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Attachment 1 to 
Exhibit A 

 
1. Scope of Services Attachment. This Attachment 1 to Exhibit A (“Attachment 1A”) 

supplements and incorporates by this reference the agreement between the City 
of Sacramento (“City”) and Economic & Planning Systems, Inc. (“EPS” or 
“Contractor”) (collectively referred to herein as the “parties”) for Cannabis Study 
(the “Contract”). This Attachment 1 describes the Scope of Services for the 
Contract. In the event of a conflict between the provisions of the Contract and this 
Attachment 1, the provisions of this Attachment 1 shall prevail. If this Attachment 
1 uses words or phrases that have been defined in the Contract, the definitions 
given in the Contract for those words or phrases shall apply herein, unless 
otherwise defined in this Attachment 1. 

 
2. Comprehensive Cannabis Study Scope. The Contractor will conduct a 

comprehensive study (the “Study”) of the cannabis business industry (the 
“industry”) in the city of Sacramento (the “city”). The goal of the Study is to inform 
public policy pertaining to land use, fiscal/economic, and other regulations. The 
Study revolves around the following four questions: 

a. What is the scale of the industry and its constituent elements in the city? 

b. How does the industry affect the city’s economy, real estate, and 
neighborhoods? 

c. Do city taxes paid by the industry cover its related City-service costs and 
generate revenue for the City? 

d. Based on the literature and case studies, what alternate directions should 
the city explore regarding municipal oversight of the industry? 

 
3. Study Phases. The following includes the various phases of the Study that 

Contractor shall perform: 

a. Phase I: Industry Fundamentals. Phase I will rely on industry 
questionnaire, case study analysis, literature reviews, industry 
interviews, and other information and data gathering as described 
below. This information will provide overall profiles of key industry 
issues. As this phase approaches completion, it is proposed that the 
overall project team meet and determine where more detailed business 
case analysis (detailed economics and policy analysis) for a limited 
subset of issues is recommended for Phase II. 
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i. Task 1: Project Initiations and Data Review. EPS will initiate the 

Study by conducting a full review of available file information, 
including past cannabis studies/analysis from the City and other 
municipalities, gross receipts, taxes and other 
economic/financial data, notes from meetings, past staff 
reports, stakeholder meetings and surveys, and other applicable 
data. EPS will discuss findings and dialogue with staff to gain 
clarity/perspective on past regulatory/policy successes and 
failures, as well as ideas for future policy. 

ii. Task 2: Industry Literature and Existing Case Study Review. On a 
parallel track with Task 1, EPS will review a range of policy 
resources for evaluation of best practices across the following 
category groups. 

1. Group 1: Land Use Regulation. EPS will explore 
comparable municipal land use regulations related to the 
location of thevarious cannabis industry sectors and 
adjacent uses. 

2. Group 2: Ownership Structure. EPS will explore the range 
of ownership structures in the industry from sole 
proprietors to large organizational models with the 
intent to understand current trends and operational 
specifics across the range. 

3. Group 3: Taxation. EPS will investigate trends regarding 
the primary sources of tax revenue generation from the 
cannabis industry. In particular, decreasing or increasing 
reliance on the use of any types of taxes, changes in the 
tax rates applied since legalization, and the introduction 
of exemptions will be explored, including both numeric 
trends and any identifiable goals driving changes. EPS will 
also identify other jurisdictions’ strategies for allocating 
additional tax revenues. 

iii. Task 3: Industry Outreach. EPS will develop a detailed 
questionnaire for distribution to cannabis businesses in the city. 
The City will distribute the questionnaire and collect the results. 
EPS will tabulate and analyze the data and apply it in the tasks 
provided below. 
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Subsequently, EPS will conduct interviews with three industry 
operators in each major industry group reflecting a sampling of 
smaller and larger operators. These interviews will be paired 
with known data, case study information, and various rules of 
thumb/known relationships to characterize the size and 
function of the industry in the city. The City will provide a list of 
potential industry contacts that represent a broad spectrum of 
industry subsectors, business sizes, ownership types, and 
locations. EPS will choose among the potential contacts as 
needed to ensure a diverse cross-section of respondents are 
represented. 

iv. Task 4: Industry Profile. EPS will seek to use a set of “industry 
function groupings” (“IFGs”) for reference in the Study. For 
example, the IFGs could be organized according to the following 
functions within the City’s cannabis business permitting 
processes: Cultivation, Delivery, Distribution (large scale), 
Storefront Dispensaries, Manufacturing, Testing Labs, and 
Microbusiness (vertical integration). 

Data permitting, for each of the below subtasks, EPS will tabulate 
data for each IFG by Council District. As this Study is inherently 
open-ended and multifaceted, the parties agree that it is not 
feasible to understand the entire universe of data available to the 
Study. EPS anticipates that Task 1 of the Study will be instrumental 
in informing the research team in terms of data availability and 
quality, and that potential amendments to the scope of services 
and budget may be necessary based on specific circumstances. 

 
1. Task 4.1: Direct Receipts and Estimated Sales Taxes. EPS 

will evaluate trendlines regarding gross receipts tax 
payments, implied total sales, implied sales tax, and other 
potential metrics. 

2. Task 4.2: Estimated Direct Cannabis Industry Jobs. EPS 
will overlay the results of the industry outreach effort 
with known industry rules of thumb regarding 
sales/square footage and employment density to 
estimate probable ranges of total jobs. In addition, case 
study and interview information will be used to estimate 
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the industry job hierarchy by income range. Because of 
the interconnected nature of real estate and 
employment, a detailed examination of job displacement 
is included with the Real Estate Market and Displacement 
Effects Task 5, below. 

3. Task 4.3: Evaluate Industry Location Criteria. For each of 
the IFGs noted above, EPS will develop a matrix 
describing physical implications: 

• Zoning restrictions and potential moratoriums 
• Types and levels of infrastructure needed 
• Physical plant requirements/building type 
• Typical traffic needs 
• Security 
• Other locational preferences 

 
Two elements will be specifically explored in this subtask: 

• Heat Mapping: Review permit data to understand 
total square footage; apply permitinformation to 
categorize into major groupings. Generate heat 
map indicating concentrations of groupings in the 
city by Council District. 

• Urban Form and Neighborhood Impacts: Assign 
functions of the industry to known real estate 
prototypes; evaluate whether regulations and the 
industry have an impact on urban form and 
neighborhood. Use case study research to 
understand how policy constraints affect these 
relationships. 

4. Task 4.4: Ownership Structure Case Studies and Best 
Practices. EPS will draw on available data to develop a matrix 
summarizing strengths and weaknesses of alternative 
approaches to regulating the ownership structure of 
storefront dispensaries. It will provide a comparison/contrast 
of potential policy options, drawing on baseline data 
associated with past reports and audits; industry expert 
interviews (Sacramento and other markets); literature 
review; and case studies of three to five other municipal 
approaches. In the case studies, EPS will look to determine 
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ownership structure and demographics by business type, 
employment demographics by business type, and what 
secondary business conflicts and dependencies affect the 
ability of the business owners in getting product to market. 

 
v. Task 5: Real Estate Market and Displacement Effects. Building on the 

findings of the Industry Outreach and Industry Profile tasks, EPS will 
undertake a comprehensive analysis characterizing how the various 
cannabis IFGs use real estate and how this occupancy affects local 
markets and neighborhoods. Specific tasks include: 
• Analyze surrounding neighborhood appreciation rates compared 

to City average(qualitative discussion of overriding/interfering 
factors) (up to 12 representative sites). 

• Assess neighborhood use mix over time (up to 12 representative 
sites) using City permit records (approved/constructed projects) 
and other sources. 

• Discuss any presence of “stigma” affecting current/future 
surrounding uses through literature review and lease rate 
studies for up to 12 representative sites. 

• Evaluate possible industry “crowding out” dynamics (ability to 
pay higher leases and asset prices). A particular area of focus will 
be the degree to which the industry contributes to the 
displacement of full-time, higher-wage jobs (often represented 
by unions) by part-time/non-benefitted or “gig economy” jobs. 
For the purposes of this Contract, “gig economy” means short- 
term or freelance work. 

 
The displacement research may require a variety of approaches 
dependent on any indicators of potential displacement 
identified during the course of the Study: 
• Inquire about previous building occupants during industry 

outreach interviews. 

• Analyze neighborhood occupancy and lease rate data before 
and after the emergence of cannabis-related activity to 
identify situations where displacement risk appears to exist. 

• For those neighborhoods where displacement risk appears to 
exist, identify at least one, and preferably more than one, 
active commercial real estate industry representative and one 
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community economic development representative (with City 
assistance) for interviews to identify any known instances of 
displacement for further review, as needed. 

• Interviews with neighborhood or community groups. These 
interviews will be analyzed and paired with known data, case 
study information, various rules of thumb/known 
relationships to assess industry effect on displacement and 
neighborhood reputation. 

 
Specific displacement trends/issues to be explored include: 
• Displacement of businesses or industries by cannabis 

businesses. If displacement is occurring, were these 
businesses/industries already on their way out? 

• Are non-cannabis businesses being priced out of commercial 
spaces? 

• How have vacancy rates compared/changed from before 
cannabis business permitting versus after? 

• Are cannabis businesses occupying real estate that 
other industries have abandoned as no longer 
suitable? 

• Does industry stigma preclude development prospects 
or negatively impact neighborhood reputation? 

• Socio-economically and holistically, are neighborhoods where 
cannabis businesses are located better off, the same, or worse 
off? 

• Is the current cannabis zoning appropriate, given the impacts 
from the industry permit types? 

• Are the “sensitive uses” for the industry permit types still 
relevant? 

 
vi. Task 6: Industry Multiplier Effects: Total Contribution to the 

Economy in the city. EPS will define the direct, indirect, and induced 
economic impacts of the industry on the city. Economic impacts 
comprise both direct effects and secondary (indirect and induced) 
effects. Direct effects represent those impacts that are attributable 
directly to an activity, such as jobs in a cultivation facility. Indirect 
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and induced effects represent the spin-off or multiplier effects of 
that activity. 

 
Sacramento County will be the geography used for economic 
multiplier modeling, which is derived from county-level industry- 
sector spending data, with estimates provided by EPS for the 
share of Sacramento County indirect and induced activity likely 
captured in the city, based on a range of factors. 

 
EPS will conduct the analysis using an Input/Output (I/O) modeling 
framework and economic multipliers, which will measure the direct, 
indirect, and induced impacts of the various cannabis-related 
activities in the city. The city has a District 6 traffic study, crime 
report stats from the Sacramento Police Department, 311 calls that 
may be helpful to establish a citywide “norm” metric (calls/daytime 
pop) and determine if areas analyzed are above or below. EPS will 
use I/O software developed by IMPLAN, which includes industry 
data collected from multiple federal and state sources, including the 
Bureau of Economic Analysis (BEA), the Bureau of Labor Statistics 
(BLS), and the U.S. Census Bureau. 

The direct, indirect, and induced impacts will be grouped by type 
of cannabis business. Direct impacts will be drawn from 
operator surveys/interviews. Indirect and induced impacts likely 
will be determined using comparable industry sectors, adjusted 
with findings from surveys/interviews. 

In addition to the I/O modeling to determine economic multiplier 
effects, the economic impact analysis will draw on the Industry 
Outreach and Industry Profile tasks and incorporate the following 
elements: 

• Cannabis employee origins: same district their 
employer is located, elsewhere in the city, outside 
of the city? What are implications? 

 
• Support industry-qualitative description—other 

implications (e.g., requirement for proximity, 
land use/zoning, labor force profile, etc.—gain 
from outreach phase). 
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• Qualitative distinctions among Council Districts. 
 

vii. Task 7: Fiscal Impacts and Related Policy. The starting point for the 
fiscal analysis will be a standard Fiscal Impact Analysis model that 
derives baseline cost and revenue parameters from the City’s 
General Fund budget. The model will be based on the current Fiscal 
Year City’s budget, presented in current dollars, and will reflect 
current service levels and tax regulations and statutes. Layered into 
the standard fiscal impact model will be cannabis industry-specific 
cost and revenue line items including: 

1. Industry-related revenues (gross receipts tax, 
property tax, sales and use tax[including B2B], 
motor vehicle in-lieu [MVIL], other). 

2. Indirect industry revenues (real estate 
appreciation, sales and use taxes from employee 
spending, etc.). 

3. Industry-specific service costs (beyond offsetting 
charges for services), including code enforcement 
calls, traffic, crime. 

viii. Task 8: Cannabis Opportunity Reinvestment and Equity Program. In 
2018, the City adopted the Cannabis Opportunity Reinvestment 
Equity (“CORE”) program (the “program”) which assists individuals 
from communities disproportionately impacted by past law 
enforcement policies (a.k.a., the “War on Drugs”) to enter the 
regulated cannabis industry by providing fee waivers, business 
education, and mentorship, among other benefits. The program set 
50% CORE ownership of cannabis businesses as its goal. Although 
there are now over 260 CORE participants, there are only 16 
permitted CORE participant-owned businesses. These are some key 
questions to be addressed in this section: 

• How does the program’s effectiveness 
compare with other jurisdictions’ equity 
programs? 

• What would make the program more effective? 

• What are possible sources of funding? 
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• What are potential strategies to explore 
to incorporate more equity in the City’s 
overall cannabis business regulations? 

ix. Tax Revenue Spending Priorities. To the extent the fiscal 
impact analysis identifies any potential public service 
funding deficiencies, or the preceding economic impact 
analysis identifies any shortfalls in the distribution of 
economic benefits, these will be explored as potential 
targets for spending the gross receipts tax. EPS will 
identify case studies of spending earmarks in other 
communities and assess applicability to Sacramento in 
light of the findings of the other elements of the Study. 
In addition, EPS will identify options for making the CORE 
program self-supporting which may be further explored 
in Phase II. 

 
b. Phase I Timeframe. EPS anticipates that interim findings 

from Phase I tasks will be available to discuss with City staff, 
at about 50 percent to 75 percent of Phase I completion, in 
approximately 3 months from the project start date, 
barring any unforeseen challenges in assembling industry 
input. A draft report detailing the findings of Phase I is 
anticipated 1 month after internal discussions of interim 
findings, with presentation materials ready within 2 to 3 
weeks after the draft report. 

 
4. Phase II: Potential In-Depth Policy-Related Focus Areas. After the 

completion of Interim Findings at approximately 50 percent to 75 
percent completion of Phase I, EPS will present to the City 
recommendations for areas for additional in-depth analysis that could 
be completed in a Phase II study. Upon mutual agreement on areas 
and approach for continued analysis, EPS will develop additional scope 
language and provide budget estimates for City consideration. Any 
Phase II work is not intended to be a part of this contract for Phase I 
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and will require an amendment to the Contract or a new contract. 
 


