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any inspection or examination for which provision is made in this part, or who fails to keep books of account as
prescribed by the board, or who fails to preserve such books for the inspection of the board for such time as the
board deems necessary, or who alters, cancels, or abliterates entries in such books of account for the purpose of
Jalsifying the records of sales of canmabis made under this part, is guilty of a misdemeanor and shall be punished by
a fine of not less than one hundred dollars (8100) nor more than one thousand dollars ($1,000), or by imprisonment
in the county jail for not more than six months, or by both such fine and imprisonment. -

34033. Any person or entity that knowingly produces, possesses or utilizes a fraudulent tax stamp or meter
impression that attempts to misrepresent compliance with this part shall be guilty of a felony and subject to
imprisonment for two, three, or four years, or to a fine of not less than one thousand dollars ($1,000) and not more
than thirty-five thousand dollars (835,000), or to both a fine and imprisonment. This section shall not apply to a
person who possesses a fraudulent tax stamp or meter impression dffixed to a cannabis or cannabis-infused product
possessed and obtained for personal use, and not for sale.

34033.5. (a) Except as otherwise provided by this section or by the board, an appropriate stamp shall be affixed
to, or an appropriate meter impression shall be made on each package of cannabis prior to the distribution of the
cannabis.

(b) Any person who knowingly keeps, stores, or retains for the purpose of sale, or sells or offers to sell, any
cannabis of which there is not affixed the stamp or meter impression required to be affixed under this part is guilty
of an infraction and shall for each offense be fined an amount not to exceed thirty-five thousand dollars ($35,000).
The court shall select a fine which, in the court’s discretion, best serves the interests of justice and shall state the
reasons for its choice on the record at the time of the sentence.

(¢) This section shall not apply to a licensed manufacturer, cultivator, producer, collective or cooperative that

keeps, storves, or retains for the purpose of sale, or sells or offers to sell, any cannabis directly to customers at
Jfarmers' markets or at a storefront location, under the rules the board may prescribe, provided that such
manufacturer, cultivator, producer, collective or cooperative shall affix the required stamp or meter impression to the
package upon the retail sale. The exemption provided in this subdivision shall not apply to a mavufacturer,
cultivator, producer, collective or cooperative that fails to affix the required stamp or meter impression to the
package at the time of the retail sale.

(d) Notwithstanding any other provision of law, the board shall notify the Cannabis Regulatory Control
Commission of any violation of this section, and such commission shall subsequently revoke the license issued to a
person or entity that is determined to be in violation of this section.

(e) A violation of this section shall constitute unfair competition under Section 17200 of the Business and
Professions Code. ‘

34034. Any prosecution for violation of any of the penal provisions of this part shall be instituted within two
years after the commission of the offense.

34034.5. This chapter shall not become operative until July 1, 2018.

CHAPTER 7. SEIZURE

34035. (a) (1) Any peace officer, board employee or representative, a member or representative of the Cannabis
Regulatory Control Commission, or a representative granted limited peace officer status pursuant to paragraph (6)
of subdivision (a) of Section 830.11 of the Penal Code, upon presenting appropriate credentials, is authorized to
enter any place as described in paragraph (3) and to conduct inspections in accordance with the following
paragraphs, inclusive.

(2) Inspections shall be performed in a reasonable manner and at times that are reasonable under the
circumstances, taking into consideration the normal business hours of the place to be entered.

(3) Inspections may be at any building, facility, site, or place at which cannabis is sold, produced, or stored, or
any building, facility, site, or place for which there is evidence of either the evasion of the taxes imposed under this
part. :

(4) Inspections shall be requested or conducted no more than once in a 24-hour period.

(b) A peace officer, board employee or representative, or a representative granted limited peace officer status
pursuant to paragraph (6) of subdivision (a) of Section 830.11 of the Penal Code shall have the power to enforce the
provisions of this part in a manner to be determined by the board.

(c) Any licensee, or any of its officers, agents or employees, that refuses to allow an inspection of the licensed
premises by any state or local officials enforcing the laws of this state is guilty of a misdemeanor and subject to a
fine not to exceed one thousand dollars (31,000) for each offense.

. 34035.5. Any peace officer, board employee or representative, a member or representative of the Cannabis
Regulatory Control Commission, or a representative granted limited peace officer status pursuant to paragraph (6)
of subdivision (a) of Section 830.11 of the Penal Code shall have the power to seize any cannabis product intended
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for resale that includes a counterfeit or fraudulent stamp or meter impression affixed to the package, or any
cannabis that is possessed, kept, stored, or retained for the purpose of sale, of which there is not affixed the stamp or
meter impression required to be affixed under this part.

34035.7. Any person may be used by a peace officer, board employee or representative, a member or
representative of the Cannabis Regulatory Control Commission, or a representative granted limited peace officer
status pursuant to paragraph (6) of subdivision (a) of Section 830.11 of the Penal Code in the enforcement of this
part to apprehend a person or entity, or any of its officers, agents and employees, who sell or furnish cannabis or
cannabis-infused products without the required stamp or meter impression in violation of this part. Notwithstanding
any other provision of law, any person who purchases or attempts to purchase any cannabis or cannabis-infused
products while under the direction of the board or a peace officer is immune from prosecution for that purchase or
attempt to purchase an cannabis or cannabis-infused products, and for any conduct related to such possession or
purchase. Guidelines with respect to the use of persons as decoys shall be adopted and published by the board. This
subdivision shall not be construed to prevent the board from taking disciplinary action against a person or entity
who sells cannabis or cannabis-infused products without the required stamp or meter impression to a decoy prior to
the board's final adoption of regulatory guidelines. When the use of a decoy results in an arrest or an issuance of a
citation, the notification required shall be given to such person or entity and the board within 72 hours of the date of
arrest or issuance of the citation. The board may comply with this requirement by both leaving a written notice at a
premises addressed to the person or entity and by mailing a notice addressed to the person or entity, or by sending
an electronic mail message to the electronic mail address on file with the board.

34036. Any person or entity whose cannabis or property has been seized for forfeiture under this chapter shall,
within 10 days after such seizure, petition the board to return the cannabis or property upon the grounds that the
cannabis or other property was illegally or erroneously seized.

34037. Any petition filed pursuant to Section 34036 shall be considered by the board within 30 days after filing,
and an oral hearing shall be granted to the petitioner if requested. The board shall serve notice of its decision upon
the petitioner, and provide a copy to the law enforcement agency or entity in physical possession of the seized
property.

34038. If found to be illegally or erroneously seized, the board shall order that the cannabis or property seized
be returned or made available to the petitioner within five working days. The board shall be authorized under
California law to return or relinquish any seized product to the petitioner.

34039.1. Whenever any person is delinquent in the payment of the obligations imposed under this part, the
board or its authorized representative may seize any property, real or personal, subject to the lien of the tax and
thereafier sell the property, or a sufficient part of it, at public auction to pay the tax due together with any interest
and penalties imposed for the delinquency and any costs incurred on account of the seizure and sale.

34039.2. Notice of the sale and the time and place thereof shall be given in writing at least 20 days before the
date set for the sale to the delinquent person and to all persons who have an interest of record in the property seized.
The notice shall be personally served or enclosed in an envelope addressed to the person at his or her last known
residence or place of business in this state. If not personally served, the notice shall be deposited in the United
States mail, postage prepaid, or sent via electronic mail message to the electronic mail address on file with the
board. The notice shall be published pursuant to Section 6063 of the Government Code, in a newspaper of general
circulation published in the city in which the property or a part thereof is situated if any part thereof is situated in a
city or, if not, in a newspaper of general circulation published in the county in which the property or a part thereof is
located. Notice shall also be posted in both of the following manners:

(a) One public place in the city in which the interest in property is to be sold if it is to be sold in a city or, if not
to be sold in a city, one public place in the county in which the interest in the property is to be sold.

(b) One conspicuous place on the property. The notice shall contain a description of the property to be sold, a
statement of the amount due, including tax, penalties, interest, and costs, the name of the person, and the further
statement that unless the amount is paid on or before the time fixed in the notice of sale, the property, or so much of
it as may be necessary, will be sold in accordance with law and the notice.

34039.3. At any sale the board or its authorized agent shall sell the property in accordance with the law and the
notice and shall deliver to the purchaser a bill of sale for the personal property and a deed for any real property
sold. The bill of sale or deed vests title in the purchaser. The unsold portion of any property seized may be left at the
place of sale at the risk of the taxpayer.

34039.4. If upon any sale the moneys received exceed the amount due to the state from the taxpayer, the board
shall return the excess to the taxpayer and obtain his or her receipt. If any person having an interest in or lien upon
the property files with the board prior to the sale notice of his or her interest or lien, the board shall withhold
payment of any excess pending a determination of the rights of the respective parties to the excess moneys by a court
of competent jurisdiction. If for any reason the receipt of the taxpayer is not available, the board shall deposit the
excess moneys with the Controller, as trustee for the taxpayer, his or her heirs, successors, or assigns.
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34039.5. Any cannabis or property seized by the board may be turned over to a state or local law enforcement
agency. The person in charge of any state department or institution may file with the board a request that cannabis
or property of a kind specified in the request be turned over to such department or institution. No cannabis or
property for which a request has been made by a state department or institution shall be destroyed until all requests
of state departments and institutions for the type or kind of cannabis or property have been complied with.

SEC. 5. Part 14.7 (commencing with Section 34040) is added to Division 2 of the Revenue and Taxation Code, to
read:

PART 14.7. TEMPORARY CANNABIS TAX
CHAPTER 1. GENERAL PROVISIONS AND DEFINITIONS

34040. (a) It is the intent of the people in enacting this part to raise revenue for the State by enacting a
temporary excise tax on commercial retail transactions involving cannabis or cannabis-infused products, and to
reimburse certain costs related to the production and sale of cannabis within the State.

(b) Notwithstanding any other provision of law, this part shall not apply to the possession, production,
cultivation, transportation, manufacture, processing, sharing, or giving away of cannabis for personal or medical
use, and not for sale.

34045. Except where the context otherwise requires, the definitions set forth in Part 14.5 (commencing with
Section 34001) of Division 2 of the Revenue and Taxation Code govern the construction of this chapter.

34047. Any person who willfully evades or attempts in any manner to evade or defeat the payment of a tax, fee
or levy imposed under this part shall be subject to the violations and penalties imposed under the Fee Collection
Procedures Law (Part 30 (commencing with Section 55001) of this division). '

34048. This part shall become inoperative on January 1, 2019.

CHAPTER 2. IMPOSITION OF TAX

34050. (a) In addition to any other taxes imposed by law, a tax shall be imposed and collected by a retailer at
an amount equal to five percent (5%) of the selling price on each retail sale in this state of cannabis or cannabis-
infused products on and after January 1, 2017 and before January 1, 2019.

(b) This chapter shall not apply to the retail sale in this state of cannabis or cannabis-infused products
Sfurnished to a qualified patient, primary caregiver, or a person with a valid identification card, under the rules the
board may prescribe.

(¢c) On and after July 1, 2017, the Legislature shall have the power to require that a person have in his or her
possession a valid identification card, as defined in Section 11721.7 of the Health and Safety Code, in order to
qualify for an exemption under subdivision (b), provided that any such change in state statute must be imposed by an
Act passed by not less than two-thirds of all members elected to each of the two houses of the Legislature.

CHAPTER 3. COLLECTION OF TAX

34055. Unless otherwise provided by law, any amount required to be paid to the state under this part shall be
paid to the State Board of Equalization. After the payment of refunds, the board shall transmit the payments fo the
Treasurer to be deposited in the Safe Communities, Parks and Schools Fund, created in Part 14.5 (commencing with
Section 34001) of Division 2 of the Revenue and Taxation Code. )

34056. The board shall administer and collect the taxes imposed by this part pursuant to the Fee Collection
Procedures Law (Part 30 (commencing with Section 55001) of this division), and such part shall, to the extent
feasible and practicable, govern returns and payments, determinations, collections of fees and taxes, overpayments
and refunds, and general administration under this part. For purposes of this part, the references in the Fee
Collection Procedures Law to "fee" shall include the tax imposed by this part and references to "feepayer” shall
include a person required to pay the tax imposed by this part.

34057. The Legislature shall have the power to adopt, enact or carry out appropriate legislation to administer
and enforce this part.

34058. (a) The board may prescribe, adopt, and enforce reasonable regulations relating to the administration
and enforcement of this part, including, but not limited to, collections, reporting, refunds, and appeals. The board
may prescribe the extent to which any ruling and regulation shall be applied without retroactive effect.

(b) The board 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
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accordance with Chapter 3.5 (commencing with Section 11340) of Part I 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.

34059. The board shall provide secure electronic means for applicants to remit any taxes or fees imposed under
this part, and to receive any refunds in accordance with this part.

SEC. 6. Chapter 420 (commencing with Section 7296) is added to Part 1.7 of Division 2 of the Revenue and
Taxation Code, to read:

CHAPTER 4.20. LOCAL CANNABIS GENERAL TAXES AND SPECIAL TAXES

7296. It is the intent of the people in enacting this chapter to raise revenue for such jurisdiction through a
reasonable general tax or special tax on each wholesale sale or retail sale of cannabis.

7296.1. Except where the context otherwise requires, the definitions set forth in Part 14.5 (commencing with
Section 34001) of Division 2 of the Revenue and Taxation Code govern the construction of this chapter.

7296.2. The board shall establish and maintain a cost-effective Internet web-based system to provide an
accurate schedule of all fees and taxes applied to cannabis for each city, county, and city and county within the State
of California.

7296.3. Except as authorized by this chapter, a city, county, or city and county shall not have the power to
impose or carry out a general tax or special tax, or a combination of one or more general taxes and special taxes,
on cannabis sold within the city, county, or city and county.

7296.4. A city, county, or city and county may impose or carry out a general tax, or a combination of general
taxes, at a total combined rate not exceeding five percent (5.0%) upon each wholesale or retail sale of cannabis sold
in the city, county, or city and county at the time of sale, provided that the ordinance proposing that tax is approved
by a majority vote of the qualified voters of the city, county, or city and county voting in an election on the issue.

7296.5. A city, county, or city and county may impose or carry out a special tax, or a combination of special
taxes, at a total combined rate not exceeding five percent (5.0%) upon each wholesale or retail sale of cannabis sold
in the city, county, or city and county at the time of sale, provided that the ordinance proposing that tax is approved
by a two-thirds vote of the qualified voters of the city, county, or city and county voting in an election on the issue.

7296.6. (a) Any amount required to be paid to the state or to a local governing body in accordance with a
general tax or special tax imposed pursuant in accordance with this chapter shall be paid to the State Board of
Equalization. All revenue remaining after reimbursement of any administrative or enforcement costs incurred by the
board shall be available to the local governing body for such purposes as approved by the local governing board.

(b) The Legislature shall have the power to adopt, enact or carry out appropriate legislation to administer
and enforce any general tax or special tax imposed in accordance with this chapter by a city, county, or city and
county.

7296.7. (a) Notwithstanding any other provision of law, on and after January 1, 2017, no general tax or special
tax shall apply to the retail sale or delivery of cannabis from business entities licensed pursuant to Division 10
(commencing with Section 26000) of the Business and Professions Code to qualified patients, primary caregivers, or
persons with valid identification cards, as defined in Section 11721.7 of the Health and Safety Code.

(b) On and after July 1, 2017, the Legislature shall have the power to require that a person have in his or her
possession a valid identification card, as defined in Section 11721.7 of the Health and Safety Code, in order to
qualify for an exemption under this section, provided that any such change in state statute must be imposed by an
Act passed by not less than two-thirds of all members elected to each of the two houses of the Legislature.

7296.8. Except as provided in Section 7296.7, the Legislature shall have the power to increase the rates
imposable under Sections 7296.4 or 7296.5, provided that any such change in state statute must be imposed by an
Act passed by not less than two-thirds of all members elected to each of the two houses of the Legislature.

SEC. 7. Section 6369.3 is added to Article 1 (commencing with Section 6351) of Chapter 4 of Part 1 of Division 2
of the Revenue and Taxation Code, to read:

6369.3. (a) For purposes of this section, the definitions provided within Division 10.4 (commencing with Section
11720) of the Health and Safety Code and Division 10 (commencing with Section 26000) of the Business and
Professions Code shall apply.

(b) On and after January 1, 2017, there are exempted from the taxes imposed by this part the gross receipts from
the sale, and the storage, use or other consumption, in this state of cannabis or cannabis-infused products furnished
by a licensee or an officer, employee or authorized agent of the licensee, holding a license issued pursuant to Article
1 (commencing with Section 26020), Article 4 (commencing with Section 26026), Article 5 (commencing with
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Section 26028), or Article 6 (commencing with Section 26030) of Chapter 6 of Division 10 of the Business and
Professions Code, to a qualified patient, primary caregiver, or a person with a valid identification card who
possesses verified written documentation from the patient’s attending physician who certifies, under penalty of
perjury, the patient is terminally ill, as defined in subdivision (c) of Section 11159.2 of the Health and Safety Code,
based on the circumstances and information available to the attending physician at the time of diagnosis.

(¢c) On and after July 1, 2018, the Legislature shall have the power to require that a person have in his or her

possession an appropriate valid identification card in order to qualify for the exemptions provided in this section,

provided that any such change in state statute must be imposed by an Act passed by not less than two-thirds of all
members elected to each of the two houses of the Legislature.

SEC. 8. Section 11006.5 of the Health and Safety Code is repealed.
SEC. 9. Section 11018 of the Health and Safety Code is repealed.
SEC. 10. Section 11018.5 of the Health and Safety Code is repealed.

SEC. 11. Paragraph (13) of subdivision (d) of Section 11054 of the Health and Safety Code, as it existed prior to
July 1, 2015, is hereby repealed.

SEC. 12. Paragraph (20) of subdivision (d) of Section 11054 of the Health and Safety Code, as it exrsted prior to
July 1, 2015, is hereby amended by striking the first iteration of “Tetrahydrocannabinols.”

SEC. 13. Section 11357 of the Health and Safety Code is repealed.
SEC. 14. Section 11358 of the Health and Safety Code is repeaied.
SEC. 15. Section 11359 of the Health and Safety Code is repealed.
SEC. 16. Section 11360 of the Health and Safety Code is repealed.
SEC. 17. Section 11361 of the Health and Safety Code is repealed.
SEC. 18. Section 11361.5 of the Health and Safety Code is repealed.
SEC. 19. Section 11361.7 of the Health and Safety Code is repealed.
SEC. 20. Section 11485 of the Health and Safety Code is repealed.

SEC. 21. Section 11362.5 of the Health and Safety Code is hereby moved to and re-codified as Section 11721.5,
under Article 2 (commencing with Section 11721.5) of Chapter 2 of Division 10.4 of the Health and Safety Code,
and is amended to read:

H362:5: 11721.5. (a) This section shall be known and may be cited as the Compassionate Use Act of 1996.

(b) (1) The people of the State of California hereby find and declare that the purposes of the Compassionate Use Act
of 1996 are as follows:

(A) To ensure that seriously ill Californians have the right to obtain and use-mazxijuana cannabis for medical
purposes where that 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—mar—ij'ﬁana cannabis in the treatment of cancer,
anorexia, AIDS, chronic pain, spasticity, glaucoma, arthritis, migraine, or any other illness for which-marijaana
cannabis provides relief.

(B) To ensure that patients and their primary caregivers who obtain and use-smarijeana cannabis for medical
purposes upon the recommendation of a physician are not subject to criminal prosecution or sanction.

(C) To encourage the federal and state governments to implement a plan to provide for the safe and affordable
distribution of-marijuana cannabis to all patients in medical need of-marijvana: cannabis.

(2) Nothing in this section shall be construed to supersede legislation prohibiting persons from engaging in conduct
that endangers others, nor to condone the diversion of-marijsana cannabis for nonmedical purposes.

(c) Notwithstanding any other provision of law, no physician in this state shall be punished, or denied any right or
privilege, for having recommended-marijuana cannabis to a patient for medical purposes.
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(d) Noththstandzng any other provision of law, offenses similar to Section 11357, relating to the possession of
marijuans; cannabis, and Section 11358, relating to the cultivation of—maﬁjuana— cannabis, as the offenses existed
przor to July 1, 2015, shall not apply to a patient, or to a patient's primary caregiver, who possesses or cultivates
marijuana cannabis for the personal medical purposes of the patient upon the written or oral recommendation or
approval of a physician.

(e) For the purposes of this section, "primary caregiver" means the individual designated by the person exempted
under this section who has consistently assumed responsibility for the housing, health, or safety of that person.

SEC. 22. Article 2.5 (commencing with Section 11721.7) is added to Chapter 2 of Division 10.4 of the Health and
Safety Code, to read:

11721.7. For purposes of this article, the following definitions shall apply:

(a) "Attending physician” means an individual 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 and who has
taken responsibility for an aspect of the medical care, treatment, diagnosis, counseling, or referral of a patient and
who has conducted a medical examination of that patient before recording in the patient's medical record the
physician's assessment of whether the patient has a serious medical condition and whether the medical use of
cannabis is appropriate.

(b) "Department” means the California Department of Public Health.

(c) "Person with an identification card" means an individual who is a qualified patient who has applied for and
received a valid identiﬁcation card pursuant to this article.

(d) "Primary caregiver” means the individual, designated by a qualified patient or by a person with an
identification card, who has consistently assumed responsibility for the housing, health, or safety of that patient or
person, and may include any of the following:

(1) In any case in which a qualified patient or person with an identification card receives medical care or
Supportive services, or both, from a clinic licensed pursuant to Chapter 1 (commencing with Section 1200) of
Division 2, a health care facility licensed pursuant to Chapter 2 (commencing with Section 1250) of Division 2, a
residential care facility for persons with chronic life-threatening illness licensed pursuant to Chapter 3.01
(commencing with Section 1568.01) of Division 2, a residential care facility for the elderly licensed pursuant to
Chapter 3.2 (commencing with Section 1569) of Division 2, a hospice, or a home health agency licensed pursuant to
Chapter 8 (commencing with Section 1725) of Division 2, the owner or operator, or-no more than three employees
who are designated by the owner or operator, of the clinic, facility, hospice, or home health agency, if designated as
a primary caregiver by that qualified patient or person with an identification card.

(2) An individual who has been designated as a primary caregiver by more than one qualified patient or
person with an identification card.

(e) A primary caregiver shall be at least 18 years of age, unless the primary caregiver is the parent of a minor
child who is a qualified patient or a person with an identification card or the primary caregiver is a person
otherwise entitled to make medical decisions under state law pursuant to Sections 6922, 7002, 7050, or 7120 of the
Family Code.

(f) "Qualified patient” means a person who is entitled to the protections of Section 11 721 5, but who does not
have an identification card issued pursuant to this article.

(2) "Identification card" means a document issued by the California Department of Public Health to persons for
whom that medical use is deemed appropriate and has been recommended by a licensed physician who has
determined that the person's health would benefit from the use of cannabis. That document identifies a person not
prohibited from engaging in the medical use of cannabis and the person's designated primary caregiver, if any.

(h) "Serious medical condition” means all of the following medical conditions:

(1) Acquired immune def iciency syndrome (AIDS).

(2) Anorexia.

(3) Arthritis.

(4) Cachexia.

(5) Cancer.

(6) Chronic pain.

(7) Glaucoma.

(8) Migraine.

(9) Persistent muscle spasms, including, but not limited to, spasms associated with multiple sclerosis.

(10) Seizures, including, but not limited to, seizures associated with epilepsy.

(11) Severe nausea.

(12) Any other chronic or persistent medical symptom that either:

(A) Substantially limits the ability of the person to conduct one or more major life activities as defined
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in the Americans with Disabilities Act of 1990 (Public Law 101-336).
(B) If not alleviated, may cause serious harm to the patient's safety or physical or mental health.

(i) "Written documentation” means accurate reproductions of those portions of a patient's medical records that
have been created by the attending physician, that contain the information required by paragraph (2) of subdivision
(a) of Section 11721.715, and that the patient may submit to a county health department or the county's designee as
part of an application for an identification card.

() “mature cannabis plant” means:

(1) A cannabis plant that the sex of the plant can be readily determined by the unaided eye; or

(2) A flowering cannabis plant that is at least one foot in width or height.

(k) "Visiting qualified patient" means a patient who is not a resident of this state or who has been a resident of
this state for less than 30 days and who possesses a valid identification card, or its equivalent, that was issued under
the laws of another state, district, territory, commonwealth, or insular possession of the United States that provides
Jor the medical use of cannabis by the qualified patient. A visiting qualifying patient shall be deemed a person with a
valid identification card.

11721.71. (a) (1) The department shall establish and maintain a voluntary program for the issuance of
identification cards to qualified patients who satisfy the requirements of this article and voluntarily apply to the
identification card program.

(2) The department shall establish and maintain a 24-hour, toll-free telephone number that will enable state
and local law enforcement officers to have immediate access to information necessary to verify the validity of an
identification card issued by the department, until a cost-effective Internet Web-based system can be developed for
this purpose.

(b) Every county health department, or the county's designee, shall do all of the following:

(1) Provide applications upon request to individuals seeking to join the identification card program.

(2) Receive and process completed applications in accordance with Section 11721.72.

(3) Maintain records of identification card programs.

(4) Utilize protocols developed by the department pursuant to paragraph (1) of subdivision (d).

(5) Issue identification cards developed by the department to approved applicants and designated primary
caregivers. If the applicant or the designated primary caregiver elects to receive the identification card viamail, the
department shall issue the card via Certified Mail to the address designated by the applicant or designated primary
caregiver. If a card is lost in the mail, the county health department shall deactivate the identification card and re-
issue a new identification card via Certified Mail upon confirmation of loss by the United States Postal Service.

(¢) The county board of supervisors may designate another health-related governmental or nongovernmental
entity or organization to perform the functions described in subdivision (b), except for an entity or organization that
cultivates or distributes cannabis.

(d) The department shall develop all of the following:

(1) Protocols that shall be used by a county health department or the county's designee to implement the
responsibilities described in subdivision (b), including, but not limited to, protocols to confirm the accuracy of
information contained in an application and to protect the confidentiality of program records.

(2) Application forms that shall be issued to requesting applicants.

(3) An identification card that identifies a person authorized to engage in the medical use of cannabis and
an identification card that identifies the person's designated primary caregiver, if any. The two identification cards
developed pursuant to this paragraph shall be easily distinguishable from each other.

(e) No person or designated primary caregiver in possession of a valid identification card shall be subject to
arrest, prosecution, asset forfeiture, seizure, penalty or sanction for possession, transportation, delivery,
manufacture, processing, or cultivation of medical cannabis in an amount established pursuant to this article, unless
there is reasonable cause to believe that the information contained in the card is false or falsified, the card has been
obtained by means of fraud, or the person is otherwise in violation of the provisions of this article.

(f) No peace officer shall take any more information or time as reasonably necessary in order to determine the
validity of the identification card, unless there is reasonable cause to believe that the information obtained is false or
falsified.

(2) Any person who possesses a valid identification card, or its equivalent, that was issued under the laws of
another state, district, territory, commonwealth, or insular possession of the United States, that provides for the
medical use of cannabis by the qualified patient or primary caregiver, shall be deemed a person in possession of a
valid identification card under California law.

(h) It shall not be necessary for a person to obtain an identification card in order to claim the protections of
Section 11721.5.

11721.715. (a) A person who seeks an identification card shall pay the fee, as provided in Section 11721.755,
and provide all of the following to the county health department or the county's designee on a form developed and
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provided by the department:

(1) The name of the person, and proof of his or her residency within the United States.

(2) Written documentation by the attending physician in the person's medical records stating that the
person has been diagnosed with a serious medical condition and that the medical use of cannabis is appropriate.

(3) The name, office address, office telephone number, and California medical license number of the
person's attending physician.

(4) The name and the duties of the primary caregiver.

(5) A government-issued photo identification card of the person and of the designated primary caregiver, if
any. If the applicant is a person under 18 years of age, a certified copy of a birth certificate shall be deemed
sufficient proof of identity.

(6) If applicable, written documentation from the patient s attending physician who certifies, under penalty
of perjury, the patient is terminally ill, as defined in subdivision (c) of Section 11159.2 of the Health and Safety
Code, based on the circumstances and information available to the attending physician at the time of diagnosis.

(b) If the person applying for an identification card lacks the capacity to make medical decisions, the
application may be made by the person's legal representative, including, but not limited to, any of the following:

(1) A conservator with authority to make medical decisions.

(2) An attorney-in-fact under a durable power of attorney for health care or surrogate decisionmaker
authorized under another advanced health care directive.

(3) Any other individual authorized by statutory or decisional law to make medical decisions for the
Derson.

(¢c) The legal representative described in subdivision (b) may also designate in the application an individual,
including himself or herself, to serve as a primary caregiver for the person, provided that the individual meets the
definition of a primary caregiver.

(d) The person or legal representative submitting the written information and documentation described in
subdivision (a) shall retain a copy thereof. '

11721.72 (a) Within 30 days of receipt of an application for an identification card, a county health department
or the county's designee shall do all of the following:

(1) For purposes of processing the application, verify that the information contained in the application is
accurate. If the person is an unemancipated minor less than 18 years of age, the county health department or its
designee shall also contact the parent with legal authority to make medical decisions, legal guardian, or other
person or entity with legal authority to make medical decisions, to verify the information.

(2) Verify with the Medical Board of California or the Osteopathic Medical Board of California, or any
other board or agency approved by the department, that the attending physician has a license in good standing to
practice medicine or osteopathy in the state.

(3) Contact the attending physician by facsimile, telephone, or mail to confirm that the medical records
submitted by the patient are a true and correct copy of those contained in the physician's office records. When
contacted by a county health department or the county's designee, the attending physician shall confirm or deny that
the contents of the medical records are accurate.

(4) Take a photograph or otherwise obtain an electronically transmissible image of the applicant and of the
designated primary caregiver, if any.

(5) Approve or deny the application. If an applicant who meets the requirements of Section 11721.715 can
establish that an identification card is needed on an emergency basis, the county or its designee shall issue a
temporary identification card that shall be valid for 30 days from the date of issuance. The county, or its designee,
may extend the temporary identification card for no more than 30 days at a time, so long as the applicant continues
to meet the requirements of this paragraph.

11721.735. (a) An identification card issued by the county health department shall be serially numbered and
shall contain all of the following:

(1) A unique user identification number of the cardholder.

(2) The date of expiration of the identification card.

(3) The name and telephone number of the county health department or the county's designee that has
approved the application.

(4) A 24-hour, toll-fiee telephone number, to be maintained by the department, that will enable state and
local law enforcement officers to have immediate access to information necessary to verify the validity of the card.

(5) Photo identification of the cardholder:

(b) A separate identification card shall be issued to the person's designated primary caregiver, if any, and shall

include a photo identification of the caregiver.
(c) On and after July 1, 2017, any identification card issued by the county health department shall contain the
user identification number encoded in a magnetic stripe on the reverse side, as well as any other medium approved
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by the Department of Consumer Affairs for efficient data entry and verification by state and local law enforcement,
and by licensed entities.

(d) On and after July 1, 2017, if the patient’s attending physician has certzﬁed, under penalty of perjury, the
patient is terminally ill, as defined in subdivision (c¢) of Section 11159.2 of the Health and Safety Code, based on the
circumstances and information available to the attending physician at the time of diagnosis, the identification card
issued by the county health department shall contain a statement indicating that the associated qualified patient has
been certified as terminally ill.

11721.74. (a) The county health department or the county's designee may deny an application only for any of
the following reasons:

(1) The applicant did not provide the information required by Section 11721.715, and upon notice of the
deficiency pursuant to subdivision (d) of Section 11721.72, did not provide the information within 30 days.

(2) The county health department or the county's designee determines that the information provided was
false.

(3) The applicant does not meet the criteria set forth in this article.

(b) Any person whose application has been denied pursuant to subdivision (a) may not reapply for six months
from the date of denial unless otherwise authorized by the county health department or the county's designee or by a
court of competent jurisdiction.

(c) Any person whose application has been denied pursuant to subdivision (a) may appeal that decision to the
department. The county health department or the county's designee shall make available a telephone number or
address to which the denied applicant can direct an appeal.

11721.745. (a) An identification card shall be valid for a period of one year.

(b) Upon annual renewal of an identification card, the county health department or its deszgnee shall verify all
new information and may verify any other information that has not changed.

(¢) The county health department or the county's designee shall transmit its determination of approval or denial
of a renewal to the department.

11721.755. (a) Effective July 1, 2017, the total application and renewal fee established for all persons seeking
to obtain or renew medical cannabis identification cards shall be set at fifteen dollars ($15).

(b) The department may collect an additional fee of five dollars (35) per each identification card delivered via
mail.

(¢c) Notwithstanding any other provision of law, there shall be no application, renewal or delivery fee for any
person seeking an identification card that possesses written documentation from the patient’s attending physician
who certifies, under penalty of perjury, the patient is terminally ill, as defined in subdivision (c) of Section 11159.2
of the Health and Safety Code, based on the circumstances and information available to the attending physician at
the time of diagnosis.

(d) Funds to offset any actual or potential costs incurred by a county health department in administering the
identification card program shall be advanced as a loan by the department and shall be repaid by the initial and
recurring funds in the Safe Communities, Parks and Schools Fund, created in Part 14.5 (commencing with Section
34001) of Division 2 of the Revenue and Taxation Code.

11721.765. (a) Subject to the requirements of this article, the individuals specified in subdivision (b) shall not
be subject, on that sole basis, to criminal liability under Section 11725, 11727, or 11728. However, nothing in this
section shall authorize the individual to smoke or otherwise consume cannabis unless otherwise authorized by this
article, nor shall anything in this section authorize any individual or group to cultivate or distribute cannabis for
profit.

(b) Subdivision (a) shall apply to all of the following:

(1) A qudlified patient or a person with an identification card who transports or processes cannabis for his
or her own personal medical use.

(2) A designated primary caregiver who cultivates, transports, processes, administers, delivers, or gives
away cannabis for medical purposes, in amounts not exceeding those established in subdivision (a) of Section
11721.77, only to the qualified patient of the primary caregiver, or to the person with an identification card who has
designated the individual as a primary caregiver.

(3) Any individual who provides assistance to a qualified patient or a person with an identification card, or
his or her designated primary caregiver, in cultivating or administering medical cannabis to the qualified patient or
person or acquiring the skills necessary to cultivate or administer cannabis for medical purposes to the qualified
Dpatient or person.

(¢) A primary caregiver who receives compensation for actual expenses, including reasonable compensation
incurred for services provided to an eligible qualified patient or person with an identification card to enable that
person to use cannabis under this article, or for payment for out-of-pocket expenses incurred in providing those
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services, or both, shall not, on the sole basis of that fact, be subject to prosecution or punishment under Section
11725, 11727, or 11728.
11721.768. (a) This section shall apply to individuals specified in subdivision (b) of Section 11721.763.
(b) No medical cannabis cooperative, collective, dispensary, operator, establishment, or provider who
_possesses, cultivates, or distributes medical cannabis pursuant to this article shall be located within a 600-foot
radius of a school. ’

(c) The distance specified in this section shall be the horizontal distance measured in a straight line from the
property line of the school to the closest property line of the lot on which the medical cannabis cooperative,
collective, dispensary, operator, establishment, or provider is to be located without regard to intervening structures.

(d) This section shall not apply to a medical cannabis cooperative, collective, dispensary, operator,
establishment, or provider that is also a licensed residential medical or elder care facility.

(e) This section shall apply only to a medical cannabis cooperative, collective, dispensary, operator,
establishment, or provider that is authorized by law to possess, cultivate, or distribute medical cannabis and that
has a storefront or mobile retail outlet.

() Nothing in this section shall prohibit a city, county, or city and county from adopting ordinances or policies
that further restrict the location or establishment of a medical cannabis cooperative, collective, dispensary,
operator, establishment, or provider.

(g) Nothing in this section shall preempt local ordinances, adopted prior to January 1, 2011, that regulate the
location or establishment of a medical cannabis cooperative, collective, dispensary, operator, establishment, or
provider.

(h) For the purposes of this section, "school” means any public or private school providing instruction in
kindergarten or grades 1 to 12, inclusive, but does not include any private school in which education is primarily
conducted in private homes.

11721.77. (a) A qualified patient, primary caregiver, or person in possession of a valid identification card, shall
not be subject to prosecution nor be subject to any criminal or civil penalties for the possession, cultivation,
transportation, manufacture, processing, or delivery of cannabis, for the personal medical purposes of a qualified
patient, in any combination of the following amounts:

(1) Not more than eight avoirdupois ounces of dried cannabis per qualified patient.

(2) Not more than 6 mature cannabis plants per qualified patient, or the cultivation of cannabis plants in an
area not exceeding twenty-five square feet per qualified patient as measured by the combined growth area of
cannabis plants, whichever amount is greater, provided that such cultivation is not in violation of local laws or
ordinances adopted in accordance with Section 11736.1. '

(3) Any cannabis produced by such cannabis plants, or any part thereof, but only in the area or upon the
premises where the plants were grown.

(4) Any cannabis obtained from a person or entity, or any of its officers, agents and employees, licensed
pursuant to Division 10 (commencing with Section 26000) of the Business and Professions Code, provided that the
cannabis has a tax stamp or meter impression affixed to the product, package or label in accordance with Part 14.5
(commencing with Section 34001) of Division 2 of the Revenue and Taxation Code, and such cannabis is not
intended for resale.

(5) Any other type of cannabis or cannabis-infused products not covered by paragraphs (1) through (4),
inclusive, provided that such cannabis is not intended for resale.

(b) If a qualified patient or primary caregiver has a doctor's recommendation that this quantity does not meet
the qualified patient's medical needs, the qualified patient or primary caregiver may possess an amount of cannabis
consistent with the patient's needs.

(c) Counties and cities may retain or enact medical cannabis guidelines protecting qualified patients or primary
caregivers that exceed the amounts set forth in subdivision (a). State law enforcement officials shall recognize
lawfully adopted amounts in such counties and cities that choose to exercise their authority under this subdivision.

(d) A qualified patient or a person holding a valid identification card, or the designated primary caregiver of
that qualified patient or person, may possess amounts of cannabis consistent with this article.

(e) There shall be a rebuttable presumption that a qualified patient, designated primary caregiver, or a person
in possession of a valid identification card, is in compliance with the conditions set forth in this section.

() Notwithstanding any other provision of law, it is the intent of the People to affirm the decision in People v.
Kelly (2010) 47 Cal. 4th 1008, 1013. Nothing shall abridge the rights of qualified patients or their primary
caregivers pursuant to the Compassionate Use Act of 1996 as adopted at the November 5, 1996 General Election.

11721.775. (@) 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, or as other business entities, to possess, purchase, transport, cultivate,
manufacture, process, administer, deliver, or give away cannabis for medical purposes, shall not solely on the basis
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of that fact be subject to state criminal sanctions under Section 11725, 11727, or 11728. This section applies to all
members of an entity formed pursuant to this section regardless of whether those members contribute to all or any of
the activities of the entity.

(b) This section shall remain in effect only until 180 days after the Cannabis Regulatory Control Commission or
the Department of Consumer Affairs posts a notice on its Internet Web site that it has begun issuing commercial
licenses pursuant to Division 10 (commencing with Section 26000) of the Business and Professions Code, provided
that, notwithstanding any other provision of law, if any provision of Division 10 (commencing with Section 26000) of
the Business and Professions Code or the application thereof to any person or circumstances is held invalid, and
such invalidity unreasonably burdens or prevents the issuance or renewal of licenses consistent with the provisions
of such division, the provisions of this section shall retain immediate force and effect.

11721.78. A4 state or local law enforcement agency or officer shall not refuse to accept an identification card
issued by the department unless the state or local law enforcement agency or officer has reasonable cause to believe
that the information contained in the card is false or fraudulent, or the card is being used fraudulently.

11721.785. (a) Nothing in this article shall require any accommodation of any medical use of cannabis on the
property or premises of any place of employment or during the hours of employment or on the property or premises
of any jail, correctional facility, or other type of penal institution in which prisoners reside or persons under arrest
are detained,

(b) Notwithstanding subdivision (a), a person shall not be prohibited or prevented from obtaining and
submitting the written information and documentation necessary to apply for an identification card on the basis that
the person is incarcerated in a jail, correctional facility, or other penal institution in which prisoners reside or
persons under arrest are detained.

(c) Nothing in this article shall prohibit a jail, correctional facility, or other penal institution in which prisoners
reside or persons under arrest are detained, from permitting a prisoner or a person under arrest who has an
identification card, to use cannabis for medical purposes under circumstances that will not endanger the health or
safety of other prisoners or the security of the facility.

(d) Nothing in this article shall require a governmental, private, or any other health insurance provider or
health care service plan to be liable for any claim for reimbursement for the medical use of cannabis.

11721.795. (a) (1) Any criminal defendant who is eligible to use cannabis pursuant to Section 11721.5 may
request that the court confirm that he or she is allowed to use medical cannabis while he or she is on probation or
released on bail.

(2) The court's decision and the reasons for the decision shall be stated on the record and an entry stating
those reasons shall be made in the minutes of the court.

(3) During the period of probation or release on bail, if a physician recommends that the probationer or
deferidant use medical cannabis, the probationer or defendant may request a modification of the conditions of
probation or bail to authorize the use of medical cannabis.

(4) The court's consideration of the modification request authorized by this subdivision shall comply with
the requirements of this section.

(b) (1) Any person who is to be released on parole from a jail, state prison, school, road camp, or other state or
local institution of confinement and who is eligible to use medical cannabis pursuant to Section 11721.5 may request
that he or she be allowed to use medical cannabis during the period he or she is released on parole. A parolee’s
written conditions of parole shall reflect whether or not a request for a modification of the conditions of his or her
parole to use medical cannabis was made, and whether the request was granted or denied.

(2) During the period of the parole, where a physician recommends that the parolee use medical cannabis, the
parolee may request a modification of the conditions of the parole to authorize the use of medical cannabis.

(3) Any parolee whose request to use medical cannabis while on parole was denied may pursue an
administrative appeal of the decision. Any decision on the appeal shall be in writing and shall reflect the reasons for
the decision.

(4) The administrative consideration of the modification request authorized by this subdivision shall comply
with the requirements of this section.

11721.8. No professional licensing board may impose a civil penalty or take other disciplinary action against a
licensee based solely on the fact that the licensee has performed acts that are necessary or appropriate to carry out
the licensee's role as a designated primary caregiver to a person who is a qualified patient or who possesses a
lawful identification card issued pursuant to Section 11721.72. However, this section shall not apply to acts
performed by a physician relating to the discussion or recommendation of the medical use of cannabis to a patient.
These discussions or recommendations, or both, shall be governed by Section 11721.5.

11721.81. (a) A person specified in subdivision (b) shall be subject to the following penalties:

(1) For the first offense, imprisonment in the county jail for no more than six months or a fine not to exceed
one thousand dollars (81,000), or both.
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(2) For a second or subsequent offense, imprisonment in the county jail for no more than one year, or a fine
not to exceed one thousand dollars (31,000), or both.

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

(1) A person who fraudulently represents a medical condition or fraudulently provides any material
misinformation to a physician, county health department or the county's designee, or state or local law enforcement
agency or officer, for the purpose of falsely obtaining an identification card.

(2) A person who steals or fraudulently uses any person’s identification card in order to acquire, possess,
cultivate, transport, use, produce, or distribute cannabis.

(3) A person who counterfeits, tampers with, or fraudulently produces an identification card.

(4) A person who breaches the confidentiality requirements of this article to information provided to, or
contained in the records of, the department or of a county health department or the county's designee pertaznzng to
an identification card program.

(¢) In addition to the penalties prescribed in subdivision (a), any person descrzbed in subdivision (b) may be
precluded from attempting to obtain, or obtaining or using, an identification card for a period of up to six months at
the discretion of the court.

11721.82. If any section, subdivision, sentence, clause, phrase, or portion of this article is for any reason held
invalid or unconstitutional by any court of competent jurisdiction, that portion shall be deemed a separate, distinct,
and independent provision, and that holding shall not affect the validity of the remaining portion thereof.

SEC. 23. All provisions of Article 2.5 (commencing with Section 11362.7) of Chapter 6 of Division 10 of the Health
and Safety Code enacted prior to July 1, 2015, are hereby repealed. The Legislature shall have the power to amend,
move or repeal any provisions enacted after July 1, 2015, that are in conflict with this Act.

SEC. 24. Section 23222 of the Vehicle Code is amended to read:

23222. (a) No person shall have in his or her possession on his or her person, while driving a motor vehicle upon a
highway or on lands, as described in subdivision (b) of Section 23220, any bottle, can or receptacle, containing any
alcohohc beverage wh1ch has been opened ora seal broken or the contents of whxch have been partlally removed

(b) (1 ) Except as authorzzed by law no person under the age of 21 years Shall knowingly drive any motor vehicle
carrying any cannabis or cannabis-infused products, unless the person is accompanied by a parent, responsible
adult relative, any other adult designated by the parent, or legal guardian for the purpose of transportation of
cannabis or cannabis-infused products, or is employed by a licensee under Division 10 (commencing with Section
26000) of the Business and Professions Code, and is driving the motor vehicle during regular hours and in the
course of the person’s employment. If the driver was unaccompanied, he or she shall have a complete defense if he
or she was following, in a timely manner, the reasonable instructions of his or her parent, legal guardian,
responsible adult relative, or adult designee relating to disposition of the cannabis or cannabis-infused products.

(2) Except as authorized by law, no passenger in any motor vehicle who is under the age of 21 years shall
knowingly possess or have under that person's control any cannabis or cannabis-infused products, unless the
passenger is accompanied by a parent, legal guardian, responsible adult relative, any other adult designated by the
parent, or legal guardian for the purpose of transportation of cannabis or cannabis-infused products, or is employed
by a licensee under Division 10 (commencing with Section 26000) of the Business and Professions Code, and
possession or control is during regular hours and in the course of the passenger's employment. If the passenger was
unaccompanied, he or she shall have a complete defense if he or she was following, in a timely manner, the
reasonable instructions of his or her parent, legal guardian, responsible adult relative or adult designee relating to
disposition of the cannabis or cannabis-infused products.

(3) This subdivision shall not apply to the possession of cannabis or cannabis-infused products for personal
medicinal purposes pursuant to the requirements of Section 11721.5 or Sections 11721.7 through 11721.82 of the
Health and Safety Code.

(4) Any person convicted for a violation of this subdivision is guilty of an infraction and shall be punished
by a fine of not more than one hundred dollars ($100).

(5) This subdivision shall not preclude criminal prosecution for any offense that involves activities
potentially made dangerous by the consumption of cannabis or cannabis-infused products, including, but not limited
to, a violation of Section 23103 of the Vehicle Code, as specified by Section 23103.5 of the Vehicle Code, or a
violation of Sections 23152 and 23153 of the Vehicle Code.

(¢)(1) No driver shall smoke or otherwise consume, while driving a motor vehicle upon a highway or on lands,
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as described in subdivision (b) of Section 23220, any cannabis or cannabis-infused products. Any person convicted
Sor a violation of this paragraph is guilty of an infraction and shall be punished by a fine of not more than two
hundred fifty dollars ($250).

(2) No passenger shall smoke, while in a motor vehicle being operated upon a highway or on lands, as
described in subdivision (b) of Section 23220, any cannabis or cannabis-infused products. Any person convicted for
a violation of this paragraph is guilty of an infraction and shall be punished by a fine of not more than one hundred
dollars ($100).

(3) This subdivision shall not preclude criminal prosecution for any offense that involves activities
potentially made dangerous by the consumption of cannabis or cannabis-infused products, including, but not limited
to, a violation of Section 23103 of the Vehicle Code, as specified by Section 23103.5 of the Vehicle Code, or a
violation of Sections 23152 and 23153 of the Vehicle Code.

SEC. 25. Section 40000.15 of the Vehicle Code is amended to read:

40000.15. A violation of any of the following provisions shall constitute a misdemeanor, and not an infraction:
Subdivision (g), (j), (k), (), or (m) of Section 22658, relating to unlawfully towed or stored vehicles.
Sections 23103 and 23104, relating to reckless driving.

Section 23109, relating to speed contests or exhibitions.
Subdivision (a) of Section 23110, relating to throwing at vehicles.
Sectron 23 152 relatmg to drlvmg under the mﬂuence

Subd1v151on (a) or (b) of Sect1on 23224 relatlng to persons under 21 years of age knowingly driving, or being a
passenger in, a motor vehicle carrying any alcoholic beverage.

Section 23253, relating to directions on toll highways or vehicular crossings.

Section 23332, relating to trespassing.

Section 24002.5, relating to unlawful operation of a farm vehicle.

Section 24011.3, relating to vehicle bumper strength notices.

Section 27150.1, relating to sale of exhaust systems.

Section 27362, relatmg to child passenger seat restraints.

Section 28050, relating to true mileage driven.

Section 28050.5, relating to nonfunctional odometers.

Section 28051, relating to resetting odometers.

Section 28051.5, relating to devices to reset odometers.

Subdivision (d) of Section 28150, relating to possessing four or more jamming devices.

SEC. 26. Section 432.8 of the Labor Code is amended to read:

432.8. The limitations on employers and the penalties provided for in Section 432.7 shall apply to a conviction for
violation of an infraction or misdemeanor under Division 10.4 (commencing with Section 11720) of the Health and
Safety Code or a statutory predecessor thereof, subdivision (b) or (c) of Section 11357 of the Health and Safety
Code or a statutory predecessor thereof, or subdivision-£e} (b) of Section 11360 of the Health and Safety Code, as
they existed prior to July 1, 2015, or Section 11364, 11365, or 11550 of the Health and Safety Code as they related

to marijuana prior to January 1, 1976, or a statutory predecessor thereof, two years from the date of such a
conviction. '
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SEC. 27. AMENDMENTS

SEC. 27. (a) Pursuant to subdivision (c) of Section 10 of Article 2 of the California Constitution, this Act may be amended
by a subsequent measure when approved by the electors. In addition, this Act may be amended by an Act validly passed by
the Legislature and signed by the Governor, provided that such Act furthers the intents or purposes of the Act as codified
in Division 10.4 (commencing with Section 11720) of the Health and Safety Code or as otherwise provided in the Act.

(b) Notwithstanding any other provision of law, permitted amendments to this Act, imposed by an Act passed by not
less than a majority of all members elected to each of the two houses of the Legislature and signed by the Governor, may
include:

(1) Statutory provisions consistent with this Act that exercise the police powers of the state for the protection of
the safety, welfare, health and morals of the people of the State of California.

(2) Statutes to regulate commercial cannabis activities, and persons or entities involved in the commercial
production, distribution or sale of cannabis, in accordance with the letter and spirit of this Act.

(3) Statutory provisions that set aside the penalties for violation of any provision of Division 10.4 (commencing
with Section 11720) of the Health and Safety Code by a person under 21 years of age, and that provide for alternative
responses such as education, counseling, or treatment.

(4) Statutes to develop a scientifically acceptable and uniform standard of impairment by cannabis.

(5) Statutes to regulate the use of cannabis in the workplace or as a condition of employment.

" (6) Statutes related to the administrative and enforcement operations of the Cannabis Regulatory Control
Commission and the Cannabis Regulatory Control Appeals Board, including adopting additional license types and
procedures.

(7) Amendments to raise the protected amounts pertaining to the personal or medical possession or cultivation of
cannabis, which are minimum statewide arrest thresholds and the Legislature may adopt less restrictive protections.

(8) Regulations or statutory provisions that govern the administration and enforcement of the cannabis excise tax
described in Part 14.5 (commencing with Section 34001) of Division 2 of the Revenue and Taxation Code, including
adopting collection and refund methods in lieu of the options described in such part.

(9) Regulations or statutory provisions that govern the administration and enforcement of any other tax imposed
under this Act.

(10) Statutory provisions to amend or repeal laws inconsistent with this Act.

(11) Reduction or repeal of any of the violations or penalties provided in this Act.

(12) Statutes to regulate the commercial production, manufacture, sale or distribution of cannabis or cannabis-
infused products that are ingested or meant to be ingested through the mouth and into the digestive system.

(13) Laws to regulate the production of hemp for horticultural and industrial purposes.

(14) The packaging type and restrictions pertaining to cannabis or cannabis-infused products possessed for sale
by a licensed person or entity.

(15) Nonsubstantive changes to effectuate recommendations made by the Legislative Counsel as to legislation
necessary to maintain the codes.

(c) Prior to the initial confirmation by the Senate of all members of the Cannabis Regulatory Control Commission, the
Legislature shall have the power to move the Cannabis Regulatory Control Commission or the Cannabis Regulatory
Control Appeals Board, or both, to the Business, Consumer Services, and Housing Agency, and require that the Executive
Director of the Cannabis Regulatory Control Commission be instead selected from, and responsible to, the Business,
Consumer Services, and Housing Agency.

(d) Except as provided by subdivision (c), the Legislature shall have the power to move the Cannabis Regulatory
Control Commission or the Cannabis Regulatory Control Appeals Board, or both, to the Business, Consumer Services, and
Housing Agency, and require that any future Executive Director of the Cannabis Regulatory Control Commission be
instead selected from, and responsible to, the Business, Consumer Services, and Housing Agency, provided that any such
change in state statute must be imposed by an Act passed by not less than two-thirds of all members elected to each of the
two houses of the Legislature.

(e) The Legislature shall have the power to enact and carry out appropriate legislation, including inline amendments,
to amend the codes as a result of an Act passed in accordance with this section or pursuant to the conditions otherwise
specified in this Act.

SEC. 28. ATTORNEY GENERAL GUIDELINES. .

SEC. 28. Within 30 days of the passage of this Act, the Attorney General shall develop and distribute guidelines to all
applicable state and local governments and agencies as necessary to ensure the uniform, consistent and timely
implementation and enforcement of the provisions of this Act. Such guidelines shall be distributed to all district and city
attorneys as well as all state and local law enforcement agencies in the State.

SEC. 29. SEVERABILITY

SEC. 29. If any provision of this Act, or part thereof, is for any reason held to be invalid or unconstitutional, the remaining
provisions shall not be affected, but shall remain in full force and effect, and to this end the provisions of this Act are
severable.
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