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STATEMENT ON THE SUBJECT:

The Finance & Budget Subcommittee will discuss the potential extension of the temporary
cannabis business tax rebate for FY27, discuss cannabis support for future years beyond

FY27, and provide recommendations for the City Council to consider at a future meeting.

RECOMMENDATIONS:

1) Discuss the potential extension of the temporary cannabis business tax rebate for
FY27.

2) Discuss cannabis business support, including marketing support, for future years,
currently not budgeted after FY27.

3) Provide feedback and direction to Staff.

BACKGROUND / ANALYSIS:

At its June 15, 2026, meeting, the City Council directed staff to refer an extension of the
two-percent temporary cannabis business tax rebate through June 30, 2027, to the
Budget Subcommittee for consideration. At its June 29, 2026, meeting, the City Council
directed staff to refer any future cannabis rebates or marketing support to the Budget

Subcommittee for consideration.
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Temporary Cannabis Rebate

To fully understand the context of the proposed extension of the Temporary Tax Rebate,
it's important to review the existing tax structure and the evolution of tax rebates for

cannabis businesses in West Hollywood.
Current Cannabis Business Tax Structure

Cannabis businesses in West Hollywood are subject to a monthly business tax of 7.5%
of gross receipts on adult-use cannabis and adult-use cannabis products. Medical

cannabis and medical cannabis products are exempt from this tax.

On October 1, 2020, adult-use businesses owned by the top eight ranking adult-use
applicants became eligible for a tax rebate, reducing the 7.5% cannabis business tax by
2.25%. After applying the rebate, the effective tax rate for these businesses was 5.25%.
The rebate decreases by 0.75% for each licensed legacy medical cannabis business that
closes and whose license is no longer in effect. The adult-use cannabis rebate currently

stands at 1.5%, and five cannabis businesses receive this benefit.
Introduction and Previous Extensions of the Temporary Tax Rebate

Recognizing the need for broader financial support, the City Council took the following
actions that are in addition to the 1.5% rebate:

On January 22, 2024, the City Council approved an amendment to Section 3.36.094 of
the West Hollywood Municipal Code to establish a 1% temporary tax rebate for eligible
cannabis businesses for a six-month period through June 30, 2024. This rebate was
introduced to provide financial relief to all cannabis businesses including those that were

excluded from other financial relief programs available to West Hollywood businesses.

On May 6, 2024, the City Council approved an increase in the temporary tax rebate to
2% and extended the rebate period from July 1, 2024, through June 30, 2025. The
implementation of a 2% tax rebate to all eligible cannabis businesses for sales between
July 1, 2024, and June 30, 2025, has resulted in approximately $390,000 in lost revenue
to the City.

On August 4, 2025, the City Council approved extending the temporary tax rebate period
from July 1, 2025, through June 30, 2026. The extension of a 2% tax rebate to all eligible
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cannabis businesses for sales between July 1, 2025, and June 30, 2026, has resulted in

approximately $390,000 in lost revenue to the City.

On June 15, 2026, the City Council directed staff to refer discussion regarding an
extension of the 2% temporary tax rebate through June 30, 2027 to the City Council
Finance and Budget Subcommittee for consideration before returning back to the City

Council.
Potential Next Steps

If the Finance & Budget Subcommittee recommends returning to the City Council with an
extension of the temporary cannabis business tax rebate, staff will bring the first reading
of the Ordinance to the July 20, 2026, meeting to retroactively provide the temporary
cannabis business tax rebate from July 1, 2026. If approved, the second reading would
occur at the August 17, 2026 meeting with the Ordinance to extend the temporary rebate
in effect on September 16, 2026 indicating the cannabis business tax rebate to be in effect
from July 1, 2026 through June 30, 2027.

The estimated cost impact to extend the 2% rebate for an additional year is $390,000. A
rebate of up to 2% would not require a budget change. However, any option that would
result in a fiscal impact of more than $390,000 would require identifying a corresponding
reduction in the FY27 adopted expenditure budget.

If the Finance & Budget Subcommittee recommends to sunset the temporary cannabis
business tax rebate, the rebate will end on June 30, 2026 and an update item will be
shared with the City Council as part of its July 20, 2026 City Council packet including the

discussion and recommendation.
Cannabis Marketing Support

At its June 29, 2026 meeting, the City Council approved a Marketing Support Agreement
for Services for Cannabis Marketing with Emerald Village West Hollywood. The City
Council also directed staff to refer any future cannabis rebates or marketing support to

the Finance & Budget Subcommittee for consideration.

Emerald Village West Hollywood
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Emerald Village West Hollywood (EVWH) is an organization that was created in 2021 to
market local cannabis businesses. The member-based organization is comprised of West

Hollywood cannabis licensees.

As part of the City’s 2020 cannabis ordinance amendments, the City and cannabis
stakeholders agreed that legacy medical businesses would pay into a marketing fund that
would help promote the local cannabis industry. Non-legacy businesses are allowed, but
not required, to contribute to the marketing funds. This agreement is in addition to that

funding and ongoing marketing collaboration for the local cannabis industry.

On June 24, 2024, to enhance marketing and outreach activities for West Hollywood
cannabis businesses, the Council approved a time-limited agreement for $50,000 with
EVWH through December 31, 2024. The enhanced marketing included support for local
cannabis businesses and assistance through the safe cannabis use campaign approved
by the City Council in April 2022.

On December 2, 2024, the City Council approved an amendment with EVWH to expand
the scope of work, increase the not-to-exceed amount by $190,146, for a new total not-
to-exceed amount of $240,146 and extend the term of the agreement by six additional
months to June 30, 2025.

In June of 2025, the EVWH agreement was amended for an additional month through
July 30, 2025.

At its July 7, 2025, meeting, the City Council directed Staff to extend the marketing
support agreement with EVWH for 11 additional months through June 30, 2026, and to
increase the not-to-exceed amount by $200,000 for a new total not-to-exceed amount of
$440,146. Subsequently, at its August 4, 2025, meeting, the City Council approved
Amendment No. 3 with EVWH.

Most recently at its June 29, 2026 meeting, the City Council approved a Marketing
Support Agreement for Services for Cannabis Marketing with Emerald Village West

Hollywood in an amount not-to-exceed $250,000 through June 30, 2027.

Marketing Fund to Benefit West Hollywood Cannabis Businesses
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West Hollywood Municipal Code 5.70.043 established a marketing fund for cannabis

businesses.

11.Starting January 1, 2021, each legacy medical business shall contribute funding
equal to two and one half percent of the business' gross receipts on adult-use sales
to a marketing fund that is operated independently from the city by the holders of
cannabis licenses in the city. The two and one half percent rate remains in effect
for each legacy medical business until June 30, 2024. However, if a legacy medical
business has contributed two hundred fifty thousand dollars total to the marketing
fund before June 30, 2024, then the rate shall decrease to one percent. On July 1,
2024, the rate shall reduce to one-half percent until June 30, 2028. After June 30,
2028, the legacy medical businesses shall continue to be a member in good

standing and contribute an amount agreed upon among the parties, if any.
Currently, two businesses pay into the marketing fund and the current rate is 0.5%.
Potential Next Steps

Marketing Support for Cannabis Businesses is not currently funded in the FY28 budget.
The Finance & Budget Subcommittee may recommend ending the enhanced marketing
and outreach activities for West Hollywood cannabis businesses. Alternatively, the
Subcommittee may recommend continuing the enhanced marketing and outreach
activities for West Hollywood cannabis businesses, with a discussion of a proposed
timeline and budget for future fiscal years. The FY28 proposed budget is balance, so any
proposed budget would require identifying a corresponding reduction elsewhere in the
budget.
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