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The Cannabis Advisory Taxation Taskforce (CATT) sponsored by Fiona Ma, Vice Chair, Board of 
Equalization, has brought together some of California’s most knowledgeable CPAs, attorneys, and 
industry participants to offer their insight and expertise with respect to tax policy as it relates to 
cannabis cultivators, distributors, manufacturers, and retailers.  CATT, in an effort to promote initia-
tives that will advance a legal and thriving cannabis industry, has identified the six legislative priori-
ties listed below as common sense items that will work to foster a robust industry and help stamp 
out the illicit market.

280E STATE TAX CREDIT
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For more information contact the Sacramento Cannabis Industry Association

www.saccannabis.org

“VOLUNTARY DISCLOSURE REPRIEVE” OF PAST 
INCOME REPORTING

PROVIDE REDUCED COST/FREE MEDICAL CARDS 
AND STREAMLINED APPLICATIONS

1294 EQUITY PROGRAM SHOULD BENEFIT 
OUR VETERANS

WILLIAMSON ACT SHOULD INCLUDE AND 
PROTECT CANNABIS CULTIVATORS

FEE TRANSPARENCY ACT – REQUIRE DISCLOSURE 
BY ALL LOCALITIES OF CANNABIS FEES AND TAXES 

See reverse side for priority details
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280E STATE TAX CREDIT

Section 280E of the Internal Revenue Code disallows deductions (except expenses related to Cost of 
Goods Sold) for cannabis cultivators, manufacturers, distributors, and retailers.  Currently credits are not 
allowed on state tax filings for all forms of entities paying taxes creating an uneven playing field and 
handicapping their ability to compete.  All cannabis businesses should be allowed a state tax credit for 
federal taxes paid on amounts that would otherwise be federally deductible but for 280E compliance.

“VOLUNTARY DISCLOSURE REPRIEVE” OF PAST INCOME REPORTING

Fear of federal prosecution has kept many cannabis businesses from previously filing federal or state taxes. 
Penalties on previously unpaid taxes can be a significant deterrent for operators to claim past income.  A 
reprieve from both (i) penalties and (ii) criminal prosecutions for tax evasion creates a significant incentive 
for legal businesses to pay taxes on past income and for grey market participants to come into compliance 
with the law.

PROVIDE REDUCED COST/FREE MEDICAL CARDS AND STREAMLINED APPLICATIONS

The California Department of Public Health (CDPH) Medical Marijuana Identification Card is both cumber-
some and expensive to obtain.  It is currently the only means of becoming a qualified medical patient for 
purposes of obtaining cannabis that is free of sales tax.  The cost of medication for California patients that 
need it the most has increased significantly as a result of the recently implemented sales taxes.  Lowering 
the cost and streamlining the process to obtain a Medical Marijuana Identification Card, particularly for 
veterans and seniors, is the right thing to do.

1294 EQUITY PROGRAM SHOULD BENEFIT OUR VETERANS

We must do better for our veterans and serve those who helped serve us.  Senate Bill 1294 (California 
Cannabis Equity Act of 2018) promises to offer support and assistance for vulnerable populations to partic-
ipate in the cannabis industry as entrepreneurs or employees.  Veterans use cannabis to treat such ailments 
as PTSD and have historically participated in the industry.  Veterans deserve our support and assistance 
and should be included as qualifying equity applicants under SB 1294.

WILLIAMSON ACT SHOULD INCLUDE AND PROTECT CANNABIS CULTIVATORS

The California Land Conservation Act of 1965 (Williamson Act) promises local tax breaks for landowners 
that restrict use of their land to exclusively agricultural purposes.  The tax breaks are part of an effort to 
preserve agricultural spaces and deter conversion of agricultural land for urban development.  The result-
ing agricultural preserves often exclude cannabis cultivation as a qualifying use.  Agricultural uses of land 
by cannabis cultivators should qualify for the same tax breaks that other agricultural uses enjoy and the 
legal and compliant cultivation of cannabis deserves to be supported and encouraged.

FEE TRANSPARENCY ACT – REQUIRE DISCLOSURE BY ALL LOCALITIES OF 
CANNABIS FEES AND TAXES 

Along with California’s tapestry of regulations implemented by local jurisdictions and municipalities come a 
myriad of local fees and taxes imposed on legal cannabis cultivators, manufacturers, distributors, and 
retailers.  Information regarding these fees and taxes is often difficult or impossible to ascertain.  Fees are 
sometimes masked as being voluntary or instituted for the purpose of mitigating the supposed adverse 
impacts on local communities.  Business owners and the public should be able to know what every city or 
county charges for cannabis taxes and fees and to know where and how the revenue is allocated and spent.    
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