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DISTRIBUTION TAXES AFFECT PATIENTS

AB 2243 authored by Assemblymember Wood 

AB 2243 imposes a new tax on the distribution of medical cannabis, in addition to any other state 
or local taxes imposed. The bill would tax cannabis flowers at $9.25 per ounce, leaves at $2.75 per 
ounce, and plant cuttings at $1.25 each. The funds generated by this tax would pay for law enforce-
ment and environmental remediation related to cannabis cultivation. The bill would become inef-
fective if voters approve the Adult Use of Marijuana Act in November of 2017. 

Americans for Safe Access (ASA) opposes AB 2243 because it contributes to a growing tax burden 
that will be passed along to medical cannabis patients. Medical cannabis is already very expensive, 
and it is not covered by insurance. Unlike prescription medicines, medical cannabis is subject to sales 
tax of between 7.5% and 10%. Furthermore, a number of cities have imposed an additional tax of 
between 5% and 15% on medical cannabis. SB 987 (McGuire) may impose an additional 15% excise 
tax on medical cannabis consumption, and SB 1116 (McGuire) would specifically authorize cities and 
counties to tax patients and caregivers for non-commercial activity. 

Stacking taxes on medical cannabis is a hardship for legal patients, and may also undermine imple-
mentation of the newly adopted Medical Marijuana Regulation and Safety Act (MMRSA) and lo-
cal licensing ordinances. The Tax Foundation, the nation’s leading independent tax policy research 
organization, found that high taxes on medical cannabis create an incentive for buying cannabis 
from the illicit market. In fact, Colorado, Oregon, Washington and Alaska are considering or in the 
process of lowering their tax rates on cannabis (Marijuana Legalization and Taxes: Lessons for Other 
States from Colorado and Washington, The Tax Foundation, May 12, 2016).

There is a legitimate need for revenue to implement California’s new medical cannabis licensing and 
regulation program. However, the Medical Marijuana Regulation and Safety Act (MMRSA) already 
requires applicants for state licenses to cover all the costs associated with licensing. State law also 
provides for recovering the cost of enforcement and environmental remediation from violators. Cit-
ies and counties that license commercial medical cannabis businesses and organizations may rely on 
similar local fees and fines to cover their costs.

State lawmakers should coordinate with local governments this year to create a revenue strategy 
based on real-world data. If we avoid the temptation to impose excessive taxation up front, we can 
create a rational tax plan that is fair for legal patients, encourages the growth of the legal medical 
cannabis industry, and meets the needs of the state and local governments. 

See reverse side for comments and information on AB 821
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AB 821 authored by Assemblymember Gipson 

AB 821 would allow licensed medical cannabis dispensaries to pay sales tax in cash statewide. This 
is necessary because banks and other financial institutions are reluctant to serve medical cannabis 
business and organizations due to uncertainty about their liabilities under federal law. The wide-
spread decision not to serve medical cannabis businesses means that many of the locally approved 
medical cannabis facilities in the state are forced to operate on a cash-only basis. 

Most businesses in California are required to pay sales tax using an electronic funds transfer. Medical 
cannabis businesses without a bank account cannot meet this requirement. Some have faced penal-
ties and inconsistent policies at Board of Equalization field offices when paying sales tax in cash. AB 
821 will create greater consistency and facilitate broader compliance with the state’s sales tax rules.

Americans for Safe Access supports AB 821 but calls on the Author and his colleagues to expand this 
policy to include any legal medical cannabis business or organization. Licensed cultivators, manufac-
turers, distributors and others also struggle with a lack of banking services. 
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