Chapter 3.17

Cannabis Commercial Cultivation, Manufacturing, and
Laboratory Testing Facilities Tax
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3.17.010

Purpose.

This Chapter shall be known as the Cannabis Business Tax. It is the intent of the
voters to permit the collection of such tax at the maximum rate allowed by state law from
every commercial cannabis cultivation, manufacturing, and laboratory testing facility
operating in the City regardless of whether the cannabis business is operating lawfully
under State or local law. Nothing in this Chapter shall be interpreted to authorize or permit
any commercial cannabis activity that would not otherwise be legal or permissible under
laws applicable to the activity at the time the activity is undertaken.
3.17.020

Definitions.

A.
“Cannabis” means all parts of the plant Cannabis sativa Linnaeus, Cannabis
indica, or Cannabis ruderalis, whether growing or not; the seeds thereof; the resin,
whether crude or purified, extracted from any part of the plant; and every compound,
manufacture, salt, derivative, mixture, or preparation of the plant, its seeds, or resin.
“Cannabis” also means the separated resin, whether crude or purified, obtained from
cannabis. “Cannabis” does not include the mature stalks of the plant, fiber produced from
the stalks, oil or cake made from the seeds of the plant, any other compound,
manufacture, salt, derivative, mixture, or preparation of the mature stalks (except the resin
extracted therefrom), fiber, oil, or cake, or the sterilized seed of the plant which is
incapable of germination. For the purpose of this Chapter, “cannabis” does not mean
“industrial hemp” as defined by Section 11018.5 of the Health and Safety Code.

B.
“Cannabis business” means a cultivation facility, laboratory testing facility,
or manufacturing facility.
C.
“Cannabis products” has the same meaning as in Section 11018.1 of the
Health and Safety Code.
D.
“Canopy space” means the designated areas at a cultivation facility that will
contain mature plants at any point in time.
E.

“City” means the City of Banning.

F.
“Commercial cannabis activity” includes the cultivation, possession,
manufacture, distribution, processing, storing, laboratory testing, packaging, labeling,
transportation, delivery or sale of cannabis and cannabis products, or engaging in any
other cannabis activity that requires a state license issued by a licensing authority.
G.
“Cultivation facility” means a location where cannabis is planted, grown,
harvested, dried, cured, graded, or trimmed, or a location where any combination of those
activities occurs.
H.
“Gross receipts” means the total amount of the sale price of all sales and
the total amount charged or received for the performance of any act, service or
employment of whatever nature it may be for which a charge is made or credit allowed,
whether or not such act, service or employment is done as a part of or in connection with
the sale of materials, goods, wares, or merchandise. Included in gross receipts shall be
all receipts, cash, credits and property of any kind or nature, and any amount for which
credit is allowed by the seller to the purchaser without any deduction therefrom on account
of the cost of the property sold, the cost of the materials used, labor or service costs,
interest paid or payable, or losses or other expenses whatsoever. Excluded from gross
receipts shall be cash discounts allowed and taken on sales, any tax required by law to
be included in or added to the purchase price and collected from the consumer or
purchaser, and such part of the sale price of the property returned by purchasers upon
rescission of the contract of sale as is refunded either in cash or by credit.
I.
“Testing laboratory facility” means a laboratory, facility, or entity in the state
that offers or performs tests of cannabis or cannabis products and that is both of the
following:
1)
Accredited by an accrediting body that is independent from all other
persons involved in commercial cannabis activity in the state.
2)

Licensed by the Bureau.

J.
“Manufacturing facility” means a location that conducts the production,
preparation, propagation, or compounding of cannabis or cannabis products either
directly or indirectly or by extraction methods, or independently by means of chemical
synthesis, or by a combination of extraction and chemical synthesis at a fixed location

that packages or repackages cannabis or cannabis products or labels or relabels its
container.
K.
“Person” includes any individual, firm, partnership, joint venture,
association, corporation, limited liability company, estate, trust, business trust, receiver,
syndicate, or any other group or combination acting as a unit, and the plural as well as
the singular.
L.
“Tax Administrator” means the Finance Manager of the City of Banning, his
or her designee(s), or any other City officer charged with the administration of the
provisions of this Chapter.
3.17.030
Tax imposed on Commercial
Manufacturing and Testing Laboratory Facilities.

Cannabis

Cultivation,

A.
There is established and imposed upon each person who is engaged in
business as a cannabis business an annual cannabis business tax at the rates set forth
in this Chapter.
B.
Every person operating a cultivation facility shall pay to the City an annual
cannabis business tax in an amount that is equal to $15 per square foot of canopy space.
The City Council, in its discretion, may adjust the tax rate up to a maximum rate of $25
per square foot of canopy space.
C.
Every person operating a manufacturing facility or a testing laboratory
facility shall pay to the City an annual cannabis business tax in an amount equal to ten
percent (10%) of the facility’s gross receipts.
D.
This Chapter is enacted solely to raise revenue for unrestricted general
revenue and municipal purposes and is intended to be a general tax and is not a special
tax. All of the proceeds from the tax imposed by this Chapter shall be placed in the City’s
general fund to finance the general operations of the City. Such operations may include,
but are not limited to: paying for basic or enhanced law enforcement or public safety
services, park, recreational, and senior services, neighborhood preservation, community
services, code enforcement, infrastructure improvement and maintenance, and other
such general services.
3.17.040

Tax can be spent for unrestricted general revenue purposes.

The tax revenue generated from the taxes established by this Chapter can be
spent
for
unrestricted
general
revenue
purposes.
3.17.050

Modifications to Tax.

A.
Notwithstanding Elections Code Section 9217, or the tax rate of $15 per
square foot of canopy space for a cultivation facility or the tax rate of ten percent (10%)
of gross receipts of a manufacturing facility or testing laboratory facility, the City Council
may, in its discretion without the vote of the people of Banning, do any of the following:

1)

Reduce the tax rate for these cannabis businesses;

2)
Increase any tax rates established by this Ordinance, not to exceed
the maximum tax rate of $25 per square foot of canopy space for a cannabis cultivation
facility;
3)

Increase any rates if they had previously been reduced below such

rate; and
4)
Establish a class of persons that is exempt or excepted from the tax
or discontinue any such exemption or exception.
B.
In no event shall the City Council of the City of Banning increase any rates
in excess of those rates specified in this Ordinance without approval by a majority of the
voters voting in an election on the increase.
3.17.060

Exemption from tax.

The provisions of this Chapter shall not apply to personal cannabis cultivation as
defined in the Medicinal and Adult-Use Cannabis Regulation and Safety Act or any
subsequent state legislation regarding the same. This Chapter shall not apply to personal
use of cannabis that is specifically exempted from state licensing requirements, that
meets the definition of personal use or equivalent terminology under state law, and for
which the individual receives no compensation whatsoever related to that personal use.
3.17.070

Reporting and remittance of tax.

A.
The cannabis business tax imposed by this Chapter shall be imposed on a
fiscal year basis and shall be due and payable annually.
B.
Each person owing a cannabis business tax shall, on or before the last day
of the month following the close of each fiscal quarter, prepare and submit a tax statement
on the form prescribed by the Tax Administrator and remit to the Tax Administrator the
tax due.
C.
Tax statements and payments for all outstanding taxes owed to the City are
immediately due to the Tax Administrator upon cessation of a cannabis business for any
reason.
D.
The Tax Administrator may, at his or her discretion, establish shorter
reporting and payment periods for any cannabis business tax.
3.17.080

Payments and communications - Timely remittance.

A.
Whenever any payment, statement, report, request or other communication
is due, it must be received by the Tax Administrator on or before the final due date. A
postmark will not be accepted as timely remittance. If the due date falls on Saturday,

Sunday holiday, or a day City Hall is closed, the due date shall be the next regular
business day on which City Hall is open to the public.
B.
Unless otherwise specifically provided under other provisions of this
Chapter, the taxes required to be paid pursuant to this Chapter shall be deemed
delinquent if not received by the Tax Administrator on or before the due date.
3.17.090

Notice not required by the City.

The Tax Administrator is not required to send a delinquency or other notice or bill
to any person subject to the provisions of this Chapter. The Tax Administrator may, as a
courtesy, send a tax notice to the cannabis business. Failure to send such notice or bill
shall not affect the validity of any tax or penalty due under the provisions of this Chapter.
3.17.100

Non-payment of tax; Penalties and interest.

A.
Any person who fails or refuses to pay any cannabis business tax required
to be paid pursuant to this Chapter on or before the due date shall pay penalties and
interest established by resolution of the City Council. This penalty provision shall not be
construed to preclude or limit the enforcement of the penal provision of this Chapter.
B.
Whenever a check or electronic payment is submitted as payment for a
cannabis business tax and the payment is subsequently returned unpaid by the bank for
any reason, the taxpayer will be liable for the tax amount due plus any fees, penalties and
interest as provided for in this Chapter, and any other amount allowed under state law.
3.17.110

Refund procedures.

A.
No refund shall be made of any tax collected pursuant to this Chapter,
except as provided in this Section. No refund of any tax collected pursuant to this Chapter
shall be made because of the discontinuation, dissolution, or other termination of a
cannabis business.
B.
Whenever the amount of any cannabis business tax, penalty or interest has
been overpaid, paid more than once, or has been erroneously collected or received by
the City under this Chapter, it may be refunded to the taxpayer who paid the tax, or
credited towards a future tax liability, provided that a written claim for refund is filed with
the Tax Administrator within one year of the date the tax was originally due and payable.
C.
The Tax Administrator shall have the right to examine and audit all the
books and business records of the claimant to determine the eligibility of the claimant to
the claimed refund. No claim for refund shall be allowed if the claimant refuses to allow
such examination of claimant’s books and business records after request by the Tax
Administrator to do so.
D.
If the cannabis business tax was erroneously paid and the error is
attributable to the City, the City shall refund the amount of tax erroneously paid up to one
year from when the error was identified.

3.17.120

Administration of tax.

A.
It shall be the duty of the Tax Administrator to collect the taxes, penalties,
fees, and perform the duties required by this Chapter.
B.
For purposes of administration and enforcement of this Chapter generally,
the Tax Administrator may from time to time promulgate such administrative rules and
procedures consistent with the purpose, intent, and express terms of this Chapter as he
or she deems necessary to implement or clarify such provisions or aid in enforcement.
C.
The Tax Administrator may take such administrative actions as needed to
administer the tax, including but not limited to:
1)
Providing to all cannabis businesses taxpayers forms for the
reporting of the tax;
2)

Receiving and recording all taxes remitted to the City as provided in

3)
to this Chapter;

Maintaining records of taxpayer reports and taxes collected pursuant

4)

Assessing penalties and interest to taxpayers pursuant to this

5)

Determining amounts owed and enforcing collection pursuant to this

this Chapter;

Chapter;
Chapter; and
6)
Establishing a reasonable process, including set times and secure
conditions, whereby taxpayers can pay the taxes imposed by this Chapter.
3.17.130

Enforcement - Action to collect.

Any taxes, penalties and/or fees required to be paid under the provisions of this
Chapter shall be deemed a debt owed to the City. Any person owing money to the City
under the provisions of this Chapter shall be liable in an action brought in the name of the
City for the recovery of such debt. The provisions of this Chapter shall not be deemed a
limitation upon the right of the City to bring any other action including criminal, civil and
equitable actions, based upon the failure to pay the tax, penalties and/or fees imposed
by this Chapter or the failure to comply with any of the provisions of this Chapter.
3.17.140

Audit and examination of records.

A.
The Tax Administrator shall have the power to audit and examine all books,
records, accounts, inventory and onsite operations of persons engaged in cannabis
businesses related to the business, including examination of both state and federal
income tax returns, sales tax returns, or other evidence documenting the gross receipts
of persons engaged in cannabis businesses, and, where necessary, all equipment, of any
person engaged in cannabis businesses in the City, for the purpose of ascertaining the

amount of cannabis business tax, if any, required to be paid by the provisions hereof, and
for the purpose of verifying any statements or any item thereof when filed by any person
pursuant to this Chapter.
B.
It shall be the duty of every person liable for the collection and payment to
the City of any tax imposed by this Chapter to keep and preserve, for a period of the later
of four years from the due date of the return or the date the return is filed, all records as
may be necessary to determine the amount of such tax as he or she may have been liable
to pay to the City, which records the Tax Administrator or his/her duly authorized designee
shall have the right to inspect at all reasonable times. All records for any period being
audited by the City shall be retained until the audit is complete.
3.17.150

Other licenses, permits, fees.

A.
This Chapter does not authorize or permit commercial cannabis cultivation,
manufacturing and testing laboratory facilities to operate in the City. Cannabis retailers
shall comply with the zoning requirements set forth in Chapter 17.53 of the Banning
Municipal Code and must have a valid cannabis conditional use permit issued by the City
Council to operate in the City. Cannabis businesses shall also comply with the regulations
set forth in Chapter 5.35 of the Banning Municipal Code and must have a valid cannabis
regulatory permit issued by the City Manager to operate in the City.
B.
A cannabis business subject to the provisions of this Ordinance shall also
be subject to the business tax requirements set forth in Chapter 5.04 of the Banning
Municipal Code. Nothing contained in this Chapter shall be deemed to repeal, amend,
be in lieu of, replace or in any way affect any requirements for any permit or license
required by, under or by virtue of any other provision of this Code or any other ordinance
or resolution of the City, nor be deemed to repeal, amend, be in lieu of, replace or in any
way affect any tax, fee or other charge imposed, assessed or required by, under or by
virtue of any other Chapter of this Code or any other ordinance or resolution of the City.
Any references made or contained in any other Chapter of this code to any licenses,
license taxes, fees, or charges, or to any schedule of license fees, shall be deemed to
refer to the licenses, license taxes, fees or charges, or schedule of license fees, provided
for in other Chapters of this code.
3.17.160

Payment of tax does not authorize unlawful business.

A.
The payment of a cannabis business tax required by this Chapter, and its
acceptance by the City, shall not entitle any person to operate a cannabis business unless
the person has complied with all of the requirements of this Code, including obtaining a
cannabis regulatory permit and a cannabis conditional use permit, and all other applicable
state laws.
B.
No tax paid under the provisions of this Chapter shall be construed as
authorizing the conduct or continuance of any illegal or unlawful business, or any
cannabis business in violation of any local or state law.

3.17.170

Appeals procedures.

Any taxpayer aggrieved by any decision of the Tax Administrator with respect to
the amount of tax, interest, penalties and fees, if any, due under this Chapter may appeal
to the City Manager by filing a notice of appeal with the City Clerk within 30 days of the
serving or mailing of the determination of tax due. The City Clerk shall fix a time and
place for hearing such appeal, and the City Clerk shall give notice in writing to the
taxpayer at the last known place of address. The finding of the City Manager shall be
final and conclusive and shall be served upon the taxpayer in the manner prescribed by
this Chapter for service of notice of hearing. Any amount found to be due shall be
immediately due and payable upon the service of the notice.
3.17.180

Amendments.

A.
This Chapter may be amended by the City Council without a vote of the
people. However, as required by Article XIII C of the California Constitution, voter
approval is required for any amendment provision that would increase the rate of any tax
levied pursuant to this Chapter or extend the tax to a cannabis business that is not
included in this Chapter. The people of the City of Banning affirm that the following
actions shall not constitute an increase of the rate of a tax:
1)
The restoration of the rate of the tax to a rate that is no higher than
that set by this Chapter, if the City Council has acted to reduce the rate of the tax;
2)
An action that interprets or clarifies the methodology of the tax, or
any definition applicable to the tax, so long as such interpretation or clarification (even if
contrary to some prior interpretation or clarification) is not inconsistent with the language
of this Chapter;
3)
The establishment of a class of persons that is exempt or excepted
from the tax or the discontinuation of any such exemption or exception (other than the
discontinuation of an exemption or exception specifically set forth in this Chapter);
4)
The collection of the tax imposed by this Chapter, even if the City
had, for some period of time, failed to collect the tax; and
5)
The deletion, restoration, relocation, renumbering, amendment or
alteration of the provisions of this Chapter and any provision of the Code affected by this
Chapter, provided that such action does not establish any new tax or increase any existing
tax.
B.
The City Council of the City of Banning may delete, restore, relocate,
renumber, amend or alter any of the provisions of this Ordinance and any provision of the
Banning Municipal Code affected by this Ordinance, provided that such action does not
establish any new tax or increase any existing tax.”

