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To:  League of Oregon Cities Members 

From:   Wendy Johnson, Intergovernmental Relations Associate 

Date:  November 4, 2016 

RE:  Marijuana Tax Collection Agreement FAQ 
 
______________________________________________________________________________ 

A copy of a model Marijuana Tax Collection Agreement provided by the Oregon Department of 
Revenue (DOR) is available on the League’s website under “Marijuana Resources” in the A-Z 
Index.  This is an optional intergovernmental agreement (IGA) that cities may choose to enter 
into with the DOR if the city elects to have the DOR collect and enforce their local marijuana 
tax.  The option of state administration of the local tax was sought by the League during the 2016 
session for efficiency, and to address concerns related to public safety and banking.  This 
Frequently Asked Questions (FAQ) memo is intended to further explain and highlight the 
following six key components of the IGA.   

1.  Timing of Payments from the State (paragraph 4) 

Under the agreement, local governments will receive payment of local marijuana taxes 
from the DOR each quarter; however, the quarterly payment will not be for the quarter that just 
finished, but the quarter before that.  The delayed payment will occur due to the time retailers 
have to pay the taxes and file their returns, and the time DOR needs to process the payments and 
returns.  Specifically, retailers must file a return each quarter and make payments each month.  
The terms of the IGA provide that DOR will make payment within 60 days AFTER the quarterly 
return due date. 

Example:  The first quarter for 2017 runs from January 1 to March 31.  The tax 
return for that first quarter is due to the DOR on May 1 (30 days after the quarter).  
The tax payments to the DOR are due February 28, March 31, and May 1 for the 
tax collected for the corresponding previous month.  The DOR will send tax 
payments to the local government within 60 days after the return due date of May 
1, and thus payment to local government is due by June 30.  This is three months 
after the end of the first quarter, March 31. 

http://www.orcities.org/MemberServices/AZIndex/tabid/810/itemid/4557/language/en-US/Default.aspx
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 The DOR is in discussions with the Oregon Department of Administrative Services 
(DAS), but Paragraph 4 (last sentence) would permit the DOR to have DAS send the actual 
quarterly local marijuana tax payments to local governments.  This payment may or not be made 
along with the state shared revenue payments of the state marijuana tax.   The DAS already has 
the infrastructure to do the payments and mailings, etc. since they handle several other state 
shared revenue payments (for example, liquor and cigarette).  The state is working out details, 
but don’t be surprised that you may be working with DAS and not the DOR on the actual local 
marijuana tax payments.   

2. Cost to Local Governments for DOR to Collect and Enforce (paragraphs 5 and 6) 

 The legalization of recreational marijuana and the taxation of the product is still very new 
to the state and costs for tax administration have not been adequately calculated since the 
program is still evolving.  Thus, for ease of administration, the IGA simply provides for 4 
percent of local tax revenues to be withheld each month by the DOR to approximate the state’s 
costs.  Then, once a year, the DOR will figure out their actual costs and use the three fees 
described in paragraph 5(a) to (c) to calculate each local government’s share of the costs.  The 
DOR recognizes local governments would like more specificity on what the costs will be before 
signing an agreement, but details simply are not available yet.  The draft IGA has been improved 
a great deal over recent months.  Specifically, paragraph 5(g) was recently added to make it clear 
that the DOR will only recover costs to administer the local marijuana tax.  In addition, more 
details and limits on the administrative service fee and the business fee were added to the IGA.  
Cities may consider adjusting their ordinances to help offset the DOR fees.  For example, license 
fees for retailers could be adjusted.  See the League’s Model Ordinances, Appendix E, available 
under “Marijuana Resources” in the League’s online A-Z index.   

3. Interest and penalties for late payment (paragraphs 1(d) and 2) 

The DOR will collect interest and penalties for local governments on local marijuana 
taxes, following the same method and using the same rates as they do for the state marijuana tax.  
Beginning in 2017, the interest rate will be 5 percent  (annual) or 0.4167 percent (monthly).  In 
addition, there are 5,  20,  and 100 percent penalties that escalate over time for failing to file or 
failing to pay.  Local governments may need to revise their local ordinances, notices, etc. if the 
interest and penalties conflict with the state provisions.  The IGA specifically provides that the 
DOR will not collect additional penalties or fees that a city may assess.  (See paragraph 1(d)).  
See also page 2 of the Oregon Quarterly Marijuana Tax Return that discusses late filing and 
penalties, available here:   https://www.oregon.gov/DOR/forms/FormsPubs/marijuana-tax-
return_610-001_2016.pdf 

4. Start Date of Agreement (paragraph 16) 

Approximately 100 cities have local marijuana taxes on the November 8 ballot.  Election 
results will not generally be certified until December 8, and both the DOR and taxpayers need 
some lead time to start this new tax collection.  With this in mind, the IGA provides that for 
those local governments that sign the agreement by the deadline, collection and enforcement by 
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the DOR would begin January 1, 2017.  Local governments need to sign and submit the 
agreement by January 15, 2017 for the DOR to collect for the first quarter of 2017.  (See 
paragraph 16, last sentence).   Signing in November or December 2016 is encouraged in order to 
assist the DOR in preparation.  The DOR is permitting signing the agreement after the first 
quarter starts (until January 15) because payment for January taxes is not due until February 28.  
Cities that sign after the January 15 deadline would have start dates of the next applicable 
quarter.  Cities may need to amend their ordinance if the ordinance included information about 
where, how, and when the tax must be remitted that conflicts with the IGA.   

5. Confidentiality (paragraph 15) 

 Marijuana tax information is largely confidential.   ORS 314.835 provides that 
“particulars” in reports and returns of local taxes collected pursuant to ORS 305.620 (the 
provision permitting the DOR collection through an intergovernmental agreement) are 
confidential.  “Particulars” are defined in statute.  The IGA references this statute and provides 
limited employee access and use in paragraph 15.  The League’s model ordinance also contains a 
confidentiality provision.  See the League’s Model Ordinances, Appendix E, available under 
“Marijuana Resources” in the League’s online A-Z index.  Cities will need to follow the 
confidentiality protocols carefully.  Note also that the DOR has alerted the League that published 
financials and proposed budgets may need to have local marijuana tax revenues combined with 
other revenues if a city has such few retailers such that individual retailer information would be 
inadvertently disclosed.  Questions should be directed to the DOR.   

6. City’s Responsibilities (paragraphs 10-12) 
 
Cities that enter into the model IGA would have the following key responsibilities: 
 

1. Shall provide the DOR with a list of the local taxpayers (licensed marijuana 
retailers) in their jurisdiction within 60 days of signing the agreement, and then 
update the list each quarter.  (Note: the DOR will receive taxpayer information 
from OLCC on marijuana retailers too, but the list from the cities will help with 
boundary issues and provide a double-check.)  

2. Shall provide the DOR with a list of zip codes in their taxing jurisdiction within 
60 days of signing the agreement.  (This will particularly help with boundary 
issues, e.g. incorporated or unincorporated locations, and provide a double-check 
as well.) 

3. Shall review reports and reconciliations each quarter and promptly notify the 
DOR of any perceived errors or omissions. 

4. Shall maintain its records under Oregon public records laws and provide records 
upon request. (This would include business registration records primarily.) 

5. Shall provide a copy of the ordinance that imposes the local marijuana tax to the 
DOR along with the signed agreement.  Cities also must provide the DOR with 
updates on ordinance changes.     
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This document is not a substitute for legal advice.  City councils considering using the Oregon 
Department of Revenue to collect local marijuana taxes should not rely solely on this memo or 
League sample ordinances.  Any city council considering any form of regulation or taxing of 
marijuana should consult with its city attorney regarding the advantages, disadvantages, risks and 
limitations of any given approach.   

Legal counsel can also assist a city in preparing an ordinance that is consistent with state law, 
local procedures, existing ordinances and a city’s charter, and advise on what process is needed 
to adopt the ordinance.   

The memo is intended to be a starting point, not an ending point, for any jurisdiction considering 
entering into an agreement with the Oregon Department of Revenue.  

 

 

 


