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759, STAFF REPORT

Report To: Board of Supervisors Meeting Date: July 6,2017
Staff Contact: Susan Pansky, Special Projects Planner

Agenda Title: For Possible Action: To consider a Business Impact Statement and determine whether or not
Business License fees proposed for Marijuana Cultivation Facilities, Marijuana Product Manufacturing Facilities
and Marijuana Distributors impose a direct and significant economic burden on such establishments, or directly
restricts the formation, operation or expansion of such establishments, and to find that a Business Impact
Statement has been prepared in compliance with NRS 237, accepted, and is on file with the Board of
Supervisors. (Susan Pansky, spansky@carson.org)

Staff Summary: Per NRS 237, when considering the adoption of fees that may have an impact on business,
government entities must prepare a Business Impact Statement that considers whether the proposed fees will
impose a direct and significant economic burden or will directly restrict formation, operations or expansion of a
business. In accordance with these requirements, staff has prepared a Business Impact Statement that has
determined the proposed Business License fees of three percent of gross sales for Marijuana Cultivation
Facilities and Marijuana Product Manufacturing Facilities, and a fee of $800 for Marijuana Distributors will
impose a direct and significant economic burden on such establishments but will not directly restrict the
formation, operation or expansion of such establishments. This action does not adopt the proposed fees.

Agenda Action: Formal Action/Motion Time Requested: One Hour

Proposed Motion

[ move to find that the proposed Business License fees for Marijuana Cultivation Facilities, Marijuana Product
Manufacturing Facilities and Marijuana Distributors do impose a direct and significant economic burden on
such establishments, but do not directly restrict the formation, operation or expansion of such establishments,
that a Business Impact Statement has been prepared in compliance with NRS 237, accepted, and is on file with
the Board of Supervisors.

Board’s Strategic Goal
N/A

Previous Action

At their June 15, 2017 meeting, the Board of Supervisors adopted a Resolution to extend Ordinance 2017-3 that
enacted a moratorium on Marijuana Establishments by 60 days to September 19, 2017, and adopted a
Resolution to to initiate the process to declare a new moratorium on Marijuana Establishments.

Background/Issues & Analysis

The proposed Business License fees for Marijuana Cultivation Facilities, Marijuana Product Manufacturing
Facilities and Marijuana Distributors have been presented to the Carson City Area Chamber of Commerce and
all known parties that have an interest in Marijuana Establishments. The recommended Board action will accept
that the Business Impact Statement has demonstrated that the proposed fees will impose a direct and
significant economic burden on Marijuana Cultivation Facilities, Marijuana Product Manufacturing Facilities and
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Marijuana Distributors, but that the fees will not directly restrict the formation, operation, or expansion of such
establishments. The recommended action does not adopt the proposed fees, nor does it prohibit the Board from
implementing the proposed fees. The proposed fees will be adopted with the ordinance that will be presented to
the Board for first reading immediately following this item, and for second reading on July 20, 2017.

Applicable Statute, Code, Policy, Rule or Regulation
NRS Chapter 237, Business Impact Statements

Financial Information
Is there a fiscal impact? [ ] Yes [X] No

If yes, account name/number: N/A
Is it currently budgeted? [ ] Yes [ ] No

Explanation of Fiscal Impact: The proposed fees will not be adopted with an action to acept that the Business
Impact Statement will impose a direct and significant economic burden. The fiscal impact will occur with the
adoption of the amended ordinance that actually implements the proposed fees.

Alternatives

1) Make the finding that the proposed fees do impose a direct and significant economic burden upon a business
and do directly restrict the formation, operation or expansion of a business.

2) Make the finding that the proposed fees do not impose a direct and significant economic burden upon a
business and do not directly restrict the formation, operation or expansion of a business.

Attachments

1) Letter to Potentially Impacted Businesses requesting comment on Business Impact Statement
2) Business Impact Statement

3) Public Comments Received

Board Action Taken:
Motion: 1) Aye/Nay
2)

(Vote Recorded By)

Staff Report Page 2



Carson City Business License Division
108 E. Proctor Street
Carson City, Nevada 89701
(775) 887-2105 - Hearing Impaired: 711
buslic@carson.org
www.carson.org/businesslicense

June 1, 2017

Subject: Ordinance amending Carson City Municipal Code, Title 4, Licenses and
Business Regulations for Certain Marijuana Establishment Business
License Fees

To Whom It May Concern:

Please be advised that the Carson City Business License Division intends to propose
amending Carson City Municipal Code, Title 4 (Licenses and Business Regulations) to
include annual business license fees for certain Marijuana Establishments. In accordance
with NRS 237.080 and 237.090, Carson City has prepared a draft Business Impact
Statement that outlines the proposed fees, and invites you to review and comment as it may
have future impact on you, your members or associates. A copy of the draft Business
Impact Statement is attached for your review.

The fees proposed are for business licenses for a Marijuana Establishment including the
following:

e Marijuana Cultivation Facility
¢ Marijuana Product Manufacturing Facility
e Marijuana Distributor

Please note that the proposed fees will replace current business license fees for medical
marijuana business licenses as it relates only to the categories listed above. The business
license fees for medical marijuana dispensaries and medical marijuana testing laboratories
will remain unchanged at this time. Proposed modifications to the existing fees for medical
marijuana dispensaries, as well as new fees proposed for retail marijuana stores will be
forthcoming at a later date.

In accordance with NRS 237,080, interested parties may provide feedback as to whether
any of the proposed fee structures will:

1. Impose a direct and significant economic burden upon a business; or
2. Directly restrict the formation, operation or expansion of a business.

Please submit any comments, data or arguments in writing no later than 5:00pm on
Friday, June 23, 2017 to the following:

Carson City Community Development, Business License Division
Attn. Susan Pansky

108 E. Proctor Street

Carson City, NV 89701

spansky@carson.org




Marijuana Establishments — Business Impact Letter
June 1, 2017
Page 2 of 2

The Business Impact Statement will be presented to the Board of Supervisors at their
regular meeting on Thursday, July 6, 2017. If you have any questions, please contact me
at (775) 283-7076 or via email at spansky@carson.org.

Sincerely,
Community Development, Business License Division

’_,// "/ ’,,_.,,;jf .

“Susan Pansky, Aic

Special Projects Planner

attachment



Carson City
Business Impact Statement

The following business impact statement was prepared pursuant to NRS 237.080 and .090, to
address the proposed impact of:

a)

AN ORDINANCE RELATING TO BUSINESS LICENSING; AMENDING TITLE 4,
LICENSES AND BUSINESS REGULATIONS, CHAPTER 4.04, BUSINESS LICENSE,
BY ADDING THERETO A NEW SECTION 4.04.125 ESTABLISHING PROVISIONS
FOR THE ISSUANCE OF A TEMPORARY BUSINESS LICENSE TO OPERATE AS A
MARIJUANA CULTIVATION FACILITY, MARIJUANA PRODUCT MANUFACTURING
FACILITY OR MARIJUANA DISTRIBUTOR; AND PROVIDING OTHER MATTERS
PROPERLY RELATED THERETO.

1) NOTICE AND COMMENTS: The following describes the manner in which comment was
solicited from affected trade associations and businesses, and a summary of their
comments:

2)

a)

b)

Notice

On June 1, 2017, letters were sent via email or regular mail to representatives of the
Carson City Chamber of Commerce, existing Medical Marijuana Establishment
operators in Carson City and their representatives, existing Wholesale Liquor
Distributors in Carson City, and persons known to Carson City staff as interested parties
in the regulation of Marijuana Establishments. This communication notified the parties
that they could submit written arguments and data concerning impacts of the proposed
Ordinance on or before June 23, 2017 to Susan Pansky, Special Projects Planner,
Carson City Community Development, Business License Division, 108 E. Proctor Street,
Carson City, Nevada 89701, (775) 283-7076 or via email at spansky@carson.orq.

The proposed Business Impact Statement was available for viewing at the Carson City
Community Development Department, Planning Division at 108 E. Proctor Street,
Carson City, Nevada 89701.

Summary of Comments

Comments from five owners of medical marijuana establishments in Carson City were
received in response to this Business Impact Statement. Four of the five are supportive
of the proposed fees as is stated in the written comments attached. Staff took a phone
call from Frank Street of High Sierra Cultivation, during which he stating that he felt the
proposed fee was too high and would force his company out of business. He did not
send any written correspondence to follow the phone call.

ECONOMIC IMPACT

The estimated economic effect of the proposed rules on the businesses, including, without
limitation, both adverse and beneficial effects, and both direct and indirect effects:
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The proposed Ordinance will set fees for Marijuana Establishments as follows:

Marijuana Cultivation Facility Three percent (3%) of gross annual revenue
Marijuana Product Manufacturing Facility | Three percent (3%) of gross annual revenue
Marijuana Distributor $800.00 per year

The fees outlined above will replace annual business license fees currently in effect for
Medical Marijuana Cultivation Facilities and Medical Marijuana Production Facilities. No
changes are proposed for the annual business license fees for Medical Marijuana Testing
Laboratories at this time. Proposed modifications to the existing annual business license
fees Medical Marijuana Dispensaries, as well as new fees proposed for Retail Marijuana
stores will be forthcoming at a later date.

a) Adverse Effects

Direct and indirect adverse effects of the expansion of Marijuana Establishments beyond
Medical Marijuana to Carson City are difficult to quantify, as are potential direct and
indirect impacts on Marijuana Establishments proposing to do business in Carson City.

Potential impacts on future Marijuana Establishments will include the imposition of an
annual business license fee to operate in Carson City. The proposed Ordinance will
have an impact on existing Medical Marijuana Establishments as they expand their
operations to include the retail sale of marijuana. Other business categories are not
impacted by the proposed fees.

Potential impacts to the community of Carson City as a result of the allowance of
Marijuana Establishments are outlined below:

o Despite Nevada’s decriminalization pertinent to marijuana pursuant to Ballot
Question Two, passed in the November 8, 2016 General Election, marijuana remains
a Schedule | controlled substance under the federal Controlled Substances Act
(CSA) (Pub.L. 91-513, 84 Stat. 1236, enacted October 27, 1970, codified at 21
U.S.C. § 801 et. seq.).

e A Schedule | controlled substance under the CSA is defined as a drug that has a
high potential for abuse (21 U.S.C. § 812).

e Regardless of such recognized danger, proponents of marijuana argue the
legalization of marijuana for recreational use will allow the state to better focus its law
enforcement resources on crimes involving violence, personal property and other
similar crimes, while also providing tax revenue to the state for public education and
enforcement of any marijuana regulations.

e Opponents of marijuana argue it is addictive, may lead to harder drug use, interferes
with fertility, impairs driving ability, may injure the lungs, immune system, and/or
brain, and increases heart rate and anxiety, among other negative impacts.

e Of paramount importance to Carson City is the protection of its citizens’ health and,
thus, to keep its citizens from being exposed to the risks associated with easier
access to marijuana.
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Despite purported benefits, marijuana may rob its users of free will and interfere with
users’ abilities to make informed and rational decisions.

Despite purported benefits, marijuana has adverse effects in the form of increased
health care costs, increased violence associated with drug usage, neglect of
children, and other third party effects.

Decriminalizing marijuana may send the message to children that usage of
marijuana is no different than the usage of any other legal substance intended for
recreational use, such as alcohol or tobacco they may find in the home.

The ease of access fo marijuana will also mean children will have easier access to
this drug.

Despite the restrictions and regulations of Marijuana Establishments in Nevada,
there will be abuse causing interference with other aspects of life, just like with any
alcohol, tobacco or drug, necessitating addiction treatment in some cases.

Despite arguments that decriminalizing marijuana will raise tax revenue, the adverse
effects to health, safety and welfare of citizens cannot be ignored and any revenue
gained must be offset by resultant social costs.

For example, for every $1 in alcohol and tobacco taxes raised there are $10 paid out
on the resulting social costs (see Sabet, Baker Institute Blog, Rice University,
Marijuana: A case against leqalization (September 25, 2012).

Upon utilizing an equitable standard, section 2.260 of the Carson City Charter gives
Carson City the power to fix, impose and collect a license tax for revenue or for
regulation, or both, upon Marijuana Establishments doing business in Carson City.

Sections 10 at subsections 3(a)(5) and section 11.5 of SB 374 acknowledges Carson
City’s right to issue business licenses to such Marijuana Establishments.

When a power to license is given the intendment must be that regulation is the object
and, indisputably, Carson City may regulate its licensees.

The fees for the issuance of a business license to be exacted from Marijuana
Establishments doing business in Carson City has been arrived at using an equitable
standard in light of the potential costs associated with such businesses, including an
increase in criminal justice and social costs.

Beneficial Effects

It is anticipated that the amendments to Carson City Municipal Code, Title 4 will provide
rules and regulations for the licensing and operation of Marijuana Establishments to
provide for, among other things, the authorization of appropriate methods to supply
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3)

4)

o)

marijuana to those citizens who are legally able to obtain it. The use, cultivation,
distribution, production, possession and transportation of marijuana remains illegal under
federal law, and the Department of Justice has given guidance to enact strict regulatory
structures to ensure federal priorities are upheld. By enacting these amendments to
Carson City Municipal Code, Title 4, Carson City is providing a framework under which
Marijuana Establishments may operate with Carson City as well as appropriate fees to
offset potential costs, including an increase in criminal justice and social costs.

b) Direct Effects

The proposed business license regulations for Marijuana Establishments do impose a
direct economic impact upon a potential Marijuana Establishment proposing to do
business in Carson City, but do not restrict the formation or expansion of a business to
comply with the proposed regulations. The proposed business license categories may
encourage businesses to apply for a Marijuana Establishment license in Carson City; the
proposed fee amounts are anticipated to limit the ability of some businesses to apply for
the proposed licenses.

¢) Indirect Effects

The passing of this measure may have indirect effects; however, because this is a new
industry in the State of Nevada, those effects cannot be quantified at this time.

METHOD TO REDUCE IMPACTS

The following constitutes a description of the methods that the governing body of the local
government considered to reduce the impact of the proposed rules on businesses and a
statement regarding whether and, and if so which, of these methods were used:

Carson City considered lower fees for Marijuana Establishments but determined that
lower fees would not offset the cost of potential negative impacts.

ENFORCEMENT COST

The governing body estimates the annual cost to the local government for enforcement of
the proposed rules is:

Carson City is unable to determine the estimated cost of enforcement for Marijuana
Establishments at this time, but anticipates that the costs associated with processing of
business license applications, oversight of the industry, law enforcement and social
programs will be offset by the proposed business license fees.

FEE INCREASE

The total amount the local government expects to collect and the manner in which the
money will be used, if the proposed ordinance creates a new fee or increases an existing
fee.

Based on annual revenue projections from the existing, operating Cultivation and Product
Manufacturing facilities in Carson City (two Cultivation and one Product Manufacturing
facility), the projected annual licensing fee revenues would be approximately $200,000. This
would apply to the existing businesses that would be licensed with the State under the
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6)

7

State's temporary regulations and does not include potential revenues from additional
Cultivation or Product Manufacturing facilities that may be approved in future years.

DUPLICATE PROVISIONS

The Nevada Tax Commission recently proposed temporary regulations for the operation of
Marijuana Establishments that will apply to only those currently operating a Medical
Marijuana Establishment. These temporary regulations were finalized on May 8, 2017.
Because Carson City has an interest in providing for the licensing and regulation of
Marijuana Establishments to protect the public health, safety and general welfare of the
citizens of the City, and to regulate the use of buildings, structures, land use, business and
other purposes, any duplicate provisions proposed that are already found in the temporary
regulations are necessary to ensure that Carson City can exercise its regulatory powers.

REASON FOR CONCLUSION

The new license categories present opportunities created by changes in State law. Carson
City’s decision to allow Marijuana Establishment licenses, and impose the fees associated
with them, is seen as a responsible effort to balance the various interests involved with or
affected by resulting business activities.

CERTIFICATION REQUIRED PER NRS 237.090(2)

I, Nick Marano, as City Manager for Carson City, hereby certify that, to the best of my
knowledge or belief, the information contained in this Business Impact Statement was prepared
properly and is accurate.

Dated this Z%dayof \WM 2017,

Lk (gntone

Nick Marano, City Manager
Carson City
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Susan Dorr Pansky

From: Anthony Georgiadis <ageorgiadis@gtigrows.com>

Sent: Friday, June 16, 2017 11:06 AM

To: Susan Dorr Pansky

Subject: RE: Marijuana Establishments - Proposed Business License Fees/Business Impact
Statement

This message originated outside of Carson City's email system. Use caution if this message contains attachments, links, or
requests for information.

Susan —

Good morning!

We at GTI Nevada, LLC are supportive of the attached ordinance.
Please let me know if you would like any additional details.
Many thanks,

Anthony

Anthony Georgiadis |
(704) 287-3447

From: Susan Dorr Pansky [mailto:SPansky@carson.org]

Sent: Thursday, June 1, 2017 1:23 PM

To: Susan Dorr Pansky <SPansky@carson.org>

Subject: Marijuana Establishments - Proposed Business License Fees/Business Impact Statement
Importance: High

To Whom It May Concern —

Please find attached a letter and draft Business Impact Statement regarding Carson City’s proposal to implement
business license fees for Marijuana Establishments. You are receiving this information because you have either
expressed interest in Marijuana Establishments or may represent businesses that could be impacted by the proposed
fees. Carson City invites you to review the attached letter and draft Business Impact Statement and provide written
comment on the proposed fees.

Comments are due no later than 5:00pm on Friday, June 23, 2017. Please feel free to contact me if you have questions.
Thank you.

Susan Pansky, AICP

Special Projects Planner

Carson City Community Development, Planning Division
108 E. Proctor Street

Carson City, NV 89701

Phone: 775.283.7076

Fax: 775.887.2278



June 23, 2017
Susan,

It has come to out attention that Carson City intends to change their current business license
fee on marijuana cultivation and production facilities. The proposed changes to fee, that will
remove the flat and impose a 3% fee on gross sales, will not be thought of as imposing a direct
economic burden to Kanna and its cultivation and production operations. In regard to Kanna’s
current operation, in Carson City this change in fee shall not restrict our current operation or
further expansion of our business.

Thank You,

Karen M. Riley
CEO
Managing Director




Susan,

It has come to the attention of WSCC inc, that Carson City intends to change their current
business license fee on marijuana cultivation and production facilities. Imposing a 3% fee on
gross sales will not be thought of as imposing a direct economic burden to WSCC inc as long as
the current flat fee is removed. WSCC inc, has a Cultivation and Production facility that is is still
in the process of being built out, it is our opinion that this change in fee will not restrict our
current operation our and expansion plans we may developed in the future.

Thank You,

T

Deane Albright



Susan Dorr Pansky

From: lucinda ma <lucindammahoney@gmail.com>

Sent: Friday, June 23, 2017 2:29 PM

To: Susan Dorr Pansky

Subject: Re: Marijuana Establishments - Proposed Business License Fees/Business Impact
Statement

This message originated outside of Carson City's email system. Use caution if this message contains attachments, links, or
requests for information.

Hi Susan,

The following are my comments regarding the Business Impact Statement regarding recreational marijuana.

My company, Carson City Agency Solutions, LLC, (CCAS), will be seeking a Adult Use Marijuana Product
Manufacturing License should the Board decide to move in this direction. | support the 3% fee structure for our
industry. While the fee will be significantly higher than the current medical marijuana fee, | support a fee
structure that enables additional funds for the Sheriffs Department to reduce the black market that exists in our
community. Additionally, 1 hope that some of the fees can be used for marijuana education.

Thanks for opportunity to comment

Lucinda Mahoney, Owner
CCAS

On Sun, Jun 11, 2017 at 11:45 AM, Lucinda Mahoney <lucindamahoney@me.com> wrote:

Sent from my iPad

Begin forwarded message:

From: Susan Dorr Pansky <SPansky@carson.org>

Date: June 1, 2017 at 10:23:19 AM PDT

To: Susan Dorr Pansky <SPansky@-carson.org>

Subject: Marijuana Establishments - Proposed Business License Fees/Business Impact
Statement

To Whom It May Concern —

Please find attached a letter and draft Business Impact Statement regarding Carson City’s
proposal to implement business license fees for Marijuana Establishments. You are receiving this
information because you have either expressed interest in Marijuana Establishments or may
represent businesses that could be impacted by the proposed fees. Carson City invites you to
review the attached letter and draft Business Impact Statement and provide written comment on

the proposed fees.
1



Comments are due no later than 5:00pm on Friday, June 23, 2017. Please feel free to contact me
if you have questions. Thank you.

Susan Pansky, AICP

Special Projects Planner

Carson City Community Development, Planning Division
108 E. Proctor Street

Carson City, NV 89701

Phone: 775.283.7076

Fax: 775.887.2278

spansky@carson.org

www.carson.org/planning
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