
GENERAL GOVERNMENT AND STATEWIDE ISSUES 

CANNABIS 

CANNABIS TAX REFORM 

California's current cannabis tax framework is overly complex and burdensome for 

licensees and consumers. Current tax policies disproportionately burden cannabis 

farmers, create additional administrative costs and instability throughout the supply 

chain, and lack sufficient transparency for the state, businesses, and consumers. Taken 

together, these outcomes undermine the societal benefits of a taxed and regulated 

market. 

The May Revision proposes statutory changes to reform cannabis taxes. These policy 

changes aim to greatly simplify the tax structure, remove unnecessary administrative 

burdens and costs, temporarily reduce the tax rate to support shifting consumers to the 

legal market, and stabilize the cannabis market with policies that are more transparent 

and can better adjust to market changes. Major changes include: 

• Setting the cultivation tax rate at zero beginning July 1, 2022.

• Shifting the point of collection and remittance for excise tax from distribution to retail

on January 1, 2023, maintaining a 15 percent excise tax rate.

• Setting Allocation 3 funding for youth education/intervention/treatment,

environmental restoration, and state and local law enforcement programs at a

baseline of $670 million annually for three years. Up to $150 million one-time General

Fund is available as needed through 2025-26 to backfill Allocation 3 funding, along

with the authority to increase the excise tax rate through 2024-25 if tax revenues fall

below the baseline for Allocation 3.

• Strengthening tax enforcement policies to increase tax compliance and collection

and reduce unfair competition.

UPDATED ALLOCATION OF THE CANNABIS TAX FUND 

Proposition 64 specifies the allocation of cannabis tax revenue in the Cannabis Tax 

Fund, which are continuously appropriated. Pursuant to Proposition 64, expenditures are 

prioritized for regulatory and administrative workload necessary to implement, 

administer, and enforce the Cannabis Act, followed by research and activities related 

to the legalization of cannabis and the past effects of its criminalization. Once these 
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