Marijuana Overview

Trevor Gloss, Assistant City Attorney
July 18, 2022




Current Number and Types of Licenses

» As of July 8, 2022, the City has a total of 28 marijuana licenses. This includes:
» Medical: Eight (8) Facilities
» Two (2) Medical Stores

» Two (2) Medical Product Manufacturers

(
» Two (2) Medical Cultivations
(
» Two (2) Medical Testing Facilities
» Retail: Twenty (20) Facilities
» Eight (8) Retail Stores
» Six (6) Retail Cultivations
» Four (4) Retail Product Manufacturers
» Two (2) Retail Testing Facilities

» There are four (4) additional licenses pending final inspections, including for: (i) Retail
Cultivation, (ii) Medical Cultivation, (iii) Retail Product Manufacturing, and (iv) Medical
Product Manufacturing.
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Marijuana Taxes



Taxes - State Level

» Medical Marijuana » Retail Marijuana
» Sales Tax: 2.9% (regular state sales » Excise Tax: Up to 15% on unprocessed
tax) retail marijuana (cultivations)

» Currently set at 15%
» Sales Tax: Up to 15%
» Currently set at 15%

» 10% of the collected revenue is
distributed to local governments
based on their percentage of
marijuana retail sales.

» Received $379,790.25 in 2020
» Received $384,598.39 in 2021

*As of 2021, 18 states and the District of Columbia have legalized the sale of retail marijuana. The tax rates and tax
structures vary. Washington state levies a 37 percent sales tax while Massachusetts levies a 10.75 percent special

sales tax on top of the state's 6.25 percent general sales tax. Alaska does not have a sales tax but does collect $50
per ounce of marijuana flower sold.




Municipal Taxes

» Medical Marijuana » Retail Marijuana
» Special Sales Tax: 4.3% per PMC 14- » Excise Tax: Up to 15% on unprocessed
11-3 and Ordinance No. 8208. retail marijuana (cultivations) per
PMC 14-12-8 and Ordinance No. 8903.

» Received $66,296.56 in 2020

: g » Currently set at 8% on first sale or
» Received $48,262.82 in 2021 transfer per PMC 14-12-2,

» Received $562,805.87 in 2020
» Received $797,702.76 in 2021

» Special Sales Tax: None. The City may
enact a special sales tax only upon
voter approval.

*Regular Sales Tax is also charged on all transactions, which is 3.7%.




County Excise Tax

» The County has a 5% Marijuana Excise Tax of the average market rate of

unprocessed retail marijuana. This was phased up over four years and is the
highest rate it can impose per statute.

» The City receives no portion of this County tax.




County Special Sales Tax

» The County collects a 6% special sales tax on all retail marijuana within its jurisdiction,
including the eight (8) retail marijuana stores within the City. Per an amended
Intergovernmental Agreement, the County has agreed to share some of that revenue.

» The City receives 58.33% of all special sales tax revenues collected from the eight (8) retail
stores within the City, less a fifteen percent administrative fee. This equates to a 3.5%
special sales tax (minus the fee) on those transactions for the City.

» The remaining 47.67% of the collected revenues are used by the County for law enforcement
and detention related purposes, mainly centering on the creation of a hew detention center.

» Marijuana Revenue received from the County:
» $676,277.17 in 2020
» $652,402.53 in 2021

» If the City were to impose its own special sales tax on retail marijuana (with voter approval),
the County would no longer be able to collect its own special sales tax within the city (the
eight (8) retail marijuana stores) per C.R.S. 29-2-115. The City could enter into an agreement
with the County to allow it to keep collecting its special sales tax within the city. This may
affect the County’s plans for a new detention center.




Total Tax Revenue for the City

>

>

>

>

From Medical in 2020:
» $66,296.56
From Retail in 2020:

» $379,790.25 (Excise Tax from State) + $562,805.87 (Municipal Excise Tax) + $676,277.17
(County Sales Tax Agreement)

» =51,618,873.29 in Total

From Medical in 2021:
» $48,262.82
From Retail in 2021:

» $384,598.39 (Excise Tax from State) + $797,702.76 (Municipal Excise Tax) + $652,402.53
(County Sales Tax Agreement)

» =51,834,703.68 in Total




Marijuana Fees



Medical Marijuana Fees

» New Licenses

» Medical marijuana store: six thousand five hundred dollars (56,500.00).

» Medical marijuana products manufacturer: six thousand five hundred dollars
(56,500.00).

» Medical marijuana cultivation facility: six thousand five hundred dollars
(56,500.00).

» Medical marijuana testing facility: four thousand five hundred dollars ($4,500.00).
» Renewal of a License

» For all licenses: four thousand five hundred dollars ($4,500.00).




Retail Marijuana Fees

» State law generally prohibits a municipality from charging an application fee.

» Operating fees are charged to cover the costs of administration, regulation,
implementation, and enforcement of the marijuana code. The following are paid
upon issuance of a license and yearly upon renewal:

» Retail marijuana cultivation facility upon issuance: Fifteen thousand dollars
(515,000.00). Upon a renewal:

» With a plant count between one (1) and three thousand six hundred (3,600): Six thousand five
hundred dollars ($6,500.00).

» With a plant count between three thousand six hundred one (3,601) and ten thousand two
hundred (10,200): Ten thousand dollars ($10,000.00).

» With a plant count of or over ten thousand two hundred one (10,201): Fifteen thousand dollars
(515,000.00).

» Retail marijuana product manufacturing facility: Fifteen thousand dollars ($15,000.00)
fﬁr theffirst year; and ten thousand dollars ($10,000.00) each subsequent year
thereafter.

» Retail n?arijuana testing facility: Five thousand dollars ($5,000.00) upon issuance and
renewal.

» Retail marijuana store: Fifteen thousand dollars ($15,000.00) upon issuance and renewal.




CUP Fees

» As part of the Medical or Retail Marijuana process, an applicant must obtain a
Conditional Use Permit (“CUP”) from the Planning and Zoning Department.
The CUP ensures that the building complies with the City’s codes, is zoned
appropriately, meets all the buffers, landscaping and facade requirements,
and may impose additional conditions if so required. The CUP requires
numerous hours from Planning and other staff.

» Fee: $5,000 upon issuance and yearly upon renewal.

» *This fee is paid by any business that needs a CUP, not just marijuana businesses.




Fees in Other Jurisdictions

» Pueblo County

» Medical

» Store: $5,000

» Cultivation: $4,000

» Products Manufacturer: $4,000

» Testing: $1,500

» Transporter: $4,400 every two years
» Retail

» Store: $5,000

» Cultivation: $4,000 + additional cost for higher plant count, up to $6,500 more.

» Product Manufacturer: $4,000

» Testing: $1,500

» Transporter: $4,400 every two years




Fees in Other Jurisdictions, Cont.

» Denver
» Medical Marijuana Licenses: $2,000 application fee + $3,000 license fee = $5,000
» Social Equity License: $1,500
» Retail Marijuana Licenses: $5,000 license fee
» Social Equity License: $2,500
» Delivery: $500 application fee + $2,000 license fee = $2,500
» Social Equity License: $2,000

» Hospitality (began accepting applications in November 2021, but only for Social
Equity Licensees): $2,000




Fees in Other Jurisdictions, Cont.

» Colorado Springs (Medical Marijuana Only)
» $2,500 application fee
» Medical Store, Cultivation, Manufacturing, Testing: Each $2,600

» Fort Collins
» Medical: $2,000 application fee + $1,000 license fee = $3,000

» Retail: $2,500 application fee (collected by MED) + $2,000 license fee (53,000 for
stores) + $3,000 operating fee = about $7,500 total

» Boulder
» Medical: $4,500 application fee + $2,075 license fee + misc. fees = about $6,600

» Retail: $2,500 application fee (collected by MED) + $2,475 license fee + $2,000
operating fee + misc. fees = about $7,000 total




Fees in Other Jurisdictions, Cont.

» Aurora (Retail Marijuana Only)
» Retail Store, Cultivation, Manufacturing, Testing, Transporter: Each $10,000
» Lakewood

» Medical
» Store application fee of $3,000 + $2,500 license fee
» Cultivation application of $500 + $500 license fee
» Retail
» Store application fee of $2,000 + $1,000 license fee
» Cultivation application of $500 + $500 license fee




Total Fees Collected for Pueblo

» Medical Marijuana » Retail Marijuana
» License Fees » License Fees

» 2020: $35,650 » 2020: $195,700

» 2021: $76,625 » 2021: $218,725
» Misc. Services » Misc. Services

» 2020: $67,500 » 2020: $40,000

» 2021: $82,625 » 2021: $35,000




Social Equity
Licenses




State Level - Accelerator Licenses

>

The Accelerator Program allows individuals who may have faced barriers to
entry in Colorado’s retail marijuana industry to own and operate a marijuana
business license as part of an agreed-upon partnership with an existing
marijuana business that has been endorsed by the MED as an “Accelerator-
Endorsed Licensee.” An Accelerator-Endorsed Licensee serves as the "host” in
the accelerator program by providing capital and/or technical support to a
Social Equity Licensee and allowing the Social Equity Licensee to operate as
an Accelerator Store, Accelerator Manufacturer and Accelerator Cultivator on
the same Licensed Premises or on a separate Licensed Premises provided by
the Accelerator-Endorsed Licensee. Applications to participate in the
accelerator program (and Social Equity Licenses) became available beginning
January 1, 2021.

May be eligible for incentives available through the department of revenue or
office of economic development and international trade, including but not
limited to a reduction in application or license fees.

Just for Retail Marijuana Businesses.
Think: Apprenticeships.




Qualifications

» Eligibility Criteria:
» Colorado resident

» Has not previously owned an MJ Business that was subject to revocation

» ONE of the following:

» 1. The Applicant resided for at least 15 years between the years 1980 and 2010 in a census
tract designated by the Colorado Office of Economic Development and International Trade
as an Opportunity Zone or designated as a "Disproportionate Impacted Area”;

» 2. The Applicant or Applicant’s parent, legal guardian, sibling, spouse, child, or minor in
their guardianship was arrested for a marijuana offense, convicted of a marijuana offense,
or was subject to civil asset forfeiture related to a marijuana investigation; or

» 3. The Applicant's household income in a year prior to application did not exceed 50% of
the state median income as measured by the number of people who reside in the
Applicant's household.

» The Social Equity Licensee holds at least 51% ownership in the business




Local Jurisdictions

» Denver
» Same Eligibility Criteria as the State.

» Various licensing fee discounts dependent on the type of license, ranging from
discounts of $3,500 to only $500.

» Aurora
» Same Eligibility Criteria as the State.

» Currently limited to retail marijuana deliveries.

» There do not appear to be any other local jurisdictions with Social Equity
Licenses.




Marijuana Delivery,
Walk-ups, and
Drive-ups




The Basics

» Marijuana Delivery, Walk-ups, and Drive-ups could be allowed as of January 2,
2021 (January 2, 2020 for Medical Delivery).

» Marijuana Delivery, Walk-ups, and Drive-ups are not permitted in the City of
Pueblo unless the City expressly allows them. The City can approve one and
not the others, approve them all, or stay silent. If the City does not take
action, these uses will remain prohibited within the city.

» If Marijuana Delivery is approved, the City will have the option to prohibit
deliveries that originate outside of city limits.




Delivery Permits

» Available for both Medical and Retail Marijuana Stores.

» Also available for Transporter Licenses, so they can deliver on behalf of
a Medical or Retail Store (in addition to their normal business of
delivering marijuana between licensed businesses).

» Medical and/or Retail Stores may acquire a special permit allowing
them to deliver.

» If Delivery is allowed for Medical or Retail Stores, each delivery has

a $1 surcharge that would go to the City for law enforcement costs
related to marijuana enforcement.

» May take electronic orders.




General State Requirements

» Permit is valid for one year and may be renewed annually.

» Transporters cannot make individual deliveries while also transporting between
businesses. Transporters cannot take orders, only pick up and drop off.

» When delivering to individuals, the individual must:
» Be 21 years of age,
» Have acceptable ID (which the City can further define), and
» Receive the delivery pursuant to all State and local rules.

» Must inspect the individual's identification and verify that the information provided at
the time of the order matches the name and age on the individual's identification.

» Must have State required training, including training regarding proof-of-age
identification and verification.




General State Requirements Continued

» Deliveries are limited to:
» Daily amounts established by the State:

» Two ounces of Medical Marijuana, 40 grams of Medical Marijuana Concentrate, or
Medical Marijuana Products containing more than 20,000 milligrams of THC, or

» One ounce of Retail Marijuana, 8 grams of Retail Marijuana Concentrate, or
Retail Marijuana Products containing more than ten 80 milligram servings of THC.

» Only a specific individual at the provided address.
» No more than once per day to the same individual or location.
» Only to private residences (not public places, schools, etc.).

» Vehicles must also comply with certain requirements.




Specific State Regulations

» The licensee and employee must obtain Responsible Vendor Certification.
» All inventory is tracked by the State and must have a transport manifest.
» Motor vehicle requirements:

» Must be registered and insured.

» Must have a vehicle tracking system that maintains real-time data and records the route. (Not for customer
tracking)

» The vehicle cannot have external markings, words, pictures, etc.
» Marijuana must not be visible from outside the vehicle.

» Additional security, including an alarm system, secured lock box, and video surveillance that records all
deliveries and related conditions.

» An enclosed delivery vehicle (van, sedan, etc.) cannot carry more than $10,000 worth of product. Limited to
$2,000 worth for non-enclosed vehicles (convertibles, etc.).

» Must receive the order before placing anything in the vehicle. These are not mobile dispensaries where people can
order from the vehicle.

» If cannot complete a delivery, the marijuana is returned to the store.
» Although orders can be accepted at any time, deliveries may only happen between 8:00 a.m. and midnight.

» The State fee is $4,880 initially and then $2,440 for renewals.




Potential Municipal Regulations

» The City can create stricter regulations (if Deliveries are approved).

» For example:

>
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May require security personnel accompany all deliveries.

May require use of electronic ID scanners.

Further define “private residence” and perhaps create delivery buffers.
Further restrict delivery hours.

Only enclosed motor vehicles may deliver.

No deliveries may come in from outside the city limits.

Limits on the number of vehicles or additional fees for extra vehicles.




Other Jurisdictions - Delivery

Still generally prohibited, except for:
» Denver

» Limited to Transporter Licensees until 2024. Stores must contract with a
Transporter to conduct deliveries.

» License fee for permit of $2,000 plus a $500 application fee.

» “Social Equity” discounts for permits.

» Boulder
» Limited to Medical Marijuana Stores and only to certain applicable customers.
» No separate fee, no separate permit, just part of the license.
» Superior

» Marijuana establishments are prohibited within the City, but Medical and
Retail Marijuana businesses outside the City may deliver inside the city wit
permit.




Other Jurisdictions Continued

» Longmont
» Limited to Medical Marijuana Stores.
» No separate fee.
Aurora
» Deliveries are allowed for Retail Marijuana Stores and Transporters.

» If using a Transporter, has to meet certain “Social Equity” requirements for the
first 36 months (long time Colorado resident, relative convicted of a marijuana
related offense, or low-income household).

» Delivery hours limited to 8:00 a.m. through 10:00 p.m.
» Added Motor Vehicle Requirements and additional Inspections.
» Delivery permit fee of $2,800. Only $325 for Social Equity Transporter Licensees.




Walk-up and Drive-up/Drive-through
Windows

» Became legal as of January 2021. These were temporarily allowed
during 2020 because of the COVID-19 pandemic and Emergency Orders
from the State.

» Requires approval to modify the premises.

» Currently prohibited by municipal ordinance and regulation.




General Requirements

» The area outside the window must be under the licensee’s control and cannot
be public property.

» Same requirements with regards to viewing and inspecting a customer’s ID,
receiving orders, payment, etc.

» Orders placed at such a window must be placed through a menu (“menu” not
defined). Marijuana may not be displayed at the window.

» Additional video surveillance for the window.

» Vehicles cannot enter the Licensed Premises (i.e. cannot use a garage as a
“window”).




Additional Municipal Regulations

» The City may impose stricter regulations.
» For example:
» Limit hours of use.

» Additional security.

» Would need prior approval from various City departments, such as Planning
and Zoning, Regional Building, etc.




Other Jurisdictions -Walk-ups and Drive-up
Windows

» Walk-ups were allowed Statewide during the COVID-19 pandemic, but Drive-up Windows were
and are still mostly prohibited.

» Denver allows Walk-ups and Drive-ups subject to approvals from various departments.

» Dillon allows Walk-ups and Drive-ups for both Medical and Retail Marijuana. However , it
restricts what can be on a menu and has specific Planning and Land Use related requirements.

» Parachute appears to allow Walk-ups and Drive-ups for both Medical and Retail Marijuana.




Marijuana Hospitality
Businesses




Licensed Hospitality Businesses

» There are two types of hospitality businesses, (i) Marijuana Hospitality Businesses and (ii)
Retail Marijuana Hospitality and Sales Businesses. They have a number of common
requirements:

» No one under 21 can enter.

On-duty employees cannot consume.

Cannot consume liquor or tobacco on premises.

Cannot enter or consume if otherwise intoxicated.

Disorderly conduct and rowdiness prohibited.

Cannot give away marijuana or marijuana products.

Must have a minimum amount of food.

Marijuana must not be observable from outside the licensed premises.
Consumption must cease if law enforcement enters.

Must go through Responsible Vendor Training certified by the State.
Each employee must be licensed by the State and undergo a background check.
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Can be operated in an isolated portion of a retail food business.
» Cannot share space with a liquor licensed business.

» Cannot be co-located with any other type of marijuana business.




Two Types of Licensed Hospitality
Businesses

Marijuana Hospitality Retail Marijuana Hospitality
Business License and Sales Business License
» Cannot sell or allow the transfer of » Sells marijuana and marijuana products

marijuana or marijuana products. for on premises consumption.
» “Bring your own.” » Cannot sell more than two grams of

, : flower or one-half gram of concentrate

» Can allow for operation of a mobile to a customer per day.

premises.

> Rou%hly equal to one large joint or two

» Can only consume on the premises. small joints. Depends on how much the
business uses for each.
» Location would be limited. Buffers. > Must consume on premises but can take
» Needs a fixed business location. extra home. Cannot purchase just to
, . leave with it.
» Driver separated from consumption.

» Cannot make multiple sales to the same
person to exceed limit. All sales are
tracked.

» Cannot allow consumption of outside
products.




Must the City allow them?

» NO

» Licensed Hospitality Businesses and consumption is “opt in.” A local
jurisdiction must specifically allow it by ordinance. Otherwise, it is
prohibited.

» It isillegal to publicly consume marijuana.
» C.R.S. Const. Art. 18, § 16
» C.R.S. §44-10-702 and C.R.S. § 18-18-406
» Pueblo Municipal Code § 11-1-608.




Smoking on Premises

» Will smoking be allowed?

» Yes, if a local ordinance states that smoking of marijuana is allowed in Licensed
Hospitality Businesses, then it will be legal.

» Prohibited otherwise.
» Can limit smoking to inside, and/or allow it in enclosed patio areas.
» If smoking is not expressly permitted:

» Licensees will be limited to consumption that does not involve smoking. i.e.
Edibles, etc.




Statutes Prohibiting Indoor Smoking

Colorado Clean Indoor Air
Act, C.R.S. § 25-14-201 et

seq.
» Generally prohibits smoking in any indoor
areas.

» “Smoking” means inhaling, exhaling, burning,
or carrying any lighted or heated cigar,
cigarette, or pipe or any other lighted or
heated tobacco or plant product intended for
inhalation, including marijuana, whether
natural or synthetic, in any manner or in any
form. “Smoking” also includes the use of an
Electronic Smoking Device (i.e. Vaping).

» If authorized by local ordinance, the Clean
Indoor Air Act does not apply to the licensed
premises of a marijuana hospitality business.
This exception only applies to the smoking of
marijuana and does not allow the smoking of
tobacco on the premises.

Does the Pueblo Smoke-Free
Air Act of 2002, Pueblo
Municipal Code § 7-6-1 et

seq., Apply?

» Prohibits smoking in public places and places
of employment.

» Public place basically means any enclosed area
to which the public is invited or in which the
public is permitted.

> “Smoke-free” means that air in an
esta&)lishment is not contaminated by tobacco
smoke.

» “Smoking” means inhaling, exhaling, burning or
carrying any lighted cigar, cigarette, pipe,
weed, plant or other combustible substance in
any manner or in any form.




Considerations

» Allow one or both types?
» Allow mobile premises?
» Allow smoking and/or vaping?
» Make appropriate ventilation requirements.

» Zoning - Where to allow them? Allow patio areas for smoking?
» Same locations for bars and other liquor licensed premises?
» Buffers.

» Mobile establishments.

» Require neighborhood surveys or input from surrounding businesses?




Proposed Fees

» Marijuana hospitality business:
» Fixed premises: Five thousand dollars ($5,000.00).
» Mobile premises: Five thousand dollars ($5,000.00).

» Retail marijuana hospitality and sales business: Fifteen thousand dollars
(515,000.00).




Potential Areas

>

Allowed areas are highly dependent on the buffers for marijuana businesses
and other zoning requirements. Generally, buffers are a 1,000 feet from
operational schools, 500 feet from hospitals or substance abuse treatment
facilities, and 300 feet from residential districts.

Reviews are conducted on an as-needed basis by the Planning Department
because allowed areas are constantly changing due to the buffers.

Map from 2017:




Allowable Areas for all
Marijuana Uses as of 2017

Legend

Allow able Area for all Marijuana Uses

[ city Limits

Hwys and Major Roads




Other Jurisdictions

» Adams County

» Has five (5) (capped) Marijuana Hospitality Licenses, allowed as of August 12, 2020, but
going through a lottery process.

» First Hospitality Establishment (through this new process) in the state approved on
February 16, 2022.

» Denver
» Denver started accepting applications for Hospitality Establishments on July 1, 2021.

» Offers three types of licenses: Hospitality (customers bring their own), Hospitality and
Sales (sale on-site for consumption), and Mobile Hospitality.

Reserved for Social Equity applicants until July 1, 2027.

» One licensed business - The Coffee Joint (previously the only licensee under Denver’s
cannabis consumption pilot - now repealed). Three more pending, waiting on either
hearings and/or final inspections.

» Other jurisdictions do not currently allow hospitality businesses.




l Questions?



