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From: Fesia A. Davenp
Chief Executive Offic

REPORT BACK ON IMPLEMENTING AN EQUITABLE COMMERCIAL CANNABIS
REGULATORY FRAMEWORK (ITEM NO 6, AGENDA OF FEBRUARY 15, 2022)

On February 15, 2022, the Board of Supervisors (Board) adopted a motion directing the Chief
Executive Officer (CEO), in consultation with the Department of Consumer and Business
Affairs (DCBA) to report back in 30 days on necessary bridge funding to support the
immediate staffing and fiscal needs for implementing an equitable commercial cannabis
regulatory framework (framework) within the County.

The County currently prohibits commercial cannabis activities, including sale, manufacturing,
testing, and cultivation. There are over 150 unlicensed cannabis “pop-ups” operating within
the unincorporated County areas without testing, oversight, or other regulations. As a result,
the Board approved the implementation of the framework, as outlined in DCBA's
December 20, 2021 report,! proposing an equitable cannabis program, among other things,
to ensure compliance with health and safety standards set by the State and industry.

Presently, DCBA has 2.0 budgeted positions dedicated to the Office of Cannabis
Management (OCM) and has identified the immediate need of $2.0 million for an additional
6.0 positions and services and supplies to develop the framework. The additional staff will
help lead the programmatic, administrative, and regulatory development of the framework
and its implementation as specified below.

The leadership positions will provide overall strategic planning, program design and
development, and oversee the implementation of a new licensing process and the equity
program. These efforts will require significant engagement and coordination with State and
local municipal partners, multiple County departments, and community stakeholders to create
a new system infrastructure. They will also lead the identification and coordination of equity
programming resources, including job training, legal assistance, access to capital (potential

' http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf
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new loan/grant program), and incubation programs, while tracking and monitoring policy,
programmatic, and financial impact.

The remaining positions will provide administrative and technical support that includes
community outreach and stakeholder engagement and building out of critical information
technology (IT) and data collection infrastructure needed to support the program. Front end
building of data and IT infrastructure will be necessary to ensure appropriate technical
capacity building. Licensing will require a new online application portal that includes
capabilities to ensure minimum qualifications are met, accept and process applications,
collect fees, process referrals to the concierge, and communicate with applicants. A new
website will be built to host equity programming resources that are offered to applicants,
including online learning modules and referrals to other programs. Additionally, this
public-facing website will allow OCM to share public communications, data, and information
regarding commercial cannabis. It will show a list of licensed businesses, compliance
tracking, policy impacts, and other appropriate public information.

Funding is also needed for a tax consultant to outline the sales tax requirements and
implications, as well as conduct a financial analysis from the implementation of the proposed
framework and develop a voter tax measure for the November 2022 ballot. In addition,
support from the Department of Regional Planning is required for their expertise with zoning
map updates and potential land use regulation zoning enforcement operations.

As indicated above, the initial framework development and start-up cost is estimated at
$2.0 million. The CEO is currently reviewing the levels and corresponding responsibilities
associated with the 6.0 positions identified by DCBA. Upon completion of this review and the
development of a phased-in staffing plan, the CEO will return with a recommendation to
provide one-time funding for positions and services and supplies in the second Fiscal Year
(FY) 2021-22 mid-year budget adjustment. In addition, CEO will provide hiring authority
necessary to allow DCBA to expedite the hiring process. As further directed by the motion,
CEO will include funding recommendations as part of the FY 2022-23 Supplemental Changes
Budget phase. Approval of the voter tax measure for commercial cannabis production and
sales is essential to provide adequate funding for enforcement activities whose costs are not
recoverable through permitting and licensing fees. DCBA will include the hiring status and
progress of the tax consultant in their quarterly reports to your Board.

Should you have any questions concerning this matter, please contact me or Sheila Williams

at (213) 974-1155 or swilliams@ceo.lacounty.gov.

FAD:JMN:MM
SW:AB:BM:ae

c: Executive Office, Board of Supervisors
County Counsel
Consumer and Business Affairs
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Hoel Avela IMPLEMENTING AN  EQUITABLE COMMERCIAL  CANNABIS

REGULATORY FRAMEWORK (ITEM NO. 6 AGENDA OF FEBRUARY 15,
2022)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant departments, to proceed with the implementation of
an equitable commercial cannabis regulatory framework as provided in the
Updated Framework and Recommendations for Regulating Commercial
Cannabis in Unincorporated Los Angeles County report in December 2021."
Per this motion, this report provides the first quarterly update on the framework
development and implementation, and consolidates other cannabis reports
regarding Cannabis Legalization (Items No. 3 and 9, Agenda of February 7,
2017) and the Implementation of the Unlicensed Cannabis Business Closure
Plan (Item No. 20, Agenda of May 21, 2019)? to provide a comprehensive
update on various cannabis related efforts by relevant County departments.

Equity

To create a cannabis program rooted in equity, OCM is committed to designing
both an efficient permitting process and an “equity program” that promotes
opportunities for residents who were disproportionately impacted by the War
on Drugs, or “equity applicants.” While the number of initial cannabis business
permits are limited, the County can create opportunities that reach beyond this

! http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf
2 http://file.lacounty.gov/SDSInter/bos/supdocs/111534.pdf
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number by providing a range of services and resources that help support equity
ownership, workforce development, and training. Such resources should be made
available before the launch of the application process to ensure that equity applicants are
well positioned to pursue permit opportunities.

Accordingly, OCM is working closely with partners on the following activities to promote
equity:

e Equity Assessment: OCM applied for and received a $75,000 state grant to
produce an Equity Assessment, which includes an analysis of local data to
establish program eligibility, identify gaps and opportunities, and make appropriate
policy recommendations. Building on the work of the Anti-Racism, Diversity and
Inclusion (ARDI) Initiative and the Internal Service Department, the assessment
will leverage the Equity Explorer Mapping Tool. Work is underway to add layers to
the tool based on relevant data sets that help assess the impact of cannabis
criminalization on highly impacted populations or geographic communities. With
the addition of these data layers, OCM will be better able to visualize and identify
existing inequities across the County to inform the planning and pursuit of
resources and ultimately drive investments. Furthermore, OCM will connect with
equity partners and researchers to draw cannabis-industry specific data and
recommendations. OCM will bring onboard research consultants later this month
for co-authorship and anticipates the Equity Assessment to be completed this
summer.

e Exploration of Incubation and Acceleration Opportunities: In addition to lack
of access to capital, some of the biggest barriers for small business owners are a
lack of available commercial space (including manufacturing, distribution, and
retail), access to the supply chain, hands-on mentoring, and learning opportunities.
Equity applicants are also the targets of predatory operators who take advantage
of their status to obtain priority permits. Accordingly, there is an increasing demand
for collaborative accelerator programs and shared spaces in which equity
applicants can safely develop and launch their businesses. Such models exist
outside of the cannabis industry, and OCM continues to explore how they may be
expanded to serve our equity applicants and small businesses in need.

Permit Process and Development

OCM convened regular workgroup meetings with permitting departments to begin the
design and development of the County’s cannabis permit approval process. Due to the
County’s unique position in providing municipal services to various contract cities, the
Departments of Public Health (Public Health), Public Works (PW), Fire, and Agricultural
Commissioner / Weights & Measures already have established procedures and approval
processes for reviewing cannabis business plans, inspecting commercial facilities, and
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issuing their respective permits. Leveraging these existing infrastructures, OCM has
started to map out a preliminary approval process. Subsequent phases will focus on
simplifying and optimizing the requirements by identifying overlaps with State
requirements, establishing internal communications standards, refining interdepartmental
workflow, and identifying strategies to reduce processing delays.

Below, we describe some broad challenges and opportunities identified during this
process:

State Alignment: The dual licensing structure for commercial cannabis which
requires both a local and state approval can cause administrative delays and
redundancy. Accordingly, OCM is working with the State’s Department of
Cannabis Control (DCC) in these early phases of development to identify
streamlining opportunities, reduce barriers, and improve interagency processes
overall. We will continue to explore opportunities to facilitate application
processing, data sharing, and other technological and processing solutions.

Cannabis Business Approval Process: Developing an efficient cannabis
business approval process is one of the more complex aspects of the program
implementation due to the number of requirements a business must meet as well
as the number of departments potentially involved. OCM will review cannabis
applications and coordinate a business approval program with the Department of
Regional Planning (DRP), Public Health, PW, and Fire for their respective permits
to operate a cannabis business. Typically, the Treasurer and Tax Collector
functions as the coordinating department for most business operations regulated
by the County through the Business License Program. Additionally, the Business
License Commission may grant, deny, modify, suspend, or revoke certain
business licenses. However, given the highly regulated and specialized nature of
cannabis, OCM continues to work with County partners to compare approval
models that will balance responsible cannabis business operations with a
reduction of administrative burdens. While new systems and processes will be
necessary, OCM will continue to identify existing County infrastructures that may
be leveraged to reduce costs and redundancy.

Land Use Approval: OCM has been working with DRP to explore entitlement
options, including a ministerial land use approval process that incorporates
compliance with development standards that protect the environment and the
community while reducing burdensome administrative processes. When
appropriate, these cannabis business development standards will be shared with
stakeholders for feedback.

California Environmental Quality Act (CEQA): The need for and timing of CEQA
compliance will depend on whether the County implements a ministerial land use
approval process for cannabis permits or elects to make its cannabis permit
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process subject to discretionary approvals. CEQA applies when the government
engages in discretionary decision-making on projects subject to CEQA that have
the potential for significant environmental impacts. CEQA does not apply when
government decisions are ministerial (without discretion). Nevertheless, the
decision itself to implement a ministerial process over a discretionary process is
subject to CEQA. To implement a ministerial process, the County will have to
comply with CEQA on the front end, when it amends the County Code to
incorporate the ministerial process, but each issuance of a permit would be exempt
from CEQA as a ministerial project. Conversely, if the County elects to implement
a discretionary permit approval process, it could possibly defer a more detailed
CEQA analysis until the permit issuance stage and could conduct a more limited
CEQA review prior to adopting ordinance amendments incorporating the
discretionary approval process. OCM will continue to explore these options and
work with partner agencies to find the most balanced and efficient solution forward.

Tax Study

In April, OCM finalized an agreement with a cannabis tax consultant to conduct an
economic impact analysis of the legal cannabis market in the unincorporated areas of
Los Angeles County to provide a report and draft ordinances by the end of May. The
report will analyze benchmarks for tax rates that reflect emerging norms around the State,
provide a schedule of revenue projections based on different tax rates, and identify
potential fiscal impacts. Within the next couple of months, OCM will work with the Chief
Executive Office (CEO), County Counsel, and other appropriate partners to return to the
Board with findings and recommendations for a potential commercial cannabis tax
ordinance and a ballot resolution. The deadline to adopt a ballot measure for the
November 2022 general election without a special meeting is August 9, 2022.

Public Education & Outreach

OCM will continue to work with Public Health and other partners to expand public
education efforts and outreach to County of Los Angeles residents and visitors.

e Emblem Program: In 2020, the Emblem Program for Authorized Retail Cannabis
Stores was implemented. This program included a universal emblem and public
outreach campaign in conjunction with Public Health’s Cannabis Compliance and
Enforcement Program inspections. Public Health currently conducts environmental
health and sanitation inspections of commercial cannabis facilities in the following
contracted cities: Baldwin Park, Culver City, EI Monte, Lancaster, and Malibu.

On April 19, 2022, your Board approved Public Health to execute an agreement
with the City of Los Angeles for Public Health inspection services of licensed
commercial cannabis facilities located within the City of Los Angeles. When the
contract with the City is finalized, Public Health will provide annual inspections to
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more than 900 licensed commercial cannabis facilities located within the City of
Los Angeles.® Of these 900 commercial cannabis facilities, about 400 retail
businesses will be required to post the emblem and provide education to
customers. OCM will work closely with partners to expand public campaigns and
education around this expansion.

e The Works App: OCM is working with PW to add an option for the public to report
unlicensed cannabis businesses in the unincorporated areas via “The Works”
App.* This app is already in use by the public to report community needed repairs
such as potholes, illegal dumping, and graffiti. The expansion of the app will help
bring added awareness to community services throughout the County and
facilitate the reporting of unlicensed cannabis businesses in their communities
including exact GPS coordinates and other useful information.

OCM will continue to engage with the Los Angeles County community members,
non-profit community-based programs, and local governmental entities in response to
cannabis related public inquiries. Any inquiries may be forwarded to
cannabis@lacounty.gov.

Enhanced Direct Enforcement

While recognizing the “whack-a-mole” problem and demand influences that allow
unpermitted cannabis businesses to proliferate, we are still providing enforcement against
unpermitted cannabis businesses in the unincorporated communities most negatively
impacted. The Cannabis Consumer Health and Safety Taskforce (CCHST) is exploring
enhanced strategies to close high-priority locations.

e East LA/Florence Firestone/Walnut Park Pilot: Under a recent pilot program,
the CCHST, led by Los Angeles County Sheriff (LASD), executed search warrants
of dozens of unpermitted cannabis businesses in unincorporated communities of
East Los Angeles, Florence-Firestone, and Walnut Park areas at a rate of two to
four warrants per week. Since October 2021, LASD Narcotics Bureau has
executed over 122 search warrants, made over 277 arrests, and seized
approximately 4,000 pounds of cannabis. These include 3,300 pounds of edibles,
29 pounds of mushrooms, and 1,000 pounds of fentanyl, as well as dozens of
firearms.® Many of these targeted locations remain closed after this pilot program,
and OCM will continue to monitor the long-term impact to assess potential
expansion of the enforcement strategy.

3 http://file.lacounty.gov/SDSInter/bos/supdocs/167972.pdf
4 https://dpw.lacounty.gov/theworks/
5 https://lasd.org/multilocation-search-warrant-in-operation-4-20/
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e Commercial Cannabis Nuisance Abatement Ordinance: A workgroup
comprised of DRP, OCM, LASD, and County Counsel is working to implement the
Commercial Cannabis Nuisance Abatement Ordinance, which includes drafting
notices, enforcement protocols, abatement warrant packages, and recordation
documents.® The workgroup is also evaluating candidates for enforcement
officers, administrative personnel, including hearing officers and contractors to
carry out the physical abatement for the cannabis businesses and cultivation
sites.

e 3DI Case Management and Data Sharing: In 2022, DCBA implemented the 3DI
platform that provides case management and multi-departmental data exchange
capabilities. The system can track, monitor, and share reporting and enforcement
data such as unpermitted business closures with County Counsel and other
appropriate departments. As OCM continues to expand enforcement efforts, we
look forward to enhancing the platform’s capabilities to provide public-facing data
of tracked business closures.

OCM recognizes that direct enforcement alone will not permanently eliminate unpermitted
cannabis businesses in Los Angeles County. OCM will work on broadening outreach
paths to reinforce community awareness of responsible cannabis usage to shift consumer
demand and expand access to a responsible and regulated market.

Legislative Advocacy

OCM is working with CEO Legislative Affairs and Intergovernmental Relations Branch
(CEO-LAIR) and County Counsel on County-sponsored AB 2421 (Rubio), which would
amend the State code to provide authority to county counsels and city attorneys to civilly
prosecute and enjoin unauthorized water usage and pollution related to unlicensed
cannabis grows. This legislation would provide the County another tool to combat the
harmful impacts of illegal cannabis grows.

In addition, OCM is working closely with CEO-LAIR and County Counsel to track and
monitor legislation related to cannabis, including State and Federal legislation that
supports the establishment of a safer cannabis market.

Funding and Staffing

OCM, in collaboration with the CEO, has submitted its 30-day immediate needs report.
The first phase of the staffing plan has been approved, and OCM anticipates the initial
hiring process to begin this month.” OCM will continue to work with the CEO to ensure

6 http://file.lacounty.gov/SDSInter/bos/supdocs/165815.pdf
7 http://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf
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that the department is adequately staffed to provide appropriate administrative and
technical support for applicants before the program launch.

Broader funding and staffing needs for participating County departments are also
necessary before launch in 2023. OCM will continue to report back on system-wide fiscal
impact and work with the CEO and other departments to identify needs and appropriate
funding.

Public Engagement

OCM has been working on inter-departmental planning and development and holding
conversations with stakeholders to build a strong foundation for the Los Angeles County
cannabis program. These include conversations with Social Equity workgroups, owners
and advocates, small business operators, local public health advocates, non-profits, and
service providers. We anticipate engaging in broader stakeholder engagement and public
feedback sessions within the next six months as our program becomes more defined and
will continue to update the Board on these efforts.

Earlier this year, OCM conducted a virtual information session in English and Spanish for
the public. A recording of these events and an updated FAQ is available on our website:
cannabis.lacounty.gov.

Should you have any questions concerning this matter, please contact me or Hyunhye
Seo, Chief of Office of Cannabis Management, at (213) 550-3971 or
hseo@dcba.lacounty.gov.

RC:JA:HS
FGN:SB:EV:ph
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Hoel Avela IMPLEMENTING AN  EQUITABLE COMMERCIAL  CANNABIS

REGULATORY FRAMEWORK (ITEM NO. 6 AGENDA OF FEBRUARY 15,
2022)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant departments, to proceed with the development of a
commercial cannabis regulatory framework and an equity program, as
provided in the Updated Framework and Recommendations for Regulating
Commercial Cannabis in Unincorporated Los Angeles County report in
December 2021.

Per this motion, this report provides the second quarterly update on the
following:

¢ Development of an Equitable Cannabis Program; and
¢ Regulatory Framework
* Permitting Process
Cannabis Tax Measure
Enforcement
Legislative Advocacy
Public Education and Outreach

Equitable Cannabis Program

Analyses of best practices and lessons learned have consistently shown that
an expansive range of technical, legal, and financial assistance programs are
necessary to help social equity applicants succeed in this highly regulated and
variable industry. Accordingly, our recommendations for a robust Equity

dcba.lacounty.gov 320 W. Temple St., Room G-10, Los Angeles CA, 90012-2706
info@dcba.lacounty.gov (213) 974-1452 * (800) 593-8222 * Fax: (213)217-4823
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Program include education, job training, technical assistance, and access to capital for
qualified candidates. As appropriate, components of the Equity Program may be made
available to all residents of Los Angeles County and serve those who can benefit from
workforce and economic development resources.

Predatory business practices are a common concern in promoting equity ownership,
wherein investors will take advantage of a qualified applicant’s priority status to obtain a
permit and offer unfavorable or exploitative terms. To address this concern, OCM is
dedicated to making the application process transparent and accessible, offering
technical resources and business training for eligible applicants, and exploring
partnerships with local bar associations and legal services providers; trade groups and
organizations; and business development organizations to expand the resources that
may be made available.

Equity Assessment

OCM is currently working on finalizing an Equity Assessment, which will inform the Equity
Program’s criteria and eligibility. The Assessment will leverage the wide range of county-
specific equity data readily available through the County’s Anti-Racism, Diversity, and
Inclusion Initiative’s Equity Explorer Mapping Tool and COVID-19 Vulnerability and
Recovery Index. Research consultants will also gather focus group feedback and public
input to further contextualize this data. This exercise will help identify high priority needs
and gaps specific to Los Angeles County, such as available commercial space,
incubation, mentorship opportunities and much more. Once this analysis is completed in
September 2022, OCM will return to the Board with recommended program framework
and needs.

Regulatory Framework
Permitting Process and Development

Ensuring an efficient cannabis business permit process is one of the more complex
aspects of implementation due to the number of requirements a business must meet, as
well as the number of departments. The process can be just as daunting for applicants
trying to navigate the process. To minimize undue administrative burdens and maximize
operational efficiency, OCM will administer the issuance of cannabis business permits,
manage the County's equity program, and coordinate administration and operational
compliance with all appropriate departments. OCM will also serve as the initial touchpoint
for those seeking to apply for cannabis business permits and take on a variety of roles
during and after the application process.

As part of the equity program, OCM will help prospective cannabis business permit
applicants prepare for the application process. Additionally, OCM will verify eligibility of
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equity applicants and equity building applicants, notify applicants who move forward in
the process or provide technical assistance as appropriate, and coordinate
communication among agencies, including other permitting departments. OCM may issue
a cannabis business permit when all requirements are met. Finally, once the business
starts operating, OCM will work with other County departments to confirm that the
business remains in compliance.

Permitting Departments

As discussed in the previous report back', the Department of Public Health (DPH), Public
Works (PW), Fire, and Agricultural Commissioner/Weights & Measures have established
procedures and approval processes for reviewing, inspecting commercial facilities, and
issuing permits on behalf of various contract cities already regulating commercial
cannabis. OCM continues to work closely with permitting departments to develop the
County’s cannabis business approval process and a map that delineates an applicant’s
journey through various phases of this process. This map will also identify key milestones
that are meant to trigger engagement between OCM and other County permitting
departments to ensure applications effectively progress forward. In addition, OCM is in
the process of evaluating software business solutions that can support the permitting
process and proactively monitor an applicant’s status with other County departments to
flag any potential delays as early as possible.

Various factors greatly impact the time and scope of OCM'’s review. These factors include
the size and complexity of the cannabis business seeking a business permit, experience
of the contractors and builders, and the approval timeline with the California Department
of Cannabis Control (DCC) or other external agencies. OCM will continue working with
County departments to develop cost and time estimates, based on common project
features, and develop outreach and educational materials that will provide applicants
transparency and guidance through the approval process.

Land Use

OCM and the Department of Regional Planning (DRP) continue to collaborate and assess
land use entitlement options to support an equity inclusive framework. In our previous
update, OCM reported that it was exploring a ministerial land use approval process for
cannabis businesses.

A ministerial or "by-right" land use is the best option for small independent businesses
with limited resources because it minimizes the amount of time and money spent for the
review of certain commercial developments. However, establishing cannabis businesses

" Implementing an Equitable Commercial Cannabis Regulatory Framework Microsoft Word - Document1

(lacounty.gov)
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and activities as a by-right land use removes DRP’s ability to place conditions on the
development and operations of the land use outside of the pre-established regulations.
This limitation may be offset by incorporating robust development and operational
standards in the drafting of a cannabis zoning ordinance to promote responsible business
practices and contribute to the surrounding community.

Extensive resources and research will be required to develop a cannabis zoning
ordinance that addresses these issues, along with the need to conduct appropriate
outreach to impacted communities. As such, DRP has noted that at its current capacity,
it might require more than a year to complete this process. As a result, OCM is evaluating
the option of onboarding a consultant with extensive experience in land use entitlements
for cannabis businesses to develop a zoning ordinance that incorporates strong
development and operational standards that protect the environment and the
communities where cannabis businesses are located.

California Environmental Quality Act (CEQA)

In order to expedite the cannabis permit application process and remove administrative
burdens, the County will conduct a program-level CEQA review to evaluate the potential
environmental impacts and benefits of drafting a cannabis zoning ordinance.

Such review can evaluate the effects of a Countywide ordinance that may include
subsequent site-specific projects over a long timeframe and across a large geographic
area. This review can also identify development standards and operational requirements
that will be required of all cannabis operations to mitigate potential environmental effects
of the ordinance. Additionally, subsequent site-specific projects undertaken, pursuant to
the ordinance, may be able to “tier” off the program level analysis to streamline health
and environmental review of the site-specific project. Tiered analysis eliminates the need
for redundant and costly technical studies of potential impacts that have already been
addressed in the program-level review.

CEQA Request for Information (RFI)

On August 10, 2022, OCM released a Request for Information (RFI) to gauge interest
from qualified consultants who can conduct a comprehensive environmental assessment,
in accordance with the procedural and substantive requirements of CEQA. Additionally,
the RFI will evaluate a firm’s capacity to concurrently develop a draft cannabis zoning
ordinance that standardizes and incorporates mitigation measures to reduce or eliminate
significant adverse impacts. The RFI will enable OCM to gather information on the full
array of available options, including their respective time and resource requirements.
Once the RFI submissions have been received, OCM will evaluate the responses,
conduct a cost-benefit analysis of available options, and report back to your Board with a
recommendation.
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Cannabis Tax Measure

On August 9, 2022, the Board approved a resolution proposing that the Cannabis
Business Tax Ordinance be submitted to the electorate consisting of the entire County.
This resolution also called for a special election to be consolidated as a ballot measure
on the November 8, 2022 General Election ballot to impose a general business tax on
cannabis businesses located within the Unincorporated areas of the County. A simple
majority of County voters voting in the November election must approve the measure in
order to impose the below tax rates starting July 1, 2023:

Retail | 4% of gross receipts
Manufacturing | 3% of gross receipts
Distribution | 3% of gross receipts
Testing | 1% of gross receipts
Cultivation | $7/sf of canopy (indoor artificial light)
$4/sf of canopy (mixed light)
$2/sf of canopy space (nursery)
Any other type of | 4% of gross receipts
Cannabis Business

Per the measure, after July 1, 2026, the Board may decrease or increase the tax rates
equal to or below the following maximum rates:

Retail | 6% of gross receipts
Manufacturing | 4% of gross receipts
Distribution | 3% of gross receipts
Testing | 2% of gross receipts
Cultivation? | $10/sf of canopy (indoor artificial light)
$7/sf of canopy (mixed light)
$4/sf of canopy (outdoor)?
$2/sf of canopy space (nursery)
Any other type of | 4% of gross receipts
Cannabis Business

These recommended rates were based on an extensive analysis by OCM, including a
report submitted by consultants on the Fiscal Revenue Analysis of the Commercial
Cannabis Industry (Attachment A) that analyzed the potential fiscal impacts of the
commercial cannabis industry in Los Angeles County. OCM analyzed tax structures and

2 Tax rates on cultivation will be annually indexed to inflation starting in 2026.

3 LA County will not be permitting outdoor cultivation during its initial launch of cannabis business permits
per its December 2021 report. However, should your Board move to permit outdoor cultivation at a later
time, the appropriate rates will apply.
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rates from jurisdictions around the country, market patterns and consumer behavior, the
impact of high tax rates on the proliferation of the illicit market, the economic impact of
the legal cannabis industry in Los Angeles County, public health considerations, and
programmatic budgetary needs. These recommended rates were based on the need to
set rates that are competitive with other jurisdictions and the unregulated cannabis
market. In addition, the rates aim to promote the viability of the legal cannabis market
while generating revenue to support County services.

Because the Cannabis Business Tax is a general tax, the revenues must be deposited
into the County’s general fund and can be used for general governmental purposes. The
Board is largely unrestricted in their use of these general fund revenues and through the
budget process could fund targeted programs and services. If this general business tax
is approved by a majority of the voters, the projected annual revenue for this tax is
$10,360,000 to $15,170,000, as outlined in the Fiscal Revenue Analysis of the
Commercial Cannabis Industry.

As LA County continues to develop an equity program and regulatory framework for
cannabis businesses to operate in the unincorporated County, OCM believes it is critical
to reinvest into communities that are disproportionately impacted by historical and current
drug policies. Additionally, it is critical to build a strong administrative infrastructure and
programmatic framework to support this work, particularly during the program’s early
phases.

As the needs of the cannabis program and the communities served continue to shift in
this emerging and dynamic market, OCM will continue to keep the Board apprised of
opportunities to promote the Board’s equity-focused priorities and ensure the
sustainability and viability of a legal and responsible cannabis market. OCM will work with
stakeholders to implement a robust public education campaign on the content and impact
of this measure.

Enforcement

The Cannabis Consumer Health and Safety Task Force ("Workgroup"), comprised of
DRP, OCM, LASD, and County Counsel has made progress in advancing the
Commercial Cannabis Nuisance Abatement Ordinance* and continues to work through
multiple implementation issues. This includes finalizing logistics and protocols, as well as
the coordination of partnering departments in the administration of the cannabis nuisance
abatement ordinance. The Workgroup is finalizing the forms and the abatement warrant
package that will be used to administer the ordinance. It is also consulting with partner
departments to clarify and refine protocols and processes for the management and
execution of search and abatement warrants, placing liens against property owners who

4 http://file.lacounty.gov/SDSInter/bos/supdocs/165815.pdf
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fail to abate and pay for abatement of cannabis nuisances, and delineating the specific
duties of all partnering departments.

Legislative Advocacy

County-sponsored AB 2421 (Rubio), which amends certain State codes to authorize
county counsels and city attorneys to civilly prosecute and enjoin water diversion and
pollution related to unlicensed cannabis grows, was incorporated into the state budget
trailer bill under AB/SB195 and signed into law by the Governor on June 30, 2022. This
legislation provides the County another tool to combat the harmful impacts of illegal
cannabis grows.

Public Education and Outreach

Emblem Program

OnJune 7, 2022, the Los Angeles City Council approved a motion to adopt and implement
the County’s Emblem Program for Authorized Cannabis Stores throughout the City of Los
Angeles administered by the City of Los Angeles Department of Cannabis Regulations
(DCR). DPH is working closely with DCR to begin site evaluations by geographical
regions, beginning with locations with storefront retail sales on a voluntary application
submission basis, with inspections anticipated to start in September 2022.

OCM is coordinating a complementary Public Education Campaign that focuses on the
importance of consumers purchasing cannabis products from a properly inspected
location. A forthcoming video will highlight local Emblem Program participants in the City
of El Monte, Culver City and Malibu, and will raise awareness of DPH’s Cannabis
Compliance and Enforcement Program. This campaign emphasizes the County’s
commitment to ensuring a safe cannabis marketplace. The promotional video will air on
County Channel LA36 and other county media outlets.

The Works App

As of June 2022, LA County residents are now able to report unlicensed Cannabis
businesses via “The Works App”. The Works App can be downloaded to any mobile
device. A link to bilingual user instructions can be downloaded from the Office of Cannabis
Management website at cannabis.lacounty.gov.

OCM will continue to explore other avenues to help broaden and reinforce community
awareness of responsible cannabis usage and consumption.
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Should you have any questions concerning these matters, please contact me or Hyunhye
Seo, Chief of Office of Cannabis Management, at hseo@dcba.lacounty.gov.

RC:JA
HS:FGN:SB

Attachment

C: Executive Office, Board of Supervisors
Chief Executive Office
Acting County Counsel
Sheriff
District Attorney
Agricultural Commissioner/ Weights & Measures
Economic Opportunity
Fire
Public Health
Public Works
Regional Planning
Treasurer and Tax Collector
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l. Introduction

The County of Los Angeles! currently prohibits any and all commercial cannabis business activities
within the unincorporated area. In response to the passage of Proposition 64 in 2016, the Los Angeles
County Board of Supervisors established the Office of Cannabis Management (OCM) within the
Department of Consumer and Business Affairs. The OCM convened a working group on cannabis
regulation to develop recommendations for cannabis regulation in unincorporated Los Angeles
County. The Working Group conducted extensive community outreach and held eight public
convenings to deliberate on the various components of cannabis legalization.

In June of 2018, the Working Group presented the Board of Supervisors with a set of 64
recommendations that included removing the ban on commercial cannabis businesses and moving
forward with a process to legalize and regulate cannabis in the unincorporated areas. After discussion,
the Board chose to receive and file the report, but took no action.

In July of 2021, the Board of Supervisors revisited its previous discussion and voted unanimously to
direct the Office of Cannabis Management and other relevant county departments to review the 2018
report and bring back updated recommendations for cannabis retail, manufacturing, distribution,
growth, testing, regulation, and enforcement in the County of Los Angeles, with a timeframe of 120
days. The Board'’s direction stated that the updated recommendations should be rooted in an equity
framework and should review best practices to take into account lessons learned from other
jurisdictions that have already legalized commercial cannabis.

Pursuant to that direction, the County is now considering a cannabis regulatory framework that would
allow for 25 storefront retailers, 25 non-storefront (delivery-only) retailers, 10 cultivators, 10
manufacturers and 10 distributors in the unincorporated areas. The County is very concerned with
social equity issues and wants to consider ways that its program can benefit small, locally owned
businesses that may have a difficult time competing with large, well-financed chains. The County is
hoping to develop a program that includes incentives, permit assistance, reduced fees or other tools
to reduce barriers to entry for first-time business owners in the cannabis sector.

To assist with this, the County engaged the services of HAL Companies to conduct an economic impact
analysis of the potential cannabis industry in unincorporated Los Angeles County. The County is
interested in general economic development considerations that may help to guide and inform the
Board’s decision-making and direction, rather than focusing solely on the potential tax revenues that
may be generated. The County is hopeful that this analysis will help inform development of a cannabis
tax ordinance and ballot measure to be placed before the voters in November.

The County is mindful of setting realistic expectations about revenues in the initial years as businesses
seek to get established and recognizes that tax rates and fee structures must not be prohibitive or

! This report at times refers alternately to the unincorporated area, the entire county as a whole, or the
governmental entity of the County of Los Angeles. To minimize the inherent confusion, we have herein referred
to both the governmental entity and the unincorporated area under its jurisdiction as “the County of Los
Angeles” or “the County”. When speaking of the geographic county as a whole, we have referred to it as “Los
Angeles County”. We have also tried to include additional context or clarification on a case-by-case basis.
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otherwise serve as a disincentive to business development. The County desires to balance potential
revenues with the larger goal of promoting and sustaining a viable legal market, both to provide jobs
and business opportunities and to counter the continuing black market. While the County is interested
in generating revenue, this interest is viewed as more of a long-term goal that is dependent upon
overall business success.

HdL has prepared this economic impact analysis of the potential cannabis industry in unincorporated
Los Angeles County to help inform development of a cannabis tax ordinance and associated ballot
measure. The analysis considers the County’s current target of 25 storefront retailers, 25 non-
storefront (delivery-only) retailers, 10 cultivators, 10 manufacturers and 10 distributors, and provides
estimates for the total number of each type of commercial cannabis business that may be viable in
the unincorporated area based upon market conditions and general economic factors. The analysis
also provides estimates for the gross receipts and tax revenue that may be generated from each type
of business under a variety of tax structures and rates.

This economic impact analysis includes research regarding the number, type and size of cannabis
businesses in the Los Angeles County region. The analysis also discusses cannabis tax rates and
structures in nearby jurisdictions and provides benchmarks for cumulative tax rates that reflect
emerging norms around the state, as well as best practices for ensuring a healthy and competitive
industry. The analysis also includes a discussion of the potential fiscal impacts to the County from
staffing needs and other costs associated with the permitting, regulatory monitoring and enforcement
of licensed cannabis businesses.

Legalization and regulation of commercial cannabis has exposed this industry to competitive free-
market forces from which it was previously shielded due to prohibition. Licensing, permitting, and
regulatory costs, combined with State and local taxes, have added significantly to the operational costs
of commercial cannabis businesses. The net effect of these forces is that wholesale prices have
dropped significantly at the same time that regulatory costs are climbing. High tax rates may have been
acceptable to the industry when it enjoyed high profit margins and few regulatory costs, but those
same rates become prohibitive for what is now one of the most highly regulated, and most
competitive, industries in the State.

Discussion of regulating and taxing the cannabis industry can too often overshadow the larger jobs
and economic development issues that typically accompany efforts to attract new industry. Word that
a new business or industry is looking to bring hundreds of new jobs to a community is more commonly
met with open arms and offers of tax incentives. The cannabis industry is perhaps completely unique
in that the inherent jobs and economic development benefits are welcomed more grudgingly and met
with the disincentive of special taxes. While the tax revenue potential is attractive to local
governments, imposing excessively high rates may reduce the number of businesses that step forward
and decrease the likelihood that they will succeed in the regulated market.

Equally important to tax rates is setting clear direction for regulatory policy, which will be subject to a
separate development process including review under the California Environmental Quality Act
(CEQA). As with any other industry, the cannabis industry desires regulatory certainty. Clear
regulations and competitive tax rates will be essential for attracting or holding on to this industry
sector, and for helping these businesses to outcompete the persistent illicit market.
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Summary and Recommendations

1. The County’s best opportunity for developing tax revenue would come from cannabis retailers
(both storefront and delivery-only), as there is both the greatest unmet consumer demand and
the greatest return in terms of revenue.

2. The County should set its tax rates for cannabis retailers to be competitive with the average of the
cities in the region as shown in Figure 5 on page 9. Local rates run from 2.5% up to 10% of gross
receipts, with a most common range of 5.0% to 8.0%. HdL generally recommends a range of 4.0%
to no more than 6.0%.

3. Some of the more remote, rural parts of the County’s unincorporated areas could be attractive for
outdoor or mixed-light cultivation. Should the County choose to allow these cultivation types, HdL
recommends that the rates for these two activities be kept low to leverage this advantage. These
low tax rates should be joined with clear zoning requirements to locate these cultivation types in
remote areas, while keeping them away from populated areas. The determination of which types
of cultivation activities may or may not be permitted is up to the County’s discretion and would
be subject to zoning and other requirements to be determined through environmental review.

4. Thereis a great interest in social equity issues to address the historic harms from the war on drugs,
both on the part of the County and on the part of potential cannabis business applicants. Cannabis
businesses qualifying for a social equity program would have to be taxed at the same rates as
other similar cannabis businesses conducting the same activities.

Courts have interpreted the equal protection clause of the 14" Amendment as applying to local
ordinances including taxes?. As with other kinds of taxes, cannabis taxes must be levied and
collected equally so as to not advantage one person or business over another conducting the same
activities under the same conditions. While taxes and tax rates may distinguish between
classifications on a rational basis, this generally applies to differences of business type, size,
earnings, number of employees, activities being conducted, transaction methods, or other
guantifiable differences. We are unaware of situations where tax rates have been applied
unequally based upon the qualifications of the individual owners.

However, the County could establish a tax rebate program for qualifying social equity businesses
(the businesses must first have paid their taxes before qualifying for any rebates). The County
could also use cannabis tax revenues to cover permitting costs, provide loans, or offer other kinds
of business assistance to help social equity applicants. Any of these actions would have to be
separate from and subsequent to placing the tax measure on the ballot.

2 |n Ladd v. State Board of Education the Court held that “A tax statute or ordinance which distinguishes between
parties does not violate the equal protection or due process clause if the distinction rests on a rational basis” (31 Cal.
App. 3d 35, 106 Cal. Rptr. 885 (1973)). Similarly, in Gowens v. City of Bakersfield? the Court held that “If no reasonably
justifiable subclassification is or can be made, then the operation of the tax must be such as to place liability therefor
equally on all members of the class” (Gowens v. City of Bakersfield, 179 Cal. App. 2d 282, 285-286 (1960)).
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5. The County should not anticipate any cannabis testing laboratories in the unincorporated area, as

the region is already well served by 14 laboratories in the cities of Los Angeles, Long Beach,

Monrovia and Pasadena.

6. HdL recommends the tax rates for all cannabis business activities be set within the ranges below.

We have provided the rates for the City of Los Angeles for reference. For comparison, the square-

footage rates shown for cultivation are roughly equivalent to a range of 1.67% to 2.50% of gross

receipts. We believe that the County should set its rates to be competitive with other jurisdictions

in the County region as shown in Figure 5 on page 9 and to keep the cumulative tax rate at or
below 30% (see Appendix B; State Tax Considerations).

Figure 1:

Cannabis Business Type HdL Initial Rate HdL Maximum Rate | City of Los Angeles
Cultivation (indoors) $7.00/sf $10.00/sf 2.0%
Cultivation (mixed-light) $4.00/sf $7.00/sf 2.0%
Nurseries $1.00/sf $2.00/sf 2.0%
Manufacturing 2.5% 4.0% 2.0%
Distribution 2.0% 3.0% 1.0%

Retail 4.0% 6.0% 5.0% - 10%
Testing 1.0% 2.5% 1.0%

7. Based upon our analysis, we project that licensed cannabis businesses in the unincorporated area

of the County could generate between $10 million and $15 million in annual cannabis tax revenue.

Our projections below assume the proposed 50 retailers (25 storefront and 25 non-storefront

delivery) are located appropriately to serve the majority of the population in the unincorporated

area while also capturing some portion of sales from those incorporated cities that disallow cannabis

retailers (See discussion in Section IV; Cannabis Retailers). Projections for cultivation assume 5

mixed-light cultivators and 5 indoor cultivators as described in Section VII, Cannabis Cultivation.

Figure 2:

Business Number | Low Revenue Med. Revenue High Revenue

Type Rate Rate Rate

Retailers 50 4.0% $7,800,000 5.0% $9,700,000 | 6.0% |[$11,700,0000

Manufacturer 10 2.5% $625,000 3.0% $750,000 | 4.0% $1,000,000

Distributor 10 2.0% $400,000 2.5% $500,000 | 3.0% $600,000

Cultivation 10 $4/sf- | $1,210,000 |$5.50/sf-| $1,540,000 | $7/sf - $1,870,000
S7/sf $8.50/sf $10/sf

Testing 0 1.0% S0 1.5% S0 | 2.0% S0

Total $10,035,000 $12,490,000 $15,170,000
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1l. The Cannabis Industry in the Los Angeles County Region

Los Angeles County is the most populous county in the United States, with an overall population of over
10 million people as of the 2020 census. The County contains 88 incorporated cities with a combined
population of roughly 8,918,400 people, leaving around 1,095,600 residents in the unincorporated areas.
Roughly 3.9 million people live in the City of Los Angeles, making it the second-largest City in the United
States after only New York City. More than 65 percent of the County is in the 2,635 square mile
unincorporated area, including 125 unincorporated communities.

The amount of revenue that a city or county may be able to generate from a cannabis business tax
depends upon the type, number and size of cannabis businesses that may choose to locate there.
Cannabis retailers, cultivators, manufacturers, distributors and testing facilities are each interdependent
upon a network of other cannabis businesses, so understanding the extent of the existing industry in the
region provides some basis for estimating the number of businesses which may seek to locate in the
unincorporated areas of Los Angeles County.

We generally assume that wholesale cannabis businesses such as cultivators, manufacturers and
distributors would primarily interact or do business with other cannabis businesses within a one-hour
radius. Being the most populous county in the United States, Los Angeles County is large enough that it
can sustain a self-sufficient industry that does not depend upon supporting businesses from neighboring
counties or from elsewhere in the state.

In addition, Los Angeles County merges into Orange County to the South, with a population of 3.17 million,
and Riverside and San Bernardino Counties to the East, with populations of 2.4 million and 2.16 million
people, respectively. Combined, the 4 counties form a massive metropolitan region of nearly 18 million
people. The combined regional population is greater than the population of the Netherlands, Greece,
Portugal, Sweden, the Czech Republic, Ireland, Norway, Hong Kong, Singapore or 167 other countries.

Los Angeles County is home to over a quarter of California’s population and, thus, over a quarter of the
state’s consumers. By extension, it can be assumed that Los Angles County is also home to over a quarter
of the state’s cannabis consumers. In addition, Los Angeles County is less than 2 hours from Santa Barbara
County, which is home to the highest concentration of cannabis cultivation licenses in the state. The close
proximity between the area of greatest supply and the area of greatest demand provides makes Los
Angeles County a prime location for all other cannabis business types, as well as for other non-cannabis
businesses that provide ancillary services to support the cannabis industry.

In conducting an analysis of the cannabis industry for a client city or county, we typically will look at the
broader region within which that city or county is located to include businesses in other nearby
communities. In the case of Los Angeles County, however, the size of the population and the number of
businesses is clearly large enough to be self-sufficient. Though cannabis wholesale and retail businesses
within the County undoubtedly buy product from suppliers elsewhere in the state, and sell their wholesale
products elsewhere as well, we do not have to look beyond the County’s borders to come up with an
adequate industry cluster for purposes of our analysis.

Of the 88 incorporated cities and other agencies within Los Angeles County, the Department of Cannabis
Control (DCC) lists 20 as currently having licensed cannabis businesses. These numbers are shown in Figure
3 on the next page.
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Figure 3:

Active Cannabis Licenses in the Los Angeles County Region as of February 1, 2022
City Cultivation Nursery Distributor |Manufacturer Retailer Microbusiness Testing Total
Laboratory

Avalon 0 0 0 0 1 0 0 1
Baldwin Park 4 0 1 6 0 0 0 11
Bell Flower 1 0 3 3 4 0 0 11
Commerce 1 0 6 0 5 3 0 15
Cudahy 3 0 1 2 0 1 0 7
Culver City 0 0 4 1 7 1 0 13
El Monte 0 0 1 2 2 0 0 5
Huntington Park 1 0 1 1 1 1 0 5
Lancaster 9 0 3 4 0 0 0 16
Long Beach 19 3 55 58 29 5 5 174
Los Angeles 249 17, 247 199 207 77 1 997
Lynwood 1 2 8 6 7 0 0 24
Malibu 0 0 0 0 2 0 0 2
Maywood 1 0 3 4 4 3 0 15
Monrovia 0 0 0 0 0 0 2 2
Montebello 3 0 5 4 7 3 0 22
Pasadena 0 0 0 0 2 0 1 3
Pomona 0 0 0 0 2 0 0 2
Santa Monica 0 0 0 1 0 0 0 1
West Hollywood 0 0 1 1 10 0 0 12
Total 292 22 339 292 290 94 9 1,338
The number of licenses may not denote the number of businesses, as individual businesses may hold multiple licenses.

The number of State licenses shown here also may not reflect the number of licenses or permits issued by local agencies.

In addition to those cities listed, we are aware that numerous other cities within the County are currently
in various stages of exporing, developing or permitting cannabis businesses, including Artesia, Carson,
Claremont, El Segundo, Hawthorne, Pico Rivera, Redondo Beach, Signal Hill, South El Monte and others.

The total economic input provided by the cannabis industry in Los Angeles County should be viewed as
more important than the tax revenues that can be generated from it. We estimate that the 1,338 cannabis
businesses (See Figure 2) in Los Angeles County as a whole likely provide around 17,000 jobs?, most of
which typically pay above-average wages compared with similar jobs in other industries’. We estimate
total payroll to be over $500 million. In addition, cannabis cultivators and manufacturers can be assumed
to sell some portion of their product outside of the County, thus bringing revenue into the County from
elsewhere.

This concentration of cannabis businesses shows that the Los Angeles County region already has a strong
presence within California’s commercial cannabis industry, with a large and diverse industry cluster that
can both support and provide competition for additional cannabis businesses. We anticipate that the
number of cannabis businesses in the region will continue to increase over time, particularly in the retail
sector.

3 Assumes an average of 24 employees for each retailer, 12 for each cultivator and a conservative estimate of 7 for
all other business types. Further discussion is provided in Section IV; Jobs, Wages and General Economic Impacts.
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1. Common Cannabis Tax Rates

Cannabis tax rates have been settling and stabilizing around the State since the beginning of 2018. Many
cities instituted cannabis taxes prior to the implementation of statewide regulations, with a wide range
of tax structures and rates as high as $30 per square foot (for cultivation) or 18% of gross receipts. Some
of these “early adopter” cities have since reduced their rates to be more competitive with common rates
that are now emerging around the State.

The State of California applies two separate taxes to cannabis: a cultivation tax of $10.08 per ounce of
dried flower ($3.00 per ounce of dried leaf or trim) and an excise tax of 15% on the purchase of cannabis
and cannabis products. These two separate State taxes can add up to 26% to consumer cannabis prices,
even before any local taxes are contemplated. This leaves very little room for local jurisdictions to work
within if they wish to remain under the total cumulative tax rate of 30%. This is an important benchmark
to allow the local industry to compete against the illicit market and against other regulated cannabis
businesses from around the State (see Attachment B; State Tax Considerations).

Governor Newsome’s May Budget Revise proposes significant changes to the way the state’s cannabis
taxes are applied’. Under the proposal, the cultivation tax rate would be reduced to zero percent,
effectively eliminating the tax. The cannabis excise tax would remain at 15%, but the point of collection
would be shifted to retail sales, rather than distributors, thereby simplifying the tax structure. The
proposal includes an allowance to increase the rate of the excise tax through FY 2024/25 if necessary to
maintain minimum levels of funding for certain programs for youth education, intervention and
treatment, environmental restoration, and state and local law enforcement programs. If approved, the
changes to the cultivation tax rate would be effective July 1. The changes to the method of collection
would become effective January 1, 2023.

Figure 4, below, shows the cannabis tax rates or development agreement fees from those cities in Los
Angeles County that allow licensed cannabis businesses a number of nearby jurisdictions, as well as the
standard tax rates that HdL commonly recommends to those local agencies that we work with. The rates
and structures vary greatly among these cities, though the cities of El Monte, Los Angeles and Pasadena
are all generally in line with our commonly recommended rates. HdL’'s recommended initial range of tax
rates for cannabis businesses other than cultivation commonly runs from 2% of gross receipts for
distributors, to 2.5% for manufacturers and 4% for retailers. These rates may be adjusted up to a
maximum of 3%, 4% and 6%, respectively.

We note that a large number of these cities use development agreements as a means for generating
revenue to provide agreed-upon community benefits. In some cases the fees are standardized for all
cannabis businesses, but in other cases the fees are negotiated separately on a case by case basis. In many
such cases, we were only able to find fees for those business types which currently have agreements with
the host city. Where a business type is not allowed, where there is no tax or fee, or where we were unable
to find any information, we have entered “N/A” for either “Not Allowed”, “Not Applicable” or “Not
Available”.
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Figure 4:

Cannabis Taxes in the Los Angeles County Region
City Tax or DA | Cultivation Nursery Distributor |Manufacturer Retailer Microbusiness Testing
Laboratory
Avalon None N/A N/A N/A N/A None N/A N/A
Baldwin Park DA’ N/A $250K - $350K] $250K - $350K | $250K - $350K N/A $250K - $350K| $250K - $350K
Bell Flower Tax $20/sf $5/sf 1.0% 2.0% 8.5% N/A N/A
Commerce DA 12.0% - 14.0%]12.0% - 14.0%| 2.0%-6.0% | 4.0%-6.0% | 5.0% - 8.0% By Activity 1.5% - 5.0%
Cudahy DA N/A N/A N/A N/A N/A N/A N/A
Culver City Tax $12/sf N/A 6.0% 6.0% 8% - 10% N/A 1.50%
El Monte Tax 3.0% N/A 2.0% 3.0% 5.0% N/A 2.0%
Huntington Park N/A N/A N/A N/A N/A N/A N/A N/A
Lancaster N/A N/A N/A N/A N/A N/A N/A N/A
Long Beach Tax $13.41/sf $13.41/sf 1.0% 1.0% 6.0% - 8.0% By Activity 1.0%
Los Angeles Tax 2.0% 2.0% 1.0% 2.0% 5.0% - 10.0% 2.0% 1.0%
Lynwood DA N/A N/A N/A N/A N/A N/A N/A
Malibu Tax N/A N/A N/A N/A 2.5% N/A N/A
Maywood Tax 6.0% 6.0% 6.0% 6.0% 10.0% 10.0% 6.0%
Monrovia None N/A N/A N/A N/A N/A N/A N/A
Montebello DA N/A N/A N/A N/A N/A N/A N/A
Pasadena Tax $2/sf - $7/sf S1/sf 2.0% 2.5% 4.0% 4.0% 1.0%
Pomona Tax N/A N/A 3.0% 4.0% 6.0% 6.0% 2.5%
Santa Monica None N/A N/A N/A N/A N/A N/A N/A
West Hollywood Tax 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5%
HdL Recommended (Max) Tax $7/sf - $10/sf $2/sf 3.0% 4.0% 6.0% By Activity 2.0%
N/A indicates Not Applicable where there is no tax, Not Allowed where the activity is prohibted, or Not Available where we were unable to find information.
a Development Agreement; also includes community benefits agreements.
2 HdL is currently working with the City of Baldwin Park to revise their community benefit fee structure.

The development and implementation of a cannabis regulatory program also carries costs for the host
jurisdiction. These costs may include staff and consultant time for the development of ordinances, initial
permitting for businesses, compliance monitoring, annual permit renewals and regulatory enforcement
as necessary. These costs vary depending on the desired level of regulatory oversight, the use of
consultants, involvement of law enforcement officers and other considerations.

Annual permit fees commonly range between $6,000 and $30,000, with an average around $16,000. The
County’s actual costs would all be fully recoverable from the businesses through initial and annual permit
fees, leaving all revenues generated by a cannabis tax available for discretionary spending through the
General Fund. These permitting fees are discussed in Appendix E; Fiscal Impacts and Fees.
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V. Jobs, Wages and General Economic Impacts

Discussion of regulating and taxing the cannabis industry can too often overshadow the larger jobs and
economic development issues that typically accompany efforts to attract new industry. Word that a new
business or industry is looking to bring hundreds of new jobs to a community is more commonly met with
open arms and offers of tax incentives. The cannabis industry is perhaps completely unique in that the
inherent jobs and economic development benefits are welcomed more grudgingly and met with the
disincentive of special taxes.

As with any other industry, the cannabis industry does not exist in a vacuum. Those businesses that
actually grow, process, manufacture, distribute and sell cannabis products support a wide variety of other
businesses that may never touch the actual product itself. Cultivators support garden supply stores, green
house manufacturers, irrigation suppliers, soil manufacturers, and a wide variety of contractors including
building and construction, lighting and electrical, HVAC, permitting, and engineering. Manufacturers
support many of these same businesses, plus specialized tooling and equipment manufacturers, and
product suppliers for hardware, packaging, and labeling. All of these businesses support, and are
supported by, a host of ancillary businesses such as bookkeepers, accountants, tax preparers, parcel
services, marketing and advertising agencies, personnel services, attorneys, mechanics, facilities
maintenance, security services, and others.

In Figure 5 of this report (page 17), we show that there are 384 licensed cannabis retailers in all of Los
Angeles County?, generating over $1.5 billion in retail sales annually. Analysis of cannabis retailers and
retail applicants in other cities shows a range of anywhere from 5 employees to over 60 per retailer, with
a projected average of 13 for new retailers and 24 for established businesses®. Our analysis also shows
that cannabis retailers commonly pay slightly higher than average wages compared with other types of
retail sales®, and often provide employee benefits that are not always common for retail workers.

The County intends to permit up to 50 cannabis retailers (25 storefront and 25 non-storefront delivery) in
the unincorporated area. Based on these figures, we anticipate that over time these businesses may
create up to 1,200 full-time-equivalent retail jobs, paying up to $48 million in annual wages.

The number of employees for a cannabis cultivation facility varies in proportion to the size and type of
operation. Data collected by Marijuana Business Daily™ shows that cultivation facilities commonly employ
from 3 to 20 full-time employees and 2 to 11 part time employees, with a median of 7 full-time and 5 part-
time employees. Employees working in cannabis cultivation are not considered agricultural workers", and
so are subject to the requirements of a 40-hour work week, including overtime and regular breaks.

4 This figure assumes that all 94 microbusinesses conduct retail sales as part of their licensed activities.

5 This aggregate data comes from review and analysis of confidential information presented in cannabis business
applications from a number of cities HdL has worked with.

6 The Bureau of Labor Statistics shows retail sales workers in California earn a mean hourly wage of $17.46
(https://www.bls.gov/oes/current/oes_ca.htm#41-0000). HdL’s analysis of numerous cannabis retail applications
shows wages commonly in the range of $18-520 per hour, with some as high as $24-526 per hour. We note that this
is a general observation only, and not an ex=stablished industry average. We also note that higher-than-average
wages and benefits are often a condition of a competitive application process for cannabis retailers.
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Cannabis cultivators are increasingly seeking to hire cultivation managers with degrees in botany,
horticulture or related fields. These specialized employees can demand professional salaries that are
much higher than other cultivation workers. Other full-time workers in the cannabis industry typically
enjoy wages that are above that of other, similar occupations, though part-time seasonal workers such as
trimmers make a much lower wage.

In Figure 5, below, we have shown a general array of positions, wages and salaries for a hypothetical
22,000 square foot greenhouse operation. These figures are based on data from Marijuana Business
Daily’s Marijuana Factbook 2018 but are adjusted to reflect relative wages in Los Angeles County”. Based
upon this, we estimate that an array of 10 cultivation facilities in the unincorporated County may create
approximately 40 full-time and 20 part-time jobs, with total payroll of around $2.94 million per year.

Figure 5

Estimated Employees per 22,000 Square-Foot Greenhouse
Position # Rate Hours Salary | Combined
MGR 1 $60 2,000{ $120,000[ $120,000
FT 3 S24 2,000 $48,000| $144,000
PT 2 $15 1,000 $15,000 $30,000
Total $294,000

The economic benefits are not limited to those in the cannabis industry, itself. Cultivators and
manufacturers bring new money into the community by selling their products into a statewide market.
Their profits and the salaries they pay move into the general local economy, supporting stores,
restaurants, car dealerships, contractors, home sales and other businesses. Research done by HdL for
other clients suggests that many cities and counties see economic inputs from this industry in the range

of $200 million dollars or more annually.

Because of the emerging nature of this industry, it still attracts many small, independently-owned
businesses. Numerous studies have demonstrated that locally-owned, independent businesses
recirculate a far higher percentage of every dollar back into the local community than large, corporately-
owned businesses do. The same economic development arguments that are used to support other
independent, locally-owned businesses apply to this industry, too. Host cities or counties should expect
to see typical economic benefits from these new (or newly daylighted) businesses on par with other new

businesses, separate from any tax revenue that may be generated.

A number of cities and counties have looked upon the emergence of the legal cannabis industry as an
opportunity to address the historic harms from the war on drugs through development of Social Equity
Programs (SEP’s). These programs are designed to support equal opportunity in the cannabis industry by
making legal cannabis business ownership and employment opportunities more accessible to low-income
individuals and communities most impacted by the criminalization of cannabis. SEP’s commonly look to
assist cannabis business applicants from communities that may have been disadvantaged due to the past
illegal nature of the industry within which they are now trying to compete. Such communities may have
experienced higher incarceration rates, or may lack financial capacity, regulatory experience and business
acumen from disproportionate application of the law towards what is now a fully-legal industry.
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Cannabis businesses qualifying for a social equity program would have to be taxed at the same rates as
other similar cannabis businesses conducting the same activities. Courts have interpreted the equal
protection clause of the 14" Amendment as applying to local ordinances including taxes’. As with other
kinds of taxes, cannabis taxes must be levied and collected equally so as to not advantage one person or
business over another conducting the same activities under the same conditions. While taxes and tax rates
may distinguish between classifications on a rational basis, this generally applies to differences of business
type, size, earnings, number of employees, activities being conducted, transaction methods, or other
quantifiable differences. We are unaware of situations where tax rates have been applied unequally based
upon the qualifications of the individual owners.

However, the County could establish a tax rebate program for qualifying social equity businesses, or for
businesses that meet certain requirements for socially-equitable business practices. The businesses must
first have paid their taxes before qualifying for any rebates. The County could also use cannabis tax
revenues to cover permitting costs, provide loans, or offer other kinds of business assistance to help social
equity applicants. Any of these actions would have to be separate from and subsequent to placing the tax
measure on the ballot.

The City of Oakland has developed a tax rebate program for Social Equity businesses that includes rebates
in 4 separate categories for local hiring, utilizing other equity businesses in the supply chain, workforce
quality of life (wages and benefits) and providing incubation space for other equity businesses. There are
a total of 9 subcategories, each offering rebates of 0.25% up to 1.50% off the effective tax rate for the
business. These rebates can be cumulative, provide that no cannabis business will pay less than a
minimum tax rate of 2.5%. A business will have to have been operating and paying its taxes for a minimum
period of 182 days (6 months) to be eligible for any rebates.

We have provided further information about the City of Oakland’s rebate program to County staff.

7 In Ladd v. State Board of Education the Court held that “A tax statute or ordinance which distinguishes between
parties does not violate the equal protection or due process clause if the distinction rests on a rational basis” (31 Cal.
App. 3d 35, 106 Cal. Rptr. 885 (1973)). Similarly, in Gowens v. City of Bakersfield” the Court held that “If no reasonably
justifiable subclassification is or can be made, then the operation of the tax must be such as to place liability therefor
equally on all members of the class” (Gowens v. City of Bakersfield, 179 Cal. App. 2d 282, 285-286 (1960)).
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V. Cannabis Retailers

Retailers are the only cannabis business type that specifically serves the local community, rather than
feeding into the statewide market, and so the number of retailers can be assumed to be somewhat
proportional to the local population. Demand is assumed to generally be a constant regardless of its legal
status or the availability of retailers, so it’s reasonable to expect that more retailers would mean fewer
customers for each and, thus, lower gross receipts.

Cannabis retailers address a local market demand which is generally assumed to exist within a given
community regardless of whether there is any legal access. Consumer demand for cannabis has existed
for many, many decades prior to legalization and evidence suggests that the percentage of the population
that uses cannabis on a regular basis is no greater now than it was in the 1970’s". Given this, it is
reasonable to assume that allowing licensed cannabis retailers in a community does not increase demand
or create new cannabis consumers. Rather, it facilitates a shift in cannabis purchases happening through
legal, regulated means rather than through the illicit market.

Eventually, though, any local cannabis market will reach saturation, at which point new licensed retailers
will simply cannibalize sales from existing retailers. Essentially, both licensed and unlicensed cannabis
retailers all divide the same finite pie.

Under California’s regulatory program, consumers have little incentive to purchase cannabis in the
medical segment rather than buying in the adult use segment. Both medical and adult use cannabis will
pay the State cultivation tax and excise tax, with the only advantage being an exemption from regular
sales tax for qualifying patients with a State-issued Medical Marijuana Identification Card (MMIC).
Eligibility for this limited sales tax exemption costs consumers approximately $100 per year, plus time and
inconvenience, for a savings of 9.50% in unincorporated Los Angeles County. It’s anticipated that this
provides little or no price advantage for the majority of cannabis consumers.

Currently there are only 3,080 MMIC cardholders in all of California‘’, which is less than half the number
of cards as in 2019. The low number of such cards makes their impact inconsequential for purposes of our
revenue analysis.

The Bureau of Cannabis Control (now the Department of Cannabis Control) had projected that more than
half of the adult use purchases previously in the illicit market would transition to the legal market to avoid
the inconvenience, stigma and risks of buying unknown product through an unlicensed seller"i,
Essentially, the easier, cheaper and more reliable it is for consumers to access quality cannabis legally, the
less reason they would have to purchase it through the illicit market. That same study projected that 60%
of sales in the legal, medical cannabis market would shift to the adult use market, for the reasons noted
above. The availability of legal adult use cannabis was also anticipated to produce a small 9.4% increase
in consumer demand.

However, this anticipated transition to the legal market was dependent upon the assumption that the
majority of cities and counties in California would take steps to permit and regulate licensed cannabis
businesses. This has not been the case. Some 70% of California counties and cities continue to prohibit
legal access to cannabis. Not surprisingly, 70% of cannabis sales continue to be in the illicit market.
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The shift from medical to adult use sales was not expected to change the overall volume of cannabis sales,
only the categories into which they fall. Once the legal, adult use market was properly functioning and
available throughout the state, it was anticipated to capture about 61.5% of the overall cannabis market
in California. The legal medical cannabis market is projected to decline to just 9% of the overall market,
though this projection may change due to the increasing popularity of CBD products. The other 29.5%
was expected to remain in the illicit market®. The vast majority of retail licenses issued by the Department
of Cannabis Control are for retailers who operate both medical and adult use from the same premises.

HdL generally assumes a standard market concentration of one retailer per every 18,000 to 20,000 people.
Data from the Department of Cannabis Control shows 1,205 licensed retailers and around 200 retailing
microbusinesses® around the state, which works out to roughly one retailer for every 28,000 people based
on the state’s overall population. However, these retailers are not evenly distributed around the state.
Some 70% of California cities do not allow legal cannabis sales, so these licensed retailers are concentrated
in the 30% of cities that do.

24 of California’s 58 counties have licensed cannabis retailers in the unincorporated area. An additional
23 counties do not allow cannabis businesses in the unincorporated area but contain cities that do allow
them.

Figure 5, on the next page, shows the distribution of cannabis retailers throughout the state. The table
lists all of the counties® that currently have licensed cannabis retailers (“served” counties), whether in the
unincorporated area or within cities, providing the population for each county and the number of
retailers®. Dividing the population by the number of retailers gives us the population per retailer for each
county.

Data from the California Department of Tax and Fee Administration (CDTFA) gives the total cannabis retail
sales for each county as well as the sales per capita, derived by dividing the total sales by the population.
From this, we are able to see the relationship between the retail density (population per retailer) and the
sales per capita.

The average retail density for all served counties is 1 retailer per 32,148 residents. The average per capita
sales for all served counties is $171 per person per year. For counties that have fewer than | retailer per
40,000 residents, the per-capita sales drop to just $84 per year. For those counties with a higher
concentration of retailers, the per-capita sales increase consistent with the retail density. For counties
with more than 1 retailer for every 40,000 residents, the per-capita sales go up to $207. For counties with
greater than 1 retailer per 20,000 residents, the per-capita sales go up again to $226. For counties with
greater than 1 retailer per 10,000 residents, the per-capita sales increase even further to $283. HdL
generally recommends a retail density of 1 retailer per 20,000 residents for planning purposes.

8 Department of Cannabis Control data does not specify what types of business activities are conducted by each
microbusiness. HdL analysis indicates approximately 2 out of every 3 cannabis microbusinesses include retail sales.

9 The table excludes 12 counties that have licensed retailers but have not yet reported a full year of sales.

10 For purposes of this table, we have assumed that all microbusinesses include a retail component, though we know
that a minority of microbusinesses do not. Unfortunately, data from the Department of Cannabis Control does not
allow us to accurately determine which cannabis business activities are being conducted by each microbusiness.
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Figure 5

Cannabis Retailers, Sales, and Sales per Capita by County
County; All Agencies Population Number of | Population | Total Retail Sales | Sales per
Retailers per Retailer Capita

Alameda 1,656,791 204 8,122 $273,569,272 $165
Calaveras 45,040 4 11,260 $12,423,700 $276
Contra Costa 1,154,158 18 64,120 $120,344,037 $104
El Dorado 195,380 12 16,282 $33,003,661 $169
Humboldt 130,859 41 3,192 $49,077,328 $375
Imperial 186,064 14 13,290 $20,842,841 $112
Kern 915,273 8 114,409 $20,419,736 S22
Lake 63,948 6 10,658 $9,718,775 $152
Los Angeles 10,045,420 384 26,160 $1,554,227,438 $155
Marin 257,879 8 32,235 $14,162,740 S55
Mendocino 86,672 30 2,889 $28,613,877 $330
Merced 284,857 9 31,651 $52,402,374 $184
Mono 13,296 5 2,659 $5,899,438 S444
Monterey 437,347 26 16,821 $77,441,041 $177
Napa 137,689 6 22,948 $11,508,038 S84
Orange 3,154,577 29 108,779 $273,249,465 S87
Riverside 2,454,741 137 17,918 $374,176,140 $152
Sacramento 1,561,232 101 15,458 $304,252,948 $195
San Bernardino 2,177,209 41 53,103 $113,933,330 S52
San Diego 3,316,066 62 53,485 $464,746,668 $140
San Francisco 875,062 74 11,825 $231,270,261 $264
San Joaquin 783,722 8 97,965 $63,426,658 s81
San Luis Obispo 271,190 21 12,914 $55,021,831 $203
San Mateo 765,487 17 45,029 $31,851,931 S42
Santa Barbara 441,224 29 15,215 $72,488,624 $164
Santa Clara 1,934,704 17 113,806 $220,033,935 $114
Santa Cruz 261,131 27 9,672 $62,332,024 $239
Shasta 177,810 12 14,818 $52,694,135 $296
Siskiyou 44,338 8 5,542 $6,371,830 $144
Solano 438,603 23 19,070 $68,154,581 $155
Sonoma 484,238 33 14,674 $106,595,333 $220
Stanislaus 555,985 28 19,857 $161,463,512 $290
Tulare 481,818 10 48,182 $59,822,581 $124
Ventura 835,467 19 43,972 $58,482,685 $70
Yolo 217,531 8 27,191 $35,786,055 $165
Totals: 36,842,811 1,479 $5,099,808,823
Average Population per Retailer: 32,148
Average Sales per Capita:

All counties with active cannabis retailers $171

Counties with fewer than 1 retailer per 40,000 residents s84

Counties with more than 1 retailer per 40,000 residents $207

Counties with more than 1 retailer per 20,000 residents $226

Counties with more than 1 retailer per 10,000 residents $283
Note: This data assumes that all microbusinesses include a retail component
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Department of Cannabis Control data shows that there are 384 licensed cannabis retailers (including
microbusinesses) within Los Angeles County as a whole, serving a population of just over 10 million
people. This works out to one retailer for every 26,160 people, or somewhat lower than the retail density
of 1 per 20,000 that we commonly recommend for planning purposes. The sales per capita is $155, which
is below the average of $171 for all counties, and well below the average of $207 for counties with more
than 1 retailer per 40,000 residents. This suggests that even with a reasonable retail density, cannabis
retailers are having difficulty serving their market. The distribution of cannabis retailers in Los Angeles
County is shown in Figure 6.

Figure 6:
Cities with Cannabis Retailers
City Population Retailers Population
Per Retailer
Avalon 3,738 1 3,738
Bellflower 77,886 4 19,472
Commerce 13,035 8 1,629
Cudahy 22,811 1 22,811
Culver City 39,528 8 4,941
El Monte 115,356 2 57,678
Huntington Park 59,079 2 29,540
Long Beach 469,893 34 13,820
Los Angeles 3,855,122 284 13,574
Lynwood 70,908 7 10,130
Malibu 12,854 2 6,427
Maywood 27,850 7 3,979
Montebello 63,538 10 6,354
Pasadena 139,382 2 69,691
Pomona 151,511 2 75,756
West Hollywood 34,971 10 3,497
Total Served Cities 5,157,462 384 13,431
Total Unserved Cities 3,792,358 0
Unincorporated Area 1,095,600 0
Total County 10,045,420 384 26,160
Figures assume all microbusinesses conduct retail sales

The 384 existing retailers are located in just 16 of the 88 cities in the County, which combined hold roughly
half of the total County population. These “served” cities have a retail density of 1 retailer per 13,431
residents, which is higher than our planning density. This suggests that the retailers located in these cities
are also serving other neighboring or nearby “unserved” cities and unincorporated communities.

Figure 7, on the next page, shows the number of retailers that we would generally expect to see at our
standard assumed retail density of 1 retailer per 20,000 residents. The 384 retailers in the served cities is
126 more than we would commonly expect based on the population of only those cities. Of course,
retailers in these cities are also serving consumers in the unserved cities and unincorporated communities.
We estimate that the combined population of these unserved areas could support 244 retailers.
Combining the number of existing retailers in the served cities with the vacancy in the unserved areas
leaves an unmet capacity of 118 additional retailers.

HdL Companies  Fiscal Revenue Analysis of the Commercial Cannabis Industry in the County of Los Angeles Page 17 of 46



Figure 7:

Cannabis Retailer Capacity by Population

City/County Population Total Population Capacity at Over/Under
Retailers per Retailer | 1 per 20,000 Capacity
Served cities 5,157,462 384 13,431 258 126
Unserved cities 3,792,358 0 N/A 190 -190
Unincorportated area 1,095,600 0 N/A 55 -55
Total unserved area 4,887,958 0 N/A 244 -244
Total County 10,045,420 384 N/A 502 -118

Figures assume all microbusinesses conduct retail sales
Projections assume an area is well-served when there is one retailer per every 20,000 residents

The unincorporated area covers 2,635 square miles, or more than 65 percent of the County. Some 1,268
square miles of this is federal lands, including the Santa Monica Mountains and the Angeles National
Forest. While much of it is densely populated, other areas are more isolated and rural in nature,
particularly those communities north of the San Gabriel Mountains near Lancaster. Locating cannabis
retailers to serve the unincorporated area will need to balance proximity to the most populated areas,
including unserved cities, with locations to serve these more remote communities.

Retail studies show that 93% of consumers are willing to travel 15 to 20 minutes to make most routine
purchases*. This distance is likely somewhat higher in more rural areas. The most populated communities
in the unincorporated area of the County are all generally within this distance from cities with existing
cannabis retailers, which suggests that the vast majority of the County’s population already has some
amount of access to legal cannabis, though perhaps not convenient. These travel times may also be
exacerbated by traffic.

Figure 8

Figure 8 shows the general locations of the
384 existing cannabis retailers in Los Angeles
County. The heavy concentration of retailers
in central Los Angeles and the San Fernando
Valley is clearly evident, as is the lack of
retailers in Antelope Valley north of the San
Gabriel Mountains. There also appears to be
a lack of retailers in the San Gabriel Valley,
South Bay, Santa Clarita Valley and Gateway
Communities regions.

While all of these areas other than Antelope
Valley are generally within 20 minutes of
existing retailers, consumers in these
locations would likely have to plan a special
trip to their nearest cannabis retailer, rather
than stopping in on their way to or from the

grocery store.
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Though Los Angeles County is reasonably well served by licensed retailers, they are still far outnumbered
by unlicensed cannabis delivery services. The map at the top of Figure 9 displays the licensed retailers in
the County, shown in red. The map at the bottom shows an estimated 1,000 or more unlicensed delivery
services!!, shown in red, which far outnumber the licensed retailers in green.

Figure 9
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11 Data derived from Weedmaps. Unlicensed delivery services are shown based on the areas they deliver to, rather
than their ‘home’ location, so a single delivery service may be represented many times on this map.
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Figure 10 shows the area and population range of the cities and unincorporated communities in the
County®. Figure 11 shows the retail density of those cities that have cannabis retailers, and also shows
those cities and the unincorporated area that have no cannabis retailers. As can be seen, the vast majority
of the County and its cities are unserved, though most have reasonable access in nearby cities.

Figure 10:

Cities and Communities by Population
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In Figure 11, on the next page, we have provided a general scenario to estimate a reasonable range of
cannabis tax revenues that the County may be able to generate from 50 licensed cannabis retailers (25
storefront and 25 non-storefront delivery) in the unincorporated area. Our analysis here is based on the
size of the unserved market, not the number of retailers. However, we have adjusted our estimates to
reflect the fact that the 50 retail licenses anticipated by the County is less than one half of the market
capacity. Our estimates assume that these 50 retailers are located in a way that allows them to serve both
the unincorporated area and unserved cities.

Starting with the overall County population of 10,045,420 people, we then back out the population of
those cities already served by licensed retailers. This leaves us with the population of the unserved cities
(3,792,358) and the unincorporated area (1,095,600), for a total unserved population of 4,887,958.
However, we note that the number of retailers in the incorporated cities is high enough to also serve
nearly half of the market in the unincorporated areas. For this reason, we have reduced our estimate of
the unserved population by 50%, down to 2,443,979.

Figure 7 (page 15) showed that there is an unmet capacity of 118 additional retailers in the unincorporated
area. The County anticipates an initial launch of 50 retail licenses and will potentially increase the number
over the following years based on data and impacts of the initial launch. Due to the physical size of the
County’s unincorporated area, we do not believe that these 50 retailers would be adequate for serving
this entire geographic area. For this reason, we have provided an additional 50% reduction to the size of
the resident market that we believe will be served by this limited number of retailers. This brings our
consumer base down to 1,221,990.

To this figure we apply a range of assumptions for the percentage of the population that uses cannabis on
a regular basis. These estimates vary from around 10% to 13%*", up to as high as 22%". This percentage
is influenced by social acceptance of cannabis within the local community. Applying these estimates to
our estimated population base of 1,221,990 people in the unincorporated area yields between roughly
122,000 and 269,000 potential cannabis consumers.

Cannabis retailers typically average around 120 customers per day*". Data shows that a typical cannabis
consumer makes a purchase of $73 with an average frequency of twice a month*. Applying this to our
range of cannabis consumers yields monthly sales of between $18 million and $39 million, which works
out to annual gross receipts of between $214 million and $471 million.

However, as with much of California, the County is still home to a thriving illicit market, with an unknown
but significant number of unlicensed cannabis delivery services operating throughout the County. To
account for this, we have assumed an additional 30% leakage to these unlicensed retailers. This brings our
estimate of total gross receipts down to a range of $150 million to $330 million.

Applying our recommended retail cannabis tax rates to this range of total gross receipts yields a range of
revenue projections. Applying HdL’s recommended “low” rate of 4.0% would yield between $6 million
and $13.2 million in annual cannabis tax revenue for the County, with a best estimate of $7.8 million.
Applying a rate of 5.0% would yield between $7.5 million and $16.5 million, with a best estimate of $9.7
million in annual revenue. Applying HdL's recommended “maximum” rate of 6.0% would yield between
S9 million and $19.8 million, with a best estimate of $11.7 million in annual cannabis tax revenue for the
County.

HdL Companies  Fiscal Revenue Analysis of the Commercial Cannabis Industry in the County of Los Angeles Page 21 of 46



In addition, retail cannabis sales would also generate between $1.5 million and $3.3 million in Bradley-

Burns sales tax revenue for the County. These estimates are all shown in Figure 12, below.

Figure 12:

Revenue Projections for Cannabis Retailers

Low "Best" High
Estimate Estimate Estimate

Total County 10,045,420 10,045,420 10,045,420
Population of served cities 5,157,462 5,157,462 5,157,462
Population of unserved cities 3,792,358 3,792,358 3,792,358
Population of unincorportated area 1,095,600 1,095,600 1,095,600
Total unserved population 4,887,958 4,887,958 4,887,958
Leakage to retailers in incorporated cities 50% 50% 50%
Resident population adjusted for leakage 2,443,979 2,443,979 2,443,979
Reduction for limited number of retailers 50% 50% 50%
Resident population adjusted for number of retailers 1,221,990 1,221,990 1,221,990
Percentage of population that uses cannabis 10% 13% 22%
Number of cannabis users 122,199 158,859 268,838
Average transaction amount S73 S73 S73
Transaction frequency (per month) 2 2 2
Monthly gross receipts $17,841,047] $23,193,361| $39,250,303
Annual gross receipts $214,092,560| $278,320,329| $471,003,633
Leakage to black market (30%) $64,227,768] $83,496,099| $141,301,090
Adjusted annual gross receipts $149,864,792| $194,824,230] $329,702,543
Cannabis business tax rate:

4.00% $5,994,592 $7,792,969 $13,188,102

5.00% $7,493,240 $9,741,211| $16,485,127

6.00% $8,991,888 $11,689,454 $19,782,153
Bradley-Burns 1.0% Local Sales Tax $1,498,648 $1,948,242 $3,297,025
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VL. Cannabis Manufacturers

The manufacturing sector is still evolving and expanding, which presents significant opportunities for
innovation, business development and job growth. The range of products being produced includes an
ever-increasing variety of edibles such as candies, cookies, dressings, and infused (non-alcoholic) drinks.
Manufacturers may produce their own extract on site, or they may buy extract from other Type 6 or Type
7 licensees.

Much like any other industry, cannabis manufacturers often depend upon other businesses to supply
them with the various materials or components that go into their final product. These suppliers do not
have to be located in or even near the same jurisdiction as the final manufacturer, and may be located
anywhere throughout the state. In addition, the non-cannabis components of their products, such as
papers, cartridges, packaging and non-cannabis food ingredients can be sourced from other states or even
other countries.

Some manufacturers may handle all steps from extraction to packaging the end product in the form of
vape pens or other such devices. Others may handle only discrete steps, such as making the raw cannabis
concentrate, which is then sold either directly to retailers or to a Type N manufacturer who will package
it into vapor cartridges or other end consumer products. Manufacturers also produce a wide variety of
tinctures, as well as topicals such as cannabis infused lotions, salves, sprays, balms, and oils.

As of February 1, 2022, the Department of Cannabis Control shows 915 cannabis manufacturing licenses
statewide. This is down from 1,029 in 2020, suggesting that the number of such businesses has likely
plateaued somewhat. Of these, 476 are for non-volatile extraction, 198 are for volatile extraction, 161
are for non-extraction manufacturing, 36 are for packaging and labeling, and 41 are for manufacturers
using a shared-use facility'?. These 915 businesses are owned by 888 separate companies.

In its 2017 regulatory impact analysis®, the Manufactured Cannabis Safety Branch (MCSB; now absorbed
in the Department of Cannabis Control) estimated that there may ultimately be as many as 1,000 cannabis
manufacturing businesses in California, employing around 4,140 people. This would indicate an average
of 4 new jobs per manufacturer, though this figure likely varies significantly depending on the size and
nature of each business.

Though the actual number of cannabis manufacturers in California has generally hovered around this
number for the past few years, we believe these figures for both the potential number of cannabis
manufacturing businesses and for the average number of employees are both on the low side. HdL is
aware of individual manufacturers which have over 100 employees. While this may not be the norm, it
demonstrates that individual cannabis manufacturers have the potential to far exceed the MCSB'’s early
predictions.

In addition, some 70% of cities and counties in California continue to ban cannabis businesses outright™,
which greatly limits the size of the overall market available to legal businesses. As more jurisdictions allow
and permit commercial cannabis businesses, the number of cultivators, manufacturers, distributors and
retailers should increase accordingly to supply this growing market. We believe that the number of

12 These manufacturing license types are all defined in Appendix A; Legal and Regulatory Background for California.
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cannabis products manufacturers will continue to grow in parallel and proportion to the size of California’s
legal and licensed cannabis market.

HdL has reviewed pro-formas for numerous cannabis manufacturers seeking permits in counties and cities
throughout California. From our review we have seen a range of gross receipts from around $1 million
to well over $20 million, with an average in the range of $2 million to $3 million.

Figure 12, below, shows the range of cannabis tax revenues that could be generated by licensed cannabis
manufacturers in the unincorporated area of the County applying HdL’'s recommended rates of 2.5% to
4.0% of gross receipts. We have provided a scenario that assumes the County allows and permits 10
cannabis manufacturers, each with average gross receipts of $2.5 million. Again, we emphasize that this
is an average based on a huge range, with some individual manufacturers showing gross receipts of well
over $20 million. We believe the conservative estimates below are more reliable for purposes of revenue
projections.

At HdL’s recommended initial rate of 2.5%, 2 manufacturers could generate $625,000 in cannabis tax
revenue for the County. Applying a tax rate of 3.0%, would generate $750,000 in revenue for the County,
and a tax rate of 4.0% would generate $1,000,000 in annual cannabis tax revenue for the County.

Figure 12:
Cannabis Manufacturers; HdL Recommended Rates
Type 6/7/N/P |# of Licenses| Avg Gross Total Gross Revenue @ Revenue @ Revenue @
Manufacturer Receipts Receipts 2.5% Tax Rate | 3.0% Tax Rate | 4.0% Tax Rate
Scenario 1 10 $2,500,000] $25,000,000 $625,000 $750,000 $1,000,000
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VIl. Cannabis Distributors

Perhaps more than any other part of the cannabis supply chain, distributors are greatly dependent upon
the number and variety of other cannabis business types within their service area. Essentially, distributors
need a certain “critical mass” of other cannabis businesses for them to serve. Because of this, distributors
tend to be located in cities or regions which have an appropriate base of cultivation or manufacturing
businesses to work with, as well as a large surrounding customer base.

As a very general figure, the number of cannabis distributors statewide is roughly 20% of the number of
all other cannabis businesses, combined, or 1 distributor for every 4 other cannabis businesses. In
addition, virtually all licensed microbusinesses in California include distribution as one of their licensed
activities>. We can reasonably extrapolate from this to assume that a similar ratio of distributors to other
businesses is necessary within any defined region.

The business model for distributors is based on a percentage markup on the price paid to their suppliers.
This markup commonly averages 20% to 30%, though this depends upon the actual services being
provided. However, it is important to note that the distributor category may include a variety of services,
not all of which are provided by all licensed distributors. Just over 12% of distributors hold Type 13
licenses that allow self-distribution or transport only. A distributor which is only buying and reselling
cannabis at wholesale may make as little as 10% on a transaction, while a distributor which is purchasing
raw flower and packaging it as pre-rolls for retail sale may make 50% or more on such a value-added
transaction.

Distributors may have annual revenues ranging from less than $1 million to over $70 million. The vast
majority of distributors would fall at the lower end of that range, with those at the high end qualifying as
outliers. While there is not yet an abundance of data to determine the average gross receipts for
distributors, HdL has reviewed a number of pro-formas for distributors seeking licenses in other
jurisdictions. These indicate anticipated gross receipts commonly in the range of $2 million to $3 million
per year, with an average of $2.5 million.

Data from the Department of Cannabis Control shows that there are currently 339 licensed distributors in
the Los Angeles County region and 999 other cannabis businesses, or roughly 1 distributor for every 3
other cannabis businesses, which is significantly higher than the 1-to-4 ratio we commonly see. This
suggests that the region is already well served with cannabis distributors, and that there may not be
immediate demand for additional such businesses. However, as the County and additional cities begin
permitting cannabis businesses in their jurisdictions, we would expect that the number of cannabis
distributors would likely increase over time in proportion to the increase other cannabis business types.

Some portion of these new distributors would likely hold a distribution license as an ancillary activity to
reduce operating costs for their primary business as a cultivator, manufacturer or retailer and to provide
a secondary revenue stream. This would be particularly true in the more remote rural areas of the County,
where allowing a mix of business activities may be the key to business viability.

13 Data as of April 2021. The Department of Cannabis Control has recently changed how it reports this data, which
prevents us from being able to determine the specific types of activities being conducted by microbusinesses.
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Figure 13, below, shows the range of cannabis tax revenues that could be generated by cannabis
distributors in the unincorporated area of the County applying HdL’s recommended rates of 2.0% to 3.0%
of gross receipts. The County has provided direction to allow up to 10 cannabis distributors in the
unincorporated area, which we believe is a reasonable and attainable number. We have estimated
average gross receipts of $2.5 million. Again, we emphasize that this is an average based on a huge range,
with some outliers showing gross receipts in the tens of millions of dollars. While it is certainly possible
such a business may wish to establish itself in the unincorporated area of the County, we believe
conservative estimates below are more reliable.

At HdL's recommended initial rate of 2.0%, 10 distributors located in the unincorporated area could
generate $600,000 in cannabis tax revenue for the County. As with our projections for other license types,
we caution that this the number of businesses and the gross receipts for each will likely take time to
develop. The County should not look at this as a first- or second-year projection.

Figure 13:
Cannabis Distributors; HdL Recommended Rates
Distributors |# of Licenses| Avg Gross Total Gross Revenue @ Revenue @ Revenue @
Receipts Receipts 2.0% Tax Rate |2.5% Tax Rate | 3.0% Tax Rate
Scenario 1 10 $2,000,000] $20,000,000 $400,000 $500,000 $600,000
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VIill.  Cultivation

The State of California has been issuing licenses for cannabis cultivation since January 1, 2018. These
licenses were initially issued by the CalCannabis Division of the California Department of Food and
Agriculture (CDFA) but have since transitioned to the newly-formed Department of Cannabis Control
(DCC). The Standardized Regulatory Impact Assessment prepared for CDFA as a part of its rule-making
process estimated that Californians consume approximately 2.5 million pounds of cannabis per year™i,

As of February 1, 2022, data from the DCC shows 8,494 active cultivation licenses statewide, held by 3,392
distinct businesses®. These licenses cover nearly 2,000 acres of canopy and are capable of producing over
16 million pounds of cannabis per year. Of these, there are 41 businesses that each hold 20 cultivation
licenses or more, and 10 of which hold more than 100 licenses each. The largest of these holds 271
cultivation licenses. Combined, these large cultivators hold 2,840 cultivation licenses, with 657 acres of
canopy capable of producing nearly 3.6 million pounds of cannabis per year. These 41 large cultivators
alone could supply far more cannabis than is consumed by all Californians, combined.

Despite this cultivation capacity, reporting from the California Department of Tax and Fee Administration
(CDTFA) shows that only 2,350,000 pounds of cannabis entered the commercial market in 2020** (the last
year for which data is available), which is very close to the CDFA’s early estimate. The huge difference
between cultivation capacity and the size of the licensed market is difficult to explain. It is believed that
some portion of legally cultivated cannabis is being diverted into the illicit market both within California
and across the country, but the amount and the mechanism for how it is being diverted are unknown.

The cannabis cultivation market in California has far exceeded its saturation point, which suggests that
there is not enough room for those growers already licensed, much less new entrants into the market.
More than any other part of the cannabis industry, entry into the highly competitive cultivation sector can
be filled with risk and requires ample capitalization and a clear strategy to win shelf space. It is not
uncommon for small, independent cannabis producers and manufacturers to have to pay for retail shelf
space just to get their product in front of consumers.

Cannabis cultivation taxes are most commonly assessed on a square-footage basis. As with other cannabis
business types, HdL recommends the County consider tax rates for cultivation that are consistent with
those discussed in Section Ill; Common Cannabis Tax Rates, as shown in Figure 4. Cannabis cultivation
taxes may also be assessed on gross receipts or by weight. Any of these methods can be accommodated,
and each can be adjusted to generate an equivalent amount of revenue. Each method also has its
advantages and disadvantages.

A tax based on square footage can be seen essentially as a tax on area of impact, under the assumption
that the greater the size of the operation, the higher the impact on the surrounding neighborhood and
County services. The tax is on the privilege of being allowed to cultivate a certain square footage, not
upon the amount of cannabis produced or the value of that cannabis.

14 The actual number of distinct businesses is likely somewhat lower, as minor typos or inconsistencies in how a
name is written appear as separate business names in the DCC database.
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A square footage tax has the advantage that the amount of annual tax liability is generally known in
advance by both the County and the tax-paying business, as it is keyed to the permitted amount of
cultivation area. This allows both parties to budget accordingly. Variances in the actual amount of
cultivation area being planted per cycle can be accommodated through advance notification, monitoring
and regular inspections or audits. The amount of tax paid does not automatically increase with inflation,
making it necessary to include a mechanism to adjust the tax rate annually in accordance with the
Consumer Price Index (CPI).

Taxing cannabis cultivation by weight is essentially a tax on production. The tax is on the volume of
product, rather than on the size of the operation or the profits generated. This method assumes that the
volume of cannabis being produced creates a commensurate impact on the community. The State tax
rate for cultivation is set by weight at $10.08 per ounce of dried flower or $3.00 per ounce of dried leaf.
Because these rates are set by weight, rather than as a percentage of price paid, the tax is the same
whether the cultivator is producing commercial-grade cannabis at $300 per pound or top-grade cannabis
at $2,000 per pound. Reporting and remittance for a weight-based tax can be tied to the figures being
reported to the State. As with the square-footage tax, it is necessary to annually adjust the tax rate to
reflect changes in the CPI.

A tax on gross receipts taxes the gross income of the business, not the actual profits. As such, a gross
receipts tax is effectively a tax on conducting business, regardless of the physical size of the operation,
the volume of cannabis being produced, or the profitability of the business. A gross receipts tax has the
advantage of increasing or decreasing in accordance with income and automatically adjusting for inflation.
Because the cannabis industry largely operates on a cash basis, annual financial audits are highly
recommended to ensure that all receipts have been properly reported and all taxes fairly remitted.

Each of these tax methods has advantages and disadvantages for the operator, depending upon the
cultivation methods being used and the price point for the cannabis being produced. Indoor and mixed-
light cultivation are both able to produce multiple harvests per year, while outdoor cultivation only
produces one, so the square footage rates must be adjusted for each. In addition, cannabis grown indoors
tends to demand a higher market price than mixed-light, with outdoor cannabis getting the lowest prices
of the three. This is a factor that should be adjusted for both square footage rates and per-pound rates.

HdL has developed a methodology for comparing tax rates by square footage, gross receipts and by
weight. Though there are numerous variables that can only be determined on a case-by-case basis, this
methodology allows us to determine rates that are generally equivalent regardless of the tax basis being
used. This allows the host jurisdiction to ensure that their cultivation tax rates are generally consistent
with the rates applied by other nearby jurisdictions, even when they are using different taxing methods.

Cultivation yield is generally assumed to average one pound of cannabis flower for every 10 square feet
of cultivation area. This metric is drawn from a 2010 study by the Rand Corporation®™. Though the study
is fairly old for such a young industry, its findings remain generally consistent with more recent studies.
Some cultivation facilities can yield one pound for every eight square feet, and others cite yields that are
much lower (more square feet per pound), but 10 square feet remains a convenient and commonly used
metric which provides for conservative estimates. Using this figure, a 10,000 square foot cultivation
facility operating 4 cycles would produce around 4,000 pounds of cannabis per year.
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The price per pound is conservatively assumed to be $1,000. This figure is somewhat lower than the
current average for indoor-grown cannabis, but there is still great variability in the market and, over the
long term we anticipate that wholesale prices for raw cannabis will continue to decline. Applying this
figure, our 10,000 square foot facility would generate $4 million in gross receipts.

Figure 14 (below) shows how these assumptions can be applied to generate an equivalent tax rate based
on square footage, weight or gross receipts, and the total annual tax that would be paid for a hypothetical
10,000 square feet of cultivation. We have used a base rate of 1.00% of gross receipts for illustration
purposes. The County does not intend to permit outdoor cultivation at this time, so our analysis here is
limited to indoor and mixed-light cultivation, only.

As can be seen, both methods pay the same percentage of gross receipts and the same price per pound,
but the effective tax rate per square foot and the total annual tax paid varies greatly due to the different
number of harvest cycles possible with each method.

Figure 14:

Cultivation Tax Rates Assuming Constant Market Price

A B C D E F G H |
Cultivation | Harvest | Sample Yield @ | Price per Gross Tax Rate | Tax Rate | Tax Rate Total
Type Cycles Area 1lb/10sf| pound Receipts | % Gross per SF  |per Pound| Annual
[Year (sq ft) /cycle Receipts Tax Paid
Indoors 4 10,000 4,000 $1,000| $4,000,000 1.00% $4.00 $10.00 $40,000
Mixed Light 3 10,000 3,000 $1,000| $3,000,000 1.00% $3.00 $10.00] $30,000

As discussed above, the market has generally been awarding a higher price for cannabis grown indoors
than for cannabis grown in mixed-light. Though prices can vary widely, we assume a conservative market
price differential of $1,000 per pound for indoors and $800 for mixed light. When we adjust for this price
differential, the equivalent rates per square foot and per pound both change significantly, as does the
total annual tax paid. This is shown in Figure 15.

Figure 15:
Cultivation Tax Rates Assuming Variable Market Price
A B C D E F G H |
Cultivation | Harvest | Sample Yield @ | Price per Gross Tax Rate | Tax Rate | Tax Rate Total

Type Cycles Area 1lb/10sf| pound Receipts | % Gross per SF  |per Pound| Annual

[Year (sq ft) /cycle Receipts Tax Paid
Indoors 4 10,000 4,000 $1,000| $4,000,000 1.00% $4.00 $10.00] $40,000
Mixed Light 3 10,000 3,000 $800] $2,400,000 1.00% $2.40 $8.00] $24,000

HdL generally recommends that tax rates for indoor cultivation be set at an initial rate of $7 per square
foot (sf) up to a maximum rate of $10 per square foot, with mixed-light cultivation ranging from $4/sf to
$7/sf. We would recommend that square footage taxes be set at initial rates of $7/sf for indoor cultivation
and $4/sf for mixed light. These rates would give an approximate equivalent rate of 1.67% to 1.75% of
gross receipts, as shown in Figure 16, below. We note that these rates do not all result in nice, round
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numbers, but we encourage readers of this report not to dwell upon that detail. As discussed above, there
are many variables in cultivation and it is unlikely that any two cultivators will have exactly the same yield
per square foot or receive exactly the same price per pound for their product.

Figure 16:
Initial Cultivation Tax Rates Assuming Variable Market Price
A B C D E F G H |
Cultivation | Harvest | Sample Yield @ | Price per Gross Tax Rate | Tax Rate | Tax Rate Total
Type Cycles Area 11b/10sf | pound Receipts % Gross per SF |per Pound| Annual
[Year (sq ft) [cycle Receipts Tax Paid
Indoors 4 10,000 4,000 $1,000| $4,000,000 1.75% $7.00 $17.50 $70,000
Mixed Light 3 10,000 3,000 $800] $2,400,000 1.67% $4.00 $13.33] $40,000

Figure 17, below, shows rates based upon $10 per square foot for indoor cultivation and $6 per square
foot for mixed-light. These would give an equivalent rate of approximately 2.50% of gross receipts.

Figure 17:
Maximum Cultivation Tax Rates Assuming Variable Market Price
A B C D E F G H |
Cultivation | Harvest | Sample Yield @ | Price per Gross Tax Rate | Tax Rate | Tax Rate Total
Type Cycles Area 1Ib/10sf | pound Receipts % Gross per SF |per Pound| Annual
[Year (sq ft) [cycle Receipts Tax Paid
Indoors 4 10,000 4,000 $1,000| $4,000,000 2.50% $10.00 $25.00] $100,000
Mixed Light 3 10,000 3,000 $800] $2,400,000 2.50% $6.00 $20.00] $60,000

Maximum rates exist primarily to provide an upper limit for the purposes of the cannabis tax ballot
measure and are not intended as a target to be achieved. The maximum rates are provided to allow for
future scenarios where the higher rates may be appropriate based upon changes in the marketplace. For
this reason, we recommend that the maximum rate be based upon the constant market price scenario
where all cultivation types receive the same price for their product. Essentially, the initial rates should be
set to reflect current market conditions, while the maximum rates should be adequate to allow for
unforeseeable future market conditions. We recommend that the maximum square footage rates for
cultivation be set at $10/sf for indoor and $7/sf for mixed light as shown in Figure 18.

Figure 18:
Maximum Cultivation Tax Rates Assuming Constant Market Price
A B C D E F G H |
Cultivation | Harvest | Sample Yield @ | Price per Gross Tax Rate | Tax Rate | Tax Rate Total
Type Cycles Area 1lb/10sf| pound Receipts % Gross per SF  |per Pound| Annual
[Year (sq ft) [cycle Receipts Tax Paid
Indoors 4 10,000 4,000 $1,000| $4,000,000 2.50% $10.00 $25.00] $100,000
Mixed Light 3 10,000 3,000 $1,000] $3,000,000 2.33% $7.00 $23.33 $70,000
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For purposes of revenue projections, we have provided a scenario where the 10 permits to be issued by

the County are divided between 5 licenses for medium indoor cultivation (Type 3A) and 5 licenses for

medium mixed-light cultivation (Type 3B). The Type 3A indoor and Type 3B mixed-light cultivation licenses

are allowed to cultivate up to 22,000 square feet of canopy.

Multiplying by the number of licenses gives a total cultivation area of 110,000 square feet of canopy each

for mixed-light and indoor cultivation, for a total of 220,000 square feet. Applying HdL's recommended
initial tax rates of $4.00/sf for mixed light and $7.00/sf for indoor would yield a total of $1,210,000 in
annual cannabis tax revenue for the County. Applying medium rates of $5.50/sf and $8.50/sf, respectively,
would generate up to $1,540,000, and HdL’s maximum rates of $7.00/sf and $10/sf would generate up to
$1,870,000 in annual revenue for the County. These revenues are shown in Figures 19, 20 and 21, below.

HdL Companies

Figure 19:
Cannabis Cultivation; HdL Initial Rate
Cultivation # of Avg. Square | Total Square | Tax Rate per Total Tax
Type Sites Footage Footage Square Foot Revenue
Indoor 5 22,000 110,000 $7.00 $770,000
Mixed Light 5 22,000 110,000 $4.00 $440,000
Total 10 220,000 $1,210,000
Figure 20:
Cannabis Cultivation; HdL Medium Rate
Cultivation #of | Avg.Square | Total Square | Tax Rate per Total Tax
Type Sites Footage Footage Square Foot Revenue
Indoor 5 22,000 110,000 $8.50 $935,000
Mixed Light 5 22,000 110,000 $5.50 $605,000
Total 10 220,000 $1,540,000
Figure 21:
Cannabis Cultivation; HdL Maximum Rate
Cultivation # of Avg. Square | Total Square | Tax Rate per Total Tax
Type Sites Footage Footage Square Foot Revenue
Indoor 5 22,000 110,000 $10.00 $1,100,000
Mixed Light 5 22,000 110,000 $7.00 $770,000
Total 10 220,000 $1,870,000
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IX. Testing Laboratories

As of February 1, 2022, the Department of Cannabis Control has issued 43 licenses for cannabis testing
laboratories in California. These laboratories tend to be located in areas with a large amount of
commercial cannabis activity. Data from the DCC shows 6 testing laboratories located in the City of Los
Angeles, 5 in Long Beach, 2 in Monrovia and 1 in Pasadena. Nearby, there are 5 testing labs in Orange

County (3 in Irvine and 2 in Santa Ana) and 2 in Cathedral City in Riverside County.

The Medical and Adult Use Cannabis Regulation and Safety Act (MAUCRSA) requires that all dried cannabis
flower or leaf must be tested for tetrahydrocannabinol (THC) and cannabidiol (CBD) content,
contaminants, impurities and other factors before it can be sold to a manufacturer, distributor, dispensary
or end user. Batch testing for raw cannabis requires a 2.3 gram sample per pound, which works out to a
loss of 0.5% of the volume (the sample must be destroyed after testing). DCC regulations limit the
maximum batch size to no more than 10 pounds. The costs for all of the tests as required under MAUCRSA
have not yet settled into a clear norm, but an online survey of a number of cannabis testing facilities in
California suggest an average of $750 per 10-pound batch, or $75 per pound, which equals 7.5% of the
$1,000 per pound price. The cost and loss of product amount to an additional 8% cost to the product
which, when added to the cultivation tax, excise tax and any local taxes, helps push the cumulative tax
rate towards 30%.

Testing is a semi-regulatory function mandated by the State to protect consumer health and safety, and
which amounts to a State-imposed cost on the product. Unlike cultivation or manufacturing, testing does
not create product or add value to the product, and unlike distributors or retailers, the testing laboratory
MAUCRSA requires that testing
laboratories be completely independent from any other cannabis business, and prevents them from

is prohibited from having any ownership interest in the product.

benefitting from, or having any interest in, the results of the test or the value of the product. In this way,
testing laboratories are categorically different from any other cannabis business type. An analogy might
be an independent auto shop that does State mandated smog tests for used car dealerships. They
perform the test to State standards for a given price, but they don’t benefit in any way from the sale of

the car, or from its sale price.

HdL generally recommends that cannabis testing laboratories be taxed at a rate of 1% up to 2% of gross
receipts. However, given the semi-regulatory function they provide, some cities and counties have chosen
not to apply a tax to testing facilities.

Pro formas reviewed by HdL suggest average gross receipts of $2,000,000 for testing laboratories. Below
we have shown the amount of revenue that could potentially be generated from 1 facility, though we
would recommend that the County should not anticipate any testing laboratories for purposes of revenue
projections, as there are already 14 located in various cities within the County.

Figure 22:
Cannabis Testing Laboratories; HdL Recommended Rates
Testing # of Licenses| Avg Gross Total Gross Revenue @ Revenue @ Revenue @
Laboratories Receipts Receipts 1.0% Tax Rate |1.5% Tax Rate | 2.0% Tax Rate
Scenario 1 1 $2,000,000 $2,000,000 $20,000 $30,000 $40,000
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A. Legal and Regulatory Background for California

The legal and regulatory status of cannabis in the State of California has been continually evolving ever
since the passage of Proposition 215, the Compassionate Use Act of 1996 (CUA), which de-criminalized
the use, possession and cultivation of cannabis for qualifying patients and their primary caregivers when
such use has been recommended by a physician. The CUA did not create any regulatory program to guide
implementation, nor did it provide any guidelines for local jurisdictions to establish their own regulations.
The lack of legal and regulatory certainty for medical marijuana (or cannabis) continued for nearly 20
years, until the passage of the Medical Cannabis Regulation and Safety Act (MCRSA) in October of 2015.
MCRSA created a State licensing program for commercial medical cannabis activities, while allowing
counties and cities to maintain local regulatory authority. MCRSA required that the State would not issue
a license without first receiving authorization by the applicable local jurisdiction.

On November 8, 2016, the voters of the State of California approved Proposition 64, the Adult Use of
Marijuana Act (AUMA), which allows adults 21 years of age or older to legally grow, possess, and use

IM

marijuana for personal, non-medical “adult use” purposes, with certain restrictions. AUMA requires the
State to regulate non-medical marijuana businesses and tax the growing and selling of medical and non-
medical marijuana. Cities and counties may also regulate non-medical marijuana businesses by requiring
them to obtain local permits or restricting where they may be located. Cities and counties may also
completely ban marijuana related businesses if they so choose. However, cities and counties cannot ban
transport of cannabis products through their jurisdictions, nor can they ban delivery of cannabis by

licensed retailers to addresses within their jurisdiction (added later through regulations).

On June 27, 2017, the Legislature enacted SB 94, which repealed MCRSA and incorporated certain
provisions of MCRSA into the licensing provisions of AUMA. These consolidated provisions are now known
as the Medicinal and Adult-Use Cannabis Regulation and Safety Act (MAUCRSA). MAUCRSA revised
references to “marijuana” or “medical marijuana” in existing law to instead refer to “cannabis” or
“medicinal cannabis,” respectively. MAUCRSA generally imposes the same requirements on both
commercial medicinal and commercial adult-use cannabis activity, with certain exceptions. MAUCRSA
also made a fundamental change to the local control provisions. Under MCRSA, an applicant could not
obtain a State license until they had a local permit. Under MAUCRSA, an applicant for a State license does
not have to first obtain a local permit, but they cannot be in violation of any local ordinance or regulations.
The State licensing agency shall contact the local jurisdiction to see whether the applicant has a permit or
is in violation of local regulations, but if the local jurisdiction does not respond within 60 days, then the
applicant will be presumed to be in compliance and the State license will be issued.

MAUCRSA authorizes a person to apply for and be issued more than one license only if the licensed
premises are separate and distinct. With the passage of AB 133 in 2017, a person or business may co-
locate multiple license types on the same premises, allowing a cultivator to process, manufacture or
distribute their own product from a single location. This includes the allowance to cultivate, manufacture,
distribute or sell cannabis for both medical and adult use from a single location. Licensees of cannabis
testing operations may not hold any other type of license. However, these allowances are still subject to
local land use authority, so anyone seeking to operate two or more license types from a single location
would be prohibited from doing so unless local regulations allow both within the same zone.
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The table below provides a detailed overview of the license types available under California’s cannabis

regulations:
State Cannabis Business License Types
Type Activity Description Details Notes
1 Cultivation Outdoor; Specialty, Small Up to 5,000 sf, or 50 plants on non- A B
contiguos plots
1A Cultivation Indoor; Specialty, Small 501 sf - 5,000 sf A B
1B Cultivation Mixed-Light; Specialty, Small 2,501 sf - 5,000 sf A B
1C Cultivation Outdoor/indoor/mixed; Specialty |Up to 25 plants outdoor; up to 2,500 sf A B
Cottage, Small mixed light; up to 500 sf indoor
2 Cultivation Outdoor; Small 5,001 sf - 10,000 sf A B
2A Cultivation Indoor; Small 5,001 sf - 10,000 sf A B
2B Cultivation Mixed Light, Small 5,001 sf - 10,000 sf A B
3 Cultivation Outdoor; Medium 10,001 sf - one acre A B, C
3A Cultivation Indoor; Medium 10,001 sf - 22,000 sf A B, C
3B Cultivation Mixed-Light; Medium 10,001 sf - 22,000 sf A B,C
4 Cultivation Nursery A B
- Cultivation Processor Conducts only trimming, drying, curing, A B, E
grading and packaging of cannabis
5 Cultivation Outdoor; Large Greater than 22,000 sf A,B,D
5A Cultivation Indoor; Large Greater than 22,000 sf A B,D
5B Cultivation Mixed-Light; Large Greater than 22,000 sf A B,D
6 Manufacturer 1 |Extraction; Non-volatile Allows infusion, packaging and labeling A B
7 Manufacturer 2 |Extraction; Volatile Allows infusion, packaging and labeling, AB
plus non-volatile extraction
N Manufacturer Infusion for Edibles, Topicals No extraction allowed A B, E
P Manufacturer  |Packaging and Labeling No extraction allowed A, B E
S Manufacturer  |Shared-use manufacturer Manufacturing in a shared-use facility A, B E
8 Testing Shall not hold any other license type A
9 Retailer Non-storefront retail delivery Retail delivery without a storefront AF
10 Retailer Retail sale and delivery A B
11 Distributor A B
12 Microbusiness |Cultivation, Manufacturer 1, < 10,000 sf of cultivation; must meet A B
Distributor and Retailer requirements for all license types
A All license types valid for 12 months and must be renewed annually
B All license types except Type 8 Testing must be designated "A" (Adult Use), "M" (Medical) or "A/M"
C CDFA shall limit the number of licenses allowed of this type
D No Type 5 licenses shall be issued before January 1, 2023
E Established through rulemaking process
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AUMA, and its successor MAUCRSA, required three state agencies, the Bureau of Cannabis Control, the
California Department of Food and Agriculture, and the California Department of Public Health, to permit
commercial cannabis licensees and to adopt regulations for the cannabis industry. On January 16, 2019,
all three agencies announced that the state's Office of Administrative Law officially approved state
regulations, which took immediate effect and replaced emergency regulations that had been in effect
since 2017. The final regulations were largely similar to the emergency regulations, but somewhat
controversially, Section 5416(d) of the Bureau of Cannabis Control regulations authorizes deliveries of
cannabis products into any city or county in the state, even if a city or county has banned commercial
deliveries.

On July 12, 2021, Governor Gavin Newsom signed AB 141 into law, which consolidated the Bureau of
Cannabis Control, the California Department of Food and Agriculture’s CalCannabis Division, and the
California Department of Public Health’s Manufactured Cannabis Safety Branch into a single agency, now
called the Department of Cannabis Control.
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B. State Tax Considerations

To determine what local tax rates might be most appropriate, they must be considered in the context of

other taxes imposed by the State. Any local taxes will be in addition to those taxes applied through the

Adult Use of Marijuana Act (AUMA), which imposes both a 15% excise tax on purchases of cannabis or

cannabis products and a separate cultivation tax on harvested cannabis that enters the commercial

market, as well as sales tax. Taxes are most commonly expressed as a percent of price or value, so some

method of conversion is necessary to allow development of an appropriate cultivation tax based on square

footage.

The State tax rate for
cultivation is set at $10.08
per ounce of dried flower or
$3.00 per ounce of dried
leaf. Because these rates
are set per ounce, rather
than as a percentage of price
paid, the tax is the same
whether the cultivator is
producing commercial-
grade cannabis at $500 per

top-grade
$2,500 per

The cultivator is

pound or
cannabis at
pound.

generally responsible for
payment of the tax, though
that responsibility may be
passed along to either a
manufacturer or distributor
via invoice at the time the
product is first sold or
transferred. The distributor
is responsible for collecting
the tax from the cultivator
the

and

upon entry into

commercial market,
remitting it to the California
Department of Tax and Fee

Administration.

Cumulative Cannabis Taxes

Category Amount Increase | Cumulative Price
Producer Price $1,000 $1,000 $1,000
State Cultivation Tax, per oz. $10.08 $161 $1,161
Local Tax 2.50% $25 $1,186
Batch Testing $75/Ib, + 0.75% S75 $1,261
Wholesale Price w/ Taxes $1,261
Total Tax at Wholesale $261
Tax as % 26.13%
Distributor Markup 20.00% $252 $1,514
Local Tax 2.00% S30 $1,544
Total Distributor Price $1,544
Total Taxes at Distributor $292
Total Tax as % 18.89%
Retailer Markup 100.00% $1,544 $3,088
Local Tax 4.00% $124 $3,211
State Excise Tax 15.00% $463 $3,674
Total Retailer Price $3,674
Total Taxes at Retail 5878
Total Tax as % 23.90%
CA Sales Tax (non-medical) 6.25% $230 $3,904
Local Sales Taxes 3.25% $119 $4,023
Total Taxes at Retail $1,227
Total Tax as % 30.50%
Total Local Tax 7.41% $298.19

The cultivation tax of $10.08 per ounce of dried flower is equivalent to $161 per pound

. Just 2 years ago,

HdL would have assumed an average wholesale market price for dried flower of around $1,500 per pound,

which would make that $161 equal to roughly 11% of value. Since then, however, prices have plummeted.
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Competitive market forces enabled by legalization have brought the average price for indoor cannabis
down to around $1,000 per pound, or even less (cannabis prices vary greatly based on product quality).

Conversations with cannabis industry trade groups suggest that the cumulative tax rate on the end
product should remain at or below 30%. Higher rates create too much price disparity between legal and
illegal cannabis, making it harder for the regulated industry to compete with the illicit market. Higher
local tax rates can also make a county or city less attractive to the industry, especially for manufacturers
and distributors, which have greater flexibility in choosing where to locate. We believe that setting rates
that adhere to this 30% rule will help keep the local cannabis industry competitive with other cultivators
across California, thus encouraging the transition to a legal industry.

The above table shows how the cumulative tax rate on adult-use cannabis builds as the product moves
towards market. The value of the product increases as it moves through the supply chain towards market,
with manufacturers, distributors and retailers each adding their own markup. Testing laboratories do not
add a direct markup to the product, but the cost of testing and the loss of a small test sample can add
around $75 per pound. Any or all of these activities may be taxed.

This model assumes a hypothetical case where cultivation, manufacturing, testing, distribution and retail
sale all happen within the same jurisdiction and are thus all subject to that jurisdiction’s tax rates. In
actuality, this is unlikely to be the case. Manufacturers may work with product purchased from anywhere
in California, and may sell their product to retailers elsewhere, as well. The cumulative tax burden for any
product at retail sale will almost always include a variety of tax rates from numerous jurisdictions.
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C. State and Local Tax/Fee Burden on Cannabis Cultivation

There has been much public discussion over the past six months or so regarding high cannabis cultivation
tax rates imposed by local jurisdictions across the state. HdL has examined the issue to determine the
degree to which the setting or adjusting of local cultivation tax rates can provide meaningful and equitable
tax relief to cannabis cultivators.

The 3 scenarios below are provided to show how State and local taxes and fees combine to create an
overall tax burden on cannabis cultivation and to illustrate the portion of the overall tax/fee burden that
is within the control of the local jurisdiction. These scenarios both consider a hypothetical 10,000 square
feet of cultivation area using our standard assumptions for the number of harvests per year, product yield
and price. We assume that outdoor cultivation will achieve 1 harvest cycle per year, mixed-light cultivation
will achieve 3 harvests, and indoor cultivation will achieve 4. Yield assumes that all cultivation types will
yield 1 pound of dried flower for every 10 square feet of canopy. We note that these are all general
assumptions, provided only for purposes of comparison.

Scenario 1; High Tax Rates with a Constant Market Price

Scenario 1, below, assumes that all cultivation types will achieve the same $1,000 per pound wholesale
market price (“constant market price”). This is shown in Column D. Under this scenario, 10,000 square
feet of indoor cultivation would generate gross receipts of $4 million, 10,000 square feet of mixed-light
cultivation would generate $3 million, and 10,000 square feet of outdoor cultivation would generate $1
million (Column E).

In Column F we have applied separate square-footage tax rates for each cultivation type ($3/sf for
outdoor, $9/sf for mixed-light, and $12/sf for indoor) that are simple multiples of the number of harvests
we have allowed for each. These rates give a total tax paid of $30,000 for outdoor cultivation, $90,000 for
mixed-light and $120,000 for indoor (Column G). Assuming a constant market price of $1,000 per pound,
the equivalent gross receipts tax rate would be 3.0% for all cultivation types (Column I).

Scenario 1; High Rates w/ Constant Market Price
A B C D E F G H |

Cultivation | Harvest | Sample | Yield @ | Price per Gross Tax Rate Total Tax Rate | Tax Rate

Type Cycles Area 11b/10sf | pound Receipts per SF Annual |per Pound| % Gross

[Year (sq ft) /cycle Tax Paid Receipts
Indoors 4 10,000 4,000 $1,000] $4,000,000 $12.00] $120,000 $30.00 3.00%
Mixed Light 3 10,000 3,000 $1,000] $3,000,000 $9.00] $90,000 $30.00 3.00%
Outdoors 1 10,000 1,000 $1,000| $1,000,000 $3.00] $30,000] $30.00 3.00%

In the second table, below, we have calculated the total state and local taxes and annual license fees for
each cultivation type. The State’s cultivation tax of $10.08 per pound of dried flower equals $161.28 per
pound. We have applied this to our assumed yield in the upper table to show the State tax paid for each
cultivation type (Column J). In Column K we have added the Department of Cannabis Control’s annual
license fees, which produces a total State tax/fee burden of $166,100 for outdoor, $495,640, for mixed-
light and $680,530 for indoor, as shown in Column L.
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In Column N we have assumed a general average of $22,000 for the annual permit fees from the local
jurisdiction. Annual permit fees vary greatly from jurisdiction to jurisdiction, with a range from under
$3,000 to nearly $150,000, but the most common range is between $15,000 and $30,000. Removing the
outliers gives an average of $22,000. Combined with the annual tax paid (from Column G in the first table),
the total local tax/fee burden ranges from $52,000 to $142,000, as shown in Column O.

Scenario 1; Combined State and Local Tax/Fee Burden
J K L M N 0o P Q R S T U
Cultivation State State State Local Local Local Total Total Gross Total State Local Local % of
Type Cultivation | Annual |Taxes and | Cultivation| Annual Taxes and | Taxes and Receipts | Taxes/Fees | Taxes/Fees | Taxes/Fees Total

Tax Paid @ |License Fee| Fees; Tax License Fee Fees; Fees (Column E) | as % Gross | as % Gross | as % Gross | Tax/Fee

$10.08/0z Total [(Column G) Total Receipts Receipts Reciepts Burden
Indoors $645,120 $35,410] $680,530] $120,000 $22,000] $142,000] $822,530| $4,000,000 20.56% 17.01% 3.55% 17.26%
Mixed Light $483,840 $11,800] $495,640 $90,000 $22,000] $112,000] $607,640| $3,000,000 20.25% 16.52% 3.73% 18.43%
Outdoors $161,280 $4,820] $166,100 $30,000 $22,000 $52,000] $218,100| $1,000,000 21.81% 16.61% 5.20% 23.84%

The total State and local tax/fee burden ranges from $218,100 for outdoor cultivation up to $607,640 for
mixed-light and $822,530 for indoors (Column P). Expressed as a percentage of gross receipts (from
Column E in the first table), the total State and local tax/fee burden runs from 20.25% for mixed-light, to
20.56% for indoor and 21.81% for outdoor (Column R).

From this overall tax/fee burden, we can determine the portion of that burden that is due to local taxes
and fees and, thus, the portion that the local jurisdiction has the ability to control or reduce in an effort
to provide relief for cannabis cultivators. For outdoor cultivation, State taxes and fees total 16.61% of
gross receipts (Column S) while local taxes and fees equal just 5.20% (Column T). Expressed another way,
local taxes and fees make up 23.84% of the total tax fee burden (Column U), with State taxes and fees
accounting for the rest.

For mixed-light cultivation, State taxes and fees total 16.52% of gross receipts while local taxes and fees
equal 3.73%, accounting for 18.43% of the total State/local tax fee burden. For indoor cultivation, State
taxes and fees equal 17.01% of gross receipts, while local taxes and fees make up just 3.55%, or just
17.26% of the overall tax/fee burden. In short, even with a relatively high square footage tax rates as used
in this scenario, the local jurisdiction only has influence over roughly 17% to 24% of the total tax/fee
burden. Up to 83% of the total tax/fee burden is imposed by the State and is thus beyond the control of
the local jurisdiction.

Scenario 2; High Tax Rates with a Varying Market Price

Scenario 2 maintains the same assumptions for number of harvests and yield, and the same square-
footage tax rates as in Scenario 1. The only variable we have changed is the market price per-pound of
cannabis produced by each cultivation method (Column D). Outdoor cannabis achieves the same $1,000
per-pound rate as in Scenario 1, while mixed-light achieves $800 per pound and outdoor fetches just S600
per-pound (“varying market price”). This is a very general price spread that more accurately reflects
current market conditions, though we note that actual prices can vary widely depending on THC content,
quality, consistency and numerous other factors. All other inputs for taxes and fees remain the same.

As can be seen in the table below, this difference in market price has no change on the annual tax paid
under a square footage tax rate. However, the equivalent rate as a percentage of gross receipts changes
dramatically, as both mixed-light and outdoor are now paying the same amount of tax on a lower amount
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of gross receipts (Column E). The equivalent gross receipts rate for indoor remains the same at 3.00%,

while the equivalent rate for mixed-light climbs to 3.75% and the equivalent rate for outdoor moves up
to 5.00% (Column 1).

Scenario 2; High Rates w/ Varying Market Price
A B C D E F G H |

Cultivation | Harvest | Sample Yield @ | Price per Gross Tax Rate Total Tax Rate | Tax Rate

Type Cycles Area 11b/10sf | pound Receipts per SF Annual |per Pound| % Gross

/Year (sq ft) /cycle Tax Paid Receipts
Indoors 4 10,000 4,000 $1,000| $4,000,000 $12.00| $120,000 $30.00 3.00%
Mixed Light 3 10,000 3,000 $800| $2,400,000 $9.00 $90,000 $30.00 3.75%
Outdoors 1 10,000 1,000 $600 $600,000 $3.00 $30,000 $30.00 5.00%

All State and local taxes and fees remain the same, as these are not tied to the business’ gross receipts.
Since the price per pound for indoor cultivation has not changed in this scenario, there is no change to
the tax/fee burden. For mixed-light and outdoor cultivation, however, the impact of those taxes and fees
as an equivalent percentage of gross receipts changes significantly. The total tax/fee burden as a
percentage of gross receipts rises to 25.32% for mixed-light and to 36.35% for outdoor cultivation (Column
R). The State tax/fee burden rises to 20.65% for mixed-light cultivation and 27.68% for outdoor (Column
S), while the local tax/fee burden rises to 4.67% for mixed-light and 8.67% for outdoor (Column T). The
percentage of the total tax/fee burden that is due to local taxes and fees (Column U) remains unchanged,
as the rates have not changed in this scenario, only the relative price per pound.

Scenario 2; Combined State and Local Tax/Fee Burden

L M N o P Q P Q R S T U
Cultivation State State State Local Local Local Total Total Gross Total State Local Local % of
Type Cultivation | Annual |Taxes and | Cultivation| Annual Taxes and | Taxes and Receipts | Taxes/Fees | Taxes/Fees | Taxes/Fees Total

Tax Paid @ |License Fee| Fees; Tax License Fee Fees; Fees (Column E) | as % Gross | as % Gross | as % Gross | Tax/Fee

$10.08/0z Total [(Column G) Total Receipts Receipts Reciepts Burden
Indoors $645,120 $35,410] $680,530] $120,000 $22,000] $142,000] $822,530| $4,000,000 20.56% 17.01% 3.55% 17.26%
Mixed Light $483,840 $11,800] $495,640 $90,000 $22,000] $112,000] $607,640| $2,400,000 25.32% 20.65% 4.67% 18.43%
Outdoors $161,280 $4,820] $166,100 $30,000 $22,000 $52,000] $218,100] $600,000 36.35% 27.68% 8.67% 23.84%

Scenario 3; Low Tax Rates with a Varying Market Price

Scenario 3 maintains the same assumptions for number of harvests and yield, and the same varying
market prices as described in Scenario 2 but applies a much lower range of square footage tax rates
(Column F). We have reduced the rates to $4/sf for indoor cultivation, $3/sf for mixed-light and $1/sf for
outdoor. These rates cleanly match the average number of harvest cycles per year for each cultivation
type. Asshown in the table below, the total annual tax paid (Column G) drops to $40,000 for 10,000sf of
indoor cultivation, $30,000 for mixed-light, and $10,000 for outdoor. The equivalent gross receipts tax
rate drops to 1.00% for indoor, $1.25 for mixed-light and $1.67 for outdoor (Column I).

Scenario 3; Low Rates w/ Varying Market Price
A B C D E F G H |

Cultivation | Harvest | Sample | Yield @ | Price per Gross Tax Rate Total Tax Rate | Tax Rate

Type Cycles Area 1Ib/10sf | pound Receipts per SF Annual |per Pound| % Gross
/Year (sq ft) [cycle Tax Paid Receipts
Indoors 4 10,000 4,000 $1,000[ $4,000,000 $4.00] $40,000 $10.00 1.00%
Mixed Light 3 10,000 3,000 $800| $2,400,000 $3.00] $30,000 $10.00 1.25%
Outdoors 1 10,000 1,000 $600 $600,000 $1.00 $10,000 $10.00 1.67%
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These lower rates bring the overall tax/fee burden down by around 2% to 3%, compared to Scenario 2.
For indoor cultivation, the total tax fee burden drops to 18.56%, for mixed-light, the burden drops to
22.82% and for outdoor it drops to 33.02% (Column R). Even with the local rates being based on the
number of harvests per year, the tax burden still has an unequal impact, particularly on outdoor
cultivation. This is due to portion of that burden that comes from State taxes and fees, which remains at
17.01%, 20.65% and 27.68% for indoor, mixed-light and outdoor, respectively (Column S). The total local
tax/fee burden as a percentage of gross receipts drops to just 1.55% for indoor cultivation, 2.17% for
mixed-light and 5.33% for outdoor. The uneven burden across the cultivation types is due to the annual
fees, which in these scenarios remain constant regardless of cultivation type. Local taxes and fees make
up 8.35% of the total tax/fee burden for indoor cultivation, 9.50% for mixed-light and 16.15% for outdoor.
From 84% to 92% of the total tax/fee burden is due to taxes and fees imposed by the State of California.

Scenario 3; Combined State and Local Tax/Fee Burden
L M N o P Q P Q R S T U
Cultivation State State State Local Local Local Total Total Gross Total State Local Local % of
Type Cultivation | Annual |Taxes and | Cultivation| Annual Taxes and | Taxes and Receipts | Taxes/Fees | Taxes/Fees | Taxes/Fees Total

Tax Paid @ |License Fee| Fees; Tax License Fee Fees; Fees (Column E) | as % Gross | as % Gross | as % Gross | Tax/Fee

$10.08/0z Total |(Column G) Total Receipts Receipts Reciepts Burden
Indoors $645,120 $35,410] $680,530 $40,000 $22,000 $62,000 $742,530] $4,000,000 18.56% 17.01% 1.55% 8.35%
Mixed Light $483,840 $11,800] $495,640 $30,000 $22,000 $52,000 $547,640| $2,400,000 22.82% 20.65% 2.17% 9.50%
Outdoors $161,280 $4,820] $166,100 $10,000 $22,000 $32,000 $198,100 $600,000 33.02% 27.68% 5.33% 16.15%

Conclusion

This analysis was provided to show how State and local taxes and fees combine to create an overall tax
burden on cannabis cultivation and to illustrate the portion of the overall tax/fee burden that is within
the control of the local jurisdiction. We have provided 3 scenarios employing only 2 variables: tax rates
per square foot and the market price per pound. These scenarios demonstrate that the taxes and fees
imposed by the State of California account for as much as 92% of the overall tax/fee burden for cannabis
cultivators. Even when the local jurisdiction imposes relatively high taxes, the State’s portion of the overall
tax/fee burden on cannabis cultivators still exceeds 75%. Given this, the amount of tax relief that can be
offered by a city or county is limited.

In addition, fees must be set to accurately reflect the actual cost to the local government of regulating the
cannabis business. A reduction in fees must be accompanied by a commensurate reduction in staff time
or other county/city costs, which generally means less regulatory oversight of the business. Otherwise,
any reduction in fees would result in regulatory costs being paid out of the general fund and, thus, borne
by the taxpayers, generally, rather than by the business that benefits from the service provided. Given
this, the local jurisdiction’s ability to provide relief is limited further still, to only that portion of the overall
State and local tax/fee burden that is comprised of local cannabis taxes.

This analysis also shows the importance of setting cultivation tax rates that are equitable for the various
cultivation types. Outdoor cultivation, in particular, is limited to only a single harvest per year and
generally receives a significantly lower wholesale price per pound. Both of these factors must be
considered when setting square footage tax rates to keep the equivalent rates as a percentage of gross
receipts similar.
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D. Fiscal Impacts and Fees

HdL has prepared this fiscal impact study to provide a general discussion of the County costs that may be
associated with the permitting, regulatory monitoring and enforcement of cannabis businesses. This study
is intended to inform the County’s decision making regarding the development of a cannabis regulatory
and tax program by giving an overview of the types of costs that may be incurred, including those costs
from exploration and development of the cannabis regulatory program, costs from a review and selection
process for cannabis business applicants, land use entitlements and building permits, environmental
review where necessary, regulatory monitoring, permit renewals, and any enforcement actions or
appeals.

Along with generating revenues through a cannabis business tax, commercial cannabis businesses also
bring certain costs to the host jurisdiction due to the staff time and other expenses associated with the
permitting, regulation and enforcement of those businesses. In developing a cannabis regulatory
program, the County should anticipate these costs and develop cost recovery fees adequate to cover all
direct County costs.

The County of Los Angeles is still in the exploratory phase of developing its cannabis regulatory and tax
program. It is currently unknown which (if any) commercial cannabis business types will be allowed, or
how many, or in what locations, or with what level of regulatory restrictions and oversight. It is also
unknown the level to which the County may want to provide relief from certain regulatory costs for social
equity applicants. Given this, it is not yet possible to know the details of the County’s application review
and selection process, the array of businesses that may need to be permitted and regulated, the level of
regulatory oversight desired by the County and other important factors necessary for determining the
actual permitting and regulatory fees that will be needed.

Recoverable costs may include, but are not limited to, any or all of the following:

e Costs associated with the development of a commercial cannabis regulatory program:
Initial outreach and exploration

Ordinance development

Environmental review

Meeting costs and development of staff reports and other materials
Consultant costs

Development of application procedures and guidelines

Development of appropriate fees

O O O O O O O

Development of regulatory protocols and administrative procedures

e Costs associated with the review and permitting of individual cannabis businesses:
Development of an RFP for cannabis businesses (if utilized)

Conducting application reviews and applicant interviews

Background checks

Land use permitting and entitlements, including CUP hearings if needed
Processing building permits

Pre-license inspections

O O O O O O

Consultant costs associated with any of the above
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e Costs associated with ongoing monitoring and permit renewals:
o Regulatory compliance inspections (may be conducted annually or semi-annually)
o Other routine inspections that may be required (environmental health, fire
department, etc.)
Annual revenue audits to ensure proper reporting and remittance of taxes
Permit renewal processing
Program administration

e Costs associated with mitigating external impacts to the community or the environment:
o Trafficimpacts
o Odor, noise or lighting impacts
o Social or public health impacts, where a clear nexus can be established

e Costs associated with enforcement and appeals:

o Regulatory enforcement of any findings of non-compliance

o Processing and conducting any appeals of enforcement actions

o Law enforcement actions where necessary
These various costs may be recovered through a variety of fees. In general, costs are assigned to the
person or business entity that benefits from the service being provided by the County. The beneficiary
varies among the many policy development and regulatory activities described above. Development of
the regulatory program benefits those who are allowed to operate a business that would otherwise be
prohibited. Processing of applications and land use permits benefits the applicant or proposed business.
The cost of monitoring existing businesses for compliance and processing permit renewals benefits the
business as it allows them to continue to operate.

Fees are generally divided into a number of categories including initial application fees, permitting and
land use entitlement fees, and annual permit renewal fees which may include costs for compliance
inspections and annual revenue audits to ensure the business is reporting and remitting the proper
portion of gross receipts. Each of these general categories may include a number of individual fees to
cover distinct costs or services, not all of which would be applied in every case. These costs all vary from
jurisdiction to jurisdiction, depending upon a variety of factors specific to each city or county.

Initial application fees can vary greatly depending upon the details of the application process required by
the jurisdiction. Some cities or counties choose not to limit the number of cannabis businesses or to
process applications on a “first-come, first-served” basis. Others may solicit applications for a limited
number of permits, which will then be reviewed on either a quality assurance (pass/fail) basis or merit-
based (high-low score) basis. Final selection of permittees may be done through either a discretionary
process or via lottery, where permittees are chosen at random from a pool of all qualifying applicants.

Once applicants have been selected to move forward into the permitting process, the land use entitlement
and building permit process is no different than it would be for other, similar businesses. The amount of
County staff time (and thus the cost) may vary greatly depending upon the specific location, needed
construction or tenant improvements and other building requirements.

Annual permit fees vary greatly from jurisdiction to jurisdiction, based upon the desired level of regulatory
oversight and administration. Jurisdictions may require that businesses submit to one or more regulatory
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compliance inspections per year, as well as annual cannabis revenue audits to ensure the business is
reporting and remitting the proper portion of gross receipts to the host city or county. In addition, some
jurisdictions choose to place certain regulatory roles within law enforcement, which may include POST
certified officers. This can greatly increase the cost for these regulatory services.

In the table below we have

Agency Annual Permit Fee
provided the annual permit fees
for 27 cities and counties from San.Jose >147,645
around California™. The fees SDaVIE —ob G $:g’2§i
range from a high of $14,645 for an UIS_ ispo (City) 239,
. . Chula Vista $31,275
the City of San Jose to a low of just -
$2.606 for Cal County. W Redwood City $29,530
Vb Tor Lalaveras Lounty: We  I"Cuiver City $27,771
note that the permit fees for Placerville $22,841
some jurisdictions may vary Modesto $21.740
depending upon the specific type Sacramento (City) $20,800
of cannabis business. In such San Diego (City) $20,803
cases, the table displays the Grover Beach $20,000
highest cost. Vista $19,967
Among this sample set, the Oakland 516,676
average annual permit fee is Santa Ana 512,529
$20,789 per year. However, this Goleta 511,879
. Palm Springs $10,984
range | heavily skewed by the fees -
. _ Salinas $9,854
for the City of San Jose, which are -
] ) Oceanside $8,511
more than three-times higher -
than th t hichest f W Los Angeles (City) $9,735
an | E next hig ﬁs ees- We Vallejo $8,288
regar t is asan out |er'as itis not Santa Barbara (County) $6,945
otherwise representative of the San Luis Obispo (County) $6,836
overall range. San Francisco $4,354
When we exclude the fees from Monterey (County) $4,355
the City of San Jose, the average Santa Cruz (County) $4,000
annual permit fee among our | Watsonville $3,700
sample set of California cities and | Calaveras County 52,606
counties comes down to $16,076. Average Annual Permit Fee: $20,789
. . . . Excluding San Jose as an Outlier: $16,076
We believe this lower figure is

more represe ntative.

These annual permit costs reflect the direct per-business cost for each jurisdiction to provide its desired
level of regulatory oversight for permitted cannabis businesses, including regulatory monitoring and
inspections, revenue audits, annual permit renewals and overall administration of its cannabis business
regulatory and tax program.
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REPORT BACK ON IMPLEMENTING AN EQUITABLE COMMERCIAL CANNABIS
REGULATORY FRAMEWORK (ITEM NO 6, AGENDA OF FEBRUARY 15, 2022)

On February 15, 2022, the Board of Supervisors (Board) adopted a motion directing the Chief
Executive Office (CEQ), in consultation with the Department of Consumer and Business
Affairs (DCBA) to report back in 30 days and during the FY 2022-23 Supplemental Budget
on necessary bridge funding to support the immediate staffing and fiscal needs to implement
an equitable commercial cannabis regulatory framework (framework) within the County.

The County Code currently prohibits commercial cannabis activities in the unincorporated
areas, including sale, manufacturing, testing, and cultivation. There are over 150 unlicensed
cannabis “pop-ups” operating within the unincorporated County areas without testing,
oversight, or other regulations. As a result, the Board approved the implementation of the
framework, as outlined in DCBA’s December 20, 2021 report,! proposing an equitable
cannabis program to ensure compliance with health and safety standards set by the State
and industry best practices.

On August 9, 2022, the Board approved a resolution proposing that the Cannabis Business
Tax Ordinance be consolidated as a general business tax measure (Measure) on the
November 8, 2022 General Election ballot. The Measure would impose a general business
tax on cannabis businesses located within the unincorporated County areas and require a
simple majority for passage. If approved, the Measure would impose general tax rates on
cannabis cultivation, manufacturing, distribution, and retail sales ranging from one to six
percent of gross receipts, and generate an annual estimated $10.4 million in revenue that
must be deposited into the County’s General Fund and may be used to fund a broad array of
County services.

1 http:/ffile.lacounty.qov/SDSInter/bos/supdocs/166359.pdf

“To Enrich Lives Through Effective And Caring Service”
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In response to the February 15, 2022 motion directive, the CEO’s March 16, 2022 report2
indicated that DCBA currently has 2.0 budgeted positions dedicated to the Office of Cannabis
Management and an initial projected need of $2.0 million to support 6.0 additional positions
and services and supplies to develop the framework. However, since that time, the CEO and
DCBA have collaborated to revise the immediate need to $2.2 million for 3.0 additional
positions and services and supplies to continue the programmatic, administrative, and
regulatory development of the framework and its potential implementation. Most notably, the
additional cost includes funding for a consultant to conduct a program-level California
Environmental Quality Act (CEQA) review to evaluate the potential environmental impacts
and benefits of implementing a cannabis zoning ordinance. Until the outcome of the
November 2022 election is known, the CEO recommends that DCBA hire temporary staff and
consultants for the continued development of the framework, rather than hiring permanent
staff.

Based on the above, the CEO is recommending $2.2 million in one-time funding in the
2022-23 Supplemental Budget to provide bridge funding for a CEQA review, information
technology and cannabis regulatory consultants, and temporary staffing for the continued
development and potential implementation of the regulatory framework within the
unincorporated County areas.

Approval of the cannabis general business tax on the November 2022 ballot measure is
essential to provide adequate funding for enforcement activities whose costs are not
recoverable through permitting and license fees. The CEO will report back during future
budget phases, when appropriate, with additional one-time bridge and ongoing funding need
recommendations should the ballot measure be approved. In addition, DCBA will continue
to provide a detailed status of these efforts in their quarterly reports to your Board.

Should you have any questions concerning this matter, please contact me or Sheila Williams
at (213) 974-1155 or swilliams@ceo.lacounty.gov.

FAD:JMN:MM
SW:AB:BM:kn

C: Executive Office, Board of Supervisors
County Counsel
Consumer and Business Affairs

2 http://file.lacounty.qov/SDSInter/bos/supdocs/166488.pdf
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Refael Crbaya IMPLEMENTING AN  EQUITABLE COMMERCIAL  CANNABIS

W REGULATORY FRAMEWORK QUARTERLY REPORT (ITEM NO. 6,
AGENDA OF FEBRUARY 15, 2022)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant departments, to proceed with the development of a
commercial cannabis regulatory framework and an equity program’ outlined in
the Updated Framework and Recommendations for Regulating Commercial
Cannabis in Unincorporated Los Angeles County report in December 2021.2
Your Board further directed OCM to coordinate with relevant departments to
provide written status updates to your Board on a quarterly basis.

This report provides the third quarterly update to your Board, following
previous reports® filed by OCM on May 16, 2022, and August 15, 2022.
Included in this quarterly report are updates on:

e The development of an equitable cannabis program, including the status of
the equity assessment and next steps toward finalizing recommendations
to your Board;

o Efforts to develop a cannabis regulatory framework, including progress on
permitting process development, enhanced direct enforcement, the
Cannabis Tax Measure (Measure C), and legislative advocacy; and

e The universal emblem program education and outreach efforts.

' Los Angeles County Board Motion, February 15, 2022: http:/file.lacounty.gov/SDSInter/bos/supdocs/166358.pdf

2 Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial
Cannabis, December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf

3 Office of Cannabis Management Quarterly Reports (May 16, 2022 and August 15, 2022):
http://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf

ficba.lacounty.gov 320 W. Temple St., Room G-10, Los Angeles CA, 90012-2706
info@dcba.lacounty.gov (213) 974-1452 * (800) 593-8222 * Fax: (213) 687-1137
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Equitable Cannabis Program

As previously reported, the development of a robust equitable cannabis program requires
an understanding of the populations and communities disproportionately impacted by the
War on Drugs, and the infrastructure and resources needed to reduce barriers to entry
into the cannabis industry. Relying on data, and lessons learned is central to finalizing
recommendations for the County’s Equity Program. OCM remains committed to a
thorough process in the development of an Equity Program that are reflective of best
practices and community feedback.

Equity Assessment

OCM finalized its Equity Assessment earlier this month in partnership with research
consultants from UCLA. The assessment compiles data from an in-depth literature
review, a cannabis-equity focus group composed of community members, publicly
available sources, and individual consultations with community groups, policymakers,
and cannabis stakeholders to provide recommendations that will inform foundational
elements of the Equity Program. OCM will release the Equity Assessment report in late
November/early December as part of an extensive public engagement effort to gather
community and stakeholder input to finalize recommendations.

Public Engagement for Equity Assessment

OCM is in the process of developing and launching a public engagement strategy to share
the Equity Assessment findings aimed to finalize recommendations and ensure they are
responsive to community and industry stakeholder priorities. This includes a variety of
methods, such as digital and in-person strategies, to ensure the public has an opportunity
to provide their feedback. OCM will utilize its network of external and County partners to
promote all public engagement opportunities, including sharing newsletters and event
announcements via email listservs, social media, and the OCM website. The proposed
engagement plan also considers timelines that may result with higher community
participation, as outlined below.

o Digital/Virtual Strategies — December 2022
o Online Survey. OCM is drafting a public feedback survey with plans to post
the survey online early December. OCM will utilize its website to post the
online survey and remain open throughout the duration of the public
engagement process.

o Webinars (pre-recorded and live). OCM plans to create a pre-recorded
webinar(s) summarizing the assessment findings and recommendations to
be posted on OCM’s website, along with the online survey. Additionally,
OCM is planning to conduct live topic-based webinars based on the Equity
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Assessment recommendations and provide opportunities for public input.
The live webinars may occur in December/January.

¢ In-person Strategies — January through February 2023
o Community Sessions. In addition to live webinars, OCM would like to
provide opportunities for in-person community sessions. The number of
sessions would depend on available resources. As such, OCM will work
with the Board offices, and other Departments, to identify partnership
opportunities and coordination of community sessions, with plans to host
sessions in January and February 2023.

Once this process is complete OCM will return to the Board with a recommended program
framework and operational needs.

Strategic Partnerships

As mentioned in the previous reports, a successful equity program relies heavily on the
range of services and resources available to support equity ownership, workforce
development, and training. OCM has recommended these resources be made available
before the launch of the application process to ensure equity applicants are well
positioned to pursue permitting opportunities. This will require partnering with subject
matter experts and consultants experienced in the field. As such, OCM continues to
explore opportunities to identify strategic partnerships with experienced business
development organizations, legal service providers, as well as associated costs for
services.

Regulatory Framework
Permitting Process and Development

The August 15, 2022 quarterly report outlined OCM’s multiple roles in facilitating an
efficient cannabis permitting process. This includes serving as the initial touchpoint for
applicants and potential applicants, administering the issuance of cannabis business
permits, managing the County’s Equity program, and coordinating administrative &
operational compliance with all appropriate departments.

Since the last report, OCM has actively researched other cities and counties with more
established cannabis license and permit programs to glean lessons learned and best
practices for all aspects of cannabis regulation policies and processes. In October, OCM
staff attended the California Cannabis Control Summit in Sacramento for an opportunity
to engage with regulators from across the state and learn more about the issues agencies
are facing from a diverse array of perspectives including law enforcement, public health,
public policy, compliance, and equity. The panel discussions brought attention to the
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numerous challenges in dual permitting processes, and adjustments made to local
cannabis equity programs as they matured. OCM also continues to maintain regular
communication with several other prominent jurisdictions including the City of Los
Angeles, Oakland, Sacramento, and San Francisco to tap into their expertise and stay
updated on challenges being confronted by these more mature markets. OCM also
reached out to jurisdictions to learn more about specific issues like Trinity County, to
gather more information on their land use review and approval process and the legal
challenges their cannabis program has encountered. OCM also met with leadership from
the State of New York’s Office of Cannabis Management to learn more about New York’s
unique approach to cannabis regulation which also sought to incorporate lessons learned
from other states.

OCM continues to work with relevant County departments to discuss opportunities to
implement these practices to increase the overall efficiency of the business permitting
and approval process.

Permitting Department Workgroup Meetings

OCM continues to meet regularly with the Department of Public Health (DPH),
Department of Public Works (DPW), Fire, and Agricultural Commissioner/Weights &
Measures (ACWM) to provide updates and to develop and implement the County’s
cannabis permit review and inspection process. As discussed in the previous reports,
these departments have existing roles and procedures for plan reviews, facility
inspections, and permit issuance. The permitting process, however, is fragmented and
often a source of delays, due to the numerous parties involved, and the amount and
complexity of requirements an applicant must meet to obtain a permit. Furthermore,
modifying or eliminating these requirements is oftentimes not feasible because they are
derived from State level codes.

In effort to address the identified challenges, OCM will function as a coordinating body to
facilitate communication across parties, develop educational materials, and support the
implementation of best practices. As an example, OCM is working closely with
departments to develop process flowcharts, requirements checklists, and
communications protocols. Currently, the workgroup is assessing the estimated costs and
time required to obtain the necessary approvals from each respective department for
each type of cannabis business. Going forward, the workgroup will continue to identify
and implement best practices, such as establishing a single point of contact, creating a
quick reference guide to help applicants through the permitting process, and opportunities
for pre-application meetings with applicants to explain the permit process, requirements,
and other important topics.
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Land Use

OCM and the Department of Regional Planning (DRP) continue to collaborate and assess
the feasibility of establishing a ministerial or “by-right” land use entitlement option to
support an equitable framework that minimizes the amount of time and money required
for the review of certain commercial developments. The last quarterly report highlighted
the primary challenge with establishing a ministerial approval due to limitations of DRP’s
ability to place conditions on the development and operations of the land use outside of
the pre-established regulations. To minimize this risk, the report further suggested
incorporating robust development and operational standards in the zoning ordinance
(Title 22) to promote responsible business practices.

Recently, another challenge was identified with the ministerial land use entitlement option
following a conversation with staff from the California Department of Cannabis Control’s
(DCC) Environmental Division. Generally, ministerial review or “by-right” land use
entitlement involving a Site Plan Review (SPR) by DRP is exempt from California
Environmental Quality Act (CEQA) requirements. This process typically results with a
simple one-page Notice of Determination or Notice of Exemption regarding the
environmental impacts of a project. However, at the state level, the issuance of an annual
cannabis license by DCC is a discretionary action subject to CEQA requirements.
Consequently, DCC requires site-specific CEQA documents despite a project being
exempt at the County level, which may result in lengthy and detailed project
documentation submission. For example, it is not uncommon for jurisdictions to submit a
thirty-page Notice of Exemption to DCC containing extremely detailed project information
for the State to affirm the local jurisdiction’s determination. These state requirements
severely undercut local streamlining efforts and adversely impact access into the industry
by requiring resource-intensive environmental documentation.

OCM will continue working with DRP to identify potential solutions which may include the
development of templates or questionnaires to facilitate the preparation of the appropriate
documents required by DCC.

CEQA Environmental Consultant

A program-level CEQA review that evaluates the potential environmental impacts and
benefits of a cannabis program is critical in expediting the cannabis permit application
process. The previous quarterly report noted the release of a Request for Information
(RFI) on August 10, 2022 to gauge interest from qualified consultants to: 1) conduct an
environmental assessment of the cannabis program; 2) develop the zoning and land use
ordinance that will govern where cannabis business can be located; and 3) environmental
mitigation measures required for compliance. However, no responses were received
when the response window closed on September 16, 2022. This outcome necessitated a
strategic adjustment to identify an appropriate consultant with significant experience
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conducting environmental assessments for cannabis programs in other large
jurisdictions. As a result, OCM identified three consultants with relevant experience to
determine interest in completing this project and determine the best fit based on
experience, cost, and project completion timeline. OCM estimates the environmental
assessment will take approximately 10 to 13 months to complete once the project kicks
off; therefore, vendor selection is a high-priority deliverable in the short-term to ensure
timely completion of the environmental assessment and land use ordinance in tandem
with other program deliverables.

OCM will continue the process of identifying an appropriate consultant to carry out this
work and report back to your Board with additional details in the next quarterly report.

Software Business Solutions

Cannabis regulation & permit management is a highly complex endeavor requiring
coordination between numerous individuals from businesses, state governments, local
governments, and ancillary agencies. OCM'’s software platform will be used for a variety
of purposes which include housing the cannabis business permit application, facilitating
compliance of individual sites, accepting permit fees, and general case management
functions. OCM is currently evaluating software products and has participated in
demonstrations from three of the most popular software providers in the space. In order
to ensure a time and cost-effective implementation OCM is prioritizing platforms that will
require minimal customization “out of the box” to meet its business needs. OCM wiill
continue work on this critical component by identifying a budget, contracting a software
service provider, and begin implementing the software into OCM’s workflow.

Additionally, DCBA continues to work with the Office of the CIO to look for the best ways
to leverage the work already done with EPIC-LA, as well as other departments not on
EPIC-LA. As DCBA examines systems, one of the key points of evaluation used is the
vendor’s ability to either integrate or ease the acquisition of necessary information from
other County systems.

Cannabis Business Tax- Measure C

The Cannabis Business Tax Ordinance on the November 8, 2022 General Election ballot
(Measure C) imposes a general business tax on cannabis businesses located within the
unincorporated areas of the County. The previous quarterly report outlined the
significance of Measure C and its potential impact to support an equitable cannabis
program, and equitable programs and resources through revenues deposited to the
County’s General Fund.



Each Supervisor
November 18, 2022
Page 7

OCM produced a variety of informational materials and resources regarding Measure C.
This involved a dedicated webpage on OCM'’s website to house all materials, including
an FAQ on the cannabis business tax, a fact sheet, and a short informational video titled
“What you should know about Measure C” which has received over 10 thousand views
on YouTube.* All educational content was also made available in Spanish to facilitate
language access. OCM also worked with industry stakeholders to share information and
materials, and received support from the United Cannabis Business Association,
California Cannabis Industry Association, and Asian Americans for Cannabis Education.
The measure was also endorsed by several media outlets, publications, and
organizations including CityWatchla.com®, Santa Monica Democratic Club®, Pasadena
City Council’s Legislative Policy Committee’, and the Los Angeles Times?&.

With Measure C projected to pass given the overwhelming support by the voters, it allows
the County to move forward with plans that align with the Board’s intention to prioritize
cannabis tax revenue toward community reinvestments and equity-led programs. OCM
will begin working with the Treasurer and Tax Collector (TTC) and other relevant
stakeholders to determine next steps and report back to your Board with regular updates.

Enhanced Direct Enforcement- Ongoing Commercial Cannabis Enforcement
Activities

Since May 2022, the Sheriff Department’'s Narcotic’s Bureau has served more than
38 search warrants at locations in an unincorporated area of Los Angeles County where
known businesses are occupying retail storefronts and engaging in illegal cannabis
activities.

In several cases, after serving search warrants, cease and desist letters and/or civil
lawsuits, property owners who rented or leased their properties to illegal cannabis
businesses have initiated eviction proceedings against their illegal business tenants to
vacate the premises. Most of these evictions have been completed, while some eviction
proceedings are still pending.

Closure inspections have been conducted by the District Attorney Investigators and staff
from the DRP to confirm that the illegal cannabis businesses have ceased operating and
have vacated the property. In cases where a lawsuit was filed, settlements for the
recovery of attorney’s fees and costs and civil penalties are being negotiated with the

4 Measure C dedicated webpage: https://dcba.lacounty.gov/cannabis-business-tax/

3 CityWatchLA.com: https://citywatchla.com/index.php/cw/la-election-2022/25798-it-s-election-time-again-and-here-are-my-
recommendations

6 Santa Monica Democratic Club: https://santamonicademocrats.com/our-endorsed-candidates/

" Pasadena City Council’s Legislative Policy Committee: https://www.pasadenanow.com/main/city-committee-recommends-
measures-and-propositions-city-should-officially-endorse-or-oppose-remains-silent-about-measure-h-rent-control

8 Los Angeles Times: https://www.latimes.com/opinion/story/2022-10-16/endorsement-county-measure-c-marijuana-tax
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property owners and will proceed to trial or be resolved through a motion for summary
judgment, if settlements cannot be reached.

In one case that settled in the fall of last year, a receiver was recently appointed by the
court to enforce the terms of the stipulated judgment. The court appointed receiver has
begun the eviction proceedings that the property owner failed to initiate, and the receiver
will be compensated for its work from the equity in the real property.

Two cases are proceeding by way of default judgment since the defendants failed to
respond to the litigation. In one case, the application for default judgment has been
submitted to the court, which the court has tentatively approved, and includes injunctive
relief, and a judgment in the total amount of $1,317,877, which represents attorney’s fees
and costs, and civil penalties. In the other case, in addition to the pending application for
default judgment in which attorney's fees and costs and civil penalties in excess of
$2,400,000 are being sought against the current property owner and the business
operators, a settlement was reached through a stipulated judgment with the former
property owner - enjoining him, and his corporate affiliates, from engaging in any cannabis
business or activities. The stipulated judgment includes a payment of $374,366, covering
the County’s attorney’s fees and costs and civil penalties.

Finally, two cases are set for trial in December 2022.
Legislative Advocacy

Both the State Legislature and Congress will conclude two-year legislative terms this
calendar year. The State Legislature adjourned on August 31, 2022 and will convene the
new legislative session on December 5, 2022. On the Federal level, due to the
November 2022 midterm election, Congress is expected to have a condensed legislative
schedule through the remainder of the year and is scheduled to convene the new session
on January 3, 2023. For these reasons, additional proposals will not likely be introduced
until the coming legislative cycles.

On November 1, 2022, the Chief Executive Office issued a pursuit to advise your Board
about County sponsored legislative and budget proposals to include, a budget proposal
to Improve the Cannabis Industry through Equity Programming and Capacity Building in
the 2023-24 State legislative session. This proposal is a budget request for $20 million in
one-time State General Fund (SGF) in Fiscal Year (FY) 2023-24 to augment the State’s
Cannabis Equity Grants Program for Local Jurisdictions. This funding would help ensure
access to critical financial assistance and technical support for equity applicants and
licensees, as Los Angeles County establishes its Cannabis Equity Program. The
proposal would also provide local jurisdictions additional options in utilizing the grant
funding to assist equity applicants and licensees by further supporting the equitable
licensing of legal and safely operating cannabis businesses.
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The CEO-Legislative Affairs and Intergovernmental Relations branch will work closely
with the OCM on the County-sponsored legislation and will keep your Board apprised.

Public Education and Outreach

In addition to the public engagement plans previously mentioned for the Equity
Assessment recommendations, OCM continues to work with the Department of Public
Health (DPH) and other partners to expand the public education campaign that focuses
on the importance of consumers purchasing products from properly inspected locations.

Emblem Program

A promotional video® for the Emblem Program was released in August 2022, which
spotlights some of the first contracted cities that have implemented the Emblem Program
within their jurisdiction. OCM, DPH and local Emblem Program participants in the City of
El Monte, Culver City and Malibu partnered to create a Public Service Announcement
highlighting the Emblem Program QR Code for Authorized Cannabis Stores. One
authorized cannabis store, Sweet Flower, had this to say about the program: “As Culver
City's first dispensary, Sweet Flower supports the Los Angeles County Cannabis
Compliance & Enforcement Emblem Program to ensure trust with the surrounding
community and normalize a safe cannabis shopping experience. The health and safety
of our customers along with a community-first approach are integral parts of Sweet
Flower's DNA.” The videos have been shared via OCM’s website, social media platforms,
County Channel LA36 and other curated public outlets to reach as many communities as
possible.

DPH and the City of Los Angeles’ Department of Cannabis Regulation (DCR) have also
implemented their first phase of compliance applications with local operators within city
limits. Accordingly, OCM will work closely with DPH, and DCR to create additional
educational videos to broaden awareness of the significance of responsible usage and of
the potential risks involved in untested products.

As the Cannabis Compliance & Enforcement Emblem Program (CCEP) continues to
expand throughout Los Angeles County, OCM remains committed to working with other
jurisdictions to join efforts in building a safe, responsible cannabis marketplace.

® Emblem Program Promotional Video: https://dcba.lacounty.gov/cannabisemblemprogram/
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Future Reports

OCM will continue to update your Board with a quarterly report on implementing an
equitable commercial cannabis regulatory framework and all other OCM-related matters.
The next report will be due in February 2023.

Should you have any questions concerning these matters, please contact me
or Laura Magallanes, Chief of Office of Cannabis Management, at
Imagallanes@dcba.lacounty.gov

RC:JA:LM
FGN:SMB:EV
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Joel Ayala IMPLEMENTING AN EQUITABLE COMMERCIAL CANNABIS
REGULATORY FRAMEWORK QUARTERLY REPORT (ITEM NO. 6,
AGENDA OF FEBRUARY 15, 2022)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant departments, to proceed with the development of a
commercial cannabis regulatory framework and an equity program? outlined in
the Updated Framework and Recommendations for Regulating Commercial
Cannabis in Unincorporated Los Angeles County report of December 2021.2
Your Board further directed OCM to coordinate with relevant departments to
provide written status updates to your Board on a quarterly basis.

This report provides the fourth quarterly update to your Board, following
previous reports filed by OCM in May, August, and November 2022.3 Similar
to the previous submissions, this quarterly report includes the latest progress
on program design and implementation of an equitable cannabis program.

Summary of Report

As mentioned in previous reports, the development of a robust equitable
program requires an understanding of the populations and communities
disproportionately impacted by the war on drugs, and the infrastructure and
resources needed to reduce barriers to entry into the cannabis industry. A

' Los Angeles County Board Motion, February 15, 2022: http:/file.lacounty.gov/SDSInter/bos/supdocs/166358.pdf

2 Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial
Cannabis, December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf

3 Office of Cannabis Management Quarterly Reports (May 16, 2022, August 15, 2022, and November 18, 2022):
http://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf

ficba.lacounty.gov 320 W. Temple St., Room G-10, Los Angeles CA, 90012-2706
info@dcba.lacounty.gov (213) 974-1452 * (800) 593-8222 * Fax: (213) 687-1137
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fundamental piece for the advancement of this work was the completion of the Equity
Assessment.

The Equity Assessment was completed in December 2022 by academic researchers. The
assessment explores current practices and highlights the complexities in the development
and maintenance of cannabis social equity programming. Drawing on lessons from
across the country, the assessment emphasizes a lack of resources, as well as predatory
investment, and monopolistic practices challenging numerous equity programs. In
alignment with previous reports submitted to your Board, the Equity Assessment identifies
major themes for working toward a vision of an equitable program from community-
engaged research. These include equitable ownership and job opportunities, such as
direct support for cannabis businesses and those impacted by the war on drugs, and
thinking beyond licensure, toward reinvestment in community and overall social good. It
is important to note that while the attached assessment includes numerous
recommendations to support an equitable cannabis industry, many of them contain longer
term goals that require significant time, investment, and risk mitigation.

Since the last report, OCM has worked to closely examine and identify the assessment
recommendations believed to be the most critical for launching a cannabis equity
program. This has centered primarily on determining equity program eligibility criteria
through identification of individuals and communities most adversely impacted by the war
on drugs (potential “Equity Applicants”). This report provides an initial assessment of
some eligibility criteria considerations, including: a) prior cannabis conviction or a prior
cannabis conviction of an immediate family member; b) residency in an area of
disproportionate impact; c) low-income status and net worth; d) ownership requirements,
as well as some other potential program components.

OCM will continue leveraging the assessment findings to ensure the design of an
equitable cannabis program is data and community informed and based on best
practices. As a next step, OCM will utilize GIS-based mapping to identify areas of
disproportionate impact within the County, including statistical analysis of relevant data
and population density. OCM is also scheduling a series of community meetings to gather
additional feedback regarding some of the Equity Assessment findings. This
supplemental quantitative and qualitative analysis will help to further inform final
recommendations on equity program eligibility criteria and requirements and will be
incorporated as an Addendum to the Equity Assessment.

Lastly, this report provides updates on the development of a regulatory framework. OCM
continues to work with relevant departments to build a streamlined cannabis permit review
and approval process. Various factors greatly impact the time, scope, and costs of the
review and approval process and are a frequent source of delays due to multiple rounds
of plan checks, corrections, and inspections. Such existing processes place a significant
risk to the financial well-being of equity applicants, while favoring businesses with robust
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financial resources. To date, OCM has developed interdepartmental flowcharts designed
to help applicants navigate complex processes and is establishing interdepartmental
communication protocols to help with early identification of potential application issues.
OCM is also working with departments to estimate baseline approval timelines and fees
for increased transparency. The workgroup will continue to identify opportunities to help
potential applicants navigate these barriers to entry through a streamlined permit review
and approval process.

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in May 2023.

Should you have any questions concerning these matters, please contact me or Laura
Magallanes, Acting Deputy Director of Office of Cannabis Management, at
Imagallanes@dcba.lacounty.gov.

RC:JA:LM
FGN:SMB:EV:ph
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QUARTERLY REPORT ON IMPLEMENTING AN EQUITABLE COMMERCIAL
CANNABIS REGULATORY FRAMEWORK

Introduction

On December 20, 2021, the Los Angeles County Office of Cannabis Management (OCM)
submitted an updated framework and recommendations for regulating commercial
cannabis in unincorporated Los Angeles County,* which was subsequently approved by
your Board in February 2022. In seeking to create an equitable cannabis program, the
report recommended addressing both the administrative infrastructure barriers that create
inequitable outcomes, and the gap in educational, technical, and financial resources
caused by systemic racism and exacerbated by the war on drugs. It further highlighted
the need for a centralized and simplified licensing program, a strong and supportive
compliance infrastructure, and significant investment into education, job training,
technical assistance and capital for qualified equity candidates.

The updated framework helped establish the groundwork for OCM’s direction and the
areas of focus moving forward. Accordingly, this quarterly report provides updates on the
following developments:

e Progress on the design and implementation of an equitable cannabis program,
including efforts following the completion of the Equity Assessment;

e Updates on developing a cannabis regulatory framework, including progress on
permitting process development;

e Updates on cannabis compliance and enforcement efforts, and efforts to increase
visibility of the Cannabis Compliance and Enforcement Program (the Emblem
Program).

Equitable Cannabis Program

OCM remains committed to a thorough process in the development of an Equity Program
that is data-informed, and reflective of best practices and community feedback. A critical
first step in the development of the Equity Program included the completion of an Equity
Assessment to better understand the populations and communities disproportionately
impacted by the war on drugs, and the infrastructure and resources needed to reduce
barriers to entry into the cannabis industry.

4 Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial Cannabis,
December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf
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Summary of Equity Assessment Findings

The Equity Assessment was completed at the end of November 2022 by academic
researchers (Attachment A), funded through the State’s GO-Biz Cannabis Equity Grant.
The assessment emphasizes the creation of pathways and practices for cannabis social
and health equity through a series of recommendations in the following areas:

1. Shared definition and visioning of social equity and development of equity
governing processes;

Exploration of priority licensing;

Business development, technical and legal assistance;

Financial assistance and access to capital;

Job training and workforce development;

Protection of youth, patients, and communities; and

Community reinvestment.

NOo Ok WN

The assessment also highlights the importance of incorporating community input,
concrete accountability, and investment of adequate resources before the launch of a
cannabis permit application process to successfully address the needs of equity cannabis
operators.

Since completion of the report, OCM has continued to assess and narrow down some of
the key recommendations as a basis for developing a preliminary framework to garner
further community feedback. This includes recommendations on the program’s eligibility
criteria and implementation of strategies and programs to best support Equity Applicants.
The following includes some preliminary recommendations OCM is considering as part
of the Cannabis Equity Program framework, which may be further refined with additional
feedback from industry and community stakeholders. Consequently, OCM will collect and
analyze the qualitative and quantitative data and incorporate into an Addendum to the
Equity Assessment for final recommendations for the Board (anticipated by Spring 2023).

Identifying and Defining Equity Applicants

Cannabis equity programs must include eligibility criteria that are designed to identify
individuals and communities most adversely impacted by the war on drugs (potential
“Equity Applicants”). Equity programs around the country often use one or a combination
of the following criteria as a minimum eligibility requirement: a prior cannabis conviction
or a prior cannabis conviction of an immediate family member; residency in an area of
disproportionate impact; low-income status and net worth; and ownership requirements.
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These categories are described below:

a. Prior Cannabis Convictions and Arrests

Justice involvement is a measure of interaction between an individual and law
enforcement regarding cannabis laws, generally defined as an arrest or conviction
for a cannabis-related offense. Cannabis equity programs often require the
applicant’s justice involvement given that such involvement is a marker of
disproportionate impact from the war on drugs. However, an individual may be
disproportionately impacted by the war on drugs without themselves being the
target of justice involvement. For example, unfair enforcement practices often led
to a child’s parent being arrested for a cannabis offense; the child in this case is
disproportionately impacted as well. Consequently, many jurisdictions will accept
individuals with prior cannabis-related conviction(s) or arrest(s), or that of an
immediate family member.

As additional conditions, some jurisdictions may also require the cannabis-related
offense to have occurred within a certain timeframe. The time periods typically
stretch from the early 1970s or 1980s (referencing milestones in the formal war on
drugs) to as late as the state’s legalization of adult-use cannabis. Additionally,
some jurisdictions only accept cannabis-related offenses that occur in their
municipality or state. The cities of Los Angeles and Sacramento restrict qualifying
offenses to those that occurred in California or Sacramento, respectively.
Alternatively, the cities of Long Beach and San Francisco accept cannabis-related
offenses that occurred anywhere in the United States.

Pending additional feedback and analysis, OCM is considering accepting
applicants with prior federal, state, or local cannabis-related conviction(s) and/or
an immediate family member (i.e., their child, spouse, parent, or guardian) of an
individual with a prior cannabis-related conviction, as recommended in the
County’s Equity Assessment.

b. Residency in an Area of Disproportionate Impact

Residency requirements are common in cannabis equity programs both within and
outside of California. Residency requirements are a means of targeting local equity
program benefits to individuals who were directly impacted by the jurisdictions’ own
enforcement of cannabis prohibition. Among California municipal cannabis equity
programs, most accept residency in only certain areas of their community. For
example, the cities of Los Angeles, Sacramento, Long Beach, and San Francisco
each require residency in certain areas that are effectively deemed
disproportionately impacted by the war on drugs (“Disproportionately Impacted
Area” or “DIA”). These municipalities, however, vary in how they identify DIAs. For
example, San Francisco uses census tracts and federal income data. Meanwhile,
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Los Angeles city uses zip codes and a more complex methodology outlined in their
Equity Assessment. Municipalities also diverge on the amount of years residency
in a DIA is required, which range anywhere from a three-year (City of Long Beach)
to ten-year requirement (City of Los Angeles).

The County’s Cannabis Equity Assessment recommends a five-year residency
requirement in unincorporated census tracts where 60 percent or more of the
population is housing-burdened and earns 80 percent of the Los Angeles County
median household income. Five years in a DIA is consistent with the Equity
Program residency criteria in the city of San Francisco as well as the states of
Michigan, New Jersey, lllinois, and California. Five years is also recommended in
the Equity Assessments for the city and county of San Diego.

OCM will continue to evaluate DIAs with high rates of arrests, convictions and
incarcerations related to cannabis, and where 60 percent or more of the population
is low-income, housing-burdened (defined as those who pay more than 50 percent
of their income on housing and earn 80 percent of the median household income).

A critical next step is a deeper analysis of relevant datasets through GIS-based
mapping to identify and define DIAs within the County. To this end, OCM will seek
additional assistance to develop GIS-based mapping to help determine
appropriate geographic distribution and statistical analysis, including relevant data
and population density, that will help inform final recommendations on this eligibility
requirement. OCM will also continue to gather public input and work with County
Counsel to conduct legal analysis on potential residency requirements for the
Cannabis Equity Program.

c. Low-Income Status and Net Worth

Cannabis equity programs regularly include low-income status as an eligibility
requirement, consisting of an income cap, a wealth cap, or both. This eligibility
criterion, in combination with other criteria, is meant to identify individuals most
adversely impacted by the war on drugs. This most commonly utilizes an annual
income cap linked to the Area Median Income (“AMI”) and household size. For
example, the cities of Oakland, San Francisco, and Long Beach set their income
cap as 80 percent of their county’s AMI by household size and is also included as
a recommendation in the County’s Equity Assessment.

In addition to income caps, some jurisdictions also include a wealth cap—wherein
an applicant’s household wealth cannot exceed a certain threshold. The wealth
cap is meant to provide an additional measure of surety that the potential Equity
Applicant was and remains disproportionately adversely impacted by the war on
drugs. The city of Long Beach imposes an individual wealth cap of $250,000.



Each Supervisor
February 17, 2023
Page 8

Alternatively, the cities of Los Angeles and San Francisco tie an applicant’s wealth
cap to a multiple of their AMI, 400 percent and 300 percent, respectively.

Wealth caps in cannabis and other programs often carve out certain assets from
the wealth calculation. For example, the city of Long Beach’s cannabis program
excludes certain retirement accounts. The Supplemental Nutrition Assistance
Program (“SNAP”) also excludes certain retirement accounts and vehicles.
Additionally, conversations between OCM and stakeholders thus far suggest
excluding primary residence from this calculation.

Preliminarily, OCM is considering annual income caps equal to 80 percent of the
Los Angeles County AMI, based on household size, and potential recommending
a wealth cap at 300 percent of the County’s AMI, adjusted for household size.
Furthermore, OCM will also explore exclusion of primary residence, primary
vehicle, and primary retirement accounts from the wealth cap calculation.

d. Ownership Requirement

Cannabis equity programs consistently require that Equity Applicants own at least
50 percent of the cannabis business entity. This is to ensure, among other things,
that qualifying Equity Applicants are not relegated to mere figure heads while
investors own and control the business.

The cannabis equity initiatives in Colorado, California, lllinois, Massachusetts,
New Jersey, New York, Los Angeles city, San Francisco, Sacramento, and Long
Beach all require Equity Applicants to own at least 50 to 51 percent of the cannabis
business entity. The County Equity Assessment also recommends a 51 percent
minimum ownership threshold. Some jurisdictions also prioritize, or “tier”, classes
of Equity Applicants based on ownership percentage. For example, the County of
San Diego Equity Assessment recommends prioritizing Tier 1 Equity Applicants
owning 100 percent of the business, and then prioritizing Tier 2 Equity Applicants
owning at least 51 percent of the business. Alternatively, Los Angeles city
prioritizes Tier 1 Equity Applicants owning at least 51 percent, and then offers
Tier 2 priority for Equity Applicants owning at least 33.3 percent.

OCM will continue to explore the benefits and drawbacks of minimum ownership
thresholds. Preliminarily, OCM recommends requiring Equity Applicants to own at
least 51 percent of the cannabis business entity, as recommended in the Equity
Assessment.
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Additional Program Considerations

In addition to the eligibility criteria listed above, OCM is also exploring the following
program components:

e Starting with Retail and Delivery Permits for Launch of Cannabis Permit
Application Program. The fiscal revenue analysis of the commercial cannabis
industry included in the OCM August 15, 2022 report-back, included
recommendations to first permit cannabis retail and delivery businesses. The
report iterated that cannabis retail and delivery businesses constitute the greatest
unmet consumer demand in the County. Additionally, first permitting cannabis
retail and delivery businesses provides the County with the greatest return on tax
revenue, which can then be used to support Equity initiatives and future permitting
phases. The February 15, 2022 Board-approved framework allowed for up to
25 cannabis retail permits and 25 cannabis delivery permits, with no more than
5 permits of each category allowed per Supervisorial District. Starting with retail
and delivery permits would allow OCM, and other relevant County departments, to
develop and implement the necessary infrastructure that will: 1) enable a smooth
program launch; 2) sufficiently support program applicants; and 3) expand and
improve the permitting processes.

e Reserving A Portion of Licenses for Equity Applicants. Most cannabis equity
programs include priority permitting for a “first mover advantage” for Equity
Applicants, including the cities of Long Beach, Oakland, San Francisco, and
Los Angeles. Furthermore, the Equity Assessments for the insipient cannabis
programs in Los Angeles County, San Diego County, and the City of San Diego
each recommend priority permitting for Equity Applicants. One option may include
reserving half of the anticipated permits/licenses for Equity Applicants. Under this
option, 12-13 of the 25 licenses to be approved for both retail and delivery would
be reserved for Equity Applicants for the first round, while the remaining
12-13 cannabis retail/delivery permits would be available for general applicants in
the second round. In researching other cannabis programs, OCM found
jurisdictions were split on reserving all or half of permits for Equity Applicant priority
processing. OCM continues to work with County Counsel and your Board offices
to further explore the feasibility of this option.

Equity Program Public Outreach and Engagement

The timelines included in the previous report to publicly release the Equity Assessment
and to conduct community listening sessions were revised as preliminary
recommendations were further examined. Additionally, OCM leadership has met with
individual Board offices to provide an initial overview of the Equity Assessment’s key
findings and recommendations.
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Despite this change, OCM is moving forward with plans to host five community listening
sessions in March, both in-person and virtual webinars. Below are the tentative dates and
locations identified:

Supervisorial

Location

District

March East Los Angeles Library

13, 5:30 p.m.-7:00 p.m. 4837 E. 3 Street 1
2023 Los Angeles, CA 90022
March South Whittier Library

16, 5:30 p.m.-7:00 p.m. 11543 Colima Road 4
2023 Whittier, CA 90604
March Quartz Hills Library

18, 12:30 p.m.-2:00 p.m. 5040 West Avenue M-2 5
2023 Quartz Hill, CA 93536
March A C Bilbrew Library

21, 5:30 p.m.-7:00 p.m. 150 E. El Segundo Boulevard 2
2023 Los Angeles, CA 90061
March

23, 12:00 p.m.-1:00 p.m. Virtual All Districts
2023

OCM will post the virtual session recording on the OCM website®, along with an online
survey for additional opportunities to provide feedback on preliminary considerations
mentioned in this report. OCM will begin promoting the sessions toward the end of
February in the form of email announcements, and through social media channels. Once
the listening sessions are completed, OCM will incorporate the feedback into final
recommendations for the Board’s consideration.

Consultants for the Design and Implementation of Equity Program Services

In addition to public outreach and engagement to gather community feedback on the
preliminary program considerations, OCM recognizes the importance of including
industry experts to assist with the design and implementation of the equity program and
services mentioned in the Equity Assessment. As such, OCM is exploring opportunities
to onboard notable and experienced cannabis equity consultants. The consultants will
specifically be tasked with helping inform the Cannabis Equity Program framework
recommendations, and the design of a business support and technical assistance
program for equity applicants. OCM is currently reviewing the proposals and estimated
costs and anticipates selecting a consultant by the end of February.

5 https://dcba.lacounty.gov/cannabis/
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Regulatory Framework

As mentioned in previous reports, ensuring an efficient cannabis business permit process
is one of the more complex aspects of implementation due to the number of requirements
a business must meet, as well as the number of departments involved. Various factors
greatly impact the time and scope of the review and approval process. OCM continues to
work with Regional Planning, Public Health, Public Works, Fire, and Agricultural
Commissioner/Weights & Measures to identify both challenges and opportunities for the
permitting process.

Plan Review and Building Permit Process Challenges

The plan review and building permit process is a common barrier for many small business
owners. Before opening its doors, most business owners will make some alterations to
the interior and exterior of a business premises to improve aesthetics, enhance utility, or
both. These alterations will often require the approval of multiple agencies to ensure
compliance with standards for land use, building, fire, and public health regulations. To
approve these projects, agencies will charge a fee to review, correct, and approve
detailed plans of the proposed work to the business premises. Once plans are approved,
the work will be permitted, and construction may begin. Generally, all permitted work will
require on-site inspections throughout the lifecycle of a project by inspectors from each
agency that permitted the work. However, this process often becomes a bottleneck
because of multiple rounds of plan checks, corrections, and inspections that may take up
to a year or more to complete and prove costly for business owners.

The plan review and building permit process is a significant risk to the financial well-being
of equity applicants with limited resources. Some equity applicants in other jurisdictions
have experienced financial ruin as a result of a prolonged licensing process.® This
process requires massive amounts of capital to pay for experts to design plans, workers
and materials to carry out construction, and government fees to review plans and conduct
inspections. Furthermore, cannabis business owners are shouldering these expenses
while also paying thousands of dollars a month in inflated rent costs all before the
business can begin generating revenue. These factors are detrimental to equity
applicants and favor businesses with robust financial resources.

The County’s plan review and building permit process is not unique, with several
departments responsible for plan reviews and facility inspections of cannabis businesses.
The table below briefly summarizes some of the responsibilities that County departments
may have as part of the cannabis permit review and inspection process.

6 https://www.latimes.com/california/story/2022-01-27/california-pot-industry-social-equity-broken-promises



https://www.latimes.com/california/story/2022-01-27/california-pot-industry-social-equity-broken-promises

Each Supervisor
February 17, 2023
Page 12

Department Responsibilities

Verify eligibility for cannabis business permit applicants
Review and approve security plans, operating
procedures, and other requirements

On-site inspections

Issuance of cannabis business permits

Site-plan reviews

Environmental reviews

On-site inspections

Land use approvals

Office of Cannabis
Management

Regional Planning

Plan reviews
On-site inspections
Issuance of building permits

Public Works

Plan reviews

On-site inspections

Equipment inspections (e.g., CO? enrichment device)
Hazardous waste & materials plan reviews

Fire

Plan reviews
On-site inspections

Public Health

Weight device registration
Point-of-Sale system registration
Pesticide use compliance
On-site inspections

Agricultural Commissioner/
Weights & Measures

Identifying Opportunities to Streamline Processes

OCM continues to meet regularly with the departments listed above to identify strategies
to reduce approval timelines and costs associated with obtaining approvals. Thus far, this
has involved developing interdepartmental flowcharts to help applicants navigate this
complex process and the parties involved, establishing interdepartmental
communications protocols to quickly determine where an applicant is in the approval
process and screening for potential issues to avoid unnecessary delays. This also
includes efforts to onboard a consultant to conduct a Programmatic Environmental Impact
Report (PEIR) to facilitate compliance with the California Environmental Quality Act
(CEQA) and establish a ministerial land use approval process with Regional Planning
(see CEQA Environmental Consultants section below).

OCM is currently working with departments to estimate approval timelines and fees for
cannabis businesses in order to establish baselines and increase transparency. OCM is
analyzing permit and fee datasets provided by each department. Based on an initial
analysis of the data, a very rough estimate indicates fees ranging from $6,000-$15,000,
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and lasting around 6 to 12 months to receive necessary approvals.” It is important to note
that developing an accurate estimate is challenging due to numerous variables that may
change on a case-by-case basis, including the type of business, the size of the business
space, and the cost of construction to build out the premises. As such, further
collaboration with departments is needed to determine approval process timelines and
the associated fees to the extent possible.

OCM will continue working with departments to identify additional strategies to streamline
the building permit and review process and report back to your Board with
recommendations.

CEQA Environmental Consultants

OCM continues plans for bringing on a consultant to conduct a PEIR of the County’s
commercial cannabis business program in compliance with the CEQA. In December,
OCM received two proposals from experienced firms to conduct the PEIR that
incorporates development of a zoning and land use ordinance to establish a ministerial
approval process and facilitate a streamlined environmental review process. OCM is
working closely with Regional Planning and other relevant departments to review the
proposals and ensure the project scope accomplishes the desired objectives of
conducting the PEIR. OCM anticipates selection of the consultant by the end of February
and will begin preparing for contract execution. OCM will continue to update your Board
on this project.

Software Business Solution

Cannabis regulation and permit management is a highly complex endeavor requiring
coordination between numerous individuals from businesses, state and local
governments, and ancillary agencies. Consequently, the right permit software platform
plays a significant role in simplifying this process and facilitating better communication
and coordination among agencies and applicants. To ensure coordination among
agencies, OCM recently hosted a follow-up demo with a municipal cannabis permit
software provider at the end of January, with participation from representatives from all
relevant departments. OCM continues to work with partner departments to determine
feasibility of cross-departmental usage and maximize the efficacy of the proposed
software solutions, and accurate estimated costs for project implementation.

7 OCM reviewed numerous data sets including published fee tables and permit data provided by departments. As an example, to
estimate an approval timeframe for DPH’s Cannabis Compliance and Enforcement Program (CCEP), OCM evaluated 70 CCEP plan
approvals issued between 2018 and 2022 and calculated the length of time between plan submission and plan approval. As another
example, to estimate DPW’s permit fees which typically range between 1.5% to 3% of construction valuation, OCM analyzed
approximately 376 Tenant Improvement building permit approvals and calculated the median and average cost of construction to
establish a lower and upper bound, respectively. OCM used these bounds to estimate permit fees.
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Cannabis Compliance and Enforcement Efforts

Ongoing Department Coordination

OCM continues to work with County Counsel’s Affirmative Litigation Division to enhance
enforcement strategies and methods to mitigate damages caused by the illicit cannabis
market. To assist with these efforts, County Counsel recently retained a new attorney
whose assignment will partially include cannabis enforcement. Additionally, OCM, County
Counsel, and Regional Planning continue to collaborate on scheduling community
meetings within each Supervisorial District in response to specific community concerns.
The meetings provide an opportunity to inform residents of the various channels to report
illegal cannabis activity (i.e., e-mail, the Works App) and the process of investigating
complaints, while simultaneously capturing community feedback and problems distinctive
to their geographic area. The next community meeting will be held in March with the
Wiseburn Watch team in the Second Supervisorial District.

OCM also participates in the Cannabis Abatement Workgroup comprised of Regional
Planning, County Counsel, and Sheriff to implement the Unpermitted Commercial
Cannabis Activity Nuisance Abatement Ordinance. Regional Planning, the designated
issuing department to enforce the Ordinance, submitted their report-back on February 1,
2023, which provided updates on the progress of finalizing the Countywide Cannabis
Abatement Program.® As mentioned in that report, the Workgroup will continue to meet
bi-monthly to discuss milestones, timelines, tasks, and necessary funding to implement
the program.

Increasing Visibility of the Cannabis Compliance and Enforcement Program (the Emblem

Program)

OCM continues to collaborate with Public Health to ensure a broad range of county
residents and visitors are educated on the benefits of the Cannabis Compliance and
Enforcement Program partnerships (the Emblem Program) throughout the County.

Since the addition of the City of Los Angeles as the Emblem Program’s sixth contracted
city in 2022, OCM and Public Health have focused on increasing visibility of the program’s
public education campaign. Beginning in February, over 255 billboards will be displayed
throughout designated high-traffic areas of the County that incorporate simplified
messaging for the Emblem Program, including “Look for the sign of cannabis you can
trust,” and “Tested. Legal. Cannabis. Always check for the check.” Examples of the
signage are included in Attachment B. Among some of the areas where the billboards
will be located include Downtown Los Angeles near 9" and Main Street at the Spring
Street intersection, and off the 10 freeway near the 605 freeway interchange. OCM is

8 Department of Regional Planning Report Back on Implementation of Unpermitted Commercial Cannabis Activity Nuisance
Abatement Ordinance for lllegal Operations, Feb. 1, 2023: https://file.lacounty.gov/SDSInter/bos/supdocs/165436.pdf
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currently identifying additional billboard locations in zones that have been identified as
being a high traffic area for the illicit dispensary market.

To support the public education campaign, OCM and Public Health are also working on
another promotional video to demonstrate Public Health’s inspection process for
becoming an authorized cannabis retail facility. The video will provide information on how
Public Health ensures compliance of safety codes and requirements aimed to help
prevent injury and illness. The video will be released in March 2023 on the OCM website,
social media platforms, County Channel LA36, and other curated public outlets to reach
as many communities as possible.

Legislative Advocacy

OCM continues to work closely with the CEO-Legislative Affairs and Intergovernmental
Relations (CEO-LAIR) branch to support County-sponsored legislative and budget
proposals on Improving the Cannabis Industry through Equity Programming and Capacity
Building. This includes a County-sponsored budget proposal for $20 million in one-time
State General Fund (SGF) in the 2023-24 Legislative Session to augment the State’s
Cannabis Equity Grants Program for Local Jurisdictions, as outlined in the December 2,
2022 Chief Executive Office memorandum to the Board.®

OCM is also working with CEO-LAIR to review and monitor the following bills:

e SB 51 (Bradford) — Cannabis provisional licenses: local equity applicants
The bill would amend the Business and Professions Code, authorizing the ability
of California Department of Cannabis Control (DCC), in its sole discretion, to issue
a provisional license for a local equity applicant for retailer activities, indefinitely, if
the applicant meets specified requirements. The bill would also authorize the DCC,
in its sole discretion, to renew a provisional license until it issues or denies the
provisional licensee's annual license, subject to specified requirements, or until
5 years from the date the provisional license was issued, whichever is earlier.

e AB 374 (Haney) — Local control cannabis consumption
This bill would specify that a local jurisdiction may allow a retailer or microbusiness
to conduct business activities on its premises other than the smoking, vaporizing,
and ingesting of cannabis or cannabis products, including, but not limited to, selling
non-cannabis-infused food, selling nonalcoholic beverages, and allowing, and
selling tickets for, live musical or other performances.

9 https://ffile.lacounty.gov/SDSInter/bos/bc/1133926 sacto 120222 2023CountySponsoredLegislationMemo.pdf
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e AB 471 (Kalra) - Cannabis catering

This bill would add acting as a cannabis caterer for a private event to the definition
of commercial cannabis activity. This bill would authorize DCC to issue a state
caterer license authorizing the licensee to serve cannabis or cannabis products at
a private event approved by a local jurisdiction for the purpose of allowing
attendees 21 years of age or older to consume cannabis or cannabis products at
an event that is not hosted, sponsored, or advertised by the caterer. Under the bill,
consumption of alcohol or tobacco would be authorized on the premises of that
event, as specified. The bill would prohibit a caterer licensee from serving cannabis
or cannabis products at any one premises for more than 36 events in one calendar
year, except as specified, and would authorize a caterer licensee to reuse
cannabis at a subsequent event, as provided.

o SB 285 (Allen) — Cannabis retail: sale and consumption of non-cannabis food
and beverages
This bill would authorize a local jurisdiction to allow for the preparation or sale of
non-cannabis food or beverage products, as specified, by a licensed retailer or
microbusiness in the area where the consumption of cannabis is allowed.

Future Reports
OCM will continue to update your Board with a quarterly report on implementing an

equitable commercial cannabis regulatory framework and all other OCM-related matters.
The next report will be due in May 2023.
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ATTACHMENT A
Cannabis Equity Assessment
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EXECUTIVE SUMMARY

The Office of Cannabis Management
(OCM) continues to serve Los Angeles
County (LAC) and its residents by leading
an equitable transition of cannabis to

a regulated market with policies that

seek to promote the health, safety, and
wellbeing of our communities. This report
assesses current practices and provides
recommendations to support “cannabis
retail, manufacture, distribution, growth,
testing, regulation, and enforcement

in [unincorporated LAC]" as “rooted in

an equity framework and [considering]
environmental impacts to biological,
ecological and water resources.”" The
authors of this report emphasize the
creation of pathways and practices for
cannabis social and health equity by
considering the following seven areas:

1) a shared definition and visioning of
social equity and development of equity
governing processes, 2.) exploration of
priority licensing, 3.) business development,
technical and legal assistance, 4.) financial
assistance and access to capital, 5.) job
training and workforce development,

6.) protection of youth, patients, and
communities, and 7.) community
reinvestment. Across these seven areas,
we lift up the need for a process that
centers sustained community engagement,
transparency, accountability, and
investment from public and private sources
from the onset, and the importance of not
rushing through what is a complex and very
new field.

In this report, we highlight insights from a
variety of sources—including focus groups,

S e i e

individual consultations, a literature review,
and public document analysis. We weave in
community perspectives with an emphasis
on identifying key challenges facing LAC in
its implementation of an equitable cannabis
licensing program and potential solutions
based on best practices. We, the primary
investigators and authors of this report, are
scientists from racial and ethnic minority
backgrounds with experience and long-term
research focuses on cannabis inequality
and social equity in communities of color.
We also drew from the insights emerging
from the many regulatory and policy
experiments in equity emerging throughout
cannabis regulation in the US but also in
other sectors such as community health,
criminal justice reform, small business

relief, and street vending legalization where
LAC is leading with new transformative
models. In this report, we aim to explain

the complexities in the development and
maintenance of cannabis social equity
programming with honesty and integrity
toward reparation and justice, and a hopeful
eye towards LAC's shared future.

Voters recently approved LAC Measure C
(the Cannabis Business Tax), on November
8, 2022, to support enacting taxes on
cannabis business in the unincorporated
areas of LAC. While all generated tax
revenues will be deposited to the County
General Fund, this provides a significant
opportunity for LAC to ensure funds are
directed to support critical priorities
highlighted in this report focused on
equity in cannabis and reinvestment in
communities.
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RECOMMENDATIONS AT A GLANCE

Recommendation 1:
Define Equity.

In order to develop a successful and
sustainable equity framework, all
stakeholders must have a shared
understanding and definition of health

and social equity. This shared definition of
health and social equity can center access
to cannabis wealth creation and workforce
development, healing and wellness,
community investment, and other priorities
outlined by stakeholders. Bring this to the
public via OCM platforms.

Recommendation 2:
Develop Equity Governing Processes.

+ Build a Cannabis Working Group as a
standing mechanism for interagency
collaboration between OCM, LA County
Department of Public Health (LACDPH),
Regional Planning, Building & Safety, and
other relevant agencies. Include subject
matter experts and information sharing
with Care First Community Investment;
Anti-Racism, Diversity, and Inclusion &
juvenile justice reform initiatives.

+ Develop a Community Voice Subgroup
as part of the Cannabis Working Group
that includes cannabis arrest-impacted
individuals and those from communities
disproportionately impacted by the
war on drugs. These should include
community, labor, and faith-based
groups with credibility and trust in
public health and social equity, and be
compensated for their time.

« Create an internal cannabis health
and social equity screen to guide
decision-making across participating
departments.

Allocate sufficient up-front funding in the
LAC budget to staff OCM appropriately

to manage the equity mandate and
regulatory demands and to collaborate with
stakeholders and agencies.

Recommendation 3:
Identify and Prioritize Equity Applicants.

Develop a mixed merit and lottery-based
licensing framework that prioritizes “equity
applicants” for the first wave of licensing for
Q0 businesses. Equity applicants should be
defined as those are: a.) directly impacted
by the war on drugs, either with prior federal,
state, or local cannabis conviction(s) and/
or a parent/guardian or spouse/domestic
partner of an individual with a prior
cannabis-related conviction (these include
arrest(s) for cannabis-related convictions
where cannabis was used as pretext for a
stop or investigation); and b.) residing for

at least 5 years in an unincorporated LAC
census tract that, according to the LAC
Department of Regional Planning Equity
Indicators Tool (EIT), at least 60% of the
population is housing-burdened and earns
80% of LAC median household income.

» Baseline Requirement: At least 51%
individual, pooled, or cooperative
ownership by equity applicants (see
above).

» Merit Scorecard: Develop a simple “yes/
no” checklist for comprehensive, specific,
and evidence-based cannabis social
responsibility commitments. Offer points
for:

+ Worker-owned cooperative business
structure;

+ 80% workforce from LAC equity-
impacted areas (double the required
amount);

+ Pledging to join, fund, and hire
from County-approved cannabis
workforce apprenticeship programs;

+ Pledging to invest a percent of profits
to LAC community reinvestment fund;

+ Participation in the Compassionate
Cannabis Donation Program (SB
34) for medical cannabis patients
allowing companies to donate
product to low-income patients;
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+ Planned implementation of consumer
and worker cannabis health
education programs;

- Use of regenerative, aquaponic, or
other sustainable technologies in
cultivation;

» Use of sustainable materials,
recycling programs, and other
technologies in distribution,
manufacturing, and cultivation.

If a large number of applicants passes a
merit threshold, trigger a lottery system
to determine awards. This threshold and
process should be determined in advance,
in consultation with the Cannabis Working
Group and its Community Voice Subgroup.

Recommendation 4:
Protect Equity Licensing.

+ Specify rules regarding the sale
of existing individual, pooled, or
cooperative shares, including
transferability and next of kin, to ensure
ownership by social equity applicants
and prevent fraud. Require that shares
be sold to other qualified equity
applicants and that commitments for
social responsibility be tied directly to
the license and its renewal.

« During relicensing, require reporting
on all cannabis social responsibility
commitments and set measurable
progress as necessary for further
licensing. Opportunities to correct
should be provided but relicensing
should be contingent on adherence and
progress on initial commitments. Keep

all data on cannabis social responsibility

commitments and progress transparent

and public for accountability and to help

promote these businesses as model
sites.

+ Integrate community-based third-party
oversight into the process of equity
identification, merit selection, and the
lottery, via the Cannabis Working Group
Community Voice Subgroup.

Pathways and Practices for Cannabis Social and

Recommendation 5: Build an “Education
First” Pathway to Support Transition from
Unregulated to the Regulated Market.

Develop pathways to legalization and
administrative enforcement processes
that educate first and repair the mistrust
engendered by long-term criminalization
including:

« Multi-stage outreach to unregulated
market operators, in partnership with
trusted community organizations and
in consultation with legacy operators,
informing them of licensing processes
and assistance available to transition.

+ Intensive public education campaigns
in the direct vicinity of unregulated,
noncompliant businesses to educate
consumers about: 1) the risk of
unregulated products and 2.) tools to
find regulated products.

+ Increasing administrative fines targeted
at landlords renting to unregulated,
noncompliant businesses to support
grants, loans, community reinvestment,
and other OCM equity/program goals.
Monitor and make data available on
administrative penalty programs, to
screen for racial/ethnic biases.

« Outreach programs to help legacy

workers transition out of the unregulated
market, linking them to LAC-sponsored
and high road workforce training,
apprenticeships, and jobs in and beyond
cannabis.
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Recommendation 6: Support Recommendation 8: Increase License
Transformative Justice from the Drug War. Availability.

+ Request regular reporting from LASD on  Petition the LAC Board of Supervisors

cannabis-related arrest data, including
race/ethnicity, age, gender, and other
demographics. Make such data public
and utilize in assessing future action.

+ Create firewalls on cannabis
administrative enforcement data to
protect from federal enforcement risks.

« Coordinate with the District Attorney,
Public Defender and Alternate Public
Defender's offices to support outreach
to unincorporated LAC communities
regarding expungement, including
OCM expungement fairs as part of
other cannabis social equity technical
assistance efforts. Focus expungement
ground outreach on LAC equity-
impacted areas (in conjunction with
licensing efforts) and on unhoused
communities, which are often unaware
of such services yet highly impacted by
them.

Coordinate with other LAC working groups
and reentry efforts, including those for
youth, via the Cannabis Working Group.

Recommendation 7:
Establish an Equitable Fee Structure.

Reduce and, with market development,
waive fees for qualified equity applicants for
the full licensing application. Tier fees based
on businesses’ existing capital reserves and
other factors, like conviction/incarceration
history. Require fees only at final-stage
licensing.

to manage and plan to increase license
availability over the next 5 years to
avoid creation of an inflated market to
buy and sell scarce licenses.

Include Type S shared-use
manufacturing, outdoor cultivation, and
consumption lounges in future rounds of
licensing.

Assign a high point value to cooperative
ownership in cannabis social
responsibility commitments.

Recommendation 9:
Protect from Predatory Investment.

« Develop a prospective investment

pool or database through LAC, where
investors can sign-up to link to
applicants and to support transparency.
Create boilerplate investment contract
language for operating agreements

or sample “best practice” model
agreements that include required
language protecting cannabis equity
operators. Include language regarding
decision-making control, equity share
buyout and inheritance, management
agreement restrictions, and other
protections in consultation with equity
groups and in alignment with current
research.

Include training on how to identify,
recruit, and select investors, and how
to protect oneself, in LAC-sponsored
mentorship program immediately
following qualification for the equity
program.

Include an interview portion in the
application process to speak directly
with the equity applicant about their
control, ownership, and voice in their
business.

Provide applicants with access to legal
investment agreement review as part of the
“one-stop-shop” model.
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Recommendation 10:
Limit Property Requirements.

« Eliminate initial property requirements

and hold lease or title proof until the
latter stage of licensing.

Match zoning to existing commercial
and manufacturing zones; do not
create “green zones.” Align sensitive
use requirements with California
Department of Cannabis Control criteria
to prevent conflicts in the application
process!

Institute density requirements for retail
operations only, and with sensitivity to
the small amount of unincorporated
land covered by this ordinance.

Recommendation 11:
Provide Technical Assistance and Other
Supports to Equity Applicants.

« Create a one-stop-shop for cannabis

technical assistance that includes LAC-
vetted legal support, financial guidance,
employee training, tax planning, and
business development. Draw upon

and include other County agencies/
resources, including in small business
development, building safety, fire
departments, and workplace safety.
Provide access to this one-stop-shop
prior to licensing. Create a 3-stage
licensing process that selects equity
applicants first, provides training/
resources, and then moves forward with
permitting or licensing applications.
Develop a simplified application process
and provide the public with 1-page
explainers and boilerplates for required
elements like security or fire plans, in
partnership with collaborative agencies.
After applicants are accepted, build

an equity support cohort model that
allows all equity applicants to meet,
share resources, support each other,
and build supply chain relationships. This
can include wellness and mental health
support at the participant’'s choosing.

Invest LAC funds or state equity funding
in a public-private partnership to create
an incubator that can support cohorts
of cannabis equity applicants.

To advance these projects, allocate
up-front investment from the County -
including through potential partnerships
with private foundations and from
philanthropic capital.

Recommendation 12:
Help Equity Applicants Overcome Capital
Barriers.

+ Raise funds to provide grants or

repayable low interest rate loans of
significant value that can help equity
applicants overcome capital barriers.
Using registries of potential vacant
public lands or properties, identify

and help create a shared cultivation,
manufacturing, and/or testing space.
These shared spaces can also house the
“one-stop shop” for cannabis technical
assistance.

Recommendation 13:
Recruit Workers Equitably.

« Require all applicants to hire at

least 40% of their workforce from
unincorporated LAC equity-impacted
areas (aligned with equity licensing
criteria). Incentivize doubling to 80%
and/or achieving specific goals for
managerial positions, as part of merit-
based cannabis social responsibility
commitments.

Tie compliance with equity hiring

goals, including in cannabis social
responsibility commitments with annual
relicensing process.

Create a targeted outreach program
that links to high-road employers
through meet-and-greets, job fairs, and
other events.
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Recommendation 14:
Train Workers with Equity.

« Partner with LAC community

colleges, state universities, vocational
training sites, community-based
organizations, and unions to create a
cannabis workforce pipeline and paid
apprenticeships. Draw from developing
models, like the high-road statewide
joint apprenticeship model currently
being certified by the State.

Include a budtender/cannabis

counselor health certification short
course program in community college/
workforce development sites. Require
participation by at least one worker

at each delivery/dispensary/retail site.
This can cover “product potency, dosing,
evidence of harms to youth, evidence for
specific therapeutic effects and when/
how to recommend consulting with a
physician,” in alignment with the 2019
LACDPH reportx

Mirror the City of Los Angeles’
requirement of a labor peace agreement
for 10 or more applicants.

Partner with worker-led organizations to
offer worker know-your-rights training
and OSHA 10/30 safety/health, and

to offer equity employers in labor-
management training, including at
LAC-sponsored incubation and shared
spaces.

Include LAC medical cannabis, harm
reduction, and youth development
experts in a collaborative cross-agency
working group for cannabis health and
social equity.

Recommendation 16:
Protect and Educate Users.

Develop a budtender health certification
program, to be piloted in new equity
businesses and gradually implement as
a requirement for employees in delivery
and dispensary sites. Cover “product
potency, dosing, evidence of harms to
youth, evidence for specific therapeutic
effects and when/how to recommend
consulting with a physician” in alignment
with the 2019 LACDPH report. =

Require cannabis retail sites to post
comprehensive, balanced information
on cannabis use and cannabis effects,
including but not limited to the use of
cannabis for medicinal and adult-use
purposes, safe consumption, awareness
of contraindications or drug interactions,
potential risks, mental health awareness,
and other key elements to protect
public health and consumer safety,

and promote reliance upon physicians
and LAPDH resources versus informal
sources.

Develop similar community health
worker (promotora-style) programs

in partnership with community

Include workers, their organizations, and
workforce development agencies in the
Cannabis Working Group and Community
Voice Subgroup.

organizations for broader education

on cannabis use. Ensure physicians
and other healthcare providers have
access to cannabis continuing medical
education (CME) courses through
Recommendation 15: academic partnerships.

Protect and Invest in Youth.

« Support a public health equity-oriented
approach to cannabis use that is rooted
in positive youth development models
and addresses “upstream factors.”
Integrate youth in developing related
health programming.
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Recommendation 17:
Decriminalize use.

Assess and remove cannabis-related
“‘quality of life” tickets that harm
unhoused residents from County
administrative codes. Explore local
ordinances like the New York City and
State measures that prevent evictions
based on cannabis private consumption,
as well to ban the removal of unhoused
people from shelters for possession of
cannabis.

Provide venues for affordable testing
home grows, especially for qualified
patients.

Set a plan for consumption spaces in

future licensing and instruct exploration

of this, including publicly managed
consumption spaces. In the interim, work
with LACDPH to identify and designate
space for consumptions for qualified
patients.

Recommendation 18:
Protect Medical Cannabis Patients

Include business participation in the
Compassionate Cannabis Donation
Program (SB 34) to donate products to
medical cannabis patients in the merit-
based licensing program.

Expand education and access to LAC
Medical Marijuana ID (MMID) program.
Consider selecting community-based
partners in each Service Planning Area

to help medical patients enroll in the

MMID and determine participating
businesses in the Compassionate
Cannabis Donation Program.

Sponsor community-level conversations
regarding cannabis that bridge
residents, workers, patients and owner-
operators to create understanding,
increase trust, expand partnerships in
equity priority areas.

Educate the DCBA Office of Labor
Equity on implications of AB 2188, which
blocks cannabis workplace testing.
Provide educational resources through
the DCBA to ensure protections.

Recommendation 19:
Reinvest for Equity.

With the passage of Measure C (2022)
authorizing a cannabis business tax,
ensure all cannabis tax revenues go to:
1) administrative operations of OCM
and related LAC programs supporting
cannabis social and health equity;

and 2) a comprehensive health and
social equity community reinvestment
program.

Direct part of cannabis tax revenues
toward OCM social and health equity
programs, including grants and loans for
cannabis license applicants.

Create an unincorporated LAC
community reinvestment stream to
support programming at the county
that directly addresses the harms

of the drug war, prioritizing the Care
First Community Investment Spending
Plan (Reimagine LA/Measure J). This
Investment plan already includes
community engagement with those who
suffered through disinvestment during
the drug war years. The Community
Voice Subgroup can liasion with the
Care First and Community Investment
Advisory Committee to help link
processes.

Develop a mechanism to allow cannabis
businesses to invest in a community
reinvestment funding stream-much like
Community Reinvestment Act credits
for financial institutions— as part of
merit-based license application and

as part of the relicensing process. Link
future tax incentives to investment of
profits in this funding stream.
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Pathways and Practices for Cannabis Social and
Health Equity in Los Angeles County

On February 15, 2022, the Los Angeles County (LAC) Board of Supervisors passed a motion
directing the Department of Consumer and Business Affairs’ (DCBA) Office of Cannabis
Management (OCM)" to develop and implement an equitable commercial cannabis licensing
program in the unincorporated areas of LAC. This focus on equity aligns with the overall Board-
directed priorities in LAC, including: Care First Community Investment; Poverty Alleviation;

and Anti-Racism, Diversity, and Inclusion. This report assesses current practices and provides
recommendations to support “cannabis retail, manufacture, distribution, growth, testing,
regulation, and enforcement in [LAC]” as “rooted in an equity framework and [considering]
environmental impacts to biological, ecological and water resources.”

In this report, we highlight
insights from a variety of
sources—including focus
groups, individual consultations,
a literature review, and public
document analysis. We weave
in community perspectives with
an emphasis on identifying key
challenges facing LAC in its
implementation of an equitable
cannabis licensing program and
potential solutions based on
best practices. We, the primary
investigators and authors of
this report, are scientists from
racial and ethnic minority
backgrounds with experience
and long-term research focuses
on cannabis inequality and
social equity in communities of
color. In this report, we aim to
explain the complexities in the
development and maintenance
of cannabis social equity
programming with honesty and
integrity toward reparation

and justice, and a hopeful eye
towards LAC's shared future.
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Cannabis-Related Racial & Economic Disparities

Support for cannabis legalization has
shifted nationwide, with two out of three
Americans supporting legalization,
underscoring efforts to move policy goals
toward equity, particularly decarceration.
Popular opinion has driven many states to
either legalize or decriminalize cannabis.

In California, cannabis was legalized for
medicinal use in 1996 and for adult-use in
2016. Proposition 64 (2016) was one of the
first adult-use laws to mandate release of
those imprisoned by the drug war and to
reinvest resources into communities harmed
by the drug war. At the local level, cannabis
legalization also offers unique wealth-
building, job creation, and community
reinvestment opportunities that can

repair the generational loss and trauma in
communities of color caused by cannabis
criminalization. In spite of these reforms and
a thriving adult-use cannabis market in the
City of Los Angeles, disparities persist.

In terms of racial disparities, cannabis-
related arrests disproportionately target
people of color, affecting not only
individuals, but also households and
communities.™ Specifically, Black and
Latina/o/x people accounted for 75% of the
Los Angeles Police Department’s (LAPD)
cannabis-related arrests between 2019

and 2020, even though rates of use are
consistently similar between White, Black,
Latina/o/x and other racialized groups. In
2020, Black and Latina/o/x residents were
nearly three times more likely to be arrested
compared to their White counterparts

LAC Sheriff's Department (LASD) public
data from 2005 to 2021 show disparities in
majority-people of color geographic areas.
For example, the Antelope Valley Service
Planning Area (SPA), a predominantly Black
and Latina/o/x geography, had over 31,500
arrests; the majority-White West LA SPA, on
the other hand, had 2,600 arrests during the
same timeframe.

In LAC'’s unincorporated areas, those
places that are predominantly non-White,
like East LA, show higher concentrations
of “cannabis-related incidents." So too
do small cities contracting with LASD:
majority-Latina/o/x and/or Black cities
such as Lancaster (14,100 incidents) or
Lynwood (4,800 incidents) have much
higher incidents that predominantly White
cities such as Glendora (55 incidents).
Yi'\While more analysis of and access to
LASD data is needed, reports of its raids
demonstrate an enforcement approach
centered on arrests, despite the negligible
impact arrests have on unregulated
cannabis activity.” These trends suggest
the continued racialized impacts of a war
on cannabis and people who use cannabis.
To create a regulated cannabis industry
in unincorporated LAC, county regulators
and policymakers must be attuned to rates
of arrest, detention, incarceration, and law
enforcement actions (including raids) that
disproportionately target, and so harm,
communities of color.
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Income disparities exacerbate

racial disparities, particularly in the
unincorporated LAC areas of South,

East, and Southeast LA, according to the
County’s racial equity analyses* The reality
of low-paying work and high rent burden

in LAC suggests the need for wealth-
creation and capital access opportunities
to serve Black and Latina/o/x communities
who were commonly targeted by the drug
war. LAC data shows Los Angeles Black
and Mexican populations with 1% of the
wealth compared to White populations,
with Korean, Vietnamese, Filipino, and

other Latina/o/x persons also experiencing
staggering gaps.* Numerous neighborhoods
of unincorporated LAC also lack access to
banks or credit unions of any form* Further,
disinvestment and disenfranchisement from
the drug war shape social determinants

(or “upstream” factors) like employment,
housing, and healthcare access, thereby
impacting health equity and health
outcomes. The social disparities in LAC
among Black and Latina/o/x residents, and
concentrated in places like South LA and
East LA, mean heightened diabetes, heart
disease, low birth weight, and other health
problems " An equity-driven approach

to decriminalizing cannabis holds the

Pathways and Practices for Cannabis Social and

potential to reduce racialized arrests and
incarceration, and also to provide critical
medical support as well as wealth-building
opportunities for those who were historically
denied such opportunities.

However, increasing costs of legal cannabis
have restricted access in low-income

LAC communities to those living with HIV/
AIDS, cancer, seizures, ADHD, depression,
chronic pain, and other health conditions.
Communities of color in areas with high
concentrations of unlicensed cannabis
retailers, such as unincorporated East LAC
and South LAC, have expressed concerns
with overconcentration of unlicensed
retailers in their neighborhoods. Research
from Los Angeles County Department

of Public Health (LACDPH) shows that
unlicensed shops are more likely to have
high-potency products, child-attractive

or less child-resistant packaging, and
other health risks. There are also legitimate
concerns with providing sensible, legible
information regarding safe and healthy
cannabis use, underscoring the need for a
new, more nuanced lens that can uncover
past harms and prevent replicating or
creating new ones in cannabis education or
regulation.
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Opportunities to Support Equity Through Cannabis

The last few years have seen a shift in

LAC to center questions of equity and
reinvest in communities. LAC-sponsored
efforts include careful consideration of how
to raise and redirect funds toward parks,
transportation, social services, and criminal
justice to begin to heal past harms and
generate a new future. These are enshrined
in the LAC Board-directed priorities—
Care First Community Investment, Poverty
Alleviation; and Anti-Racism, Diversity

and Inclusion—and in the processes for
equitable implementation of Measures M
(transportation investments) and A (parks
funding).

The LAC Board of Supervisors' decision

to “lead with equity” in its passage of

the February 2022 motion® to develop

an equitable licensing framework aligns

with such shifts and presents its own
opportunities. The approved motion includes
an initial allocation of 90 licenses (25 retail,
25 delivery, 10 cultivation, 10 manufacturing,
10 distribution, and 10 testing). While the
limited number of licenses may prove a
challenge, it also presents a chance to
develop in-depth support, funded programs,
and connections for the emerging cannabis
market. It is an opportunity for OCM to
expand beyond legalized licensing to overall
wealth creation and decriminalization that
spans everyday usage, patient access, and
more.

In this report, we highlight voices of

people who operated in the “legacy™ and
unlicensed cannabis markets in South,
East, and unincorporated LAC, emphasizing
the importance of bringing them into the
process and opening pathways for their
economic inclusion. Sensationalized media
accounts of an “illegal market” often lose
sight of the fact that many of those who
operate in the legacy market are ordinary
small business owners, patients, and workers

who have done so for decades and have not
been able to find a path to licensing " An
approach to equity is often lost in a focus
on dramatic incidences of violence, while
rarely asking what it means to keep workers,
owners, and surrounding communities

truly safe. Learning from what has and has
not worked in other jurisdictions, the new
shift in an equity-oriented licensing policy

in LAC is a chance to address the root
causes for a persistent unregulated market,
which including a lack of pathways to a
legal market, economic need, distrust for
government based on incidences of racially-
biased policing, and other inequities.

Further, cannabis licensing provides an
opportunity to develop new models of

small business ownership programs,

capital access, and high-road employment
prioritizing vulnerable communities who

are high-need. LAC is rife with other new
experiments by numerous organizations and
educational institutions that are looking to
support this critical asset building and high-
road workforce opportunities, particularly
for those impacted by incarceration
Efforts from sectors like street vending offer
insights on how to effectively transition
actors trapped in the informal market.
Moreover, cooperative land trust models can
inform how to build assets in new ways, as
do public banking discussions ™ Meanwhile,
new lessons from LAC efforts for juvenile
justice reform, Measure J (Cares First
Community Reinvestment) implementation,
and racial reparations programming offer
insights on a community-driven approach to
end arrest-first approaches, reduce health
harms, and reinvest in harmed communities.

In learning from and linking with such
efforts, cannabis can be another hallmark
in a new direction for LAC that will make
a tangible impact on residents’ lives by
leading with social and health equity.
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METHODS
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This report compiles data from: 1.) an in-depth literature review; 2.) a diverse focus group
of LAC cannabis community stakeholders; 3.) publicly available sources; and 4.) individual
consultations (i.e, informal interviews) with community groups, policymakers, and cannabis

stakeholders across the United States.

Focus Groups

We recruited focus group participants
through local community-based
organizations that support cannabis social
equity advocacy across LAC. The resulting
convenience sample completed an online
demographic survey with equity-centered
selection criteria to ensure that historically
marginalized groups were prioritized for
selection.

We selected a total of 20 participants

who consented to join the focus group. The
discussion was conducted in English via
Zoom in August 2022. It was approximately
2 hours long. Drawing from extensive
experience in conducting qualitative
research, including other cannabis equity-
funded research studies, the co-authors
led the focus group. Additional study staff
were present for administrative purposes.
All participants were compensated $150
at the end of the focus group for providing
their time and knowledge. See Appendices
2 and 3 for further details regarding our
Focus Group methodology, including: the
Focus Group Guide, the written consent
form template, and the content produced by
participants via Jamboard.

Data Analysis

The focus group was audio and video
recorded, transcribed verbatim by Rev.

com, and reviewed with de-identified
demographic information. We conducted

a rapid data analysis and an inductive
thematic analysis of the focus group
discussion as well as outcomes from the
activities conducted during the focus group,
including Jamboard and PollEverywhere.
Our analyses were further informed by an
in-depth literature review of peer-reviewed
research and popular reports on cannabis
social equity and health equity programs, as
well as recent research on equity-oriented
policy processes and implementation best
practices more broadly.

Our extensive research in the fields of social
equity and public health further contributed
to our analyses. We drew from more than

15 combined years of research directly

with cannabis social equity and legacy
operators, workers, and consumers, with a
focus on in-depth interviews, ethnography,
and engagement in LAC capturing diverse
voices in terms of race, gender, sexual
orientation, ability, and geography. Our peer-
reviewed work has been brought before
numerous policy and government agencies.
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Limitations

While this methodology provides a snapshot of both stakeholder perspectives and existing
cannabis research—particularly on regulatory, equity and public health processes—it also
means the project is limited in scope. It is further limited given the recency of legalization.

In terms of an analysis of LAC, we rely primarily on past ethnographic research and focus
group insights regarding the legacy and unregulated market for cannabis in the region. There
are no comprehensive demographics or other economic analyses of this segment of the
market, but given the span of our prior work we do see our descriptive data on the cannabis
market as widely relevant and confirmed through repeated inquiry. There is also no public
racial and demographic analysis of the LASD arrest data for cannabis, and we therefore make
approximations or correlations to race/demographics based on the locations of these arrests.
Finally, we relied on a multi-faceted focus group and follow-up conversations with community
partners, but encourage further engagement with stakeholders beyond this as part of an
ongoing equity process.
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HOW LOS ANGELES COUNTY CAN
ACHIEVE AN EQUITABLE CANNABIS
LICENSING PROGRAM & BEYOND

In this section, based on our in-depth analysis of qualitative data from focus groups and
document review, we provide recommendations for how LAC can develop and implement an
equitable commercial cannabis licensing program—and thereby become a national leader in
cannabis equity.

Overdall, lessons learned from existing equity processes and complex issues in cannabis
demonstrate that there is no quick fix; successful program rollout will require significant time,
investment, new ideas, and risk mitigation. This is in part the impetus behind many of the
recommendations in this section, including de-prioritizing enforcement and limiting property
requirements. In order to achieve cannabis equity for the long-term, LAC should focus on
“baking in” equity from day one; engaging with the legacy market, formerly-incarcerated
persons, and regions most impacted by health inequity; and mitigating the contradictions
that plague much of the industry. Cities and counties have had to do much learning as they
go, and LAC is in a unique position to draw from these lessons while keeping focus on equity
first and foremost.
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Define Equity

Research on equitable policy
implementation suggests that starting
with a definition of equity rooted in
meaningful, continuous engagement helps
build programs that are able to achieve
their full potential for the long term* LAC
Department of Regional Planning defines
equity as “when every individual, regardless
of race, income-level, or neighborhood, is
given access to the resources they need to
succeed and thrive;” it means “closing the
gaps so that race does not predict one’s
success, while also improving outcomes for
all.

Focus group participants identified the
following critical elements of cannabis
equity:

» Social equity: An attempt to repair
the damage done by the war on drugs;
reparations; money from cannabis
staying in the communities affected by
the drug war.

» Health equity: Access to cannabis as
medicine; healthy food options; healing;
freedom from disease and health
disparities; an overall focus on wellness.

Central to participants’ definitions of equity
was access. Specifically, the connections
across social and health equity come from
“addressing the systemic disparity in access

Pathways and Practices for Cannabis Social and

to power and wealth,” according to one
73-year-old Black, Indigenous female and
two-spirit participant. She further explained
that health could only be promoted by
investing in social environments. Another
community business owner shared that
equity is about the “value of being part of a
community.” In other words, an equity lens
must have a systematic analysis of the
broader ecosystem, including disparities,
assets, and shared values guiding a vision
for the future.

Indeed, these findings support a robust
body of research arguing that health equity
goes hand-in-hand with social equity.

i Specifically, these findings suggest

that cannabis equity must include a
comprehensive, place-based lens that
looks at more “downstream” realities like
cannabis use in relation to more “upstream”
factors (or root causes) like job access,
education, green space, and moreX Any
approach to equity must also consider how
health disparities that may be related to
cannabis use are shaped by larger social
determinants of health and where new
investments created by cannabis taxes
and related economic opportunities might
be a vital intervention, especially with the
continued ravages on these areas by the
COVID-19 crisis and recession.
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Develop Equity Governing Processes

Building an equity approach includes
interagency collaboration. The work

of the Los Angeles Regional Reentry
Partnership (LARRP), the juvenile justice
reform working group, and the parks equity
collaboration to implement Measure A are
just a few examples of the impact that
deep collaboration across agencies and
with community-based groups can have.
Direct community involvement in such
efforts ensures breaking down departmental
silos in ways that center on equity goals.

> |ntegrating public health agencies is

key in LAC—and is also a rare opportunity
since most municipalities do not have this
extensive of a public health infrastructure.

As a 55-year-old Black female cannabis
business participant stated, “We're still
federally locked out, and the County is
responsible for health systems, as well as
public health..How do we minimize cannabis
businesses, especially those that are going
to focus on wellness and other types of
nontraditional things[,] bumping heads with
the federally governed health systems and
reimbursement systems that we currently
have with all of our health plans?” The
existing proposal by OCM for a Cannabis
Working Group is an ideal starting point

to conjoining social and health equity
imperatives in a way that engenders
innovation in the face of a complex
regulation situation.
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Engage Constituents in Equity Work

Recent research supports convening a
diverse stakeholder group, with individuals
across government, business, and labor/
community groups from a variety of
backgrounds (e.g, different racial/

ethnic, gender, and other identifications),
alongside policymakers who can bear
through productive tensions and work
together to guide equity processes and
growth* Indeed, focus group participants
supported a constituent-driven process.
As an Asian male participant who was
previously involved in LAC processes for
justice reform explained, “I think we need
more folks that have living experience

to be involved with legislation because
those are where all the harmful policy
that's created in the first place. We need
to have some kind of support from high up
people [with policy literacy] that can create
a positive policy and try to reduce the
people that get convicted with marijuana
or other [substances] that creates mass
incarceration.”

While challenging, research on best
practices for implementing equity-oriented
policies also highlights the critical role of
meaningful, shared decision-making beyond
just input " One participant suggested a
community oversight process over lotteries,
zoning, and other licensing selections to
ensure security. This would increase trust

in both the process and in the government.
A 27-year-old Asian non-binary cannabis
worker suggested LAC could be the first
California jurisdiction with a dedicated
community oversight committee.

Part of this process should involve
storytelling and an opportunity for affected
communities (including legacy market

actors, the formerly-incarcerated, and those
from disinvested communities) to share
their experiences, explained a 58-year-old
mixed-race female community advocate.
Doing so involves linking community
members with subject matter experts and
think tanks, she further shared. Others
emphasized the importance of both
reckoning with the past but also giving a
space to share success stories and to help
others see that pathways to equity are
possible.

[t merits noting here that engaging with
different agencies and with stakeholders
requires significant staffing and
investment for OCM to prevent additional
layers of bureaucracy and delays. Many
municipalities have learned the lesson
after the fact that they must invest first

in building their new agency capacity first,
before creating equity or even licensing
programs, to prevent massive bottlenecks
and creating more community frustration.
The Board of Supervisors must budget
appropriately even before seeing the “return”
in cannabis taxes to ensure the success of
equity and licensing of cannabis overall.

Build a Cannabis Equity Vision

Realizing the “nuts and bolts” of equity in
the midst of a changing landscape can be
hard. Research on equitable implementation
processes shows that having concrete
indicators and measurable results, in
conversation with community, plays a

vital role in programmatic success

With this in mind, the focus group offered
participants a chance to think ahead and
envision how equity should look. We asked
participants what success would look like in
five years, when global attention is focused
on LAC for the Summer Olympics and with
cannabis potentially legalizing federally.
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Several key themes emerged from
participants toward a cannabis equity
vision:

1. Equitable ownership and job
opportunities, including direct support
for local businesses owned, operated,
and supporting those impacted by the
war on drugs:

« Anindustry that locally generates
“S1I0M+ annually,” with “Black and
Brown people leading profitable
businesses increases by 50% or more
in all licenses with annual revenue of
$10 million-plus;”

- “Dispensary grants” for “minority
owned” businesses;

+ “Realignment of the regulations that
are so restrictive and serve as barriers
to actually getting the [cannabis
business] licensing;”

« “Workforce development, high-end
job development, career pathways
in cannabis that are not normal to
just dispensaries and deliveries, but
testing, a lot of different things of
that nature;”

+ ‘UJob creation is a big vision for [the]
future S years;”

+ Support for a broader hemp-based
industry. “What we need is green
[industry] and that starts with
cannabis.. Think about vanity products.
Think about the medicinal purposes
that can be used, the clothes that we
can build” This includes hemp plastics
and building materials.

+ Bringing new municipalities into
cannabis licensing to better respond
to California voters and to curb “not in
my backyard” politics.

to see, that the dollar stays in our

A link between cannabis businesses and
reinvestment in community health and
overall social good:

+ Successful nonprofit models of

cannabis and other “‘community
health spaces” that includes cannabis
community classes, trainings, and
affordable prices;

A program that creates cannabis
social entrepreneurs who directly
benefit from community-based
organizations that offer care and
healing;

“Community benefit agreements
attached to projects around cannabis
equity in local communities..[seeing
that resources are] redistributed back
into the local communities where
these businesses are [located]”
“Some of that [cannabis] tax revenue
invested in productive things for our
community.”

If you're going to put a cannabis
shop on this corner, we want to
make sure that the dollar stays
on this corner. That's what | want

schools, that the dollar stays in our
community garden because that's
what we need.

-73-year-old female and two-spirit Black
and Native community advocate



Pathways and Practices for Cannabis Social and

22 | Health Equity in Los Angeles County
3. Achieving broader social and health Creating a Cannabis Working Group can
equity through cannabis equity: both serve the purposes of inter-agency
collaboration to ensure all LAC departments
+ Legally clearing those arrested for have a shared division and vision of health
cannabis convictions via automatic and social equity. In accordance with best
expungement; practices on equity, and learning from the
« “.Folks that have disproportionately challenges in other jurisdictions, it will be
been impacted by the war on drugs essential to have a transparent process that
getting maybe a public apology from integrates input from community members.
folks that were directly responsible for This can be done in a way that does not
the disenfranchisement of people of slow the process down but helps inform
color,” and validate the process. The creation of a
+ “Changing the narrative” to Community Voice Subgroup would offer a
support decriminalization and “fully means to bring those most affected by the
normalizing cannabis.” drug war into the regulatory process, create
mechanisms for continual public input on
One 58-year-old Black and white female the definitions of health and social equity,
participant shared that she hopes LAC help build trust through partners grounded
will be a “role model of sustainability, in community, and can offer input on the
community access to health services, and cannabis social responsibility commitments.
healthcare for all” Another participant, Faith-based and worker organizations can
a 26-year-old Black female advocate/ be brought in to help with outreach on the
cannabis consumer shared that the vision licensing process. Stages like the lottery
must go beyond cannabis economics. selection can be done in a publicly-visible
“Some people do not want to own a manner, in the same way that elections
cannabis business. Some people have no certifications are completed ™

desire to do that.” Yet, even so, multiple
generations have been impacted by a now-
legalized plant.
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Recommendation 1: Define Equity. In order to develop a successful and sustainable equity
framework, all stakeholders must have a shared understanding and definition of health and social
equity. This shared definition of health and social equity can center access to cannabis wealth
creation and workforce development, healing and wellness, community investment, and other
priorities outlined by stakeholders. Bring this to the public via OCM platforms.

Recommendation 2: Develop Equity Governing Processes.

» Build a Cannabis Working Group as a standing mechanism for interagency collaboration
between LACDPH, Regional Planning, Building & Safety, DCBA, and other relevant agencies.
Include subject matter experts and information sharing with the Care First Community
Investment; Anti-Racism, Diversity, and Inclusion and juvenile justice reform initiative.

» Develop a Community Voice Subgroup as part of the Cannabis Working Group that includes
cannabis arrest-impacted individuals and those from communities disproportionately impacted
by the war on drugs. These should include community, labor, and faith-based groups with
credibility and trust in public health and social equity, and be compensated for their time.

» Create an internal cannabis health and social equity screen to guide decision-making across
participating departments.

- Allocate sufficient up-front funding in the LAC budget to staff OCM appropriately to manage
the equity mandate and regulatory demands and to collaborate with stakeholders and agencies.
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Prioritize Equity in Licensing

Identify and Prioritize Equity Applicants

Developing a licensing program centered

on equity was a consistent theme among
participants, and is a main avenue of action
that municipalities have used to repair the
harms of the drug war. Lessons learned
from other equity processes, LACDPH
recommendations, and focus group input
suggest that the best approach would be a
mixed merit and lottery-based applications
process that incorporates: 1.) baseline
equity criteria tied to cannabis-related
convictions and to residency in an equity-
impacted area, and 2.) a points system

for specific, measurable, equity-centered
cannabis social responsibility commitments.

Baseline Requirements

Individuals and Communities Impacted by
the War on Drugs

Some have critiqued barring violent crimes
in determining who qualifies for a social
equity license, given that attachment

of a violent crime charge, gun charge,

or gang enhancement to a drug-related
activity has been proven to be deeply
connected to racial inequality and to the
discretion of prosecutors. Focusing on
California crimes also ignores the impact

of federal arrests. Focus group participants
unanimously prioritized those with federal
or state cannabis convictions. Numerous
jurisdictions, such as Los Angeles, Oakland,
and Sacramento, include social equity
criteria for those with California cannabis-
related convictions. Other municipalities, like
Mendocino County, include being affected
by programs such as the Campaign Against

Marijuana Planting (CAMP) or having assets
seized through drug war raids** Mendocino
County also allows licensing prioritization
for those affected by trafficking and

sexual violence when in cannabis planting
operations. Focus group participants
underlined the collateral consequences
directly on family members, such as
spouses, siblings, and children. Several
participants had been personally impacted.
Research shows the ways education, health,
and income disparities widen in the overall
household when a member is arrested (see
Appendix 1).

------------------------------------

| think we need to support a lot .
. of folks that are being convicted

] and also the people..that were

. formerly incarcerated. | myself am

. formerly incarcerated and so | feel

. like we need to have a support
network and like a system that

y can just include everybody in there
i instead of like, look at marijuana

as something very harmful. | think
we can create a program or maybe
hire formerly incarcerated that were
convicted with marijuana. And a

lot of folks have been learning how
to grow marijuana because this

is not something that can create
harm, it can be very useful for the
community and like it can help the
economy as well.

. — an Asian male business owner and
community advocate (age unknown).

------------------------------------
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Residency and Income

The challenge identified with neighborhood
residency is that the drug war, resulting in
inequality and disinvestment, contributes

to risk of eviction and displacement, and,
simultaneously, continual movement for
better opportunities** Many neighborhoods
impacted during the height of the drug war
in LAC, like northern South Central and Echo
Park, have seen local residents pushed out
to areas like the Antelope Valley > To deal
with this, localities have sought to include
those who once lived in a jurisdiction for a
given period of time, and to loosen the kinds
of proof needed (including affidavits).

Others suggested that neighborhoods
should be considered for selection based
on other equity indicators, like poverty, and
not just by arrest rates. Different forms

of percentage based on median income

or Federal Poverty Level (FPL) have been
utilized. The latter has raised particular
concern because FPL is a national-level
blanket category that does not account
for local cost of living. It is often far below a
living or even survivable wage for areas like
LAC that have high costs of housing and
basic goods. Oftentimes, equity analyses
use markers instead, like 200% of FPL, just
to begin to assess working poverty status.
il Research from the Working Group
suggests a multipronged measure tied to
how the drug war has impacted populations.
For instance, considering an applicant
being a woman, recipient of SNAP or other
benefits, recipient of federal public housing,
and so forth»v

LAC has a unique opportunity to utilize its
existing Department of Regional Planning
(DRP) Equity Indicators Tool (EIT) to
determine equity target neighborhoods.
Among the most succinct measures of
today’s challenging conditions is the
indicator of percent housing-burdened
low-income residents, which captures
income disparities, poverty, and the threat
of displacement. There is a critical overlap
among drug war impacted areas and those
with extremely high rates of low-income
housing burdened people (i.e, those who
pay more than 50% of their income on
housing and earn 80% of the median family
income). For example, most of East Los
Angeles, Florence Firestone, and Walnut
Park have rates of housing burden above
Q0%, as well as overcrowding rates upwards
of 30% . Median income in most of these
areas falls far below $39000, while the
median income in LAC is $65,290. These
unincorporated regions of LAC are primarily
comprised of Latina/o/x, Black, and some
Asian and Pacific Islander residents.

Other potential EIT markers include
disproportionately high poverty and
segregation rate or unemployment rate.

It is important to note that this should be
the applicant’s residence, not the business
location, to prevent overconcentration.
OCM should help create easy to use public
information that either links tracts to more
commonly-used form of data (such as a
zip code) or creates an address lookup
system on the equity program website. We
will refer to an LAC tract determined to be
disproportionately affected by economic
and health inequity via the EIT in this report
as an “LAC equity-impacted area.”
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Merit Scorecard

Focus group participants suggested a
merit approach to award points for meeting
certain criteria, mixed with a lottery if a
large number of applicants reach a point
threshold. This is currently being utilized

in Detroit, Michigan, and has been used in

other jurisdictions including West Hollywood.

With the impetus—including the call from
LACDPH—to integrate social responsibility
and equity in business practices, this would
allow a baseline set of cannabis social
responsibility commitments that could be
used to determine relicensing. This is a very
clear way to start with equity and prevent
later “surprises” with which companies rarely
comply.

applicants (see above).

apprenticeship programs;

manufacturing, and cultivation.
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Protect Equity Licensing

Several focus group participants also
underlined the importance of understanding
how arrest and equity affect availability

of capital and other key elements of a
successful business. Many criteria that

have been used by other jurisdictions’ point
systems, like standard operating procedures
or extensive regulatory documents, can then
become a barrier to equity applicants and
instead favor well-capitalized firms with
wealthy investors and access to consultants
and legal staff. Succinctly put by a 73-year-
old two-spirit and female Black and

Native advocate/operator, “And so, that's
the gap..'How do you start a social equity
program with zero capital?’ What was the
whole point? They started out identifying

us as low-income, zero income, criminalized,
marginalized, and then you want to start a
multimillion-dollar business with no money.
That's called the Hunger Games”
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Recommendation 3: Identify and Prioritize Equity Applicants. Develop a mixed merit and lottery-
based licensing framework that prioritizes “equity applicants” for the first wave of licensing for 90
businesses. Equity applicants should be defined as those are: a)) directly impacted by the war on
drugs, either with prior federal, state, or local cannabis conviction(s) and/or a parent/guardian or
spouse/domestic partner of an individual with a prior cannabis-related conviction (these include
arrest(s) for cannabis-related convictions where cannabis was used as pretext for a stop or
investigation); and b.) residing for at least S years in an unincorporated LAC census tract that,
according to the LAC Department of Regional Planning Equity Indicators Tool (EIT), is at least 60%
of the population is housing-burdened and earns 80% of LAC median household income.

» Baseline Requirement: At least 51% individual, pooled, or cooperative ownership by equity

e Merit Scorecard: Develop a simple “yes/no” checklist for comprehensive, specific, and evidence-
based cannabis social responsibility commitments. Offer points for:
+ Worker-owned cooperative business structure;
+ 80% workforce from LAC equity-impacted areas (double the required amount);
- Pledging to join, fund, and hire from reommCounty-approved cannabis workforce

+ Pledging to invest a percent of profits to LAC community reinvestment fund;

+ Participation in the Compassionate Cannabis Donation Program (SB 34) for medical
cannabis patients allowing companies to donate product to low-income patients;

+ Planned implementation of consumer and worker cannabis health education programs;

+ Use of regenerative, aquaponic, or other sustainable technologies in cultivation;

+ Use of sustainable materials, recycling programs, and other technologies in distribution,

If a large number of applicants passes the merit threshold, trigger a lottery system to determine
awards. This threshold and process should be determined in advance, in consultation with the
Cannabis Working Group and its Community Voice Subgroup.
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Recommendation 4: Protect Equity Licensing.
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- Specify rules regarding the sale of existing individual, pooled, or cooperative shares, including
transferability and next of kin, to ensure ownership by social equity applicants and prevent
fraud. Require that shares be sold to other qualified equity applicants and that commitments
for social responsibility be tied directly to the license and its renewal.

During relicensing, require reporting on all cannabis social responsibility commitments and

set measurable progress as necessary for further licensing. Opportunities to correct should

be provided but relicensing should be contingent on adherence and progress on initial
commitments. Keep all data on cannabis social responsibility commitments and progress
transparent and public for accountability and to help promote these businesses as model sites
+ Integrate community-based third-party oversight into the process of equity identification, merit
selection, and the lottery, via the Cannabis Working Group Community Voice Subgroup.

Transition to a Regulated Market by Understanding
Readlities of the Unregulated Market

Build an “Education First” Pathway
to Support Transition from the
Unregulated to the Regulated
Market

The social equity process is complicated by
the fact that the demands for enforcement
have been front and center in cannabis
policy. In LAC, numerous raids have
continued even as different municipalities
have implemented licensing programs. While
there is a push to reduce and eventually
eliminate the unregulated marketplace,

LAC must not duplicate drug war tactics
that pose the same harms that equity
programs mean to heal. Indeed, the last
decade of enforcement tactics to shut
down unregulated shops have led police
and policymakers themselves to call this “an
expensive game of whack-a-mole” that has
done nothing to weaken the unregulated
market. Instead, it has led to numerous
arrests impacting more lives, most

often workers at the front lines of raided
businesses.

Readlities of the Unregulated Market

Many legacy participants explained that
the reasons for staying in the unregulated
market are largely misunderstood. They
shared that barriers to entering the legal
market and lack of information play a
major role in their decision to operate
elsewhere. As one operator shared, “..some
of us trying to stay above ground are going
broke because it's not realistic the way

this is being approached. You stand us in
line, we jump through hoops, we fill out all
the affidavits, we spend $150 on notary
public for notarizing, all for what? To still
wait in line?” The quantity of storefront and
delivery operations has historically been
larger than the number of retail licenses
available in regulated markets in LAC cities.
These stories are rarely captured in media
accounts that sensationalize crime at
dispensaries and paint “illegal” shops with a
singular brush that includes crime and guns,
rather than the more mundane realities of
the way the unlicensed market has become
crucial for the economic survival of many.
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There are no “clean lines” between regulated
and unregulated or licensed and unlicensed.
The fact is, some operators continue to
navigate both, offloading products or
maintaining investment ties across both
markets. Extensive multi-year interviews,
ethnography and other research by the co-
authors, as well as focus group comments,
suggests that larger organized cartels

do not represent a significant portion of
cannabis operations in LACi

Focus group data, interviews, and
prior research*¥ illustrate a complex
unregulated market that includes:

e Legacy actors who have operated
before 2016, which include cooperatives
and other retail/delivery actors that
operated during the medical cannabis
era. Among this group are those who:
operate where no licensing is available;
distrust government institutions based
on encounters with policing; and, in
some cases, have a lack of technical
information and resources to navigate
the licensing process.

* Newer, small delivery and retail
operations started after 2016, managed
by individual operators who seek
eventual entry into the legal system,
or who are surviving in this economy
temporarily, often in areas of LAC where
there is no clear licensing pathway.

* Product and retail outlets tied to
licensed actors who struggle with fully
shifting to a licensed model due to
the patchwork of laws in California
municipalities and/or feeling that this
is a necessary strategy given how
consumers gravitate to the unregulated
market for lower costs.

* A smaller number of shops tied to other
underground operations, but who are
often under much greater cover and
harder to locate. For some, cannabis
ventures are only a small part of other
unregulated activities; and for others,
these are part of survival strategies
that require deeper engagement to
understand the root causes.

Workers are often not directly involved

in anything more than the desire to find
meaningful, good paying work. Reports

and research also show that many workers
in legacy or unlicensed shops are rarely
aware of the license status of where

they are working (or even their location in
unincorporated LAC), and also did not have
many other options for survival

Understanding legacy market actors’
specific experiences and, more broadly,
diversity in the unregulated market serves
as a first and critical step in understanding
the realities of the unregulated market.
Legacy actors have helped build the
processes and knowledge upon which the
industry depends, whether it is in medical
cannabis patient work, cultivation, or
manufacturing. They also understand the
real pain points in licensing that can hinder
equity applicants. Much like the work of
Care First Community Investment Advisory
Committee or other LAC restorative
processes, OCM should aim to give these
actors a seat at a table and conduct
significant outreach to workers/operators
who have been waiting many years for
licensing to unfold in unincorporated

LAC. So too should trusted community
organizations be brought in for educating
unregulated actors on the opportunities
overall, to help break down mistrust
created by years of racist criminalization
and promote participation in the various
programs that will be launched.

-
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Support Transformative Justice
from the Drug War

Several focus group participants insisted
that both LAC licensing and federal
legalization cannot open the door to more
surveillance and policing. As such, LAC can
institute stopgaps at this licensing stage
to prevent what many in the cannabis
advocacy and regulation spaces have called
a “drug war 20"—a model of enforcement
that directs cannabis program funds to
the hands of the same policing agencies
responsible for the racialized execution of
the drug war.

Indeed, data show that policing-focused
enforcement strategies have only
exacerbated racial disparities, worsening
drug war legacies and particularly harming
frontline workers. In the City of Los Angeles,
cannabis-related arrests in 2020 were still
disproportionately Black and Latina/o/x
(26% and 54% respectively in 2019, and
38% each in 2020), and many of these
came through raids and other enforcement
actions at dispensaries* LASD also
routinely targets areas that are majority
Black and Latina/o/x, such as the Antelope
Valley or East LAX

In this context, a 26-year-old Black
community advocate shared, “Including

law enforcement in any cannabis budget, |
think that's a mistake. Or trying to get folks
to get in relationship with law enforcement,
I think that's a common mistake.” Many
police agencies themselves want out of this
process. Many community organizations
and equity groups have questioned the
logic of allocating cannabis tax funds to
policing given the pressing needs to repair
direct harms of the drug war and associated
disinvestment in social and educational
needs. OCM should also be keenly aware of
such concerns considering the current crisis
with the LASD and ongoing LAC Board

of Supervisors investigations into LASD
abuses and their own gangs

Pathways and Practices for Cannabis Social and

Administrative Penalties

An administrative model of enforcement
that drives toward transformative justice
incorporates direct outreach to operators
and workers to help them understand the
licensing process—and for workers to
move into new positions. Moratoriums on
enforcement should coincide with rollout
of the licensing program. While this means
that permitted and unpermitted businesses
may co-exist for a while, there are ways to
promote equity companies and incentivize
consumption from the licensed market and
ensure equity businesses see success.

If issues with unregulated businesses
persist, new strategies for administrative
penalties can be considered. Even police
departments, like LAPD, regularly report

to media that (costly) raids have had

little returnX" Water and power cutoffs are
ineffective as businesses are able to avoid
significant impact to operations through the
use of generators. Fines can be instituted,
and these can then cycle the funds back

to the maintenance of other programs like
community reinvestment and equity grants.
Landlords are an important target for fines
as they often exploit tenants’ ambiguous
legal status to collect excessive rent and
have the power to evict or close their doors
when their pocketbook is affected " (It is
important to note that there have been
incidents of lawsuits in other jurisdictions
in relationship to racial biases in landlord
fines, and this process must be carefully
monitored ) Another suggestion may be
on-the-ground public education; this can
include flyering and setting up LAC-run
informational tents next to unregulated
dispensaries informing those seeking to
enter the shop of alternative regulated
businesses and educating about the risks
posed by products and to workers in certain
unregulated shops. Any strategies that

are instituted, including fines, should be
monitored in relationship to racial/ethnic
and geographic biases, and OCM should
regularly report on these with demographics
in a publicly-accessible fashion.
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Operate in the Context of Broader
Reparative Efforts

More than 58,000 LAC cannabis-related
arrest records were left off initial automated
attempts to expunge records through the
Department of Justice, which the current
District Attorney is working to rectify*"
Working with expungement networks to
assess and take action with the District
Attorney and Public Defender on the

current state of record clearing of cannabis
convictions and investing in re-entry

and assistance available to transition.

regulated products.

/ethnic biases.

cannabis.

enforcement risks.

impacted by them.

Cannabis Working Group.
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programs is a vital part of helping transition
out of the long shadow of the war on

drugs. This is a particularly pressing issue
for residents who are unhoused and are
affected by barriers due to past convictions,
yet unaware of expungement opportunities
that can help shift their options.

OCM has a unique opportunity to model

a new approach that can shift other city
and state practices, an approach that puts
education and decriminalization which
first considers the root causes behind
gravitating to the underground.
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Recommendation 5: Build an “Education First” Pathway to Support Transition from Unregulated to
the Regulated Market. Develop pathways to legalization and administrative enforcement processes
that educate first and repair the mistrust engendered by long-term criminalization including:
» Multi-stage outreach to unregulated market operators, in partnership with trusted community
organizations and in consultation with legacy operators, informing them of licensing processes

- Intensive public education campaigns in the direct vicinity of unregulated, noncompliant
businesses to educate consumers about: 1) the risk of unregulated products and 2.) tools to find

« Increasing administrative fines targeted at landlords renting to unregulated, noncompliant
businesses to support grants, loans, community reinvestment, and other OCM equity/program
goals. Monitor and make data available on administrative penalty programs, to screen for racial

« Outreach programs to help legacy workers transition out of the unregulated market, linking them
to LAC-sponsored and high road workforce training, apprenticeships, and jobs in and beyond

Recommendation 6: Support Transformative Justice from the Drug War.
+ Request regular reporting from LASD on cannabis-related arrest data, including race/ethnicity,
age, gender, & other demographics. Make such data public and utilize in assessing future action.
« Create firewalls on cannabis administrative enforcement data to protect from federal

» Coordinate with the District Attorney, Public Defender and Alternate Public Defender’s offices to
support outreach to unincorporated LAC communities regarding expungement, including OCM
expungement fairs as part of other cannabis social equity technical assistance efforts. Focus
expungement ground outreach on LAC equity-impacted areas (in conjunction with licensing
efforts) and on unhoused communities, which are often unaware of such services yet highly

« Coordinate with other LAC working groups and reentry efforts, including those for youth, via the
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Remove Barriers to Entry

Establish an Equitable Fee Structure

Participants and numerous equity research
reports on cannabis identify tremendous
costs of survival in the regulated market

as the biggest barrier to transitioning from
the unlicensed market and to social equity
program success X" “[Regulators] have no
idea how much it costs to open a cannabis
business, nor how long it takes to become
profitable,” shared a 43-year-old Black
operator. Another operator shared that on
average, “..it costs $1.7 [million] to open up
a dispensary. That's the numbers we got to
be looking at, as far as raising money to
own and have the equity that we want in the
businesses over time.” This can include initial
fees that in most municipalities can range
in the $15,000 to $30,000 range; deposits
for leases that often run $20,000 and far
above; initial monthly rent; build-out to
match security and regulatory needs (which
can easily reach the half-million range and
above); fixtures; track and trace technology;
and staff time to start up that can easily
reach the range described. To note, these
estimates are only climbing with recent
inflation.

Per participants, and in view of the rise

of multi-state operators, such high costs
tend to benefit more corporate models

of investment and capital. These high-
capitalized operators take up individual
licenses, capitalize upon “economies of
scale” (lowering costs via mass production),
and create potential monopolies. A S1-year-
old Black woman involved in multiple
avenues of the industry shared that

equity businesses are “‘competing against
investors with the most capital from playing
monopoly locking all others out, specifically
mom and pops small business that makes
community, community.”

Focus group participants suggested the
clearest way for LAC to overcome the

barriers to entry is to waive fees for social
equity applicants, particularly if defined as
those affected by the War on Drugs. As the
same focus group participant explained:

‘I say do away with the fees for
people who lived in the communities
the war against drugs [targeted]. |
don't think they should have to pay
a fee. They paid the greatest fee.

So many people’s lives were lost,
families destroyed. It should be, at
minimal, the least amount to ensure
that everyone has access and is
able to participate..”

Several suggested that if fees exist, there
should be a tiered system based on the
applicant’'s equity status and other potential
indicators, like income. Meanwhile, fees
should be redirected back to the systems
that support cnnabis social equity.

Such a system is not unprecedented. For
instance, application fee reductions range
from 25% in Michigan to 80% in Arizona,
with many other places in the middle at
50%. At the state level, California retail
fees are $1,000 and cultivation ranges
from $135 (specialty cottage indoor) to
$8,655 (medium indoor). (Local jurisdictions
charge additional fees.)™' California
recently passed a bill requiring a fee waiver
for initial licensing and renewals from the
state Department of Cannabis Control
(DCC). The State’s fee waiver is among

the most comprehensive, allowing equity
applicants to qualify by conviction/income/
neighborhood and gross revenue cap (less
than S5 million in gross revenue) ™ This is a
critical intervention with cultivation ranging
from $1,205 to $77205 and retail from
$2,500 to $96,000, depending on entity size
and revenue X
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Recommendation 7: Establish an Equitable Fee Structure. Reduce and, with market
development, waive fees for qualified equity applicants for the full licensing application.
Tier fees based on businesses’ existing capital reserves and other factors, like conviction/
incarceration history. Require fees only at final-stage licensing.

--------------------------------------

Prevent Predatory Investment

Increase License Availability

In several cities and LAC, limiting licenses
was intended to support access for social
equity businesses by giving space for

these businesses to grow and protecting
the market from larger corporate interests.
In other areas this has created a premium
on licenses, leading to a race to obtain
these “golden tickets” at any cost! The
Working Group aptly describes how capping
contributes to a feeding frenzy, “At this
point in California, there is now a secondary
market for existing operational licenses,

a third tier market where Social Equity
Applicants are being approached by private
entities, and a fourth tier market where

the limited number of compliant properties
across the country are being secured before
licenses are even being issued.”" Expanding
or removing license caps could bring many
more social equity players into the market,
while reducing the premium created for the
license itself"

Protect from Predatory Investment

Investment relationships in the cannabis
industry can consist of power imbalances,
lack of a shared vision, and attempts

to push out equity applicants. Forcing
participants from different backgrounds
and with different value systems into
multi-million dollar relationships tied to

a highly-regulated plant has resulted in
complexities that many regulators did

not foresee. According to a 55-year-old
Black community advocate, existing equity
applicants in the City of Los Angeles and
neighboring jurisdictions have been subject

-------------------------------------------------

to “All levels of predatory or unscrupulous
practices.” These include “pay to play; gang
taxes; landlord inflated rents; and landlord
taxes.” Other participants also noted
“predatory contracts and loan sharks.”
Among existing practices in other equity
programs, focus group participants cited
practices of finding “straw men/women in
social equity contracts and businesses,”
such as putting social equity applicants as
owners in name only. Others include “taking
advantage of individuals who are less savvy
than a predatory investor/partner; bullying
of [equity] partners, and threats.” Many
investors also offer a high price built into
their offers, including control of business
operations, profit “waterfalls” that redirect
towards the investors only, low salaries, and
planned buyouts."

------------------------------------

| met with an investor and a

social equity applicant, and | was
appalled by the way the investor
treated the social equity applicant.
It was basically, ‘I own you, you
don't even get to speak. | have

the money, you have this social
equity applicant, and | couldn't
even believe it..having to partner
with these type of individuals, when
you have someone who is really
trying to do the right thing in the
right way, and to have to deal with
this is, again, unacceptable. And
unethical to the core.
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-51-year-old Black female cannabis worker/
prospective operator/community advocate

------------------------------------
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Template Contract Language & Mentorship

Other municipalities, like the City of Los
Angeles, have moved toward offering pre-
existing contract language as a tool for
equity applicants!” When coupled with
simplified technical assistance processes
such templates allow applicants to be
better prepared to navigate investment
relationships. Mentorship from equity
applicants in other jurisdictions arranged
through LAC would also be key in helping
navigate investor relationships.

Investor Registration

Part of supporting better relationships is
easing the pressure on equity applicants,
including more extensive timelines,
simplified processes, and registering
investors. Equity applicants rarely have the
time to vet investors. Often this is due to the
need to secure property in order to qualify
for social equity applications in many
jurisdictions, and thus the need for capital
Some of these decisions are made in a brief
meet-and-greet or in response to mass
emails sent to struggling equity applicants.
Ultimately, LAC can also help register
investors in a public database to support
more transparency, to centralize potential
opportunities and to help quell predation.

Cooperative Ownership

Incentivizing and supporting cooperative,
worker-owned models is another key way to
move away from investment traps. Different
from pooled ownership, cooperative
ownership offers a chance to multiply
wealth generation without outside investors.
It also centers workers who are often
impacted by the drug war and have been
essential to developing the knowledge and
practices upon which the industry depends.

LAC has numerous local community-

based programs that can support this and
be brought to provide training for social
equity qualified applicants, such as via

the LA Coop Lab¥ which has recognized
cannabis as an area of interest. Cooperative
businesses are also eligible for participation
in larger nonprofit-run funding pools that
can help cover start-up costs to overcome
capital barriers.

Other places are beginning to recognize
cooperatives. For instance, in the U.S,
Rhode Island set aside 25% of new
licenses for worker-owned cooperatives
(along with another 25% for social equity
licenses)M Looking abroad, Malta chose a
decriminalization approach that licenses
cannabis associations and social clubs
that produce collectively and share
cannabis with members. Up to 500 of these
will be licensed in the country without

a requirement to commercialize. This is

in part reminiscent of early models of
medical cannabis cooperatives, but in this
case, does not require the operation to be
medical in natureV" Research has shown,
in California and elsewhere, that many
smaller cultivation operations operated

in this matter prior to the advent of the
commercial market.™
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Recommendation 8: Increase License
Availability.

+ Petition the LAC Board of Supervisors
to manage and plan to increase license
availability over S years to avoid creation
of an inflated market to buy and sell
scarce licenses.

« Include Type S shared-use
manufacturing, outdoor cultivation, &
consumption lounges in future licensing.

+ Assign a high point value to cooperative
ownership in cannabis social
responsibility commitments.
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Develop a prospective investment

pool or database through LAC, where
investors can sign-up to link to
applicants and to support transparency.
Create boilerplate investment contract
language for operating agreements

or sample “best practice” model
agreements that include required
language protecting cannabis equity
operators. Include language regarding
decision-making control, equity share
buyout and inheritance, management
agreement restrictions, and other
protections in consultation with equity
groups and in alignment with current
research.

Include training on how to identify,
recruit, and select investors, and how
to protect oneself, in LAC-sponsored
mentorship program immediately
following qualification for the equity
program.

Include an interview portion in the
application process to speak directly
with the equity applicant about their
control, ownership, and voice in their
business.

Provide applicants with access to legal
investment agreement review as part of
the “one-stop-shop” model.

Address the Real Estate
Challenge

Property Requirements

Finding a compliant property in tightly-
zoned municipalities has proven to be a
significant obstacle for equity applicants.
Participants in the focus group described
the creation of “green zones” that landlords
and developers have taken advantage of to
charge inflated rents. These are so common
in the cannabis industry that they have
been dubbed a “landlord tax” or “cannabis
tax,” as described by participants and
confirmed in research.* As a 55-year-old
Black female advocate described, “In these
past three years, it's actually created a
situation where landlords can monopolize
and it just didn't go well for our equity
operator. So, I think we just have to realign
that” (It's important to note that this
higher-than-average rent preceded adult-
use legalization, and landlords widely have
charged what some have called this “tax”
far before 2018, in part taking advantage
of the fact that many other landlords

will reject applicants for their cannabis
involvement.)

Most jurisdictions ask applicants to

have identified and purchased or leased
properties to go through the application
process, further exacerbating the redl
estate challenge. Real estate agents and
companies have taken full advantage of
the licensing premiums to find and claim
compliant properties, and sell or rent

these at a premium ™ This is layered upon
a highly inflated California commercial
rental market, where small businesses have
minimal protections compared to residential
tenants" Some landlords have even gone
so far to leverage their access to land to
claim a part of licenses, or to come on as
partners simply for use of the property.
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Potential Solutions to Property
Requirements

Participants suggested that eliminating
property requirements would give needed
time to search for an affordable space
that meets their needs. Participants also
recommended direct support in obtaining
property to support equity applicants.
Even more valuable will be creating
shared spaces, as Oakland has done with
supporting its EquityWorks! shared-use
manufacturing facility/kitchen, Oakland
Cannabis Kitchen and Oakland Equity
Collective shared manufacturing space.
These shared use facilities (at various
stages of launch) are being utilized by a
mix of equity manufacturers with a range
of experience, who are also given extensive
supported in licensing and launch process.
Vacant public LAC lands and buildings
would be ideal for this type of community
reinvestment, a practice shows significant

licensing.
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prevent conflicts in the application process.
+ Institute density requirements for retail operations only, and with sensitivity to the small

+ Match zoning to existing commercial and manufacturing zones; do not create “green zones.”
Align sensitive use requirements with California Department of Cannabis Control criteria to

ixv

return on investment in other sectors
like food systems planning®” While this

type of support requires the Board of

Supervisors to approve the Type S shared-
use manufacturing license not to mention
start up investment, in the interim, LAC can
give more points in the merit process for
innovations like cooperatives.

Several participants also suggested keeping
zoning far more simplified and aligned

with existing commercial and retail zoning,
which aligns with OCM's current approach.
The main concern should be ensuring
criteria matches the state’s sensitive use
requirements to avoid conflicts.

Density limits may also be considered to
help meet the call by LACDPH and certain
community organizations to avoid over-
concentration in lower-income communities
of color (and in areas with lower scores on

the Healthy Places Index).
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Recommendation 10: Limit Property Requirements.
- Eliminate initial property requirements and hold lease or title proof until the latter stage of

,
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Support Equity Applicants

As one focus group participant put it, “If it's going to be a social equity program, you invest,
you identify the entities and you invest in them. In terms of resources, in terms of facility, in
terms of technical assistance, in terms of capital.” This aligns with key research on equitable
implementation that shows that equity-oriented policies must be matched with substantive
government dollar investment to succeed™ Participants and research both center on several
key areas where investment will be necessary up front, even prior to cannabis taxes coming.
Because the licensing program will start with a relatively small number of licenses (90 total),
LAC can provide intensive support to equity applicants, which will help fast-track start up and
attract consumers to this emerging market. It is also important to note that this substantive
investment has already shown high return for municipalities like Oakland,*" and can be done
— in ways that County has already modeled in other processes like the COVID-19 response,
with private philanthropy partnerships that may even be able to leverage foundations’ impact
investing arms.
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One-Stop-Shop Technical Assistance

In the focus group, numerous participants
suggested a “one-stop-shop model” that
parallels workforce development and small
business administration programs. These
would serve, one participant shared, as a
“hub of technicians and advocates” who
can provide direct assistance, including
“legal support, standard operating
procedure support, one-on-one consulting,
mentorship.” Several participants

stressed including tax planning support

to understand how to survive with current
tax rules. The key in technical assistance,

a 51-year-old cannabis operator shared, is
“collaboration, collaboration, collaboration”
among the different service providers,
agencies and relevant community
organizations. The other is that technical
assistance must be provided throughout the
process, from pre-application onward, to
ensure success.

Several jurisdictions have piloted different
programs, often through similar equity
consulting, and are experimenting on how
to best support applicants in a changing
cannabis industry. San Francisc, one of

the more comprehensive programs, takes
applicants through an analysis of financial,
consumer/customer, market, and budget
relationships. This program has received
favorable reviews, and when matched

with actual capital or property, shows the
kinds of comprehensive programming that
can help equity applicants navigate the
financial and regulatory hurdles to operating
in the licensed market. Overall, Ecotone
and Supernova Women's analysis has
shown multi-faceted technical assistance
investments do have a specific return on
investment in terms of ensuring a business
is able to develop its earning power, reinvest
in community via taxes, and increase hiring
in communities "

These types of supports cannot be built
on the premise that cannabis businesses
are ignorant of the ways to succeed in

an industry that some built for years in
the legacy market. Instead, the focus
should be centered on the key pain points
like technical hurdles associated with
regulation and complex problems of capital/
investment inherent in commercialized
markets and to give space for applicants
to share knowledge among each other
based on coming from different levels of
experience

A Simplified Application Process

Aside from the costs of licensing, research
and focus group comments show that
compliance itself is hard to navigate —from
developing security plans to upgrading
equipment. The industry has attracted
numerous consultants who promise help
navigating these requirements or passing
inspections—but such consulting comes at
a high price

Direct municipal assistance for free
consulting to complete some of the required
compliance elements, like building plans,
may be another means to offset start-up
costs and help businesses launch faster.
Participants suggested offering templates,
1-pagers, and blueprints for business

plans and other documents that do not
necessarily require person-to-person
guidance and can be easily used by equity
applicants. Other models to examine include
incorporating an interview stage in the
application process, in lieu of other written
elements, to reach equity applicants from
different backgrounds and to ensure that
equity applicants are playing a key role

in their business—a method employed by
foundations.
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Shared Cultivation, Manufacturing, and
Business Spaces

Incubators are designed to seed, support,
and help launch ventures, rather than
“own” or control applicants. They also allow
cannabis businesses to support each other.
However, it is important that incubation be
tightly defined. Equity advocates note that
many investors claimed to be developing
incubators when instead they were simply
building a multi-sited brand and looking to
obtain licenses by locking in social equity
applicants via investment mechanisms. A
municipally-managed incubation system
or public-private partnership like Oakland’s
multiple shared kitchen and manufacturing
spaces offers transparency regarding
agencies are supporting applicants, and it
will also ensure that the County is tracking
progress towards business creation and
employment. Such a program can be tied
to workforce development programs that
are being created to provide a pathway for
those in the illicit market and to help meet
industry needs for a trained workforce.

As one applicant explained, “[Oakland has]
cooperative sites, like community kitchens
where multiple businesses can work out

of, thus not having to do the heavy lift

for manufacturing if they're in the edibles
space, or shared kitchens, things like

that. They offer workforce development
programs, so they're training the community

Pathways and Practices for Cannabis Social and

to work for these businesses. All of those
things, | think, make Oakland an interesting
program to look at.” Municipally-supported
commercial properties like EquityWorks!
show that it is possible for LAC to create
direct leases for abandoned LAC properties
for shared manufacturing or for cooperative
cultivation Oakland subcontracts
incubation in the space for manufacturing
brands, including edibles, topicals and
extracts, as well as includes workforce
development training for those seeking
non-entry level employment in these fields.
The project supports five equity businesses
at a time, screened through an interview
process, and a number of workers trained in
manufacturing or compliance ™

In many early conversations regarding social
equity in the City of Los Angeles, incubators
were seen as a potential municipally-
supported way to cultivate small businesses
and support them with capital, real estate,
and guidance. The Los Angeles Cleantech
Incubator (LACI) provides a model of a
city-sponsored small business development
program that also tries to address
questions of equity and public good ™

LACI was created by the City’'s economic
development programming and by Los
Angeles Department of Water and Power
(LADWP). While it operates to some extent
as a private non-profit, it still has significant
city oversight and management.
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A Community of Support

One of the least discussed parts of
cannabis legacy and equity relationships
is the ways in which many have relied
upon each other and other local networks
to survive. In unincorporated areas, as a
S55-year-old Black community advocate
shared, cannabis economy participants
rely upon “peer-to-peer support and
neighborhood-based networks and
resources.” This includes financial support as
well as mentorship, emotional support, and
care resources. Another participant shared
that “meditation, exercise, socializing, and
gathering” are key to help applicants make
it through the process. This resiliency is

an asset that remains untapped by equity
programs.

It is also part of healing for those dealing
with the years-long impacts of reentry.

Strengthening a social equity supply chain
and mentorship ties are critical to creating
a robust system of support. By bringing
together applicants for equity, LAC can
also facilitate relationships among “micro-
license” holders to work together toward
success. Cooperation-focused processes
are part of incubation models and
successful training programs like the LACI
and Grid110. These community approaches,
led by groups like Inclusive Action for the
City, have been successful in supporting
street vendors through the hard and long
process of transitioning to a regulated
market v
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Overcome Capital Barriers

Participants stressed the importance

of government grants as a fundamental
intervention to remove barriers to entry
and to meet the economic realities of
those being prioritized by equity programs.
Based on knowledge of existing operations,
participants largely agreed that “a real
grant for cannabis business is $50,000
minimum, no payback” and a “minimum
loan investment is $250,000 with 1-3%
interest.” Many applicants thought smaller
amounts, like $25000 and $10,000,

were not sufficient to support start-up
costs, especially considering the length of
time that many applicants wait to open
and move through emerging regulatory
processes. With startup costs ranging
between S500,000 to more than S1 million,
small grants are expended by one or two
months of rent and other urgent costs

Despite the extensive need, due to federal
criminalization, small business loans backed
by the government are not available for
cannabis operators. The most common
federal loans are up to $5 million (type 7a
and S04 SBA loans, the latter being for
fixed assets), and the smallest loans are
microloans at $50,000. i

Larger cannabis loans and grants by
jurisdictions are not unprecedented: A
43-year-old Black female equity operator
shared that Oakland’'s model is important
because it offers “both grants and loans of
significant value.” Oakland offered grants
up to $90,000 throughout a multiple-
stage timeline (that includes establishment
and expansion) and loans up to $150,000
managed through a third party contractor.
The City also quickly readjusted its loan
repayment timeline when most applicants
could not pay within the first few years due
to the long length of start-up to solvency
time in cannabis. Ecotone’s return on
investment analysis shows that Oakland’s
larger grants and loans have overall return
to communities impacted by the War on
Drugs i

The San Francisco Office of Cannabis
provides dozens of grant awards up to
$100,000 to sole proprietorships and
single-member LLCs, and up to $48,000
for others, with about $3 million in funding
in 2021. By the end of 2021, the city had
disbursed $5.5 million in grants between
S50,000 to $150,000, and in 2022 had
started a process to disburse an additional
$2 million." Recipients used grants for
rent, capital compliance, and other areas.

LAC has successfully managed similar
programs, including the LAC Regional
COVID-19 Relief Fund from the DCBA
public-private foundation that provided
more equitable results than most Paycheck
Protection Programs, with extensive

impact in unincorporated areas** DCBA's
success in maintaining transparency and in
reaching far more small business operators
of color suggest that it may be a suitable
home to OCM grant and loan programs.

Of course, this kind of grant program will
require significant fundraising. We suggest
considering the DCC as an important
source of funds and recommend the State
take proactive action to support grants and
loans.

------------------------------------

| think that if we're talking about {
what a real grant program looks like,
it's going to have to be something
where we're seeing numbers that
are closer to $200,000, S100,000.
Anything less is not going to help
people get off the ground. And | !
think that if you can do that with a {
mix of loan opportunities that have
low or no interest loans that don't

) require payback for the first two
years of business, and that can offer
those loans that can go up to a half
million dollars. | think that they need
to step up and stand in the gap for
the SBA loans that we're not able to
access in this industry.

— a 43-year-old Black female cannabis
worker/prospective operator

------------------------------------
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« Create a one-stop-shop for cannabis technical assistance that includes LAC-vetted legal
support, financial guidance, employee training, tax planning, and business development. Draw
upon and include other County agencies/resources, including in small business development,

building safety, fire departments, and workplace safety.

« Provide access to this one-stop-shop prior to licensing. Create a 3-stage licensing process
that selects equity applicants first, provides training/resources, and then moves forward with
licensing applications.

- Develop a simplified application process and provide the public with 1-page explainers and
boilerplates for required elements like security or fire plans, in partnership with collaborative
agencies.

« After applicants are accepted, build an equity support cohort model that allows all equity
applicants to meet, share resources, support each other, and build supply chain relationships.

This can include wellness and mental health support at the participant’'s choosing. Invest LAC

funds or state equity funding in a public-private partnership to create an incubator that can
1 support cohorts of cannabis equity applicants.
- To advance these projects, allocate up-front investment from the County — including through

potential partnerships with private foundations and from philanthropic capital.

+ Raise funds to provide grants or repayable low interest rate loans of significant value that can
help equity applicants overcome capital barriers.
+ Using registries of potential vacant public lands or properties, identify and help create a shared

i cultivation, manufacturing, and/or testing space. These shared spaces can also house the “one-

stop shop” for cannabis technical assistance.
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Support Workforce Development

Develop a Workforce Development
Pipeline

For focus group participants, the
opportunities to promote equity also
require incorporating workers and creating
comprehensive pathways to opportunity.
They look to “[create] a pipeline of young
people interested in learning from seed
to sale, employment training that are
specifically built to create the pipeline
for entrepreneurship” in cannabis.

This is especially relevant for targeted
unincorporated areas, where incomes are
relatively lower and local opportunities
scarce.

Both workforce development best practices
and focus group participants suggest that
community colleges are critical sites for
cannabis courses and training. In California,
pilot programs are underway in Los Angeles
(Southwest College), Long Beach (Long
Beach City College), San Francisco (San
Francisco City College), and Alameda
County (Laney College). These include
introductory coursework on cannabis
operations in different fields, and the first
two are potential partnership sites for LAC
given their proximity to unincorporated
areas. East Los Angeles College (ELAC) is
also considering such programming. LAC
Workforce Development programs already
have existing relationships with ELAC

and Southwest College, and working with
them may support adjoining goals, like

the development of a biotech and STEM
corridor through ELAC.

Several respondents and workforce
development research note that paid
opportunities are key; it is not enough

to create unpaid internships, especially

if the end goal is equity. At present,

major unions are developing “High-Road
Training Partnership” (HRTP) statewide
apprenticeships, which centers equity

and matches apprentices with supportive
programs that recognize challenges faced

by Black, Indigenous, and other workers
of color, and help workers stay in their
positions. Employers participate in a joint
apprenticeship committee, pay into a
training fund, and are able to hire highly
trained equity workers at a starting rate
that increases with experience. Including
unions guarantees long-term protections
for apprentices and empowers equity
participants.

------------------------------------

One Native and Black female

and two-spirit participant

. emphasized the importance of
workforce development as a lever
for community reinvestment and
restorative justice: “How many of
those green crosses that are in our
community that are paying taxes,
how much of those taxes going to
end up back in our community? And -
the only chance we have is through 1
employment development, making
sure that if you get employed and
you've got a cannabis shop in our

neighborhood, somebody better :
be coming from my neighborhood
walking in that shop and getting a X
paycheck.” 1

------------------------------------

Focus group participants stated that
businesses should be required to hire
directly from communities affected by
inequity. This should be determined in
alignment with the screening for ownership
programs. A zip code based strategy
avoids adding illegal questions to the hiring
process and third party hiring agencies and
intermediaries. The City of Los Angeles and
Sacramento are among the few jurisdictions
to ask license-holders to consider local
hiring and hiring workers through an

equity lens. Such programs are similar to
community benefit agreement requirements
for development that mitigate displacement
and may be a way to stop cannabis
gentrification.
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Equity hiring requirements can be set at a
rate such as 40%, mirroring the successful
program in Long Beach, with applicants
who go double this awarded points in the
merit process** Currently, the City of Santa
Ana is considering a similar program for
reducing taxes based on efforts to support
workers and equity. This rate of 40% also
was selected as it combines the 30% local
hire and 10% target hire set by the County'’s
Local Worker Hire Program for capital
projects

Protect Workers

The backbone of the industry in LAC is
still predominantly people of color, with
women of color often working frontline
service positions. While cannabis jobs
can offer enhanced income earning, skills
development potential, and other pathways
to equity for target populations, there are
several key factors that have made these
jobs challenging for Black, Indigenous,
and People of Color (BIPOC) workers in
particular:

* Insecurity, including the constant
threat of raids and policing that targets
workers equal to operators/investors;

¢ Sexual harassment, by both customers
and managers/staff;

» Wage theft, through unpaid
“internships,” lack of meal and rest
breaks, failure to provide overtime, use
of “by the pound” rate (in cultivation),
and other illegal labor practices;

* Unsafe worksites, including lack of
protections from hazards including
pesticide exposure*

Cannabis workers are also largely
responsible for integrating regulatory
requirements to keep patients and
communities safe, from checking
identification to managing the Marijuana
Enforcement Tracking Reporting &
Compliance (METRC)—the official state
track and trace system. Training programs
are an important asset to helping
guarantee safety, but also to validating the
professional nature of work. As a 57-year-
old mixed-race female community advocate
explained, “For harassing behavior, workers
need to know their employment and labor
laws and their rights to a safe [workplace]
and [the right to] zero tolerance for
harassment work environment.” Participants
suggested that LAC provide training and
education on these topics; there are also
specific OSHA intensive trainings (OSHA-
10 and OSHA-30) provided by worker
organizations. Equity employers also have
noted the need for supports in how to train
workers and budget for paying workers well,
and a major union representing cannabis
workers is piloting a program in Oakland

to train social equity employers in labor-
management alongside workers in an
innovative new model.
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Another worker present at the focus
group laid out a simple avenue to
protect workers: “Unionize!” Indeed,
numerous media have highlighted

the surprising presence of unions and
democratic worker organizations in
the cannabis industry" Fortunately,
access is built into cannabis, unlike
many other industries, through
California state laws guaranteeing

a “labor peace agreement” for any
business with 20 employees; given
the average business size locally, Los
Angeles City lowered this to 10 workers.
At present, the City of Los Angeles
has seen one of the highest rates of
unionization of cannabis businesses

in the country. In-depth qualitative
research shows that workers note a
marked difference in unionized retail
locations from both licensed non-
union and unlicensed retail locations,
including space to raise grievances,
combat harassment, receive overtime
and breaks, obtain healthcare
benefits, higher wages, and implement
protections for transgender workers

Research also demonstrates that
workers find value in the cannabis
industry itself. Medical cannabis
frontline care work, a broader cannabis
culture/community, and in-depth
knowledge of plant biology, dynamics,
and chemical and manufacturing

have been cited as valued benefits

of working in the industry* Many of
the frontline workers are themselves
responsible for the innovations in
medical, cultivation, and manufacturing
technologies and applications. Given
that many are workers of color, creating
pathways to cooperative ownership
and encouraging other programs like
profit sharing are imperative to ensure
this is a wealth-building investment.

Pathways and Practices for Cannabis Social and
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Recommendation 13: Recruit Workers
Equitably.

Require all applicants to hire at least 40%
of their workforce from unincorporated
LAC equity-impacted areas (aligned

with equity licensing criteria). Incentivize
doubling to 80% and/or achieving specific
goals for managerial positions, as part of
merit-based cannabis social responsibility
commitments.

Tie compliance with equity hiring goals,
including in cannabis social responsibility
commitments with annual relicensing
process.

Create a targeted outreach program that
links to high-road employers through
meet-and-greets, job fairs, and other
events.

Recommendation 14: Train Workers with
Equity.

Partner with LAC community colleges,
state universities, vocational training sites,
community-based organizations, and
unions to create a cannabis workforce
pipeline and paid apprenticeships. Draw
from developing models, like the high-
road statewide joint apprenticeship model
currently being certified by the State.
Include a budtender/cannabis counselor
health certification short course

program in community college/workforce
development sites. Require participation
by at least one worker at each retail site.
This can cover “product potency, dosing,
evidence of harms to youth, evidence for
specific therapeutic effects and when/
how to recommend consulting with a
physician,” in alignment with the 2019
LACDPH reportx"

Mirror the City of Los Angeles’
requirement of a labor peace agreement
for 10 or more applicants.

Partner with worker-led organizations to
offer worker know-your-rights training and
OSHA 10/30 safety/health, and to offer
equity employers in labor-management
training, including at LAC-sponsored
incubation and shared spaces.

Include workers, their organizations, and
workforce development agencies in the
Cannabis Working Group and Community
Voice Subgroup.
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Protect Youth, Patients, and Communities

Protect and Invest in Youth

Focus group data make clear that young
people were particularly harmed by the
first iterations of the war on drugs and
remain at-risk by current policies. Since the
1990s, zero tolerance laws and increasing
police presence in schools have meant that
students who utilize cannabis or are found
in possession can be easily suspended,
expelled, and/or immediately referred to
law enforcement Such encounters are
not documented in LAPD data utilized by
the City of Los Angeles. School police fall
under LASD and are often invisible in the
conversation on cannabis licensing policy.

Prop 64's architects took a tremendous
step forward in attempting to curb the
criminalization of youth by ending the arrest
or incarceration of children for cannabis
violations. Now, youth under 18 can only
receive a non-fine infraction that carries
consequences such as 5-20 hours of

drug education, counseling, or community
service.

LAC is well-positioned to build on existing
work for a more restorative and effective
model of youth engagement. Thanks in part
to the active efforts of youth, Los Angeles
Unified School District (LAUSD) has put in
place a comprehensive Restorative Justice
program that tempered the zero-tolerance
ethos by establishing alternatives for
suspension in the case of first cannabis
possession.”! So too are the current
efforts to reimagine juvenile justice
fundamental parts of the conversation
ahead on cannabis.

Researchers and advocates argue that
further steps are needed, as youth ages 18
to 21 can still be charged with infractions
and misdemeanors for possession. In 2017,
Los Angeles City Council unanimously
approved a recommendation to reduce
any misdemeanors under California Health
and Safety Code Section 11357(a)(2) and
(b)(2) to citations without a fine (with only
community service and participation in a
Youth and Safety program) ' The state
has yet to take similar action.

LACDPH analysis suggests an approach
rooted in youth development and positive
motivational interviewing focusing on
schools affected by inequity. Agreement
across the board seems to show a need to
move from penalization to education for
youth to understand the adverse impacts
of cannabis in ways that support broader
goals like “a sense of support, belonging,
mastery, self-efficacy, and independence
that will help them succeed in all aspects of
“fe.”lxxxwx

Focus group participants recognized that
youth themselves should serve as the
starting point to develop a youth platform.
Much of the anti-drug curricula were written
during the height of the drug war and with
unbalanced evidence regarding cannabis.
Youth participatory research models are an
important tool to help build this curriculum,
especially if they center systems-impacted
youth. Several participants lifted up the
work of community-based organizations
that place formerly incarcerated youth in a
position to help guide restorative justice.
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------------------------------------

We literally support and work ]
with those directly impacted by A
incarceration, and also young 1
people. We literally work to uplift
system-impacted young people. 1
- Everyone that works at [our A
y organization] is system-impacted
©  insome way. | work [at this
organization] because my dad went
) to prison, forever. We put our money
. where our mouth is, so everybody
in there is directly impacted by
the system. We're all people of
color, we all work in South Central.
And we practice transformative
justice, so we do not allow police .
or any policing type of systems
in our space. We've been running
for, I think 22 years, I've been
with them for @ years, and we've
- still continued that mission. We
. practice transformative justice, so
no criminalizing things. We've just
been working with the community
so long and doing lots of different
things. And | think it would be great
to have us join.

. — a 26-year-old Black female community
advocate/cannabis consumer/community 1
member .

------------------------------------

Protect and Educate Users

Significant concerns are raised in public
health scholarship and by community
groups that, in particular, Black and other
racialized communities have been targeted
by tobacco advertising and can be targeted
by cannabis advertising. Zoning regulations
and an effort to push out retail operators
from wealthier areas over time have also led
to the reconcentration of both licensed and
unlicensed dispensaries in areas like South
and East Los Angeles, mirroring similar past
concerns with liquor stores.

Helping ensure patients have proper
information and communities

understand the benefits and potential
health implications of cannabis means
responding to these needs and barriers
comprehensively. Punitive models that carry
policing and fines tend to disproportionately
harm low-income and unhoused residents.
“ Harm reduction and other proactive
education models seek to break down
stigmas and help people feel comfortable
seeking services that protect their

health and dignity simultaneously, while
informing residents of various methods

and monitoring of cannabis consumption

to support health. LACDPH and its partner
agencies have spearheaded this vast,
complex, and growing field in other health
equity work, including Overdose Education
and Naxalone Distribution

Medical and adult-use consumers also face
risks, like eviction and job loss, that would
worsen health “downstream.” Landlords and
shelters still have the option to evict people
who consume cannabis, and residents

who are unhoused lack any public spaces
to safely consume or to participate in

legal home grows (less than 10 plants). "
This often affects those in public housing,
shelters, or single-room occupancies.

This means that the most economically
precarious residents face worsening health
disparities. Curbing landlord and shelter
practices that lead to greater economic and
housing insecurity are an important step, as
is exploring public cannabis consumption
spaces, especially for medical patients. To
note, New York City was among the first
jurisdictions to pass an ordinance to protect
public housing residents from eviction due
to private use and public space cannabis
possession, and a wider state law protecting
medical cannabis patients
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Engage and Protect Workers

Another important and often misunderstood
resource in the health equity aspects are
cannabis workers themselves and their

role in health education. Many frontline
cannabis consultants and retailers shared
that the driver behind their work is helping
others navigate medical aspects of
cannabis. This role was shaped extensively
by the development of medical cannabis
collectives in the 1980s and 1990s, when
queer communities created a care model
driven by crowd-sourced medical knowledge
and person-to-person relationships ™ Many
workers have thoughtfully engaged in a
process of helping consumers navigate their
medical needs, similar to how a pharmacist
would (albeit with even more personalized
depth).

Providing certified budtender/cannabis
consultant training through community
college and/or apprenticeship program
workshops may be a critical intervention
point, and a way to recognize the crucial
role these young workers already play

in health equity outcomes. Budtender/
cannabis consultant training is especially
important if one considers that many of
these workers are younger Black, Latina/o/x,
Indigenous, and Asian Pacific Islander
women (including queer and transgender
identified people) who would benefit from
the kind of boost this would provide to their
working conditions and marketable skills.
It would also be vital that such training
ensure budtenders/consultants understand
that they are not providing medical advice
(to protect them and their businesses
from lawsuits). These programs can be

an opportunity to help budtenders and
consultants transition to other medical-
related higher education and vocational
programs.

Such training can parallel effective
promotora health models that have been
piloted in Los Angeles. Overall, cannabis
health education training can be extended
to other community health workers, in
partnership with local nonprofits.

Worker safety is still a significant issue of
concern, given their exposure to pesticides,
high-intensity light, chemical fertilizers,

and other toxic products. What would

help here is investment in pathways to
union protections as well as access to
comprehensive, in-person OSHA 10/30
training in alignment with state law.
Sustainable outdoor cultivation also plays
a role in mitigating health concerns for
workers. Indoor grows produce substantially
more pollutants to maintain their space and
use much more technology to simulate the
outside year-round atmosphere, whereas
outdoor or “sun-grown” are known for more
regenerative practices. As one of the only
metropolitan counties with agriculturally
zoned land, LAC may consider taking
advantage to support a more sustainable
product. At present, there is no differing
risk shown in outdoor grows (even the

smell itself is not produced until harvest)
and indoor grows have proven a more risky
environmental and health venture, including
massive greenhouse gas emissions
correlated mostly to HVAC systems v
However, outdoor operations are also water
intensive and can be a source of pesticide
runoff in non-organic cultivation " It also
merits considering the intersection with
environmental justice and the location of
more industrial zoned lands in LAC. Across
the board, the use of hydroponic, aquaponic,
organic, regenerative, and other sustainable
indoor/outdoor cultivation techniques are
critical to minimizing the environmental
harm, and can be incentivized via a merit-
based system.
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Decriminalize Use & Protect Medical
Cannabis Patients

A framework for health equity must

include cannabis medical patients in an
understanding of both the benefits and
risks with cannabis access. Patients and
other community stakeholders hold vital
insights into how to concretely support
safe, steady, and affordable care. Recent
research shows that low-income people

of color lack consistent medical cannabis
access. Specifically, they cannot afford
price increases in the licensed market

and lack access to trusted primary care.
Therefore, they are reluctant to enroll in
medical cannabis programs, making them
more likely to use alternative therapies, non-
prescription medications, and non-regulated
cannabis " Home grow programs are
meant to help bridge this gap, but access to
testing for home grows is challenging, as is
education overall on how to best implement
this.

The costs of cannabis are of major concern
to patients from low-income communities
across LAC, including actually accessing
programs meant to address inequities in
medical access. Responding to patients who
pressed the importance of integrating these
individuals with the changing commercial
market, California revamped its regulation
to allow untaxed and discount/free medicine
programs via the Compassionate Cannabis
Donation Program (SB34) to ensure rising
costs do not lock out low-income patients.
“*Though the Medical Marijuana ID Program
(MMID) offers qualifying tax discounts

and access to other services, focus group
participants noted that the registration

system is challenging to navigate and linked
to fear of registering cannabis use with a
public agency. LACDPH data from 2019 also
show dropping enrollment. Community-
rooted and health equity area targeted
education, enrollment support on MMID
programs, and incentives in merit licensing
may boost participation in Compassionate
Cannabis Donation.

Moreover, there is an ongoing need to
consider larger decriminalization processes
that ensure those with medical cannabis
conditions are not penalized with tickets,
loss of housing or access to housing,
unemployment, or other dangerous
destabilizing realities. Recently passed laws
like AB 2188 that ban testing of workers

for cannabis, signal a growing statewide
understanding of the contradictions of such
punitive policies and the need to protect
cannabis patients and consumers to ensure
equity.

------------------------------------

i Well, as a 3-time cancer thriver, 1

I've relied on cannabis for years for
) my treatment and my alternative
therapies. So, what | would say is
that question that | hope | never _
hear again from the medical X
] industry, ‘how do you know it has 1
. health benefits? What is the data? !
Do you have data? Do you have
research?’ If | never hear that or the
word ‘protocol’

1 — a 60-year-old Black male cannabis
patient

------------------------------------
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Recommendation 15: Protect and Invest in Youth.

+ Support a public health equity-oriented approach to cannabis use that is rooted in positive
youth development models and addresses “upstream factors.” Integrate youth in developing
related health programming.

+ Include LAC medical cannabis, harm reduction, and youth development experts in a
collaborative cross-agency working group for cannabis health and social equity.

Recommendation 16: Protect and Educate Users.

- Develop a budtender health certification program, to be piloted in new equity businesses and
gradually implement as a requirement for employees in delivery and dispensary sites. Cover
“product potency, dosing, evidence of harms to youth, evidence for specific therapeutic effects
and when/how to recommend consulting with a physician” in alignment with the 2019 LACDPH
report.xv

+ Require cannabis retail sites to post comprehensive, balanced information on cannabis use and
cannabis effects, including but not limited to the use of cannabis for medicinal and adult-use
purposes, safe consumption, awareness of contraindications or drug interactions, potential risks,
mental health awareness, and other key elements to protect public health and consumer safety,
and promote reliance upon physicians and LAPDH resources versus informal sources.

« Develop similar community health worker (promotora-style) programs in partnership with
community organizations for broader education on cannabis use. Ensure physicians and other
healthcare providers have access to cannabis continuing medical education (CME) courses
through academic partnerships.

Recommendation 17: Decriminalize use.

+ Assess and remove cannabis-related “quality of life” tickets that harm unhoused residents
from County administrative codes. Explore local ordinances like the New York City and State
measures that prevent evictions based on cannabis private consumption, as well to ban the
removal of unhoused people from shelters for possession of cannabis.

- Provide affordable venues for testing home grows, especially for qualified medical patients.

+ Set a plan for consumption spaces in future licensing and instruct exploration of this, including
publicly managed consumption spaces. In the interim, work with LACDPH to identify and
designate space for consumptions for qualified patients.

Recommendation 18: Protect Medical Cannabis Patients

+ Include business participation in the Compassionate Cannabis Donation Program (SB 34) to
donate products to medical cannabis patients in the merit-based licensing program.

+ Expand education and access to LAC Medical Marijuana ID (MMID) program. Consider selecting
community-based partners in each Service Planning Area to help medical patients enroll in
the MMID and determine participating businesses in the Compassionate Cannabis Donation
Program.

+ Sponsor community-level conversations regarding cannabis that bridge residents, workers,
patients and owner-operators to create understanding, increase trust, expand partnerships in
equity priority areas.

+ Educate the DCBA Office of Labor Equity on implications of AB 2188, which blocks cannabis
workplace testing. Provide educational resources through the DCBA to ensure protections.
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Bridge Health & Social Equity in
Community Reinvestment

The call to invest cannabis tax funds back
into drug-war-affected communities was

consistent during the focus groups. This

can look like “investing in non-profits that

are at the front lines of our [drug-war
impacted] communities,” as well as into
public workforce, education, and health

institutions. This also includes investment
in the kinds of grants, loans, and assistance

programs for operators detailed in prior
sections. Fortunately, the County has

already engaged in building a community-

driven investment process through Care
First Community Investment Spending
Plan (born from Measure J), in which

cannabis tax funds can be directed in a way

that addresses questions of community
disinvestment from the war on drugs.

Together, this framework of reinvestment

links health and social equity approaches,
benefiting communities harmed by a drug

war approach and supporting “upstream”
solutions for health equity. Participants

also strongly underscored how investment

of tax money should not go to further

perpetuating the same policing practices
that caused harm in the first place. Taking

guidance from and linking the Cannabis
Working Group (and Community Voice

Subgroup) to the Care First and Community
Investment Advisory Committee would be a
simplified but robust way to engage directly
and support the County’s already existing
work in the direction of repairing the harms

of the drug war.

A California youth-led network provided an
analysis of current efforts for reinvestment,

highlighting existing programs (updated
here with information from outside
California):

« Santa Ana has set aside a “public
benefit fund” in which “revenue

Pathways and Practices for Cannabis Social and

from cannabis sales in town would

be allocated to libraries, park
improvements, and youth services.” In
2021, $9.6 million went towards these,
including Wi-Fi hotspots for youth,
library investment, and a parks program:=
Santa Cruz County invests 20% in early
childcare, afterschool programs, and
scholarships. This includes the Thrive

by Three program, which dramatically
strengthens the early childcare program
for low-income individuals and their
families. It also supports nurses to

visit first-time mothers early in their
pregnancies and for 2 years after

birth. The program started as a 12.5%
investment and voters increased the
amount to 20% in 2021 when it became
a permanent part of the City Charter®
Monterey County has invested cannabis
taxes in early childhood education

and intervention programs, a homeless
shelter, and a pilot Whole Person Care
program that provides comprehensive
case management services to those
who are experiencing homelessness

or have mental illness, substance use
disorders, or multiple chronic diseases.
Humboldt County uses $400,000 in
cannabis revenue per year to fund

the Adverse Childhood Experiences
(ACEs) Collaborative Partnership, which
seeks to address the impact of the
intergenerational trauma inflicted by
the War on Drugs and deep poverty in
the Emerald Triangle region. It provides
early childhood mental health supports,
training for early childhood educators on
social-emotional needs of children, and
training for foster parents of children
who have experienced trauma.

Chicago suburb Evanston has funded

a historic local reparations program via
cannabis revenue, supporting housing
ownership for Black communities.
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Overall, community investment should be a
central pillar in LAC's approach, recognizing
the challenges and contradictions in
operating in a system that has perpetuated
exclusions, while mobilizing public power

to create genuine access and inclusion. A
73-year-old two-spirit Native and Black
woman provided the following summation of
an equity-rooted reinvestment strategy and
cannabis tax use:

“How do you take a social equity
approach to addressing disparities,
addressing criminalization,
addressing all of the traumas
associated with criminalization of
cannabis and you try to create it
within a system and a structure that
is designed to impede based upon
race and gender? ..the question

has to be asked, are we going to do
the same thing, expecting different
results? Are we going to spend our
time doing all of the assessment and
all of the work and jumping through
the hoops and filling out all the
documents only to end up where we
are right now? Because we're trying
to fit a round hole into a square peg
and it won't work. So, that will require
us to become more civic-minded —
civic engagement, working together
to dismantle the structure in order to
create a social equity platform.”

©0 © © 0 0 0 0 0 0 00 000 0000000000000 000000000000000000 00
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Recommendation 19: Reinvest for
Equity.

« With the passage of Measure C (2022)
authorizing a cannabis business tax,
ensure all cannabis tax revenues go to:
1) administrative operations of OCM
and related LAC programs supporting
cannabis social and health equity; and
2.) a comprehensive health and social
equity community reinvestment program.

+ Direct part of cannabis tax revenues to
OCM social and health equity programs,
including grants and loans for cannabis
license applicants.

« Create an unincorporated LAC
community reinvestment stream to
support programming at the county
that directly addresses the harms
of the drug war, prioritizing the Care
First Community Investment Spending
Plan (Reimagine LA/Measure J). This
Investment plan already includes
community engagement with those who
suffered through disinvestment during
the drug war years. The Community Voice
Subgroup can liasion with the Care First
and Community Investment Advisory
Committee to help link processes.

« Develop a mechanism to allow cannabis
businesses to invest in a community
reinvestment funding stream-much like
Community Reinvestment Act credits for
financial institutions— as part of merit-
based license application and as part of
the relicensing process. Link future tax
incentives to investment of profits in this
funding stream.

® © 0 0 0 0 00 0 00000 0000000000 000000000000 EEOSOCOCOCOS S S
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Conclusion: A Potential Program Workflow

Launch Social Equity Licensing
Applicant Registration

» Hold community workshops to guide
registration for licensing, detailing
merit-based processes.

- Launch social equity investor
registration/public database.

« Conduct further legacy market
outreach to invite applicant
registration and help transition
workers.

+ Recruit youth to engage in health

promotion; select Service Planning

Area-level (SPA) Medical Mariuajana

ID (MMID) liaison organizations.

Coordinate with the District Attorney

and Public Defender to outreach to

unhoused and other vulnerable
populations regarding expungement
services.

Begin exploring with Board of

Supervisors new phases of licensing,

including consumption lounges,

outdoor grows, and Type S shared-
use manufacturing facilities.

Social Equity Licensing Roll-Out

«+ Process final social equity applications and
conduct inspections on site, linking to
support resources as needed.

- Launch apprenticeship courses in
partnership with community college,
union, and community-based organization
programs.

- Rollout of cannabis health-equity
programming, including
budtender/cannabis consultant
certification.

« Continue legacy market outreach to
support workers, businesses in transition.

- Launch youth development-centered
education programs in target equity
schools/communities.

Phase |

Phase Il

Phase lll

Phase IV

Phase V

Building Collaboration & Consenus

« Develop cross-agency Cannabis Working
Group with Community Voice subgroup.

« Explore shared incubator and public vacant
land availability.

« Develop materials for “Education First”
legacy market outreach, including
storytelling & education project.

« Develop merit-based cannabis social
responsibility criteria for application
processes and with public transparency.

« Apply for state funding for grants program &
training/technical assistance programs.

Applicant Support, Resourcing and
License Preparation

« Select applicants based on registration &
transparent merit processes. Post applicant
cannabis social responsibility commitments.

- Launch Social Equity Cohort Training
Program for all selected applicants and
one-stop support.

- Engage qualified applicants in multi-week

technical assistance and community

building to support application completion,
and include investor meet-and-greets and
initial startup grants/loans.

Support participants in identifying rental

properties, including offering access to

shared space as possible.

Market Advancement

- Integrate cannabis social responsibility
merit processes into re-permitting process
and new licensing.

-+ Support worker continuing education on
health, safety, and other programs.

« Advance opportunities for consumption
lounges, outdoor grows, Type S shared-use
manufacturing, and other licenses

« Launch community reinvestment funding
via tax revenue, in coordination with Care
First Community Investment processes.
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APPENDIX 1:

Brief Analysis and Literature Review of
Incarceration Approach Impacts

Impacts of the current incarceration approach include:

+ Reduced high school completion and lowered access to post-secondary educational
opportunities in affected communities for those incarcerated and their families '

« Exacerbation of racialized disparities in health through incarceration, including heightened
rates of HIV/AIDS and untreated mental iliness "

+ Increased exposure to risk of deportation among vulnerable migrant populations, through
imprisonment, and the risk of associated social dislocation and dispossession™

» Reduced job opportunities through both direct (i.e, background checks that occur before
hiring, even though employers are banned from directly® asking about arrest history on
applications) and indirect discrimination against formerly incarcerated peoples®

- Drastically low opportunities for capital access and small business ownership for wealth
creation®!

- Increased wage disparities and lessened mobility opportunities in vulnerable communities.

cviil

+ Reduced tax base for vulnerable communities due to joblessness, lack of wealth-creation,
lack of home ownership.

+ Expropriation of assets and capital from vulnerable communities through drug raids and
other war on drugs policing tactics, including in continued post-2016 enforcement

+ Inflation of drug prices through illegalization, creating market distortions and making
access to medical cannabis more expensive for vulnerable patients.™

+ Production of massive debt, with S50 million dollars in criminal justice debt nationally, and
the average post-incarceration debt amounting to $13,000 and consuming on average
60% of a person’s income®

« Continued disenfranchisement of people of color from the electoral process (though
California now allows those in county, not state, jails to vote).

+ Increased distrust of the policing and political system and frustration with existing
arrangements, making political reintegration challenging .«
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APPENDIX 2:

Focus Group Survey

Focus group survey questions exclude display, skip, and other survey logic.

Q1 Do you consent to taking this survey? [Yes, No]

Q2 What is your gender identity? [Man (cisgender), Woman (cisgender), Trans man, Trans
woman, Nonbinary/nonconforming, Two-spirit, Intersex, Other (please specify), Prefer not
to respond]

Q3 What was your biological sex at birth? [Male, Female, Intersex, Prefer not to respond]

QL4 What is your sexual orientation? [Straight/Heterosexual, Gay, Bisexual, Asexual, Queer,
Other (please specify), Don't know/Not sure, Prefer not to respond]

Q5 Do you identify as Hispanic or Latina/o/x? [No, not of Hispanic, Latina/o/x, or Spanish
origin; Yes, Mexican, Mexican-American, Chicano; Yes, Puerto Rican; Yes, Cuban; Yes,

of another Latina/o/x, origin (please specify - for example, Salvadoran, Guatemalan,
Nicaraguan, Peruvian, Honduran, etc), Prefer not to respond]

Q6 What is your racial identity? (Select all that apply.) [American Indian, Indigenous or
Alaska Native, Asian, Black or African American, Native Hawaiian or other Pacific Islander,
White, Middle Eastern or North African, Some other race (please specify), Prefer not to
respond]

Q7 What is your tribal affiliation or indigenous group affiliation? (Select all that apply.)
[Cahuilla (Ivilyugaletem) Tribe, Hopi Tribe, Hupa Tribe, Mohave Tribe, Washoe Tribe, Yurok
Tribe, Mayan, Mixteco, Zapotec, Other (please specify)]

Q8 What are your Asian origins or ethnic identities? (Select all that apply.) [Chinese,
Filipino/Pilipino, Indian, Japanese, Korean, Pakistani, Thai, Vietnamese, Other (please
specify)]

Q9 What are your Native Hawaiian or Pacific Islander origins or ethnic identities? (Select
all that apply. [Hawaiian, Guamanian (Chamorro), Samoan, Other (please specify)]

Q10 What are your Black and/or African American origins or ethnic identities? (Select all
that apply) [Beninese, Bissau-Guinean, Ethiopian, Eritrean, Gambian, Ghanaian, Haitian,
Jamaican, Malian, Nigerian, Senegalese, Other (please specify), | don't know]

Q11 What are your White, Middle Eastern or North African origins or ethnic identities?
(Select all that apply.) [European, Middle Eastern (includes Armenian), North African, Other
(please specify)]

Q12 What are your countries of origin in Europe? (Select all that apply.) [England, France,
Germany, Ireland, Italy, Russia, Spain, Other (please specify)]

Q13 What are your Middle East country of origins? (Select all that apply.) [Armenian
diaspora, Egypt, Iran, Israel, Lebanon, Palestine, Saudi Arabia, Syria, Turkey, Other (please
specify)]

Q14 What are your countries of origin in North Africa? (Select all that apply.) [Algeria,
Egypt, Morocco, Libya, Other (please specify)]

Q15 What was your income before taxes in calendar year 2021? [SO to $10,000, $10,001
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to $20,000, $20,001 to $30,000, $30,001 to S40,000, S40,001 to S50,000, S50,001 to
$60,000, S60,001 to 70,000, $70,001 to S80,000, $S80,001 to $90,000, S?0,001 to
$100,000, $100,001 to $250,000, $250,001 to S500,000, S500,001 or more, Prefer not
to respond]

Q16 Have you been a resident of Los Angeles County for at least 5 years? [Yes, No,
Prefer not to respond]

Q17 Have you been ever been incarcerated? [Yes, No, Prefer not to respond]
Q18 Do you have a prior cannabis arrest or conviction? [Yes, No, Prefer not to respond]

Q19 Have you had a family member or close relative incarcerated? [Yes, No, Prefer not to
respond]

Q20 Are you a former foster youth? [Yes, No, Prefer not to respond]

Q21 Are you a veteran of the armed forces? [Yes, No, Prefer not to respond]
Q22 Are you a person living with a disability? [Yes, No, Prefer not to respond]
Q23 What is your age? [Select Age]

Q24 What is the highest level of education you received? [Some High School, High
School Diploma/GED, Associates Degree, Bachelor's Degree, Masters or professional (e.g,
Law Degree), Doctorate]

Q25 Are you a fluent English speaker? [Yes, No, Prefer not to respond]

Q26 Are there other parts of your identity that you would like to share? [Open-Ended
Survey Responsel]

Q27 Do you self-identify as any of the following? [Existing or Prospective Cannabis
Business Operator, Other Business Owner, Cannabis Worker, Community Advocate,
Cannabis Medical Patient, Cannabis Consumer, Accredited Investor (if not accredited
access to excess of $1 million more to invest in cannabis businesses), Cannabis Attorney
(e.g, admitted to Bar of State of California), Community Member, Healthcare Worker
Related to Cannabis, Other, None of the Above]

Q28 When was your first cannabis business formed? [Month/Year. Please write N/A if not
yet formed]

Q29 What kind of cannabis business do you operate or intend to operate? [Cultivation,
Manufacturing, Testing, Dispensary, Delivery only, Distribution, Event Organizer,
Consumption Lounge, Not Applicable]

Q30 Do you have a cannabis business license in California? [Open-Ended Survey
Response]

Q31 What year did you start working in the cannabis industry? [Open-Ended Response]

Q32 What kind of cannabis business do you work in? (Select all that apply) [Cultivation,
Manufacturing, Testing, Dispensary, Delivery only, Distribution, Event Organizer,
Consumption Lounge, Not Applicable]

Q33 Which issue areas are you involved in? [Cannabis equity, Drug war reparations,
Abolition/criminal justice reform, Small business access/equity, Health equity, Immigrant
rights, Racial justice, Gender or LGBTQ justice, Environmental justice, Other]

Q34 Do you have or intend to have any financial, legal, consulting, advocacy, health or
any other formal ties to the cannabis industry? [Yes, No]
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APPENDIX 3:

Focus Group Discussion Methodology

Focus Group Process:

The research protocol was performed in accordance with the Declaration of Helsinki and
using a Determination of Research with Human Subjects assessment process, the Ethical
& Independent Review Services determined the project was not considered “research” and
formal Institutional Review Board review was not required. All focus group participants
provided written informed consent prior to participation and recording. Using a community-
partnered and community-informed semi-structured guide developed for this study,
facilitators asked open-ended questions and led interactive exercises using Jamboard and
PollEverywhere to elicit discussion about:

+ Definitions of health, social, and racial equity in cannabis;

+ Their vision of cannabis social equity;

« The process for creating a social equity licensing program in unincorporated LAC;
+ Challenges of past approaches to cannabis equity; and

« Equity models.

To obtain a working framework on health, social, and racial equity, participants were asked to
brainstorm and create a word cloud on PollEverywhere responding to the following prompt:
“Let’s start with the why. What does social equity mean to you, when it comes to cannabis?
What does health equity mean to you, when it comes to cannabis?”

In the discussion of their vision for cannabis social equity in unincorporated Los Angeles
County, participants were asked: “What does success look like when it comes to cannabis
health and social equity in Los Angeles County, 5 years down the road?”

In discussing how to create a social equity program from “scratch, without rules and no base,”
participants were split into two groups and utilized Jamboard to create digital sticky notes to
think through equitable business development, workforce development and worker equity, and
finally health equity and reinvestment. Finally, in addressing equity challenges, participants

in the complete group were asked to describe the barriers, pitfalls, and traps associated with
social equity programming. They were asked: “What do you think is the biggest misconception
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'Sensitive use requirements can be found in Cdalifornia Business and Professional Code S. 26054 (2021).

"With antiracist intention and attention to language, we respectfully utilize the plant’s scientific word “cannabis” in place
of “marijuana,” a word with a racist history, where appropriate.

"Updated Framework and Recommendations for Regulating Commercial Cannabis in Unincorporated L os Angeles
County (December 20, 2021), submitted to Board of Supervisors.

¥ Research at the national level shows the effects of arrest are deep and do not stop at prison doors. Disparities in arrest
and incarceration can reverberate through communities. Research on this is noted in depth in Appendix 1.

v Oliver-Ray, Lexis (2020). Blacks and Latinos Still Account for Over 75% of Cannabis Arrests in Los Angeles. LA Taco.
November 11. See also: Drug Policy Alliance (2016). It's Not Legal Yet: Nearly 500,000 Californians Arrested for Marijuana
in the Last Decade. San Francisco: DPA.

Vi Oliver-Ray, Lexis (2020).

V' Data from publicly-available LASD Cannabis Incident Data, 2005-2021.

Vit Data from publicly-available LASD Cannabis Incident Data, 2005-2021.

* Following participants in the industry, in this report, we use “legacy” to signify the long- standing presence of this
market and its role in shaping the medical, cultivation, and other practices upon which the industry relies.

* County of Los Angeles Anti-Racism, Diversity and Inclusion (ARD) Initiative (2021). Los Angeles County Equity Strategic
Plan. LA: LAC ARD.

“ De La Cruz, Viesca, et al. (2016). The Color of Wealth in Los Angeles. SF: The Federal Reserve in San Francisco.

“I' Neighborhood Data for Social Change (2017). Bank Deserts: Nearly One in Five LA. County Neighborhoods Lack Bank
or Credit Union. KCET. November 27.

X Qur County LA (2018). Public Health and Wellbeing Briefing. LA: OurCountylLa.org

“V Nicholas, Will, Greenwell, L, et al. (2019). Health Equity Implications of Retail Cannabis Regulation In LA County. LA: Los
Angeles County Department of Public Health, Center for Health Impact Evaluation.

“ LA Board of Supervisors Motion, February 15, 2022. Implementing an Equitable Commercial Cannabis Regulator
Framework. (Proposed by Supervisors Solis and Mitchell).

“'We define legacy actors as dispensaries, cultivators and other cannabis businesses who have operated since before
2016, which include cooperatives and other retail/delivery actors that operated during the medical cannabis era, and have
historically provided for local medical patients and other community members.

i For example, see Ormseth, Matthew (2022). Killings, robberies, extortion. California can't stop its booming illegal
cannabis stores. Los Angeles Times. September 13.

i Sanchez-Lopez, Alejandro, Robert Chlala, Pamela Stephens and Manuel Pastor (2017). Freeing Our Futures: How Data
Can Inform New Economic Strategies for Boys and Men of Color. Los Angeles: RISE Network.

“* For examples, see Beverly-Vermont Community Land Trust; Inclusive Action for the City; and Public Bank LA.

*To note, this research has been conducted in Los Angeles County and focused on the best mechanisms to actualize
the equitable intent behind recent policies. See: Carter, Vanessa, Manuel Pastor and Madeline Wander (2018). Measures
Matter: Ensuring Equitable Implementation of Los Angeles County Measures M & A. LA: USC PERE.

! Data derived from LA County Equity Indicators Tools, available via the LA Department of Regional Planning site.

»i Braveman, Paula & Gottlieb, Laura (2014). The social determinants of health: it's time to consider the causes of the
causes. Public health reports, 129(1_suppl2), 19-31; Williams, David R, Costa, M.V, Odunlami, A. O, & Mohammed, S. A.
(2008). Moving upstream: how interventions that address the social determinants of health can improve health and
reduce disparities. Journal of public health management and practice, 14(6), S8-S17.

*ii\Woolf, Steven H. (2017). Progress in achieving health equity requires attention to root causes. Health Affairs, 36(6),
984-991.

»iv Qur County LA, 2018; Corburn, J, Curl, S, Arredondo, G., & Malagon, J. (2014). Health in all urban policy: city services
through the prism of health. Journal of urban health, 91(4), 623-636. Marmot, M, Friel, S, Bell, R, Houweling, T. A, Taylor, S,
& Commission on Social Determinants of Health. (2008). Closing the gap in a generation: health equity through action

on the social determinants of health. The lancet, 372(9650), 1661-1669. And Shah, G. H., Shankar, P, Schwind, J. S, &
Sittaramane, V. (2020). The detrimental impact of the COVID-19 crisis on health equity and social determinants of health.
Journal of Public Health Management and Practice, 26(4), 317-319.

¥ This aligns with best practice research in LA County on equity. See: Carter, Vanessa et al (2018).

» This includes research on equitable “just growth” spearheaded by researchers Manuel Pastor and Chris Benner,

and affirmed by sources like the Federal Reserve Bank of Cleveland, and the need for “diverse and dynamic epistemic
communities,” which are key to addressing inequality and spurring growth. For more, see: Benner, C,, & Pastor, M. (2013).
Just growth: Inclusion and prosperity in America’s metropolitan regions. Routledge; Randall Eberts, George Erickcek, and
Jack Kleinhenz (2006). Dashboard Indicators for the Northeast Ohio Economy: Prepared for the Fund for Our Economic



https://law.justia.com/codes/california/2021/code-bpc/division-10/chapter-5/section-26054/
http://file.lacounty.gov/SDSInter/bos/supdocs/160074.pdf
http://file.lacounty.gov/SDSInter/bos/supdocs/160074.pdf
http://lataco.com/cannabis-arrests-la-latino-black/
https://drugpolicy.org/news/2016/08/its-not-legal-yet-nearly-500000-marijuana-arrests-california-last-decade
https://drugpolicy.org/news/2016/08/its-not-legal-yet-nearly-500000-marijuana-arrests-california-last-decade
http://lataco.com/cannabis-arrests-la-latino-black/
https://lacounty.maps.arcgis.com/apps/dashboards/34bbd24f219c47e5a5af45ad37258acd
https://lacounty.maps.arcgis.com/apps/dashboards/34bbd24f219c47e5a5af45ad37258acd
https://ceo.lacounty.gov/racial-equity-strategic-plan/
https://ceo.lacounty.gov/racial-equity-strategic-plan/
https://www.aasc.ucla.edu/besol/Color_of_Wealth_Report.pdf
https://www.kcet.org/neighborhood-data-for-social-change/bank-deserts-nearly-one-in-five-l-a-county-neighborhoods-lack-bank-or-credit-union
https://www.kcet.org/neighborhood-data-for-social-change/bank-deserts-nearly-one-in-five-l-a-county-neighborhoods-lack-bank-or-credit-union
https://ourcountyla.lacounty.gov/wp-content/uploads/2018/10/Our-County-Public-Health-and-Wellbeing-Briefing_For-Web.pdf
http://publichealth.lacounty.gov/chie/reports/Cannabis_HIA_Final_7_15.pdf
http://file.lacounty.gov/SDSInter/bos/supdocs/166358.pdf
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Joel Ayala FIFTH QUARTERLY REPORT REGARDING IMPLEMENTATION OF

AN EQUITABLE COMMERCIAL CANNABIS REGULATORY
FRAMEWORK (ITEM NO. 6, AGENDA OF FEBRUARY 15, 2022) AND
OTHER ACTIVITIES RELATED TO THE LEGALIZATION OF CANNABIS
(ITEMS NO. 3 AND NO. 9, AGENDA OF FEBRUARY 7, 2017; ITEM NO.
20, AGENDA OF MAY 21, 2019)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant County departments, to proceed with the
development of a commercial cannabis regulatory framework and an equity
program outlined in the Updated Framework and Recommendations for
Regulating Commercial Cannabis in Unincorporated Los Angeles County
report (December 2021)." Your Board further directed OCM to coordinate with
relevant County departments to provide written status updates on a quarterly
basis.

OCM filed quarterly reports on May 16, 2022; August 15, 2022; November
18, 2022; and February 17, 2023.2 The quarterly reports also combine
other updates regarding Cannabis Legalization (ltems No. 3 and No. 9,
Agenda of February 7, 2017) and the Implementation of the Unlicensed
Cannabis Business Closure Plan (Item No. 20, Agenda of May 21, 2019),3
as a single consolidated report to your Board.

1 Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial
Cannabis, December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf

2 Office of Cannabis Management Quarterly Reports (May 16, 2022, August 15, 2022, November 18, 2022, and
February 17, 2023): http://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf

3 Consolidated Cannabis Legalization and Implementation of Unlicensed Business Closure Plan Reports:
http://ffile.lacounty.gov/SDSInter/bos/supdocs/111534.pdf

!:icba.lacounty.gov 320 W. Temple St., Room G-10, Los Angeles CA, 90012-2706
info@dcba.lacounty.gov (213) 974-1452 * (800) 593-8222 * Fax: (213) 687-1137




Each Supervisor
May 15, 2023
Page 2

This fifth quarterly report provides the latest progress on program design and
implementation of an equitable cannabis program. Specifically, the following report
includes updates on the following topics:

e Summary of the community feedback sessions to collect input on equity program
recommendations included in the recently published Equity Assessment;

e Progress on cannabis business permitting process development;

e [Efforts on cannabis compliance and enforcement; and

e Legislative advocacy efforts.

Since the last quarterly report, OCM coordinated and hosted a series of community
feedback sessions during the month of March. The sessions focused on presenting some
of the key findings from the recently published Equity Assessment and to gather public
input on recommendations included in the report. In addition to the feedback sessions,
an online survey was made available on OCM'’s website to provide other opportunities for
public feedback on equity program considerations, including program eligibility, workforce
development, and tax revenue allocations. Feedback on the equity program continues to
be accepted directly through OCM’s e-mail: Cannabis@lacounty.gov.

The attached report provides a summary of community feedback collected thus far
through the above-mentioned channels. Some of the most common themes from the
feedback sessions include concerns with the illicit market and its impact on regulated
cannabis businesses; concerns with the low number of initial cannabis business permits
to be made available; varying opinions regarding defining communities impacted by the
war on drugs; concerns related to zoning requirements and permit distribution; an
emphasis on the need for legal protections for equity applicants from predatory
investments and local community benefit requirements; and a desire for reinvestment of
cannabis business tax revenues going directly back to communities.

OCM is compiling all community feedback collected and will incorporate suggestions as
an addendum to the Equity Assessment for final Cannabis Equity Program
recommendations, targeted for late summer 2023.

Since the last report, the OCM is also finalizing agreements with identified consultants
that will support two critical program needs. One consultant will be tasked with conducting
a Programmatic Environmental Impact Report (PEIR) of the County’s commercial
cannabis business program in compliance with the California Environmental Quality Act
(CEQA). Meanwhile, the other consultant will provide services in strategic planning,
research, performance measurement, project management, and process improvement
on the design and development of the Cannabis Equity Program. Obtaining industry
expertise in the design of the equity program and services mentioned in the Equity
Assessment will help ensure the County effectively meets the needs of equity operators
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and an evolving industry. Both agreements are anticipated to be executed by the end of
May 2023.

To support the development of an equitable cannabis business program, OCM recently
applied to the State’s Retail Access Grant. This grant makes $20 million available to local
governments to support the development and implementation of a cannabis retail
licensing program and expand access to regulated, tested cannabis in the legal market.
Grant funds will be distributed in two phases, with a total of $10 million in funding available
in each phase. The County is eligible to receive up to $475,000 in Phase 1 and a
maximum of $2 million in Phase 2. If awarded, OCM would utilize grant funds on general
program development and equity program costs, including application fee support,
technical and legal assistance, and direct financial assistance for equity applicants. OCM
will provide an update on the grant application, anticipated in June 2023.

Lastly, OCM continues to promote visibility and participation of the Cannabis Compliance
and Enforcement Program (the Emblem Program) through educational billboards and
promotional videos and direct outreach to other jurisdictions to encourage participation in
the program. OCM continues to work with partnering County departments to respond to
concerns related to illicit cannabis activities, including community presentations and
exploring additional collaborative opportunities regarding substance use and youth
prevention strategies.

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in August 2023.

Should you have any questions concerning these matters, please contact me or Laura
Magallanes, Acting Deputy Director of the Office of Cannabis Management, at
Imagallanes@dcba.lacounty.gov.

RC:JA:.LM:FGN
JG:SMB:EV:ph

Attachment

C: Executive Office, Board of Supervisors
Chief Executive Office
Acting County Counsel
Sheriff
Agricultural Commissioner/Weights and Measures
Fire
Public Health
Public Works
Regional Planning
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FIFTH QUARTERLY REPORT ON IMPLEMENTING AN EQUITABLE
COMMERCIAL CANNABIS REGULATORY FRAMEWORK

INTRODUCTION

On December 20, 2021, the Los Angeles County Office of Cannabis Management (OCM)
submitted an updated framework and recommendations for regulating commercial
cannabis in unincorporated Los Angeles County,* which was subsequently approved by
your Board in February 2022. In seeking to create an equitable cannabis business
program, the report recommended addressing both the administrative infrastructure
barriers that create inequitable outcomes, and the gap in educational, technical, and
financial resources caused by systemic racism and exacerbated by the war on drugs. It
further highlighted the need for a centralized and simplified licensing program, a strong
and supportive compliance infrastructure, and significant investment into education, job
training, technical assistance, and capital for qualified equity candidates.

Since the approval of the updated framework, OCM continues to work with partnering
County departments on the development and implementation of an equitable cannabis
regulatory framework. OCM provides written quarterly updates to your Board, detailing
the latest progress on program design and implementation of an equitable cannabis
program.

This fifth quarterly report provides updates on the development of the Cannabis Equity
Program, the cannabis business permitting process, cannabis compliance and
enforcement efforts, and legislative advocacy efforts.

EQUITY CANNABIS PROGRAM

In the last quarterly report, OCM provided a summary of the recently commissioned
Equity Assessment findings and recommendations. The report also contained preliminary
considerations for program eligibility, such as justice involvement, income, residency, and
ownership requirements. Other topics mentioned included reserving a certain portion of
permits for equity applicants, as well as launching the Cannabis Equity Program, with an
initial focus on retail and delivery permits. OCM also provided updates on upcoming public
outreach and community feedback sessions.

4 Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial Cannabis,
December 20, 2021: http:/file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf
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Summary of Community Feedback Sessions

During the month of March, OCM hosted four in-person and one virtual community
feedback sessions throughout unincorporated Los Angeles County. The time and
locations also mentioned in the last report are included in the chart below.

Supervisorial

Date Time Location District
March East Los Angeles Library

13, 5:30 p.m.-7:00 p.m. 4837 E. 3 Street 1
2023 Los Angeles, CA 90022
March South Whittier Library

16, 5:30 p.m.-7:00 p.m. 11543 Colima Road 4
2023 Whittier, CA 90604
March Quartz Hills Library

18, 12:30 p.m.-2:00 p.m. 5040 West Avenue M-2 5
2023 Quartz Hill, CA 93536
March A C Bilbrew Library

21, 5:30 p.m.-7:00 p.m. 150 E. El Segundo Boulevard 2
2023 Los Angeles, CA 90061
March

23, 12:00 p.m.-1:00 p.m. Virtual All Districts
2023

The community feedback sessions focused on presenting some of the key findings from
the recently commissioned Equity Assessment, while providing an opportunity to gather
public input on some of the recommendations included in the report. The sessions
provided ample time for public input, offering guiding questions related to topics on
program eligibility, workforce development, and tax revenue allocation, including:

1. Who should be eligible for the County’s Cannabis Equity Program?

2. What business and workforce development resources would you like to see offered
by the County’s Cannabis Equity Program?

3. What programs or services should be prioritized when allocating cannabis
business tax revenue?

4. How can we ensure cannabis businesses benefit the communities where they are
located?
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While the guiding questions were offered to help facilitate a focused dialogue, attendees
also provided other general feedback on any related topics. These sessions were open
to the public and included Spanish translation services. The sessions were advertised
through County listservs of approximately 81,500 contacts and directly to stakeholder
groups, your Board offices, as well as OCM’s website.

In all, more than 100 individuals registered for at least one session with a wide interest in
the cannabis industry. Attendance at each in-person session varied from 8 to 25
individuals, with the largest number of attendees (40) at the virtual session. A recording
of the virtual session is available on OCM’s website.

Attendees at the sessions included medical cannabis advocates, current industry
participants, community advocates, and residents. The diverse perspectives and opinions
highlighted the varied stakeholder interests, both in areas of differences and similarities.
Below provides some of the recurring concerns from the community feedback sessions:

e The unregulated market and its impact on regulated cannabis businesses.
Attendees generally expressed less opposition to regulated cannabis businesses
compared to unregulated businesses. Unregulated cannabis businesses were said
to blight local communities and increase public health and safety risks. Conversely,
attendees at each session expressed a desire to convert unregulated cannabis
businesses into the regulated market. Some suggestions from the sessions
included pausing enforcement against unregulated cannabis retail businesses,
while allowing cooperating owners to pursue a pathway towards compliance.

e Public health and safety with cannabis business. Public health and safety,
including safe access to legal cannabis, was also consistently discussed
throughout the sessions. Some attendees highlighted concerns surrounding
mental health, substance abuse, and youth access. Attendees were not in
consensus on the solution to such concerns. Some residents called for a
recommitment to prohibition or much larger buffers from sensitive uses. Other
residents contended that prohibition, or de facto prohibition by virtue of large buffer
zones, is a failed public policy; these residents instead advocated for increased
legal access to drive out unregulated operators in favor of permitted operators who
will be bound by local health and safety regulations.

e Prioritizing populations impacted by the war on drugs for equity program
eligibility, but less consensus around how to define Disproportionately
Impacted Areas (DIAs). Attendees generally agreed that those most
disproportionately impacted by cannabis prohibition should receive the first
cannabis business permits, and that the most DIAs should be identified using data.
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However, there were mixed opinions on how to define those most
disproportionately impacted, including whether to use justice involvement, income,
housing burden rates, or other criteria. Some attendees argued that only current
residents of DIAs should qualify, while others pushed for five- or ten-year residency
requirements. Furthermore, attendees disagreed on whether eligibility should be
tied to residency in unincorporated Los Angeles County compared to anywhere
within the County. In multiple meetings, attendees resisted a low-income eligibility
component, contending that such a requirement invites predatory investment and
tokenization of equity applicants.

e The low number of initial cannabis business permits to be made available.
Industry respondents were united in the perspective that the current amount of
authorized cannabis business permits is insufficient to meet consumer demand
within Los Angeles County. Residents highlighted the number of unregulated
cannabis retail businesses currently in operation as proof of consumer demand
and the need for safe access. Similarly, attendees at each feedback session
warned that lack of access, caused by an inadequate number of permitted
retailers, will not reduce consumer demand, but merely drive consumers and
entrepreneurs towards the illicit market. As such, attendees urged the County to
consider increasing the number of cannabis business permits to be made
available.

e Safe and equitable access to cannabis, zoning requirements, and permit
distribution. Significant discourse surrounding cannabis business locations and
concentrations emerged, with a focus on safe and equitable access. Residents
urged a methodical approach to determining which business types, and in what
quantity, should be located throughout unincorporated Los Angeles County.
Attendees supported such considerations as population density, the availability of
legal cannabis in areas adjacent to unincorporated communities, environmental
hazards, and the predominant zoning of unincorporated areas. Residents also
highlighted the need for a nexus between the cannabis business owner and the
community in which they operate. Overall, attendees agreed that zoning and
permit distribution must be performed equitably, and not necessarily equally.

e Legal protections for equity applicants from predatory investments and local
community benefit requirements. Attendees offered feedback on proposed
support services for the County’s Cannabis Equity Program, such as legal and
technical assistance. Residents regularly raised concerns surrounding predatory
investment and the need for robust regulations, free legal assistance, or both, to
address it. Residents also expressed a need for assistance in the context of price-
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gouging, specifically rent prices in “green zones”, i.e., relatively limited areas that
conform with all applicable cannabis zoning requirements. Attendees also pushed
for certain policies to support equity beyond cannabis business ownership,
including the need for local protections for medical cannabis donations made
pursuant to Senate Bill (SB) 34. Attendees also expressed support for a local
targeted hire program, in which cannabis businesses must hire a certain
percentage of their workforce from disadvantaged communities. Other
suggestions included a business-specific community benefits plan that mandates
each business provide some form of direct benefit to the community in which they
operate.

e Cannabis business tax revenues reinvested back into communities.
Attendees overwhelmingly were opposed to allocating Measure C revenues to the
County General Fund, citing transparency concerns. Instead, communities
consistently raised the importance of allocating tax dollars to the communities that
generate them. This priority, it was asserted, must be balanced with ensuring tax
dollars are allocated to DIAs, even if it is not where a cannabis business is located.
Thus, varying opinions emerged between ensuring tax dollars go back to the
communities that generated them, ensuring tax dollars go to DIAs, and not
necessarily only placing cannabis businesses in DIAs.

Online Feedback Survey

In addition to the community feedback sessions, OCM offered an online survey for the
public to provide input. The survey was posted on OCM’s website over a six-week period
and included questions similar to the feedback sessions regarding the Equity Assessment
and development of the County’s Cannabis Equity Program. The survey remained
available between March 1, 2023 and April 15, 2023, and promoted through the County
listserv, OCM'’s website, and social media channels. During this timeframe, OCM received
nearly 30,000 website pageviews and had nearly 8,300 impressions through social media
posts, resulting in 40 online survey responses. Despite the low response rate, the
responses generally aligned with concerns expressed during the in-person sessions and
illustrated the differing opinions across various stakeholders. A full breakdown of the
survey results is included as an attachment in this report (Attachment A).

E-mail Feedback Submissions

OCM also accepted public input submitted directly to OCM’s e-mail account at
Cannabis@lacounty.gov. Relatively few residents submitted written feedback via e-mail
compared with the survey and feedback session participants. Of the e-mails received,
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emphasis was placed on equitably locating cannabis businesses, mental health, and
public safety. Submitted written responses are also included as an attachment in this
report (Attachment B) and will continue to be accepted throughout the development
phase of the Cannabis Equity Program.

As a next step, OCM is compiling all community feedback collected and will incorporate
suggestions as an addendum to the Equity Assessment for final Cannabis Equity
Program recommendations, targeted for late summer 2023.

REGULATORY FRAMEWORK

Cannabis Permitting Process and Development

OCM continues coordinating regular workgroup meetings with Regional Planning, Public
Health, Public Works, Fire, and Agricultural Commissioner/Weights and Measures to
identify, develop, and implement operational level strategies to support a more
streamlined business process, and with a focus on cross-departmental communication,
transparency, and customer service.

OCM'’s previous quarterly report provided an overview of each County department’'s
responsibilities with cannabis business approvals, including plan reviews, on-site
inspections, and equipment registrations. OCM estimated the process for obtaining all
necessary approvals taking between 6 to 12 months, and costing businesses up to
$15,000 or more in County fees. However, these estimates may vary on a case-by-case
basis due to numerous factors that could impact the cost and time to open a cannabis
business. The report further highlighted certain missteps from other jurisdictions that led
to prolonged licensing delays for equity applicants. Although many of the factors
influencing overall costs and approval timelines mentioned in the report are out of the
County’s control, added delays or complexities in the process may result in increased
costs for cannabis businesses and challenges for equity applicants with limited resources.

Since the last report, the County department workgroup has discussed implementation of
pre-application strategies aimed at reducing delays and complexities of the permitting
process, as well as opportunities to reduce costs for equity applicants. These strategies
include:

e Pre-Application Counseling: The County department workgroup identified pre-
application counseling as a strategy to reduce delays and complexities in the land
entitlement and permitting process by educating applicants on requirements prior
to application submission. In February 2023, OCM began exploring optional pre-
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application counseling meetings for cannabis businesses to help applicants
determine the clearances required from each department. Historically, pre-
application counseling has been used primarily for more complex projects and land
development. However, Regional Planning has observed a recent uptick in pre-
application counseling requests for less complex projects requiring ministerial
approvals, indicating a feasible option for future cannabis business owners.

Pre-application counseling meetings are coordinated by Regional Planning and
held virtually on a monthly basis, normally occurring on the second Tuesday of
each month. Requests for pre-application counseling can be made online via
Planning’s Applications & Forms webpage,® with an average wait of approximately
one and a half to two months for a scheduled meeting. Applicants must also pay a
fee to each department that reviews preliminary plans and provides counseling
services, which could cost about $1,000 to receive pre-application counseling from
Regional Planning, Public Health, Public Works, and Fire.

e Application Fee Support: OCM also began exploring the feasibility of subsidizing
fees for equity applicants. As previously mentioned, the fees associated with plan
reviews and inspections may cost applicants upwards of $15,000, which are based
on a full cost recovery model. Thus, subsidizing fees for an equity applicant would
require departments to either absorb the loss in revenue or identify another source
of funding to offset that cost. To this end, OCM is evaluating grants (see Retail
Access Grant section) that may be used to pay for equity application fees and
offset the initial costs to departments. Subsidizing fees in an efficient customer
service friendly manner will require additional research and department
coordination.

OCM continues to work with departments on these and other strategies to build a
streamlined entitlement and permitting process and report back to your Board with
updates and recommendations.

CEQA Environmental and Equity Program Consultants

Since the last report, OCM has been finalizing agreements with identified consultants that
will support two critical program needs. The first agreement will task the consultant with
conducting a Programmatic Environmental Impact Report (PEIR) of the County’'s
commercial cannabis business program in compliance with the California Environmental
Quality Act (CEQA). This work is integral to developing a zoning and land use ordinance,
as OCM continues to work with partnering County departments to establish an equitable

5 Regional Planning Applications & Forms webpage: https://planning.lacounty.gov/applications-and-forms/
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commercial cannabis permit program. As part of the project scope, the PEIR and zoning
ordinance will be developed simultaneously on parallel tracks. Their adoption will be one
of the most significant tasks toward establishing an equitable commercial cannabis permit
program. The PEIR project will serve to evaluate the environmental impacts of the
County’s cannabis business program, identify mitigation measures to reduce adverse
impacts, codify mitigation measures into the zoning ordinance, and provide training to
Planning staff on how to conduct streamlined project-specific environmental reviews. The
project is scheduled to last through June 2024 and will require public hearings before the
Planning Commission and your Board prior to adoption. OCM will co-lead the project with
Planning, with cross-departmental coordination emphasized throughout the ordinance
development and the PEIR review process.

The second agreement will be for consulting services in strategic planning, research,
performance measurement, project management, and process improvement on the
design and development of the Cannabis Equity Program. Obtaining industry expertise in
the design of the equity program and services mentioned in the Equity Assessment will
help to ensure the County effectively meets the needs of equity operators and an evolving
industry. Both agreements are anticipated to be executed by the end of May 2023.

Software Business Solution

OCM previously detailed the highly complex cannabis regulatory structure that requires
coordination between numerous parties, including businesses, state and local
governments, and ancillary agencies. To reduce risks and ensure timely implementation,
OCM is prioritizing review of permit software platforms with minimal customization “out of
the box” to sufficiently address business needs. However, start-up and maintenance costs
for such software products are significantly more expensive than anticipated, particularly
when considering the low number of permits initially approved by your Board. The high
costs may also impact applicants by increasing permit fees to sufficiently recover
department costs. To address these concerns, OCM continues to compare other software
platforms, while also minimizing costs through a phased implementation approach and
pursuing state grants to ensure reasonable fee amounts for applicants.

The ideal permit software platform will enhance the overall user experience and
streamline internal business processes through a centralized platform utilized by all
departments reviewing and processing business applications. However, several
departments have already invested significant time and capital to build out their respective
workflows on other platforms, like EPIC LA. While this may make utilization of a
centralized platform across departments unlikely, there are some strategies that could be
applied that help accomplish the goal of enhanced customer service experience and
communication across departments. One strategy would be to implement systems level
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integrations between platforms to support information transfer across departments.
Additionally, at a minimum, OCM could obtain read-only access to EPIC-LA to quickly
determine where an applicant is in the approval process as a short-term option. The latter
option was also included as a technology recommendation in a One-Stop Needs
Assessment of the Santa Clarita Valley Civic Center in a July report back to your Board.®
OCM will continue to explore options to procure and implement business solution
software that will enhance the program and meet all the identified requirements.

State Retail Access Grant

On March 10, 2023, the California Department of Cannabis Control (DCC) began
accepting applications for the Cannabis Local Jurisdiction Retail Access Grant Program.
This grant made $20 million available to local governments to support the development
and implementation of a cannabis retail licensing program and to expand access to
regulated, tested cannabis in the legal market, while reducing demand in the illicit market.
Grant funds will be distributed in two phases with a total of $10 million in funding available
in each phase.

Phase 1 funding will be disbursed in two payments. The first payment will comprise
80 percent of the initial award upon execution of the grant agreement. The second
payment will comprise the remaining 20 percent of the initial award and be distributed
after the jurisdiction has established a cannabis retail licensing program. Phase 2 funding
will only be made available to jurisdictions that were awarded during Phase 1. During
phase 2, local jurisdictions are eligible to receive an additional $75,000 for each cannabis
retail license issued or $150,000 for each equity retail license.

The County is eligible to receive up to $475,000 in Phase 1 and a maximum of $2 million
in Phase 2. If awarded, OCM will utilize grant funds on general program development and
equity program costs, including fee waivers, technical and legal assistance, and direct
financial assistance for equity applicants.

OCM submitted its grant application to DCC by the April 28, 2023 deadline and anticipates
notification on the grant award in early June. OCM will report back to your Board with
additional updates on this grant moving forward.

8Chief Executive Office Report, Enhancing Development Services in the Santa Clarita Valley, July 19, 2022:
https://file.lacounty.gov/SDSInter/bos/bc/1127406 EnhancingDevelopmentServicesintheSantaClaritaValley.pdff#tsearch=%22pre-

application%22
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CANNABIS COMPLIANCE AND ENFORCEMENT EFFORTS

OCM continues to collaborate with other County departments to ensure alignment in
cannabis enforcement and community engagement efforts. Updates related to these
efforts are listed below.

e Community Presentations: OCM, County Counsel, and Regional Planning have
provided a series of community presentations in response to concerns with illicit
activities. Recently, OCM, County Counsel, and Regional Planning participated in
a community meeting in the Second Supervisorial District unincorporated Lennox.
On March 15, 2023, OCM and County Counsel participated in a Wiseburn Watch
community meeting and engaged directly with community members to provide
updates on County enforcement efforts and answer questions specific to their
community. OCM also participated in the West Rancho Dominguez Community
meeting on April 15, 2023 at Roy Campanella Park. County departments such as
Regional Planning, Public Works and the Sheriff's Department were also present
to support and provide resources to the community. These interactions allow the
County to better understand and address the unique needs and concerns of each
community. OCM and partnering enforcement departments will continue to work
with your Board deputies and community members to identify more opportunities
for community presentations.

e Cannabis Compliance and Enforcement Program (the Emblem Program):
OCM and Public Health’s Environmental Health Division continue to focus on
increasing visibility and expansion of the Emblem Program throughout the County
of Los Angeles. In addition to the most recent public education campaign with the
launch of over 255 plus educational billboards and promotional videos’, additional
locations were identified that now have billboards posted in known illicit dispensary
and high traffic areas (Attachment C). The educational videos provide information
on Public Health inspection processes and compliance of safety codes and
requirements aimed to help prevent injury and illness. The videos are available via
County online social media platforms, such as County Channel LA36 and on
OCM’s website: cannabis.lacounty.gov.

¢ Youth Prevention Collaboration Efforts: OCM met with Public Health’s Division
of Substance Abuse and Prevention and Control (SAPC) and associated coalitions
regarding youth prevention strategies to explore collaborative opportunities
regarding substance use and youth prevention. Coalition-building efforts address
community-level public health issues of drug access and availability, with key
strategies targeting risk and protective factors associated with cannabis to ensure
public safety. Partnership efforts engage local stakeholders and community

" County Emblem Program: dcba.lacounty.gov/cannabisemblemprogram
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members that increase community education and awareness of the risks and
harms of underage cannabis use. Other coalition efforts advocate for restricted
online sales and delivery of substances to minors, advertising and packaging
restrictions to minors, safe consumer labeling practices, and increased access to
health and social services. Conversations have included options to develop more
balanced messaging in promotional materials that acknowledge the health risks
associated with cannabis use. As example of these efforts, OCM worked with
SAPC to develop a “Stay Informed” flyer for 4/20, a day often celebrated by
cannabis consumers, which provided helpful tips to be informed on cannabis use
(Attachment D). This flyer was sent via e-mail through the OCM'’s listserv and
posted on its social media platforms and related outlets. These efforts also include
working with associated coalitions on developing additional resources that limit
youth access and educate the community on responsible use and sales of
cannabis products.

LEGISLATIVE ADVOCACY

OCM continues to work closely with CEO-Legislative Affairs and Intergovernmental
Relations (CEO-LAIR) to advocate for legislative and budget proposals that support the
County’s cannabis-related initiatives. The list of County-supported and other relevant
legislation is outlined below.

County-Supported Legislation

AB 1565 (Jones-Sawyer) — California Cannabis Tax Fund: local equity
program grants. This bill would require, effective July 1, 2028, disbursement of
up to $15 million from the California Cannabis Tax Fund to assist local cannabis
equity applicants and licensees to gain entry into, and successfully operate in, the
regulated cannabis marketplace. Therefore, unless otherwise directed by the
Board, consistent with existing policy, the Sacramento Advocates will support
AB 1565.

SB 51 (Bradford) — Cannabis provisional licenses: local equity applicants.
This bill would amend the Business and Professions Code to authorize the
California Department of Cannabis Control (DCC), in its sole discretion, to issue a
provisional license for retailer activities to a local equity applicant, provided certain
requirements are satisfied. This bill would also authorize DCC, in its sole
discretion, to renew such provisional licenses until it issues or denies the
provisional licensee’s annual license, subject to certain requirements, or until
5years from the date the provisional license was issued, whichever is
earlier. OCM worked with CEO-LEIR on a supportive position for SB 51.
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OCM continues to work with CEO-LAIR to review and monitor the following bills:

SB 508 (Laird) — Cannabis: licenses: California Environmental Quality Act.
This bill would remove CEQA compliance as a prerequisite to the DCC’s issuance
of an annual license to any cannabis business type, provided that the local
jurisdiction assumes the role of lead agency and files with the state a notice of
exemption, or notice of determination following a negative declaration or certified
environmental impact report, on behalf of the individual cannabis business.

SB 512 (Bradford) — Cannabis: taxation: gross receipts. This bill would prohibit
the state from including in its tax definition of “gross receipts” the amount of any
state cannabis excise tax and the amount of any local or municipal tax imposed on
the privilege of engaging in commercial cannabis activities. Conversely, this bill
would also prohibit local jurisdictions from including in their tax definition of “gross
receipts” the amount of any state excise tax or other state tax imposed on the
privilege of engaging in commercial cannabis activities.

AB 623 (Chen) — THC testing variances. This bill would expand cannabis lab
testing requirements to include a variance for cannabis edible products that contain
less than 5 milligrams of THC.

AB 687 (Hart) — California Cannabis Authority. This bill would increase Track
and Trace requirements by including the zip code of the destination of any direct-
to-consumer cannabis delivery. This bill would also appropriate an undetermined
amount to the California Cannabis Authority (CCA), a joint powers authority, from
the State and Local Government Law Enforcement Account, an account within the
California Cannabis Tax Fund. These appropriated funds are to support the CCA’s
collection, organization, and dissemination of commercial cannabis activity data.
This bill would permit municipalities who meet certain requirements, including
membership in a joint powers authority and having a cannabis licensing structure,
to access such data on a subsidized basis. This bill would also mandate CCA
maintain a publicly accessible platform of anonymized commercial cannabis
activity data.

AB 1719 (Bonta) — Cannabis: California Environmental Quality Act. This bill
would remove CEQA compliance as a prerequisite to the DCC’s issuance of an
annual license to a cannabis retailer, manufacturer, distributor, or lab tester,
provided that (a) the premises is zoned commercial or industrial, (b) the local
jurisdiction provides its approval, and (c) the site is an existing structure with limited
modifications, as defined in the bill. This bill similarly removes CEQA requirements
for local jurisdictions’ design and implementation of their cannabis licensing
structure, provided the same conditions are satisfied.
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FUTURE REPORTS

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in August 2023.
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Joel Ayala EQUITABLE COMMERCIAL CANNABIS REGULATORY FRAMEWORK

(ITEM NO. 6, AGENDA OF FEBRUARY 15, 2022) AND OTHER ACTIVITIES
RELATED TO THE LEGALIZATION OF CANNABIS (ITEMS NO. 3 AND
NO. 9, AGENDA OF FEBRUARY 7, 2017; ITEM NO. 20, AGENDA OF
MAY 21, 2019)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant County departments, to proceed with the
development of a commercial cannabis regulatory framework and an equity
program outlined in the Updated Framework and Recommendations for
Regulating Commercial Cannabis in Unincorporated Los Angeles County
report (December 2021).1 Your Board further directed OCM to coordinate with
relevant County departments to provide written status updates on a quarterly
basis.

OCM filed quarterly reports on May 16, 2022; August 15, 2022; November 18,
2022; and February 17, 2023.2 The quarterly reports also included updates
regarding Cannabis Legalization (Items No. 3 and No. 9, Agenda of February
7, 2017) and the Implementation of the Unlicensed Cannabis Business
Closure Plan (Item No. 20, Agenda of May 21, 2019)% into a single
consolidated report to your Board.

1 Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial
Cannabis, December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf

2 Office of Cannabis Management Quarterly Reports (May 16, 2022, August 15, 2022, November 18, 2022, and
February 17, 2023): http://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf

3 Consolidated Cannabis Legalization and Implementation of Unlicensed Business Closure Plan Reports:
http://file.lacounty.gov/SDSInter/bos/supdocs/111534.pdf

dcba.lacounty.gov 320 W. Temple St., Room G-10, Los Angeles CA, 90012-2706
info@dcba.lacounty.gov (213) 974-1452 - (800) 593-8222 + Fax: (213) 687-1137
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The previous quarterly report submitted to your Board in May 2023, provided an overview
of the community feedback sessions hosted throughout March 2023. The update included
a summary of attendee input related to key findings and recommendations for the
County’s Cannabis Equity Program included in the published Equity Assessment.* Other
updates on the development of an equity cannabis business program, including the status
of finalizing contract agreements with identified consultants to support critical program
needs, were also provided.

This sixth quarterly report provides your Board with the latest progress on program design
and implementation of an equitable cannabis program. This includes the following major
program updates:

Onboarding of program consultants: Since the last report, OCM proceeded with
executing contracts with identified consultants for two vital program areas. One
consultant is supporting the development of the Cannabis Equity Program. The
equity program consultant brings extensive experience and expertise in the
cannabis equity industry and will work with OCM to refine frameworks and
workflows related to equity applicant selection, eligibility verification processes,
permit application review, and outreach and education leading up to the
commercial cannabis business permit and equity program launch. OCM
anticipates providing your Board with final equity program recommendations by
Fall 2023, pending any additional challenges that may arise. The other consultant
is tasked with conducting a Programmatic Environmental Impact Report (PEIR) of
the County’s commercial cannabis business program, and the development of a
zoning and land use ordinance. The project will evaluate the environmental
impacts of the County’s cannabis business program, identify mitigation measures
to reduce adverse impacts, codify mitigation measures into the zoning ordinance,
and provide essential support and training to conduct streamlined project-specific
environmental reviews. The project officially commenced on July 20, 2023 with a
kick-off meeting between the environmental consultants and relevant County
departments and is scheduled to last through July 2024.

Ongoing efforts in developing a cannabis business permitting
infrastructure: OCM continues to build out an infrastructure for internal business
permitting and equity approval review processes. As part of this effort, OCM has
made progress to identify software business solution platforms for commercial
cannabis business permitting. OCM is in the process of comparing product and
service offerings from different software companies to assess estimated costs and

4 Chala, R., Uskup, D.K., Branch, C., & Carbajal, F. “Pathways and Practices for Cannabis Social and Health Equity in Los Angeles
County”. November 2022. https://dcba.lacounty.gov/cannabis/equityassessment/
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implementation timelines, with plans to select a software business solution by the
end of August 2023.

e State Retail Access Grant Award: OCM previously reported on its application
submission to the California Department Cannabis Control’s (DCC) Retail Access
Grant to support the development of an equitable cannabis business program.
Since the last report, OCM was notified it was selected for a Phase 1 award amount
of $475,000 — the maximum award amount for the first phase. The award also
makes the County eligible to receive a maximum of $2 million in Phase 2 after retail
permits are issued to eligible applicants. DCC is currently in the process of
developing a grant agreement that will serve as the contract between DCC and the
County. OCM will continue to keep your Board notified on next steps and
requirements for execution of the grant agreement.

e Legislative advocacy efforts: OCM continues to work with CEO-Legislative
Affairs and Intergovernmental Relations (CEO-LAIR) branch to identify and
monitor, and keep the Board informed about cannabis-related legislation that align
with your Board priorities. The attached report provides the latest updates on these
legislative advocacy efforts.

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in November 2023.

Should you have any questions concerning these matters, please contact me or Laura
Magallanes, Acting Deputy Director of Office of Cannabis Management, at
Imagallanes@dcba.lacounty.gov.

RC:JA:LM
FGN:JG:SMB:EV:ph

Attachment

C: Executive Office, Board of Supervisors
Chief Executive Office
County Counsel
Sheriff
Agricultural Commissioner / Weights & Measures
Fire
Planning
Public Health
Public Works
Treasurer and Tax Collector


mailto:lmagallanes@dcba.lacounty.gov

Each Supervisor
August 14, 2023
Page 4

SIXTH QUARTERLY REPORT ON IMPLEMENTING AN EQUITABLE
COMMERCIAL CANNABIS REGULATORY FRAMEWORK

INTRODUCTION

On December 20, 2021, the Los Angeles County Office of Cannabis Management (OCM)
submitted an updated framework and recommendations for regulating commercial
cannabis in unincorporated Los Angeles County (County),® which was subsequently
approved by the Board of the Supervisors (Board) in February 2022. In seeking to create
an equitable cannabis business program, the report recommended addressing both the
administrative infrastructure barriers that create inequitable outcomes, and the gap in
educational, technical, and financial resources caused by systemic racism and
exacerbated by the war on drugs. It further highlighted the need for a centralized and
simplified permitting program, a strong and supportive compliance infrastructure, and
significant investment into education, job training, technical assistance, and capital for
gualified equity candidates.

Pursuant to the Board’s direction, OCM continues to work with partnering County
departments on the development and implementation of the approved equitable
commercial cannabis regulatory framework and provide written status updates on a
guarterly basis.

The following report is the sixth quarterly update on the latest progress towards program
implementation. Specifically, the report provides updates on the development of the
County’s Cannabis Equity Program and of a permitting and regulatory system for
commercial cannabis businesses in unincorporated areas of the County.

EQUITABLE CANNABIS PROGRAM

In the last quarterly report, OCM provided a summary of the community feedback
sessions that occurred throughout March following the published Equity Assessment
recommendations for the County’s Cannabis Equity Program (Equity Program).® The
update included an overview of key themes from the feedback sessions, and additional
public input via online survey responses and e-mails, on some of the recommendations.

Since the last report, OCM has onboarded a consultant to support the development of the
Equity Program. The equity program consultant brings extensive expertise and
understanding of an evolving cannabis industry and social equity needs and will work with
OCM to ensure final program recommendations are built on community feedback and on

5 Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial Cannabis,
December 20, 2021: http:/file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf

5 Chala, R., Uskup, D.K., Branch, C., & Carbajal, F. “Pathways and Practices for Cannabis Social and Health Equity in Los Angeles
County”. November 2022. https://dcba.lacounty.gov/cannabis/equityassessment/
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equitable and best practices that effectively support equity operators. This includes
identifying key County and external partnerships for equity program supports essential
for equity businesses, such as workforce development training, technical assistance, and
legal assistance. Accordingly, OCM continues to meet with potential strategic partners for
program planning and to be captured in final program recommendations. OCM is also
working with the consultant to develop a community outreach strategy as part of planning
for the program’s launch.

Additionally, OCM is working with the Internal Services Department’s (ISD) Enterprise-
GIS group to explore relevant datasets that help identify communities that have been
disproportionately impacted by cannabis prohibition as part of the equity program
eligibility. OCM will continue to work with ISD, the equity consultant, as well as the Anti-
Racism and Diversity Initiative on analyzing the datasets and options for identifying and
defining disproportionately impacted areas that align with the intentionality of the state’s
Cannabis Equity Act.’

OCM anticipates final program recommendations to be submitted in the form of an
Addendum report to the Equity Assessment in Fall 2023, pending any additional potential
challenges that arise.

REGULATORY FRAMEWORK

Cannabis Permitting Process and Development

OCM continues to work on developing internal permitting and equity approval review
processes aimed at minimizing administrative barriers to obtaining business permits. With
the hiring of the equity consultant, OCM is further reviewing and refining conceptual
frameworks and workflows related to equity applicant selection, eligibility verification
processes, permit application review, and outreach and education leading up to the
commercial cannabis business permit and equity program launch. OCM and the
consultants are also scheduling additional meetings with other jurisdictions to gather
additional insight on their cannabis business license review and approval processes to
identify and integrate best practices. Additionally, OCM onboarded an additional staff
member in July 2023, to help enhance capacity in preparation of permitting program
implementation, including a Cannabis Business Concierge to provide direct technical
assistance and support to applicants.

" The California Cannabis Equity Act (Cal. Bus. & Prof. Code Section 26240) outlines the framework for local cannabis equity
programs and defines a local equity program as one that focuses on inclusion and support of individuals and communities in
California’s cannabis industry who are linked to populations or neighborhoods that were negatively or disproportionately impacted by
cannabis criminalization. This may include reference to local historical rates of arrests or convictions for cannabis law violation;
identification of impacts that cannabis-related policies have had historically on communities and populations within their jurisdiction;
and other information that demonstrates how individuals and communities within the jurisdiction have been disproportionately or
negatively impacted by the War on Drugs.



https://casetext.com/statute/california-codes/california-business-and-professions-code/division-10-cannabis/chapter-23-the-california-cannabis-equity-act/section-26240-definitions
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OCM also maintains regular communications with Planning, Public Health, Public Works,
Fire, Agricultural Commissioner/Weights and Measures, and Treasurer and Tax Collector
to establish a streamlined cross-departmental business process and facilitate
collaborative policy development. In July 2023, staff from these County departments were
invited to the Cannabis PEIR project kick-off meeting (see California Environmental
Quality Act (CEQA) Environmental Consultant). These departments will be critical
partners throughout this project as they lend their diverse perspectives to help shape the
operation and development standards for cannabis businesses.

Lastly, on July 1, 2023, the County’s Cannabis Business Tax ordinance® went into effect,
following the approval of Measure C in November 2022 that allowed the County to tax
cannabis businesses in the unincorporated areas of the County. The Treasurer and Tax
Collector recently launched a dedicated webpage® to provide information regarding the
new tax ordinance and its related tax collection processes. This includes comprehensive
Frequently Asked Questions (FAQ), along with required forms for cannabis businesses
to register for and submit to remit the cannabis tax.

OCM will continue to monitor progress on these and other efforts in close collaboration
with relevant County departments to develop and implement the complex and multi-
faceted regulatory framework, and to make necessary adjustments to streamline
processes and address emerging issues.

CEOQA Environmental Consultant

On June 21, 2023, OCM executed a contract with a consultant to conduct a PEIR of the
County’s commercial cannabis business program in compliance with CEQA and to
develop a zoning and land use ordinance. The PEIR project will evaluate the
environmental impacts of the County’s cannabis business program, identify mitigation
measures to reduce adverse impacts, codify mitigation measures into the zoning
ordinance, and provide training to Planning staff on how to conduct streamlined project-
specific environmental reviews. The ordinance will include a range of allowable cannabis
business types by zoning district, development standards addressing issues such as
building size, setbacks, lighting, access, landscaping, signage and advertising, and
operational requirements related to hours of operation, security, noise, odor, emissions
control, vehicle access and parking, and water management. The PEIR and zoning
ordinance development will include a robust public outreach plan consisting of diverse
outreach methods, including in-person workshops in each supervisorial district, digital
media, and various other public notices required by CEQA.

Previously, OCM reported the project would be scheduled to last through June 2024;
however, due to delays in the procurement process, contract execution was delayed by

8 Los Angeles County Ordinance No. 2022-0067, adding Chapter 4.71 Cannabis Business Tax.
https://library.municode.com/ca/los_angeles_county/ordinances/code of ordinances?nodeld=1217377
9 Cannabis Business Tax website: https:/ttc.lacounty.gov/cbt/
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several weeks. OCM worked with the contractor to overlap and adjust sequencing of tasks
to minimize the impact of delays on the overall project schedule.

The project officially commenced on July 20, 2023 with a kick-off meeting between the
consultants and relevant County departments and is scheduled to last through July 2024.

Software Business Solutions

In the previous quarterly report, OCM detailed its approach to selecting a software
business solution that prioritized platforms requiring minimal “out of the box”
customization to help reduce costs and project timelines. The primary challenge
encountered during initial evaluations was the higher-than-expected start-up and
maintenance cost estimates that may result in increased permit fees passed onto the
user, which could be significant given the low number of permits initially approved by your
Board.

Since the last report, OCM conducted research on additional software business solution
platforms. Subsequently, OCM met with five different cannabis license software
companies to compare product and service offerings and assess estimated costs and
implementation timelines. Any vendor chosen should have accommodations for the
County’s equity program definitions and process, as well as the business approval
process. This will include the necessity to house ArcGIS products that define and allow
selection of acceptable parcels/areas based on County code. The system will need a
document management solution, payment processing connection with the County’s
vendor Fidelity Information Services, a financial records management process, reporting
capabilities, and the ability to interface where possible with other case management and
licensure products of DCBA’s partners. The system should be reasonably cost efficient,
but a high quality and easy to use interface. Additionally, it is highly valued if DCBA can
conduct its own system changes, instead of relying on a vendor at ongoing costs for
change orders.

OCM anticipates selecting a software business solution by the end of August and
beginning the procurement process thereafter. OCM will continue to report back to your
Board on progress related to this effort.

State Retail Access Grant

In April 2023, OCM submitted a grant application to the California Department of
Cannabis Control’s (DCC) Cannabis Local Jurisdiction Retail Access Grant Program. This
grant made $20 million available to local governments to support the development and
implementation of a cannabis retail licensing program and to expand access to regulated,
tested cannabis in the legal market. The grant will distribute funds in two phases. Phase 1
provides funding to support local jurisdictions in the development and implementation of
a local cannabis retailer licensing program. Phase 2 awards additional funding after the
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local jurisdiction issues cannabis retailer licenses/permits and is only available to
recipients of the Phase 1 award.

On June 20, 2023, OCM was notified by DCC that it was selected for a Phase 1 award
amount of $475,000 — the maximum award amount for the first phase. The award also
makes the County eligible to receive a maximum of $2 million in Phase 2 after retail
permits are issued to eligible applicants.

DCC is currently in the process of developing a grant agreement that will serve as the
contract between DCC and the County. Prior to the execution of the grant agreement,
OCM may be required to formally accept the grant funds from DCC and comply with the
requirements of the grant agreement.

OCM will work closely with DCC personnel, the Chief Executive Office, and your Board
to identify the appropriate next steps in preparation of accepting grant funds.

LEGISLATIVE ADVOCACY

OCM and the CEO-Legislative Affairs and Intergovernmental Relations (CEO-LAIR)
branch continue to work closely in developing advocacy positions for legislative and
budget proposals that support the County’s cannabis-related initiatives. A summary of
County-supported and other relevant legislation is outlined below.

County-Supported Legislation

e AB 1207 (Irwin) — Cannabis: labeling and advertising. This bill would prohibit
the sale or manufacture of cannabis or cannabis products that are attractive to
children and would prohibit the advertisement and marketing of cannabis or
cannabis products in a way that is attractive to children.

e AB 1565 (Jones-Sawyer) — California Cannabis Tax Fund: local equity
program grants. Effective July 1, 2028, this bill would require annual
disbursements of up to $15 million from the California Cannabis Tax Fund to assist
local cannabis equity applicants and licensees to gain entry into, and successfully
operate in, the regulated cannabis industry.

e SB 51 (Bradford) — Cannabis provisional licenses: local equity applicants.
This bill would amend the Business and Professions Code to permit DCC, in its
sole discretion, to issue a provisional license for retailer activities to a local equity
applicant, subject to certain requirements. This bill would also authorize DCC, in
its sole discretion, to renew such provisional licenses until it issues or denies the
provisional licensee’s annual license, provided certain requirements are satisfied,
or until five years from the date the provisional license was issued, whichever is
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earlier. This bill sunsets DCC’s ability to issue provisional licenses for retailer
activities to a local equity applicant on January 1, 2031.

OCM is also collaborating with the CEO-LAIR branch to review and monitor the following
bills:

e AB 623 (Chen) — Tetrahydrocannabinol (THC) testing variances. This bill
would expand cannabis lab testing requirements to include a variance for cannabis
edible products that contain less than 5mg of THC.

« AB 687 (Hart) — California Cannabis Authority. This bill would increase Track
and Trace granularity by including the ZIP code of the destination of any direct-to-
consumer cannabis delivery. This bill would also require DCC to allow access to
or provide information from its electronic database to local jurisdictions to assist
them in duties and responsibilities related to the local taxation and regulation of
cannabis. This bill also provides that, in addition to the information provided to all
local jurisdictions, the California Cannabis Authority and similar joint powers
authorities are granted “full read access” to the DCC'’s electronic database. This
bill would also require DCC to maintain its electronic database to allow for
interoperability between its own and each local jurisdictions’ cannabis regulatory
software.

e« SB 508 (Laird) — Cannabis: licenses: CEQA. This bill would remove the current
requirement that DCC serve as a CEQA-compliant responsible agency prior to
issuing an annual license to a cannabis business, provided that the local
jurisdiction assumes the role of lead agency and files with the state a notice of
exemption or notice of determination following a negative declaration or certified
environmental impact report, for the individual cannabis business.

e S. 1323 (Merkley) — SAFE Banking Act of 2023. This bill would prohibit federal
regulators from penalizing financial institutions and insurance providers solely
because they provide services to state-sanctioned cannabis businesses or
individuals whose income is derived from a state-sanctioned cannabis business,
whether as a business owner or an employee. Similarly, this bill would ensure that,
for the purpose of assessing whether to issue a federally backed mortgage,
financial institutions consider income derived from a state-sanctioned cannabis
business in the same manner as income derived from any legal source. This bill
also requires an annual diversity report on services provided to minority-owned
cannabis businesses.

FUTURE REPORTS

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in November 2023.
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Joel Ayala SEVENTH QUARTERLY REPORT REGARDING IMPLEMENTION OF AN
EQUITABLE COMMERCIAL CANNABIS REGULATORY FRAMEWORK
(ITEM NO. 6, AGENDA OF FEBRUARY 15, 2022) AND OTHER ACTIVITIES
RELATED TO THE LEGALIZATION OF CANNABIS (ITEMS NO. 3 AND
NO. 9, AGENDA OF FEBRUARY 7, 2017; ITEM NO. 20, AGENDA OF
MAY 21, 2019)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant County departments, to proceed with the
development of a commercial cannabis regulatory framework and an equity
program outlined in the Updated Framework and Recommendations for
Regulating Commercial Cannabis in Unincorporated Los Angeles County
report (December 2021)." Your Board further directed OCM to coordinate with
relevant County departments to provide written status updates on a quarterly
basis.

OCM filed quarterly reports on May 16, 2022; August 15, 2022; November 18,
2022; February 17, 2023; May 15, 2023; and August 14, 2023.2 The quarterly
reports also combine other updates regarding Cannabis Legalization
(Items No. 3 and No. 9, Agenda of February 7, 2017) and the Implementation

1 Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial
Cannabis, December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf

2 Office of Cannabis Management Quarterly Reports (May 16, 2022, August 15, 2022, November 18, 2022,

February 17, 2023, May 15, 2023, and August 14, 2023): http://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf

ficba.lacounty.gov 320 W. Temple St., Room G-10, Los Angeles CA, 90012-2706
info@dcba.lacounty.gov (213) 974-1452 * (800) 593-8222 * Fax: (213) 687-1137
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of the Unlicensed Cannabis Business Closure Plan (ltem No. 20, Agenda of May 21,
2019)3 into a single consolidated report to your Board.

The previous quarterly report submitted to your Board in August provided updates on
contract execution with program consultants, including equity consultants for the
development and implementation of the Cannabis Equity Program, and an environmental
consultant for the purposes of conducting a Programmatic Environmental Impact Report
of the County’s commercial cannabis business program and drafting a zoning and land
use ordinance. Also included in the report was information on the recent grant award from
the State’s Local Jurisdiction Retail Access Grant.

This seventh quarterly report provides your Board with the latest progress on the
development and implementation of an equitable commercial cannabis regulatory
program, including updates on the following:

Progress on the Development of the Cannabis Equity Program: Since the last
quarterly report, OCM has focused on assessing data sets that identify
disproportionately impacted areas (DIAs) with historically high rates of arrests or
convictions for cannabis law violations. OCM staff is working closely with the
Internal Services Department’s (ISD) Enterprise-GIS group and its equity program
consultant to narrow down identified justice-relevant data sets, including the
Justice Equity Need Index (JENI), the Justice Equity Services Index (JESI), and
cannabis-related arrest data recently obtained from the Los Angeles County
Sheriff's Department and other available law enforcement agencies in the County,
including the cities of Los Angeles and Long Beach. OCM and ISD are finalizing
the analysis and working to produce a local map of recommended DIAs that align
with the intention of the State’s Cannabis Equity Act and that directly identifies
communities disproportionately impacted by discriminatory enforcement of
cannabis criminalization. The map and methodology for identifying DIAs will be
included in the final Cannabis Equity Program recommendations as an Addendum
report to the County’s previously released Equity Assessment for your Board’s
consideration, anticipated by the next quarterly report in February 2024.
Additionally, OCM is also engaging other County departments regarding the
implementation of Cannabis Equity Program components, including the
Department of Economic Opportunity (DEO), as part of its creation of business
development training and workforce development programs. OCM will continue
collaborating with other County departments to ensure coordination and alignment
of programs, roles, and opportunities to leverage and merge available resources.

3 Consolidated Cannabis Legalization and Implementation of Unlicensed Business Closure Plan Reports:
http://file.lacounty.gov/SDSInter/bos/supdocs/111534.pdf
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Plans for the County’s Programmatic Environmental Impact Report and
Development of Commercial Cannabis Ordinances: With the onboarding of an
environmental consultant, OCM is proceeding with the implementation of the
Programmatic Environmental Impact Report (EIR) of the County’s commercial
cannabis business program in compliance with the California Environmental Quality
Act (CEQA), and the development of commercial cannabis ordinances, including
amendments to Title 22 of the County Code. Since the program kick-off in July 2023
with relevant County departments, OCM has worked with the consultant to gather
relevant data and information, such as County Code enforcement of illicit cannabis
sites, case data on illicit cannabis operations, energy and water demand from
cannabis activities, GIS files, and lists of community and industry stakeholders. The
consultant is currently also drafting a zoning ordinance in close coordination with
OCM, Planning Department, and other impacted County departments, which will form
the basis for the EIR. The consultant and OCM staff are also finalizing an outreach
plan, scheduled for early 2024, which will include both in-person and virtual outreach
meetings aimed at raising awareness of the current project and soliciting public
feedback on the commercial cannabis ordinance’s development. OCM is also
updating its website to create a dedicated page to centralize information and post
upcoming event details throughout the ordinance development and EIR process and
will work with your Board offices to coordinate and promote public outreach meetings.
Lastly, as part of program implementation, OCM staff is also finalizing a contract
agreement with an identified software business solution vendor for the administration
of a cannabis business application and licensing system software. OCM anticipates
the contract will be finalized and signed by both parties before the end of the calendar
year. Following contract execution, it will take approximately six months to configure
and validate the software.

¢ Plans for a Community Outreach Campaign: OCM continues to make regular
adjustments to its community outreach efforts, recognizing the need to raise
community awareness of cannabis-related matters as part of the transition to a
sustainable and well-regulated market. The outreach strategy aims to provide
educational awareness workshops on cannabis-related topics, including data-
driven health risks and long-term effects of cannabis use, emerging best practices
in responsible and informed usage and storage, existing State requirements and
plans for local County regulations, promotion of the County’s Emblem Program,
and ultimately information on the County’s Cannabis Equity Program, once
approved by your Board. Continued community outreach will highlight the
importance of responsible cannabis use and create a clear and recognizable way
for consumers to signal the difference between licensed and unlicensed retailers
and products across all jurisdictions.



Each Supervisor
November 17, 2023
Page 4

e Legislative advocacy efforts: OCM continues to work with CEO-Legislative
Affairs and Intergovernmental Relations (CEO-LAIR) branch to identify and
monitor cannabis-related legislation that align with your Board priorities. The
attached report provides status updates on relevant legislation.

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in February 2024.

Should you have any questions concerning these matters, please contact me or Laura
Magallanes, Deputy Director of the Office of Cannabis Management, at
Imagallanes@dcba.lacounty.gov.

RC:LM:FGN
JG:SMB:EV:ph

Attachment

c: Executive Office, Board of Supervisors
Chief Executive Office
County Counsel
Sheriff
Agricultural Commissioner / Weights & Measures
Economic Opportunity
Fire
Public Health
Public Works
Regional Planning
Treasurer and Tax Collector
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SEVENTH QUARTERLY REPORT ON IMPLEMENTING AN EQUITABLE
COMMERCIAL CANNABIS REGULATORY FRAMEWORK

INTRODUCTION

On December 20, 2021, the Los Angeles County Office of Cannabis Management (OCM)
submitted an updated framework and recommendations for regulating commercial
cannabis in unincorporated Los Angeles County (County),* which was subsequently
approved by the Board of the Supervisors (Board) in February 2022. The approved
framework included strategies to address both the administrative and system
infrastructure barriers contributing to inequitable outcomes exacerbated by the war on
drugs. Such strategies included the development of a centralized permitting program, a
strong and supportive compliance infrastructure, and investments toward education, job
training, technical assistance, and financial resources to adequately support qualified
equity business candidates and a well-regulated market.

The implementation of an equitable commercial cannabis regulatory framework requires
significant planning and coordination across various County departments, as well as a
deep understanding of a complex and evolving industry. Accordingly, OCM continues to
work with County departments and external partners on the development and
implementation of the approved framework components.

Pursuant to the Board’s direction, the following report is the seventh quarterly update on
the latest progress towards program implementation. Specifically, this report provides the
following program updates:

e Development of the County’s Cannabis Equity Program;

e Progress on conducting a Programmatic Environmental Impact Report and
development of the County’s commercial cannabis ordinances;

e Plans for a community educational outreach campaign; and

e Legislative advocacy efforts.

EQUITABLE CANNABIS PROGRAM

In the last quarterly report, OCM provided updates on the onboarding of its equity program
consultant. The consultant brings extensive expertise and experience in both the overall
evolving cannabis industry as well as local cannabis social equity programs. OCM is
working with the consultant to ensure final program recommendations are formulated
from best practices, and to develop internal protocols and program supports that will

4 Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial Cannabis,
December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf
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effectively support equity operators. This includes business development training, system
navigation services, access to legal representation and business technical assistance,
access to financial assistance, as well as workforce development pipeline programs. The
report also provided a summary of its collaborative efforts with the Internal Services
Department’s (ISD) Enterprise-GIS group to explore relevant datasets to identify
communities that have been disproportionately impacted by discriminatory enforcement
of cannabis criminalization.

Since the last report, OCM has continued working with its consultant and ISD to narrow
down identified justice-relevant data sets, including exploration of the Justice Equity Need
Index (JENI)® and the Justice Equity Services Index (JESI).>* OCM also relied on the
County’s Equity Assessment,” as well as the State’s Cannabis Equity Act,® for further
direction and recommendations for identifying disproportionately impacted areas (DIAs)
with historically high rates of arrests or convictions for cannabis law violations. Driven by
these guidelines, OCM and ISD also examined cannabis-related arrest data recently
derived from the Los Angeles Sheriff's Department (LASD) and other available law
enforcement agencies in the County, including the cities of Los Angeles and Long Beach.
Predictably, this law enforcement data is available in a more cohesive and exhaustive
manner for areas of the unincorporated County under LASD jurisdiction than it is for the
County at large, for which some incorporated areas have relatively incomplete or overly
broad arrest data. Additionally, household income,® and housing-burdened rates'® were
also explored as other proxy measures for cannabis-related arrest data, as recommended
by the Equity Assessment. OCM and ISD are finalizing the analysis and working to
produce a local map of recommended DIAs that align with the intention of equity programs
and that directly identify communities disproportionately impacted by cannabis
criminalization. OCM will also work with the Anti-Racism, Diversity and Inclusion Initiative
(ARDI) in finalizing the DIA map. The map and methodology for identifying DIAs will be
included in the final Cannabis Equity Program recommendations as an Addendum report
to the Equity Assessment for your Board’s consideration, anticipated by the next quarterly
report in February 2024.

5 The JENI uses methodology to rank ZIP Codes by need by using three components to measure different contributing factors to
justice equity need: System Involvement (Adult and Youth Probation); Inequity Drivers (Racial and economic disparities);
Criminalization Risk (Mental Health, Substance Use-Related Hospitalizations, Homelessness Rate)l

6 The JESI uses methodology to rank ZIP Codes to examine justice-related, care-first providers into different categories based on
their self-identified primary activity into four components: Health & Wellness; Housing & Employment; Prevention & Intervention; and
Community Services & Advocacy.

" The County’s Equity Assessment recommends examining arrest, income, and housing-burden data to ascertain which
communities were most impacted by the drug war. https://dcba.lacounty.gov/cannabis/equityassessment/

8 The State’s Cannabis Equity Act identifies communities most harmed by cannabis prohibition as those with “historically high rates
of arrests or convictions for cannabis law violations. Cal. Bus. & Prof. Code Section 26240(e)(1)

® Household income was derived from the Department of Housing and Urban Development (HUD) State and Local Program income
limits for Los Angeles County. Utilizing this information, the team identified census tracts within the County in which a certain
percentage of households earn 50% or less of the Los Angeles County AMI, which is the federal “low-income” status threshold.

® Housing costs and income data were used to determine housing burden rates, which is the percentage of households in which at
least 50% of the household income is spent on housing.



https://dcba.lacounty.gov/cannabis/equityassessment/
https://casetext.com/statute/california-codes/california-business-and-professions-code/division-10-cannabis/chapter-23-the-california-cannabis-equity-act/section-26240-definitions
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OCM is also engaging the Department of Economic Opportunity (DEO) as part of its
creation of business development training and workforce development programs. These
programs are critical to the long-term success of equity businesses and will greatly benefit
from the expertise and resources currently offered by the DEO. OCM will continue to work
closely with the DEO to ensure coordination and alignment of programs, roles, and
opportunities to leverage and merge available resources.

REGULATORY FRAMEWORK

CEQA Environmental Consultant

OCM previously reported on the onboarding of an environmental consultant to conduct a
Programmatic Environmental Impact Report (EIR) of the County’s commercial cannabis
business program in compliance with the California Environmental Quality Act (CEQA)
and to develop commercial cannabis ordinances, including amendments to Title 22 of the
County Code. On July 20, 2023, OCM hosted a kickoff meeting with relevant County
departments to initiate the project. Representatives from all impacted County
departments were invited and in attendance including the Planning Department,
Department of Public Health, Public Works, Agricultural Commissioner / Weights and
Measures, Fire Department, and County Counsel. During the meeting, OCM and the
consultant presented the goals of the project, the EIR process, approach, components,
and a preliminary project schedule.

As a first step following the kickoff meeting, the consultant worked with OCM staff to
request various relevant data to better understand the County’s current landscape as it
relates to cannabis. Some of the requested data included information pertaining to the
County Code enforcement of illicit cannabis sites, case data on illicit cannabis operations,
energy and water demand from cannabis activities, GIS files, and lists of community and
industry stakeholders.

In October, the consultant also began drafting an ordinance in close coordination with
OCM and the Planning Department, which will form the basis for the EIR. Following the
completion of a draft ordinance, all impacted County departments will have an opportunity
to provide feedback and recommendations on the draft prior to conducting community
outreach.

Concurrently, the consultants are finalizing an outreach plan which includes both in-
person and virtual outreach meetings aimed at raising awareness of the current project
and soliciting public feedback on the zoning and land use ordinance’s development. OCM
will coordinate with the Board offices to plan for at least one in-person outreach meeting
in each Supervisorial District, one virtual meeting for those who could not attend an in-
person meeting, and an additional virtual meeting focused on industry stakeholders.
Spanish language interpretation services will be provided by the consultant at all events.
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These sessions are currently scheduled for early 2024. OCM will circulate the outreach
plan with each Board office once finalized.

In addition to the feedback sessions, community stakeholders will have at least two other
opportunities to provide public comment during the CEQA process. The first will be a
scoping meeting and the other will be a presentation of findings of the Draft EIR later in
the process. Finally, OCM is working with its Public Information Office to update its
website and create a dedicated page to centralize information throughout the ordinance
development and EIR process and to post upcoming events.

Software Business Solutions

In the previous quarterly report, OCM provided updates on identifying a viable software
business solution that is high quality, cost efficient, and meets all the technical
requirements necessary to process cannabis business permit applications and administer
some aspects of the Equity Program. As part of this process, OCM met with five different
potential vendors to compare products, timelines, and project cost estimates.

In August, OCM selected a software business solution that adequately balances the
priorities described above and is provided by a vendor with demonstrated experience
deploying municipal licensing software solutions for jurisdictions around the country,
including cannabis permitting in Desert Hot Springs, California; Pueblo County, Colorado;
and Nye County, Nevada. Since then, DCBA’s contracts, IT, and OCM staff have worked
closely with the vendor to develop, refine, and negotiate the scope of the project to ensure
the end-product meets the business permit program requirements. Once this process is
complete, DCBA will exercise its delegated authority to enter into an agreement with the
vendor.

OCM anticipates executing the contract before the end of the calendar year. Following
contract execution, it will take approximately six months to configure and validate the
software. OCM will continue to report back to your Board on progress related to this effort.

PUBLIC EDUCATION AND OUTREACH

OCM is working with its equity consultants and public health partners to develop a robust
community outreach campaign as part of its implementation of the Commercial Cannabis
Regulatory Framework. The campaign will center on educational awareness workshops
on cannabis-related topics, including data-driven health risks and long-term effects of
cannabis use, emerging best practices in responsible and informed usage and storage,
existing State requirements and plans for local County regulations, promotion of the
County’s Emblem Program, and ultimately information for the County’s Cannabis Equity
Program, once approved by your Board. Extensive outreach is essential in fostering
relationships with community, increasing understanding of a complex industry, and
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promoting the health and safety of communities during the transition to a sustainable and
well-regulated market. Community outreach will highlight the importance of responsible
cannabis use and create a clear and recognizable way for consumers to signal the
difference between licensed and unlicensed retailers and products across all jurisdictions.
Messaging will include discussion points that balance the increase in the
commercialization of cannabis with the exposure of under-invested communities to
substance use-related harms, inclusive of the risks associated with cannabis.

The outreach campaign implementation plan will include three different phases:

e Phase 1. Marketing and Branding: The first phase will focus on developing an
updated and comprehensive website that will serve as a central hub for resources,
materials, information, calendars, and other useful details. This will also include
the development of social media and traditional promotional advertisements for
program events and services.

e Phase 2. Cannabis Conversation Workshops: The second phase will include
the launch of the “Cannabis Conversations” workshop series to provide in-depth
knowledge and insight into various aspects related to cannabis. The workshops
will aim to educate community members about data-driven health risks and impact
of long-term cannabis, community involvement in policy solutions to restrict youth
access and availability of cannabis products, best practices in responsible
cannabis use and storage, awareness on cannabis industry testing and packaging
standards, as well as OCM'’s role and plans for local regulations and programs.
OCM plans to partner with other County departments on the development of these
workshops. This series will also include panels of equity industry representatives
to provide real life examples of the opportunities and challenges of operating a
cannabis business as an equity operator.

e Phase 3. Cannabis Equity Program Outreach: The final phase will focus on
promotion of the County’s Equity Program to foster a safe and ethical industry for
those who are interested in entering the cannabis market. This phase is
characterized by focused outreach to provide information on program
fundamentals, eligibility requirements, application processes, timelines, and
adherence to State and local regulations.

LEGISLATIVE ADVOCACY

OCM continues to collaborate with the CEO-Legislative Affairs and Intergovernmental
Relations (CEO-LAIR) branch to identify advocacy positions for legislative and budget
proposals that support the County’s cannabis-related priorities. A summary of County-
supported proposals and updates on relevant legislation is provided below.
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County-Supported Legislation

AB 1207 (Irwin) — Cannabis: labeling and advertising. This bill aimed to prohibit
the sale or manufacture of cannabis or cannabis products that are attractive to
children. This bill also looked to prohibit the advertisement and marketing of
cannabis or cannabis products in a way that is attractive to children. The Governor
vetoed this bill in October 2023.

AB 1565 (Jones-Sawyer) — California Cannabis Tax Fund: local equity
program grants. This bill would require, effective July 1, 2028, annual
disbursements of up to $15 million from the California Cannabis Tax Fund to assist
local cannabis equity applicants and operators to gain entry and successfully
operate in the regulated cannabis industry. This bill was held in the Senate
Appropriations Committee on suspense file and will not proceed.

SB 51 (Bradford) — Cannabis provisional licenses: local equity applicants.
This bill would amend the Business and Professions Code to allow the California
Department of Cannabis Control (DCC), in its sole discretion, to issue a provisional
license for retailer activities to a local equity applicant, provided certain
requirements are satisfied. This bill would also permit DCC, in its sole discretion,
to renew such provisional licenses until it issues or denies the provisional
licensee’s annual license, subject to certain requirements, or until five years from
the date the provisional license was issued, whichever is earlier. This bill sunsets
DCC'’s ability to issue provisional licenses for retailer activities to a local equity
applicant on January 1, 2031. The Governor signed this bill into law in October
2023.

SB 508 (Laird) — Cannabis: licenses: California Environmental Quality Act.
This bill would eliminate the current requirement that the DCC serve as a CEQA-
compliant responsible agency prior to issuing an annual license to a cannabis
business, provided that the local jurisdiction assumes the role of lead agency and
files with the state a notice of exemption or notice of determination following a
negative declaration or certified environmental impact report, for the individual
cannabis business. This bill is a two-year bill currently in the Assembly Committee
on Appropriations. It can be considered again in 2024.

OCM is also working with the CEO-LAIR branch to review and monitor the following bills:

S. 2860 (Merkley) — SAFER Banking Act of 2023. This bill would forbid federal
regulators from penalizing financial institutions and insurance providers solely
because they provide services to state-sanctioned cannabis businesses or
individuals whose income is derived from a state-sanctioned cannabis business,
whether as a business owner or an employee. Additionally, this bill would ensure
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that, for the purpose of assessing whether to issue a federally backed mortgage,
financial institutions consider income derived from a state-sanctioned cannabis
business in the same manner as income derived from any legal source. This bill
would also require an annual diversity report on the availability of access to
financial services provided to minority-owned, veteran-owned, women-owned,
Tribal community-owned and small state-sanctioned cannabis businesses. This
bill passed out of the Senate Committee on Banking, Housing and Urban Affairs,
and it is now awaiting a Senate floor vote.

FUTURE REPORTS

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in February 2024.
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loel Ayala EIGHTH QUARTERLY REPORT REGARDING IMPLEMENTION OF AN
EQUITABLE COMMERCIAL CANNABIS REGULATORY FRAMEWORK
(ITEM NO. 6, AGENDA OF FEBRUARY 15, 2022) AND OTHER ACTIVITIES
RELATED TO THE LEGALIZATION OF CANNABIS (ITEMS NO. 3 AND
NO.9, AGENDA OF FEBRUARY 7, 2017; ITEM NO. 20, AGENDA OF

MAY 21, 2019)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant County departments, to proceed with the
development of a commercial cannabis regulatory framework and an equity
program outlined in the Updated Framework and Recommendations for
Regulating Commercial Cannabis in Unincorporated Los Angeles County
report (December 2021)." Your Board further directed OCM to coordinate with
relevant County departments to provide written status updates on a quarterly
basis.

OCM filed quarterly reports on May 16, 2022; August 15, 2022; November 18,
2022; February 17, 2023; May 15, 2023; August 14, 2023; and November 15,
2023.2 The quarterly reports also combine other updates regarding Cannabis
Legalization (Items No. 3 and No. 9, Agenda of February 7, 2017) and the

1 Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial
Cannabis, December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf

2 Office of Cannabis Management Quarterly Reports (May 16, 2022, August 15, 2022, November 18, 2022,

February 17, 2023, May 15, 2023, and August 14, 2023): http://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf
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Implementation of the Unlicensed Cannabis Business Closure Plan (Item No. 20, Agenda
of May 21, 2019)3 into a single consolidated report to your Board.

The previous quarterly report submitted to your Board in November 2023 provided
updates on the process of identifying data-driven disproportionately impacted areas,
partnership development for equity program services, and the project launch for the
Programmatic Environmental Impact Report and zoning ordinance development.

This eighth quarterly report provides your Board with the latest progress on the
development and implementation of an equitable commercial cannabis regulatory
program, including the following major updates:

Social Equity Program Development: OCM is in the last stages of finalizing the
Social Equity Program recommendations for Board consideration and adoption.
Since the last quarterly report, OCM has worked with Internal Services
Departments’ Enterprise-GIS group to analyze identified cannabis-related data
sets previously mentioned, such as the number of cannabis-related arrests in a
particular Sheriff's reporting district, to help identify concentrated disproportionally
impacted areas (DIAs). They have also met with County Counsel to discuss
proposed program eligibility criteria, and will also meet with the Anti-Racist,
Diversity, and Inclusion (ARDI) initiative to ensure the final product reflects the
equity priorities of your Board. Final recommendations for a Los Angeles County
Social Equity Program, including DIA data and processes used to create the map,
and recommended program eligibility criteria, will be included as an Addendum
report to the Equity Assessment for your Board’s consideration. This Addendum
report is expected to be submitted on or prior to the next quarterly report in May
2024.

Programmatic Environmental Impact Report and Commercial Cannabis
Ordinances Updates: OCM has established a Workgroup with the environmental
consultant and relevant County departments to move forward with the
Programmatic Environmental Impact Report and commercial cannabis ordinance
development projects. The Workgroup meets biweekly to address key policy and
programmatic recommendations, including amendments needed in existing
County codes, appropriate options for land use approval for each type of cannabis
businesses (i.e., Conditional Use Permits versus Ministerial Approval), and

3 Consolidated Cannabis Legalization and Implementation of Unlicensed Business Closure Plan Reports:
http://file.lacounty.gov/SDSInter/bos/supdocs/111534.pdf
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specific uses near residents and youth-sensitive areas that necessitate a buffer
zone from cannabis storefront retail stores. The Workgroup is currently discussing
options to address the County’s Specific Plan Areas where commercial cannabis
permits may be appropriate. The zoning ordinance is anticipated to be drafted in
early February 2024, followed by a review from relevant County departments, and
a final recommendation on addressing Specific Plan challenges. Additionally,
community outreach planning continues as part of ordinance development. The
outreach plan will include multiple community meetings and a dedicated webpage
for the project to include updates and details of future meetings. OCM will work
with all the partnering County departments, and your Board offices to ensure
outreach efforts are promoted across a variety of listservs, contacts, and
notification outlets.

e Community Outreach Campaign Implementation: OCM continues to
collaborate with Public Health through the Substance Abuse Prevention and
Control (SAPC) on the development of community education workshops. The
purpose of the workshops is to increase awareness and understanding of a
complex industry (e.g., the differences between regulated and unregulated
markets). Workshops will discuss responsible cannabis retail practices to increase
understanding of compliance requirements and their community impacts for
cannabis retailers. Workshops will focus on informed adult consumption to
increase community knowledge of the various types of cannabis products sold
(e.g., product labels and dosage amounts), especially those that do not meet the
standard quality and safety controls. Workshops shall increase community
awareness of the data-driven research on associated health risks, including health
effects associated with cannabis, in order to help retailers and consumers make
informed decisions on cannabis use. Additional workshop topics will center on
youth prevention in order to provide information on cannabis-related health risks
of youth use, safe storage, and community impacts of underage use. OCM is also
working with its equity consultants on developing workshops specific to Social
Equity Programs, including opportunities and challenges facing cannabis
businesses from the equity operator perspectives. The workshops will be offered
virtually and in-person, anticipated to begin in May or June 2024.

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in May 2024.
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Should you have any questions concerning these matters, please contact me or Laura

Magallanes, Deputy Director of the Office of Cannabis
Imagallanes@dcba.lacounty.gov.

RC:LM:FGN
JG:AS:EV:ph

Attachment

c: Executive Office, Board of Supervisors
Chief Executive Office
County Counsel
Sheriff
Agricultural Commissioner / Weights & Measures
Economic Opportunity
Fire
Public Health
Public Works
Regional Planning
Treasurer and Tax Collector

Management,

at
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EIGHTH QUARTERLY REPORT ON IMPLEMENTING AN EQUITABLE
COMMERCIAL CANNABIS REGULATORY FRAMEWORK

INTRODUCTION

On December 20, 2021, the Los Angeles County Office of Cannabis Management (OCM)
submitted an updated commercial cannabis regulatory framework centered around social
equity.* The framework identified strategies to address administrative barriers and gaps
in educational, technical, and financial supports that obstruct opportunities for populations
disproportionately impacted by the war on drugs to participate in the legal marketplace.
These strategies included the development of a streamlined business permitting process,
a strong and supportive compliance infrastructure, as well as business development,
technical and legal assistance, job training, and access to capital that adequately
supports qualified equity business owners and a responsible, regulated market.

On February 15, 2022, your Board of Supervisors (Board) approved a motion directing
OCM to collaborate with relevant County departments to implement the updated
commercial cannabis regulatory framework. Pursuant to your Board’s direction, OCM
continues to work in close coordination with County and external partners on the
implementation of the approved framework components. Accordingly, OCM provides
written quarterly reports on the status of the program’s implementation.

The following report is the eighth quarterly update on the latest program developments,
which includes the following information:

e Advancements on the development and implementation of a Social Equity
Program for the County’s unincorporated areas;

e Updates on the Programmatic Environmental Impact Report and zoning ordinance
development projects;

e Progress on the implementation of a community education outreach campaign;
and

e Current legislative advocacy efforts.

4 Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial Cannabis,
December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf
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EQUITABLE CANNABIS PROGRAM

In the last report, OCM provided updates on its collaboration efforts with the Department
of Economic Opportunity (DEO) towards the creation of business and workforce
development programs to support the County’s cannabis business marketplace and
employees. DEO’s expertise is instrumental in helping design necessary entrepreneurial
support, including technical assistance and aid in accessing financial resources that are
available through the Social Equity Program. In December 2023, OCM and DEO
partnered with the Center for Strategic Partnerships to meet with philanthropic and private
sector partners to share and garner support for critical program components. Follow-up
meetings with the Center for Strategic Partnerships are being scheduled to discuss next
steps for potential partnerships. OCM and DEO will begin meeting regularly to finalize
program support, training, potential partners, and identify options to leverage existing
programs and resources for the program. The availability of alternative funding sources,
program needs for the Social Equity Program, and other relevant considerations will be
detailed in a forthcoming report for your Board’s consideration.

The last report also provided updates regarding the development of cartographic tools
designed to help identify individuals and communities who have been most directly and
disproportionately impacted by past cannabis criminalization policies of the County. To
this end, OCM has been working with the Internal Services Department’s Enterprise-GIS
group to analyze identified cannabis-related data sets mentioned in the previous report,
such as the number of cannabis-related arrests in a particular Sheriff's reporting district,
to help identify concentrated disproportionally impacted areas (DIAs). As these DIA maps
come to fruition, OCM will work with the Anti-Racism, Diversity, and Inclusion (ARDI)
initiative to ensure the final product reflects the equity priorities of your Board. Final
recommendations for a Los Angeles County DIA map, including data and processes used
to create the map, will be included as an Addendum report to the Equity Assessment for
your Board’s consideration. This Addendum report is expected to be submitted on or prior
to the next quarterly report in May 2024.

Since the last report, OCM has continued making progress toward developing final
recommendations for individual eligibility criteria to qualify for the County’s Social Equity
Program. The purpose of the eligibility criteria is to identify those most directly and
disproportionally impacted by the County’s enforcement of past cannabis criminalization
policies within its unincorporated areas. In producing these recommendations, OCM has
conducted robust research, met with a variety of advocates and regulators, reviewed the
County’s Equity Assessment, engaged local communities, and led a County Working
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Group in identifying drug war harms. In addition to these inputs, OCM has also met with
County Counsel to discuss the proposed options for Social Equity Program eligibility
criteria. Given the complexity and potential legal issues surrounding program criteria,
OCM is working with County Counsel before submitting final Social Equity Program
recommendations for your Board’s consideration, now anticipated to be provided on or
before the next quarterly report.

REGULATORY FRAMEWORK

Zoning Ordinance Development

OCM previously highlighted the kick-off meeting in July 2023 with relevant County
departments to commence the Programmatic Environmental Impact Report (EIR) and
Zoning Ordinance development projects. Throughout October, OCM continued working
with its environmental consultant and Planning staff to gather information regarding
prospective cannabis business types and evaluate appropriate zoning for those land
uses.

OCM has been meeting regularly with the environmental consultant and a workgroup
comprised of County departments representatives from Planning, Public Works,
Agricultural Commissioner/Weights and Measures, County Counsel, Fire, and Public
Health to discuss the drafting of a zoning ordinance amendment and regulatory permit
requirements. Each department’s unique expertise ensures a comprehensive
understanding of the public health, safety, environmental and community impacts of
allowing commercial cannabis businesses in certain zones.

The workgroup meetings to date have focused on identifying specific sections of the
County Code requiring amendments, refining proposed commercial cannabis uses in
commercial and manufacturing zones throughout the County, and discussing the most
appropriate options for land use approval for certain types of cannabis businesses. The
workgroup also continues to identify standards for development, including maximum size
requirements for cultivation facilities, and buffer areas between certain uses, including
youth-sensitive areas, from retail cannabis businesses. This work will also extend to other
critical areas, ensuring that all aspects of cannabis regulation are comprehensively and
thoughtfully addressed through a collaborative and detailed analysis.

Currently, the workgroup is discussing options to include cannabis businesses in County’s
Specific Plan areas.® Planning has helped to identify certain Specific Plans and zones

SA Specific Plan is a form of land use overlay and is often used by Planning as a tool to address neighborhood specific issues and offer
additional planning regulations aligning with the County’s General Plan.
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within each plan where commercial cannabis permits may be appropriate. OCM will
continue working with the workgroup and the environmental consultant to gather
information and explore best options to address Specific Plans.

As a next step, OCM will work with the environmental consultant, and Planning, to map
proposed zones for various cannabis business types throughout the unincorporated
County, including the Specific Plan areas, and the location of buffer constraints. The
mapping exercise will serve to further refine the zones suitable for commercial cannabis
businesses. OCM is also developing community outreach plans for the purposes of
community feedback on draft ordinance amendments and scope of the EIR. The plan will
incorporate multiple in-person and virtual meetings, as well as a dedicated webpage for
the project to provide updates and details for scheduled meetings. OCM will work with all
the partnering County departments, and your Board offices to ensure outreach efforts are
promoted across a variety of listservs, contacts, and notification outlets.

Software Business Solutions

OCM previously provided updates on the selection of a software vendor to administer the
cannabis business application and permitting system that facilitates a more effective and
simplified permitting process. Since then, DCBA staff has worked with County Counsel
and the vendor to finalize the contract agreement, which is anticipated to be executed in
February or March 2024. Following contract execution, it will take approximately six
months to configure and validate the software.

To maximize time efficiency for program implementation, OCM has prepared a business
permit application workflow, including required application questions and documentation
to verify Equity program eligibility in preparation of onboarding the software vendor.
Additionally, OCM is working to develop internal operating procedures, educational
material to guide applicants, and coordinating with DCBA'’s data and analytics team to
further refine each application. OCM will continue to report back to your Board on
progress related to this effort.

PUBLIC EDUCATION AND OUTREACH

In the last report, OCM outlined plans for a community education outreach campaign, in
collaboration with Public Health partners. This campaign will include the development of
educational workshops aimed to increase awareness and understanding of a complex
industry (e.g., the differences between regulated and unregulated markets), and data-
driven research on associated health risks in a rapidly evolving landscape of cannabis
products that can help consumers make informed decisions.
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In January 2024, OCM met with Public Health’s Substance Abuse Prevention and Control
and some of their network of providers to brainstorm ideas for educational workshop
topics that will help provide critical information on the health risks and impacts of cannabis
use, and to prevent disproportionate impacts on community health in the transition to a
sustainable and well-regulated market. This includes targeted workshops aimed around
youth prevention, informed adult consumption, and responsible cannabis retail practices.
Examples of potential topics for these workshops, to be further refined, include cannabis-
related health risks of youth use, delta-8 THC education, safe storage, understanding
product labels and dosage, and compliance of regulations (minimum age requirements,
the prohibition of labeling that may be attractive to youth, maximum THC content in retail
products) in a regulated market. OCM and SAPC will meet monthly to build out these
workshops, with the goal of launching workshops (virtual and in-person) around May or
June 2024. OCM will also meet monthly with SAPC, Tobacco Control and Prevention
Program, and Environmental Health to discuss additional partnership opportunities to
incorporate public health programs and best practices.

OCM is also working with its equity consultants on the design of educational workshops
specific to Social Equity Programs, including opportunities and challenges facing
cannabis businesses from the equity operator perspectives. This includes identifying
relevant representatives and experts in the social equity industry. This will be followed
with plans for direct outreach of the Social Equity Program, once approved by your Board,
focused on providing information on program fundamentals, eligibility requirements,
application processes, timelines, and adherence to State and local regulations.

OCM will continue to report back on the latest progress on the development of its
community outreach campaign plans prior to the next quarterly report submission.

LEGISLATIVE ADVOCACY

At this early stage in the second year of California’s legislative session, there are not yet
any cannabis-specific State bills that the County is formally supporting. OCM and the
Chief Executive Office - Legislative Affairs and Intergovernmental Relations Branch
(CEO-LAIR) will continue monitoring proposals to identify any potential impacts on the
County’s cannabis regulatory framework.

OCM is continuing to collaborate with CEO-LAIR to review and monitor the following
federal legislation:
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e S. 2860 (Merkley) — SAFER Banking Act of 2023. This bill would prevent federal
regulators from penalizing financial institutions and insurance providers solely
because they provide services to state-sanctioned cannabis businesses or
individuals whose income is derived from a state-sanctioned cannabis business,
whether as a business owner or an employee. Also, for the purpose of assessing
whether to issue a federally backed mortgage, this bill would ensure that financial
institutions consider income derived from a state-sanctioned cannabis business in
the same manner as income derived from any legal source. This bill would also
require an annual diversity report on the accessibility of financial services provided
to minority-owned, veteran-owned, women-owned, Tribal community-owned and
small state-sanctioned cannabis businesses. This bill passed out of the Senate
Committee on Banking, Housing and Urban Affairs on September 27, 2023, and it
is now awaiting a Senate floor vote.

FUTURE REPORTS

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in May 2024.
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Joel Ayala NINTH QUARTERLY REPORT REGARDING IMPLEMENTATION OF AN

EQUITABLE COMMERCIAL CANNABIS REGULATORY FRAMEWORK
(ITEM NO. 6, AGENDA OF FEBRUARY 15, 2022) AND OTHER ACTIVITIES
RELATED TO THE LEGALIZATION OF CANNABIS (ITEMS NO. 3 AND
NO. 9, AGENDA OF FEBRUARY 7, 2017; ITEM NO. 20, AGENDA OF
MAY 21, 2019)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant Los Angeles County (County) departments, to
proceed with the development of a commercial cannabis regulatory framework
and an equity program outlined in the Updated Framework and
Recommendations for Regulating Commercial Cannabis in Unincorporated
Los Angeles County report (December 2021)." Your Board further directed
OCM to coordinate with relevant County departments to provide written status
updates on a quarterly basis.

OCM filed quarterly reports on May 16, 2022, August 15, 2022, November 18,
2022, February 17, 2023, May 15, 2023, August 14, 2023, November 15, 2023,
and February 15, 2024.2 The quarterly reports also combine other updates
regarding Cannabis Legalization (tems No. 3 and No. 9, Agenda of
February 7, 2017) and the Implementation of the Unlicensed Cannabis

1 Office of Cannabis Management Report, Updated Framework and Recommendations for
Regulating Commercial Cannabis, December 20, 2021:
http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf

2 Office of Cannabis Management Quarterly Reports (May 16, 2022, August 15, 2022,
November 18, 2022, February 17, 2023, May 15, 2023, August 14, 2023, November 15,
2023, and February 15, 2024): https://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf

ficba.lacounty.gov 320 W. Temple St., Room G-10, Los Angeles CA, 90012-2706
info@dcba.lacounty.gov (213) 974-1452 * (800) 593-8222 * Fax: (213) 687-1137
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Business Closure Plan (Item No. 20, Agenda of May 21, 2019)3 into a single consolidated
report to your Board.

Per this motion, this report provides the ninth quarterly update on the following:

o Development and implementation of a Social Equity Program for the County’s
unincorporated areas;

e Regulatory framework, including progress on ordinance development and
business permitting software;

« Enhanced direct enforcement efforts; and

o Implementation of community education and outreach plans.

EQUITABLE CANNABIS PROGRAM

The last report provided updates on finalizing recommendations for qualifying eligibility
criteria for the County’s future Social Equity Program. The report highlighted the
complexity and potential legal issues surrounding Social Equity Programs and their
program criteria. As such, OCM continues to work with County Counsel before submitting
final Social Equity Program recommendations for Board consideration via an Addendum
to the Equity Assessment submitted in the February 12, 2023, quarterly report. OCM
tentatively plans to submit recommendations as part of the next quarterly report.

OCM also meets regularly with the Department of Economic Opportunity (DEO) to
discuss concept plans and partnerships for entrepreneurial training and workforce
development programs for equity businesses. DEQO’s expertise on small business
development support is fundamental in ensuring small business owners are connected to
needed education, training, and networks that can increase their chances of success.
This includes providing foundational knowledge of business principles, such as strategic
planning, business plan development, financial management, etc. Once a concept is
finalized, OCM will also work with relevant permitting County departments to be included
as part of required business training that will ensure prospective business owners
understand the basic public health and safety rules and regulations and help build a
sustainable and responsible cannabis industry.

Similarly, OCM is also working on contract execution with a legal service provider to
develop and implement business and legal educational workshops (see Public Education
and Outreach section), legal trainings, and direct pro bono legal assistance services. The
legal trainings and services will be incorporated into the trainings mentioned above to
help equip prospective business owners to identify and prevent predatory practices that
remain prevalent in the social equity community.

3 Consolidated Cannabis Legalization and Implementation of Unlicensed Business Closure Plan Reports:
http://file.lacounty.qgov/SDSInter/bos/supdocs/111534.pdf
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OCM will continue to provide the Board with updates on the development and
implementation of Social Equity Program services.

REGULATORY FRAMEWORK

Ordinance Development

OCM continued to meet regularly with Planning, Public Works, Agricultural
Commissioner/Weights and Measures, County Counsel, Fire, and Public Health to
establish a framework for zoning and other regulatory permit requirements that will be
incorporated into the Planning and Zoning Code and other sections of the County code.

Since the last quarterly report, the workgroup has moved forward with a framework for
proposed policy recommendations, including General Plan* and Specific Plan® zones that
would allow cannabis businesses, land-use approval process, distance buffers between
cannabis businesses and youth-sensitive areas, and other operating requirements. The
framework outlined below carefully considers the impacts of the commercial cannabis
business permit program on the community and environment, while aligning with the
updated commercial cannabis regulatory framework approved by the Board. The
following initial policy recommendations will lay the foundation for draft amendments to
the Zoning Code, which will require ongoing stakeholder discussions for further
refinement to balance both community and business interests.

e Ministerial Land Use Approval Process: Planning recommends that all cannabis
business types be approved through a ministerial land use approval process to
reduce the overall cost, time and complexity associated with a Conditional Use
Permit (CUP), which can take up to a year or longer to review and approve. In lieu
of a CUP process, the ministerial land use approval process would be combined
with additional good neighbor policy mandates and corporate social responsibility
requirements for businesses to ensure community feedback is incorporated as part
of operating requirements (to be incorporated into the development of Title 8 of the
County’s Code). Additionally, amendments to the Zoning code are subject to the
California Environmental Quality Act (CEQA); the County’s program
Environmental Impact Report (EIR) will serve as a critical component that will
enable ministerial land uses for cannabis businesses.

4 The General Plan is the foundational document for all community-based plans and provides the policy
framework that establishes the long-range vision for how and where the unincorporated areas will grow,
including goals, policies, and programs to foster healthy, livable, and sustainable communities.

5 A Specific Plan is a form of land use overlay and is often used by Planning as a tool to address
neighborhood specific issues and offer additional planning regulations aligning with the County’s General
Plan.
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e Zoning and Sensitive-Use Buffers: The workgroup explored additional
commercial and manufacturing zones where commercial cannabis businesses
could be allowed. Allowing the ability for legal businesses to establish with
reasonable location options and buffer zones will help prevent youth access and
exposure, overconcentration of businesses in one area, and a de facto ban
resulting from limited parcel space. Proposed policy recommendations include:

o Allowing at least one-type of cannabis business in Neighborhood
Commercial (C-2), General Commercial (C-3), Commercial Manufacturing
(C-M), Light Manufacturing (M-1), Restricted Heavy Manufacturing (M-1.5),
Heavy Manufacturing (M-2), Institutional (IT), and Commercial-only Mixed-
Use Development (MXD) zones.

o Examining Specific Plans that could allow commercial cannabis business
locations. Planning assessed the existence of zones within each Specific
Plan area that are equivalent to zones allowing cannabis activities in the
General Plan, such as those that may be equivalent to a C-3 zone in the
General Plan. Conversely, Specific Plans with stricter standards than those
required by the General Plan were also considered as areas where
cannabis businesses could be prohibited, such as those that already
prohibit businesses like tobacco shops, vape shops, cigar bars, and hookah
lounges.

o Requiring distance buffers to minimize proximity to sensitive areas
frequented by youth, and prevent overconcentration of businesses. This
includes a 600 ft. buffer from Youth-Oriented Uses,® which includes public
or private schools (K-12), child day care centers, public libraries, parks, and
recreational facilities, and a 500 ft. buffer from any other storefront retail
cannabis business licensed by the State.

e Noise Control: Consistent with Los Angeles County Code Chapter 12.08,” which
establishes specific noise limits that vary according to the time of day and the
zoning of the surrounding area, businesses would be required to adhere to
acceptable noise levels as described in this ordinance, including but not limited to
machinery, customers, and vehicle traffic.

6 A defined term in the draft Title 22 ordinance that encompasses uses typically referred to as “sensitive.”
However, the term “Sensitive-Use” is already defined in Title 22. The current definition for Sensitive Use
would be considered overly broad for this context and may adversely impact the availability of eligible
parcels for legal cannabis businesses to locate. As a result, Planning developed a new term, “Youth-
Oriented Use” to eliminate potential confusion of repeated terms with different definitions and tailor
distance buffers to cannabis uses.

7 Los Angeles County Code Chapter 12.08 — Noise Control
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e Sign Regulations: Consistent with Los Angeles County Code Chapter 22.114,8
businesses would be required to ensure all signage and advertising present on
their premises complies with Countywide sign regulations. These regulations
specify the allowable dimensions, placement, and lighting of signs to maintain
aesthetic standards, minimize visual clutter, and ensure traffic safety.

¢ Operations within Enclosed Structures: To help to reduce odors and other
environmental impacts, and shield operations from the view of youth and maintain
the visual integrity of the community's landscape, cannabis activities would be
required to be conducted in enclosed, permanent structures. Visibility of cannabis
products or activities from public or private thoroughfares would be prohibited, as
well as outdoor and mixed light cannabis cultivation activities. Lastly, cultivation
size would be limited to no more than 22,000 square feet of canopy?®.

o Exterior Maintenance Requirements: Businesses would be required to keep the
exterior of their premises clean and free of trash, debris, and graffiti. A well-
maintained exterior can enhance the appeal of the business, contribute positively
to a community’s business district, and serve to distinguish permitted businesses
from their unlicensed, illegal counterparts.

¢ Allowed Microbusiness Activities: Microbusinesses would be allowed to engage
in up to three distinct business activities at one location. These activities could
include cultivation, non-volatile manufacturing, distribution, or non-storefront retail
as allowed by the location’s zoning. Microbusinesses would not be allowed to
engage in cannabis laboratory testing, storefront retail, or volatile manufacturing
operations. This regulation is designed to support small-scale businesses in the
cannabis industry while ensuring that they operate within a structured and
manageable scope of activities.

In addition to the above, there are several other existing County codes and policies related
to regulating how commercial cannabis businesses will be allowed to operate within the
unincorporated areas of the County. The proposed framework described above will be
incorporated into a larger commercial cannabis business regulatory scheme of current
ordinances administered by a County department to contract cities (outlined in the table
below) and the creation of new ordinances.

8 Los Angeles County Code Chapter 22.114 - Signs
9 The designated area(s) at a licensed premises that will contain mature plants at any point in time.
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Code/Policy

Chapter

Description

Responsible

Title 4 — Revenue
and Finance

Chapter 4.71 -
Cannabis Business
Tax

Imposes a Cannabis Business Tax
upon each Person engaged in business
as a Cannabis Business in the
unincorporated areas of the County.

Department
Treasurer Tax
and Collector

Title 8 - Consumer [Chapter 8.04 Public [Establishes a public health permit and |Public Health
Protection, Health Licenses fee system for commercial cannabis
Business and activities.
\Wage
Regulations
Title 11 - Health  [Chapter 11.37 — Establishes operational requirements |Public Health
and Safety* Cannabis Facilities [for cannabis manufacturing,
distribution, and retail facilities and
Part 7 — Commercial |other general requirements for
Cannabis Activities [cannabis facilities seeking a Public
Health Permit.
Fire Department |Authority: Establishes requirements to submit Fire

Regulation #30 — |Los Angeles County |detailed plans for cannabis cultivation
Cannabis Fire Code, Title 32, [and manufacturing and establishes a
Cultivation/ IAppendix Chapter 1, requirement to obtain Operational
Production for Sections 102.8, Permits to use plant extraction, CO2
Businesses 102.9, 104.1 enrichment, and other mechanical

systems.

* Public Health’s Environmental Health Division is updating local Title 11 code/policy to align with the language found
in the state cannabis laws and regulations.

In addition to these existing rules, OCM is amending Title 8 of the County Code
(“administrative ordinance”), alongside the ongoing Title 22 zoning ordinance revisions.
The Title 8 amendments are pivotal as they will establish the framework for the County’s
commercial cannabis business permit program. This includes defining the Social Equity
Program criteria, outlining permit application procedures, setting permit fees, and
specifying operating requirements, security measures, violations, and penalties. These
amendments will largely determine how commercial cannabis business permits will be
issued and how cannabis businesses operate within the County. OCM has also organized
additional workgroups with County departments to outline security measures, hours of
operation, and advertising, labeling, packaging requirements that will be included in the
administrative ordinance draft.


https://fire.lacounty.gov/wp-content/uploads/2019/08/V7-C1-S30_12-28-17_18.pdf
https://fire.lacounty.gov/wp-content/uploads/2019/08/V7-C1-S30_12-28-17_18.pdf
https://fire.lacounty.gov/wp-content/uploads/2019/08/V7-C1-S30_12-28-17_18.pdf
https://fire.lacounty.gov/wp-content/uploads/2019/08/V7-C1-S30_12-28-17_18.pdf
https://fire.lacounty.gov/wp-content/uploads/2019/08/V7-C1-S30_12-28-17_18.pdf
https://fire.lacounty.gov/wp-content/uploads/2019/08/V7-C1-S30_12-28-17_18.pdf
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Next Steps

An initial draft of the proposed cannabis zoning amendments was developed in February.
Since then, the draft has undergone an iterative review and revision process led by
Planning and County Counsel. Additionally, OCM is working with their environmental
consultant and Planning to finalize mapping of the proposed zones, including Specific
Plan zones, and buffers to further illustrate where cannabis business types may be
appropriate. The final draft of zoning amendments will be shared with County
departments for further review. At the conclusion of this review and revision cycle, the
draft zoning ordinance will be published along with other proposed regulations for public
comment.

OCM anticipates publishing a public draft cannabis zoning ordinance and other proposed
regulations and operating requirements as part of the draft administrative ordinance in
summer 2024. Subsequently, OCM will conduct a combination of in-person and virtual
public meetings to present essential components of the proposed commercial cannabis
permit program, and begin the process for the County’s EIR.

Software Business Solutions

On April 1, 2024, OCM executed its agreement with OpenGov, Inc., a software solutions
company with extensive experience in developing cannabis licensing systems for
government use. OpenGov will be responsible for delivering a permitting and licensing
system which includes a customer and staff portal, workflow management platform,
electronic verification, application review capabilities, electronic payment functionality,
permit issuance, database capabilities, and analytics and reporting features. OCM and
OpenGov are in the process of developing a project implementation timeline and plan.
OCM anticipates it will take approximately six months to configure and validate the
software.

ENHANCED DIRECT ENFORCEMENT

Efforts to combat unpermitted cannabis businesses are critical for public health and,
safety, as well as the functionality of a legal cannabis market. The County’s enforcement
efforts help disrupt unpermitted cannabis operators who unfairly compete against legal
cannabis operators, and evade taxes, skip product safety tasting, and ignore local
regulations and zoning laws.’® These unpermitted retailers are also more prevalent in

0 Legal cannabis operators are run out of business by illicit operators who evade taxes, skip product
safety tasting, and ignore local regulations and zoning laws. California’s legal weed industry can’t
compete with illicit market - POLITICO. IRC Section 280E prevents licensed cannabis companies from
deducting normal business expenses, including product safety testing, installing additional security
measures, and certain employee wages. This, in addition to the State’s 15% Cannabis Excise Tax, the



https://www.politico.com/news/2021/10/23/california-legal-illicit-weed-market-516868
https://www.politico.com/news/2021/10/23/california-legal-illicit-weed-market-516868
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neighborhoods experiencing social and economic disadvantage, potentially exacerbating
health disparities through selling of unregulated products or selling to minors.™
Enforcement is primarily conducted by Los Angeles County Sheriff's Department (LASD)
who investigates reported illicit cannabis businesses, and by County Counsel's
Affirmative Litigation Division who civilly prosecutes against cannabis business operators
and property owners who lease or rent to unpermitted cannabis establishments.

Since the last quarterly report, County Counsel settled cases against two unpermitted
cannabis businesses and the property owners who leased or rented their properties to
them. The County collected a total of $171,878 in civil penalties and obtained permanent
injunctions prohibiting the defendants from renting to or operating illicit dispensaries.

Additionally, the Office of County Counsel moved forward with a court-appointed Receiver
to enforce the terms of a previous judgment rendered in favor of the County. In this case,
the defendant, property owners, failed to pay civil penalties in the amount of $1,000,000,
and failed to initiate eviction proceedings against the two unpermitted cannabis
businesses currently operating on their properties.

In another case, following initiation of enforcement, an eviction of the illicit business
operator was completed by the property owner without the need for the County to file a
legal action.

OCM affirms that enforcement efforts against unpermitted cannabis operators should
continue to be a primary component of the County’s equitable commercial cannabis
regulatory framework. OCM will continue to work with partnering departments of the
Cannabis Consumer Health and Safety Taskforce on enhanced civil and administrative
enforcement strategies against high-priority unpermitted cannabis business locations in
our unincorporated communities.

PUBLIC EDUCATION AND OUTREACH

OCM continues to prioritize broad education and outreach plans that seek to reinforce
community awareness of informed cannabis usage, including data-driven research on
associated health risks, and the importance of a regulated legal market. The plan aims to
bridge public health and safety, and social and economic justice factors in the
development of regulations and programs surrounding the legal industry.

County’s 9.5% Sales and Use Tax, and the County’s 4% Cannabis Tax, can lead to tax bills that exceed
100% of the net profits of a licensed cannabis business. lllicit cannabis operators who evade these taxes
are much more financially successfully. Marijuana and Tax: The Dark Reality of Cannabis Taxation
(bloombergtax.com)

" Unger JB, Vos RO, Wu JS, et al. Locations of licensed and unlicensed cannabis retailers in California:
a threat to health equity? Prev Med

Rep. 2020;19:101165. https://doi.org/10.1016/j.pmedr.2020.101165 Crossref, Medline, Google Scholar



https://news.bloombergtax.com/daily-tax-report-state/marijuana-and-tax-the-dark-reality-of-cannabis-taxation
https://news.bloombergtax.com/daily-tax-report-state/marijuana-and-tax-the-dark-reality-of-cannabis-taxation
https://doi.org/10.1016/j.pmedr.2020.101165
https://ajph.aphapublications.org/servlet/linkout?suffix=bib1&dbid=16&doi=10.2105%2FAJPH.2022.307102&key=10.1016%2Fj.pmedr.2020.101165
https://ajph.aphapublications.org/servlet/linkout?suffix=bib1&dbid=8&doi=10.2105%2FAJPH.2022.307102&key=32714779
http://scholar.google.com/scholar_lookup?hl=en&publication_year=2020&author=JB+Unger&author=RO+Vos&author=JS+Wu&title=Locations+of+licensed+and+unlicensed+cannabis+retailers+in+California%3A+a+threat+to+health+equity%3F
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Since the last quarterly report, OCM is moving forward with implementation of educational
workshop series development, in collaboration with Public Health. The workshop series
will offer education on topics related to consumer safety and responsible cannabis usage,
such as safe storage practices, understanding regulations and quality standards of the
legal market (e.g., packaging and labeling), as well as health education related to
cannabis consumption and its immediate and long-term effects, particularly among
underage youth. Public Health’s Substance Abuse Prevention and Control (SAPC), in
partnership with community-based organizations, continues to provide comprehensive
youth prevention educational strategies, including education on cannabis-related health
risks of youth usage, and delta-8 THC education. To further inform educational series
development, messaging and opportunities to expand outreach efforts and programs
tailored for youth, OCM and SAPC will engage with Public Health’s Youth Advisory
Council for a listening session in late May 2024. Public Health will continue providing
social media resources, including the Let’s Talk Cannabis campaign to the award-winning
‘Bigger Choices’ teen cannabis campaign. In addition to substance use prevention
measures, Public Health’s harm reduction, treatment, and recovery options for substance
use disorders will be important to highlight to help mitigate potential harms from
commercialization of cannabis activities.

In addition to the topics above, OCM will also develop workshops, in partnership with a
legal service provider, related to business and legal aspects in navigating entry into the
legal marketplace. These workshops will be tailored for populations that have been
disproportionately impacted by past cannabis criminalization. Topics aim to increase
general understanding of business transactional legal education and minimize the risk of
predatory practices, including business structure and choice of entity information, contract
law, and commercial real estate leasing.

The series of educational workshops are tentatively scheduled to begin in early summer
2024 and offered in person and virtually. A calendar of the sessions will be posted on the
OCM’s website once solidified and will be promoted via OCM’s e-mail blasts and social
media platforms. OCM will also work directly with community liaisons from each Board
office to help share information on the sessions, and report back on the latest progress
of implementation of education and outreach plans in the next quarterly report
submission.

FUTURE REPORTS

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in August 2024.
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Should you have any questions concerning these matters, please contact me or Laura

Magallanes, Deputy Director of the Office of Cannabis
Imagallanes@dcba.lacounty.gov.

RC:LM:FGN
JG:AS:SMB:EV:ph

c: Executive Office, Board of Supervisors
Chief Executive Office
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District Attorney
Sheriff
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Public Works
Treasurer and Tax Collector
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= aah TENTH QUARTERLY REPORT REGARDING IMPLEMENTATION OF AN

EQUITABLE COMMERCIAL CANNABIS REGULATORY FRAMEWORK
(ITEM NO. 6, AGENDA OF FEBRUARY 15, 2022) AND OTHER ACTIVITIES
RELATED TO THE LEGALIZATION OF CANNABIS (ITEMS NO. 3 AND
NO.9, AGENDA OF FEBRUARY 7, 2017; ITEM NO. 20, AGENDA OF
MAY 21, 2019)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant County departments, to proceed with the
development of a commercial cannabis regulatory framework and an equity
program outlined in the Updated Framework and Recommendations for
Regulating Commercial Cannabis in Unincorporated Los Angeles County
report (December 2021)." Your Board further directed OCM to coordinate with
relevant County departments to provide written status updates on a quarterly
basis.

OCM filed quarterly reports on May 16, 2022; August 15, 2022; November 18,
2022; February 17, 2023; May 15, 2023; August 14, 2023, November 15, 2023,
February 15, 2024, and May 15, 2024.2 The quarterly reports also combine
other updates regarding Cannabis Legalization (tems No. 3 and No. 9,
Agenda of February 7, 2017) and the Implementation of the Unlicensed

! Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial
Cannabis, December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf

2 Office of Cannabis Management Quarterly Reports (May 16, 2022, August 15, 2022, November 18, 2022,
February 17, 2023, May 15, 2023, August 14, 2023, November 15, 2023, and February 15, 2024):
https:/ffile.lacounty.qov/SDSInter/bos/supdocs/166488.pdf

ficba.lacounty.gov 320 W. Temple St., Room G-10, Los Angeles CA, 90012-2706
info@dcba.lacounty.gov (213) 974-1452 * (800) 593-8222 * Fax: (213) 687-1137
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Cannabis Business Closure Plan (Item No. 20, Agenda of May 21, 2019)3 into a single
consolidated report to your Board.

Per this motion, this report provides the tenth quarterly update on the following:

o Development and implementation of a Social Equity Program for the County’s
unincorporated areas;

« Implementation of the commercial cannabis regulatory framework, including
progress on ordinance development and business permitting software
development;

e Updates on public education and outreach workshops; and

« Updates on enhanced direct enforcement efforts.

EQUITABLE CANNABIS PROGRAM

In May 2024, OCM hosted a Social Equity Entrepreneur Workshop (Workshop), inviting
social equity operators to participate in a collaborative discussion to explore challenges
and successes as part of the application process, licensing, and operations of licensed
equity businesses. Approximately 35 individuals attended, representing equity
businesses from the Cities of Los Angeles and Long Beach, as well as Northern California
to discuss their experiences and opportunities to refine program supports and address
existing gaps. Also, in attendance were representatives from partnering County
departments, including the Department of Economic Opportunity (DEO), the Anti-Racism
and Diversity Initiative (ARDI), and the Second Supervisorial District. Feedback from the
Workshop included outlining necessary operational support related to direct counseling
and case management services and guidance, tailored trainings needed and best
methods to provide training, and identifying financial amounts to sufficiently support equity
businesses.

Since the Workshop, OCM continues to meet regularly with DEO to refine entrepreneurial
training and workforce development programs for equity businesses to include feedback
from the Workshop. OCM, in partnership with DEO, is also working with its consultants to
finalize a training curriculum. The trainings will be an essential program component to
ensure businesses are compliant and contribute to their chances for success.
Accordingly, OCM will work with relevant permitting County departments on training
related to rules and regulations under pertinent County codes. Additionally, OCM
continues to develop program infrastructure to support equity businesses, including the
development of program guidance tools, and identifying needs for case management
support for business concierge services.

3 Consolidated Cannabis Legalization and Implementation of Unlicensed Business Closure Plan Reports:
http://ffile.lacounty.qov/SDSInter/bos/supdocs/111534.pdf
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One of the most critical supports offered by Social Equity Programs is financial assistance
to equity applicants and businesses via grants and/or loans. Without adequate funds,
equity businesses continue to be at a disadvantage in a costly industry (approximately
upwards of $700,000 to launch a business) with limited banking services available. OCM
intends to apply for additional State grant opportunities, however, identifying and securing
funding for this crucial program service remains a challenge.

Since the last report, OCM executed a contract with a public interest legal service provider
to develop and implement business and legal educational workshops (see Public
Education and Outreach section), legal trainings, and direct pro bono legal assistance
services. The legal training and services will be incorporated into the training mentioned
above to help equip prospective business owners to identify and prevent instances of
predatory practices that remain prevalent in the social equity community.

Additionally, the public interest legal service provider is developing educational
workshops tailored for populations that have been disproportionately impacted by past
cannabis criminalization. These workshops intend to help navigate entry into the legal
marketplace and minimize the risk of predatory practices faced by equity businesses. This
will include topics on general business transactional legal education, including business
structure and choice of entity information, contract law, and commercial real estate
leasing. These workshops are tentatively scheduled to begin late fall 2024.

OCM aims to start social equity program implementation in early 2025, but the timeline is
highly dependent on the infrastructure and critical program supports being secured.

REGULATORY FRAMEWORK

Ordinance Development

Since the last quarterly report, OCM and the Planning Department drafted a zoning
ordinance based on the proposed policy recommendations included in the last report and
distributed it to the involved County departments for their review and feedback. The
departments involved in this review process included Public Health, Fire, Public Works,
Agricultural Commissioner/Weights and Measures, and Parks and Recreation. These
departments were given 30 days to complete their evaluations and provide their
comments on the draft ordinance. OCM continues to work with departments to address
any remaining questions and feedback on the proposed draft zoning ordinance
amendments.

Following the departmental review period, OCM worked closely with the Planning
Department to incorporate necessary modifications and prepare a public draft of the
Commercial Cannabis Zoning Ordinance. This draft was subsequently published online
in July, along with a fact sheet summarizing the key provisions, on a newly created
“‘documents” webpage designed to consolidate all relevant public documents related to



Each Supervisor
August 27, 2024
Page 4

the development of the Commercial Cannabis Business Permit Program and the
forthcoming Environmental Impact Report (EIR).*

During this period, OCM collaborated with the environmental consultant to continue
finalizing a detailed draft zoning map. This map delineates the parcels of land where
commercial cannabis business activity could be permitted under the proposed zoning
amendments and incorporates distance buffers from Youth-Oriented Uses® to ensure an
accurate representation of eligible parcels. Upon finalizing the zoning map, OCM will
formally announce a 45-day public comment period, adhering to the established protocols
of the Planning Department. This comment period will provide another opportunity for the
community to review and provide input on the proposed zoning ordinance, further
ensuring that the regulatory framework aligns with community interests and concerns.

Community Meetings

Simultaneously with the publication of the draft zoning ordinance, OCM initiated a series
of in-person and virtual community meetings in July 2024 throughout the unincorporated
communities near areas where commercial cannabis business could be permitted.

A total of nine community meetings were hosted to present the draft zoning and operating
requirements for commercial cannabis businesses under the proposed zoning and
licensing framework and to collect public input and feedback. This included a combination
of eight in-person meetings distributed across unincorporated areas of the County within
each Supervisorial District, and one virtual/online meeting (shown in the table below). The
meetings were also attended and supported by representatives from the Planning
Department, Fire, the Sheriff's Department (Sheriff), and County Counsel.

Supervisorial Meeting

District Format Location Date & Time
1 In-person | Rowland Heights Library Mond.ay, Ju!y 19, AP |
: | | 5:00 - 6:30 pm |
? . Wednesday, July 17, 2024
1 | In-person East Los Angeles Library | i i
| '. o 5;100 —J6.'30 pm
2 " In-person | Lennox Library urg.oag i) g‘§01352024 |
2 In-person A C Bilbrew Library Wedngj;joax,éj.%lg S; e
3 In-person Topanga Library | Thurgfjoaoy, nglgOZS;n2024
| | J. U — V.

4 Commercial Cannabis Business Program Documents
3 As reported in the May 15, 2024 Quarterly Report, propased buffer zones include 600 feet from “Youth-Oriented Uses”, which
includes public or private schools (K-12), child day care centers, public libraries, parks, and recreational facilities.
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4 | In-person | South Whittier Community | Tues<?Iay, Ju!y 16, 2024
_ | Resource Center ; 5:00 —6:30 pm
5 | In-person . Actorj Agua Dulce Library Mon5d: ggflgégirﬁom 5]
5 5 In-person | Altadena Community Center | Tuezdgg_.]glg(ﬁ)z ::m?024 |
Virtual/Online | Y onEay r?;:n 202 :

OCM utilized multiple outreach strategies to promote the community meetings, including
digital and print media, email campaigns, social media engagement, and collaborations
with various County and external partners. In total, nearly 200 community and industry
stakeholders participated in these meetings with close to 100 attendees joining the online
meeting. OCM is developing a comprehensive summary of the outreach efforts, including
an analysis of the feedback received. Generally, the feedback focused on concerns
regarding the proliferation of the illicit market and enforcement efforts, concerns about
establishing a legal market in the unincorporated areas, and more specific comments on
the proposed rules and regulations.

In addition to the above community meetings, OCM is also working with the Board offices
to identify and connect with additional community organizations/groups located where
proposed commercial cannabis businesses may be permitted, and in response to
additional presentation requests from community stakeholders. OCM will continue to
gather and compile community feedback and incorporate it into the development of the
Commercial Cannabis Business Permit Program, as appropriate, to ensure that the
community's concerns and suggestions are addressed in the final proposed regulations.

Next Steps

OCM will continue working with the environmental consultant to finalize a public-facing
version of the proposed commercial cannabis zoning map. As previously stated, once this
map is complete, OCM will initiate additional community engagement, including
publishing the map online, holding another online meeting on the proposed zoning and
licensing regulations, and working with the Planning Department to start a 45-day public
comment period on the draft zoning ordinance. The 45-day public comment period is
anticipated to start by early fall 2024.

Additionally, the environmental consultant will begin to prepare an initial study which
serves as a preliminary analysis to determine the possibility of significant environmental
impacts.

OCM anticipates kicking off the EIR in fall 2024.
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Software Business Solutions

In April 2024, OCM executed an agreement with OpenGov, Inc., to provide a software
program to administer and track the County’s cannabis business licensing. In May 2024,
OCM and OpenGov began the implementation of the licensing software system. To date,
OCM has developed workflows and drafts for the commercial cannabis application
process. OCM will continue to work with OpenGov to streamline the process and conduct
thorough testing of the current drafts, with application modules anticipated to be finalized
by the end of November 2024.

PUBLIC EDUCATION AND OUTREACH

In the last report, OCM introduced plans for an educational summer series to provide
learning opportunities for the community on various topics related to cannabis. Officially
launched in June 2024, Candid Conversations About Cannabis aims to empower
residents to better understand the evolving and complex landscape of cannabis and
bridge public health and safety, and social and economic justice factors shaping the
industry. Each month from June 2024 through September 2024 examines a different
topic. Organized by OCM, County partners and industry experts, the Candid
Conversations About Cannabis educational series have and will discuss the topics
outlined below.

e Understanding Cannabis Rules & Regulations (June 2024). This meeting
explored the legal framework governing the cannabis industry, including federal,
state and local laws, quality and safety standards, and the importance of a
regulated market.

e History of the War on Drugs, Equity & Justice (July 2024). This meeting
provided historical context for the War on Drugs, examining cannabis enforcement
policies and practices on marginalized communities, and efforts being taken to
repair past cannabis criminalization through Senate Bill 1294 (California Cannabis
Equity Act) and the role of local social equity programs.

¢ Informed Cannabis Use (August 2024). This meeting, in partnership with Public
Health, provides helpful information to make responsible decisions regarding adult
cannabis consumption, including understanding laws pertaining to personal use,
associated health risks for vulnerable populations, and harm reduction, treatment,
and recovery options for substance use disorders.

¢ Cannabis 101: The Science behind Cannabis (September 2024). This meeting
examines the scientific aspects of cannabis, including its chemical composition,
understanding THC and CBD, and effects on the body and brain in its different
forms.
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The workshops are in-person with sessions being held on select Wednesdays from
6:00 p.m. to 7:30 p.m. and Saturdays 11:00 a.m. to 12:30 p.m. throughout various
unincorporated areas of the County. The workshops offer translation services and include
a 30-minute Q&A session following the presentations. The calendar of workshops and
registration links are listed on OCM'’s website at cannabis.lacounty.gov.

Promotional efforts for the workshops have included regular updates and announcements
via email to DCBA subscriber listserv, through County and government agencies and
community organizations networks, and in coordination with Board offices’
communication channels. Additionally, OCM has also conducted personalized phone
calls to previous participants, key community members, local non-profits, and religious
organizations near venue locations to inform them about the upcoming workshops and
encourage attendance.

Despite promotional efforts, in-person attendance has remained low. OCM continues to
identify additional outreach strategies to increase participation in future workshops,
including connecting with local community-based organizations for opportunities to
present at regularly scheduled meetings, and identifying additional resources to help
increase capacity for direct promotional outreach.

As part of these meetings, OCM continues collecting feedback from attendees to
understand their needs and preferences and adjust workshop topics and formats to better
align with community needs and interests.

UNLICENSED CANNABIS BUSINESS ENFORCEMENT

OCM continuously works with County Counsel's Affirmative Litigation Division, Sheriff,
and state agencies in efforts to combat unpermitted cannabis businesses operating in the
unincorporated areas of the County. Addressing the illicit market remains a priority for
OCM as the County works toward establishing a legal market.

Since the last quarterly report, County Counsel settled cases against two property owners
who leased or rented their properties to illicit dispensaries. In one case, the Court awarded
the County a monetary judgment in the amount of $90,796 in civil penalties and attorney's
fees and a permanent injunction prohibiting the renting or operation of an unpermitted
dispensary. In the other case, the parties reached a settlement wherein the property
owner agreed to cease renting, leasing, or allowing the property to be used for unlicensed
commercial cannabis activity and to pay the County $10,000 in civil penalties.

During this period, County Counsel filed nuisance abatement actions against two
unpermitted cannabis businesses and the property owners who leased or rented their
properties to them. Additionally, County Counsel successfully moved for the appointment
of a Receiver to enforce the terms of a previous judgment against defendant property
owners who failed to pay civil penalties, attorney's fees and costs totaling $1,317,876,
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and failed to initiate eviction proceedings against the unpermitted cannabis business
operating on their property. During this same period, County Counsel also sent warning
letters to the property owners and the illicit business operators at six locations in the
unincorporated County area.

Despite the ongoing enforcement, there remain more than 161 illegal dispensaries
operating in the unincorporated County. In order to have a viable and successful cannabis
market, there needs to be enhanced direct enforcement targeting the unlicensed
businesses. OCM is meeting with representatives from County Counsel, Sheriff, and the
Treasurer and Tax Collector to identify and coordinate needed resources. Through a
coordinated budget request, OCM strives to ensure there are sufficient resources to
address the large volume of investigations and civil litigation cases.

FUTURE REPORTS

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in November 2024.

Should you have any questions concerning these matters, please contact me or Laura
Magallanes, Deputy Director of Office of Cannabis Management, at
Imagallanes@dcba.lacounty.gov.

RC:.LM:FGN
JG:AS:SMB:EV:ph
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Chief Deputy -
Joel Ayala ELEVENTH QUARTERLY REPORT REGARDING IMPLEMENTATION OF

AN EQUITABLE COMMERCIAL CANNABIS REGULATORY FRAMEWORK
(ITEM NO. 6, AGENDA OF FEBRUARY 15, 2022) AND OTHER ACTIVITIES
RELATED TO THE LEGALIZATION OF CANNABIS (ITEMS NO. 3 AND
NO. 9, AGENDA OF FEBRUARY 7, 2017; ITEM NO. 20, AGENDA OF
MAY 21, 2019)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant County departments, to proceed with the
development of a commercial cannabis regulatory framework and an equity
program outlined in the Updated Framework and Recommendations for
Regulating Commercial Cannabis in Unincorporated Los Angeles County
report (December 2021)." Your Board further directed OCM to coordinate with
relevant County departments to provide written status updates on a quarterly
basis.

OCM filed quarterly reports on May 16, 2022; August 15, 2022; November 18,
2022; February 17, 2023; May 15, 2023; August 14, 2023; November 15, 2023;
February 15, 2024; May 15, 2024; and August 15, 2024.2 The quarterly reports
also combine other updates regarding Cannabis Legalization (Iltems No. 3 and

' Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial
Cannabis, December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf

2 Office of Cannabis Management Quarterly Reports (May 16, 2022, August 15, 2022, November 18, 2022,
February 17, 2023, May 15, 2023, August 14, 2023, November 15, 2023, and February 15, 2024):
https://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf

ficba.lacounty.gov 320 W. Temple St., Room G-10, Los Angeles CA, 90012-2706
info@dcba.lacounty.gov (213) 974-1452 * (800) 593-8222 * Fax: (213) 687-1137



http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf
https://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf

Each Supervisor
November 18, 2024
Page 2

No. 9, Agenda of February 7, 2017) and the Implementation of the Unlicensed Cannabis
Business Closure Plan (Item No. 20, Agenda of May 21, 2019)3 into a single consolidated
report to your Board.

Per this motion, this report provides the eleventh quarterly update on the following:

« Social Equity Program development;

e Implementation of the commercial cannabis regulatory framework, including
progress on ordinance development;

e Public education and outreach efforts; and

« Unlicensed cannabis business enforcement efforts.

SOCIAL EQUITY PROGRAM

Since the last quarterly report, OCM has continued to meet regularly with the Department
of Economic Opportunity (DEO) to refine entrepreneurship and hiring training programs
and services for equity businesses. Currently, OCM, its consultants, and DEO are
finalizing the program and service concepts, anticipated to be completed by December
2024. The entrepreneurship program will offer cohort training on business startup and
compliance, 1:1 counseling, technical assistance, legal services, and capital access for
prospective operators. As part of this process, OCM and DEO will onboard key program
service providers and work with partners to ensure effective and culturally competent
promotion, outreach, and engagement to optimize program and service access for eligible
businesses.

As noted in the previous report, due to high startup costs and limited banking options,
financial assistance through grants and/or loans is one of the most critical supports
offered by Social Equity Programs to equity applicants and businesses. Without adequate
funds, equity businesses continue to be at a disadvantage in the costly cannabis industry.
OCM and DEO will continue to work with County and funding partners to identify potential
funding sources to support this critical component.

REGULATORY FRAMEWORK

Ordinance Development

e Public Comment Period on Draft Ordinances: On October 1, 2024, OCM
launched a 45-day Public Comment Period to gather feedback on the proposed

3 Consolidated Cannabis Legalization and Implementation of Unlicensed Business Closure Plan Reports:
http://file.lacounty.gov/SDSInter/bos/supdocs/111534.pdf
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commercial cannabis business license program. The comment period ran through
November 15, 2024, and was designed to provide community stakeholders with
an opportunity to review and offer input on the draft zoning ordinance and business
operating requirements. The goal is to ensure that the proposed regulations align
with community interests and address concerns related to the proposed cannabis
business license program.

OCM developed numerous resources alongside the draft zoning ordinance and
business operating requirements to enhance community understanding,
engagement and facilitate participation in the regulatory process. These resources
include a fact sheet on the proposed program, made available in both English and
Spanish, and an interactive zoning map. The map shows parcels of land where
cannabis businesses could be allowed to operate based on business type after
accounting for proposed distance buffers from Youth-Oriented Uses and other
state-licensed cannabis businesses. Furthermore, OCM also launched a
dedicated webpage* to centralize these resources and enhance community
access to vital information in one easy to navigate webpage.

OCM utilized a multi-channel marketing strategy to increase awareness in efforts
to maximize community participation during the comment period. These efforts
included production of both digital and print media, a targeted e-mail campaign
using stakeholder lists provided by the Planning Department, and social media
marketing. Additionally, OCM continues to conduct targeted community
engagement in consultation with your Board offices (see Community Meetings
section below).

OCM has conducted an internal review of the draft rules and worked closely with
relevant County departments to evaluate potential revisions based on feedback
received thus far. The review process is ongoing and will continue following the
completion of the Public Comment Period. OCM will publish updated versions of
the draft ordinance later as appropriate.

e Community Meetings: OCM previously highlighted the completion of a series of
nine in-person and virtual community meetings that occurred in July 2024 to solicit
public feedback and raise awareness on the proposed cannabis business license
program. Since then, OCM has expanded its active engagement by presenting the
proposed cannabis business licensing program at regular community organization
meetings. To achieve this, OCM worked closely with Board offices to identify key

4 Public Comment Page: https://dcba.lacounty.gov/cannabis/publiccomment/
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community groups for engagement and facilitate presentations. So far, OCM has
presented at approximately nine additional community meetings with a combined
total of about 170 attendees.

OCM will continue collaborating with Board offices during and beyond the Public
Comment Period to ensure that key community groups are informed about the
proposed program. Furthermore, OCM will provide a comprehensive summary of
feedback received from these community meetings and comment period in the
next quarterly update to your Board.

e Initial Study and Notice of Preparation (IS/NOP): In late October, OCM received
a draft of the Initial Study from the environmental consultant, which is currently
under review. The Initial Study serves as a preliminary analysis to identify potential
environmental impacts that will guide the development of the Environmental
Impact Report (EIR). In addition to the Initial Study, a Notice of Preparation (NOP)
is also being developed. The NOP is a formal notice sent by the lead agency to
inform responsible agencies that the County is preparing an EIR and to request
their input on the scope and content of the environmental analysis. A public
scoping meeting will be held following the release of the NOP.

OCM will continue to work closely with the environmental consultant and the
Planning Department to ensure the proper protocols are followed for departmental
review of the Initial Study and the filing of notices in accordance with the California
Environmental Quality Act (CEQA). OCM will continue to provide your Board with
updates on the timing of future meetings and progress related to the environmental
review in subsequent reports.

e Next Steps: OCM will continue to review feedback from the Public Comment
Period and revise the draft zoning ordinance and business operating requirements
accordingly. OCM will continue to work with partners to finalize and publish the
IS/NOP, with a public scoping meeting to follow. OCM will also continue outreach
to community organizations in coordination with Board offices to ensure ongoing
engagement.

Software Business Solution

OCM continues working closely with OpenGov, Inc., its contracted cannabis licensing
software provider, to finalize the application modules for a commercial cannabis license.
There are four application modules: Business Ownership Review, Preliminary Location
Review, Cannabis Business License Application, and the Social Equity Application. The
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Social Equity Application, Business Ownership Review, and Preliminary Location Review
are in final testing. OCM anticipates the Cannabis Business License Application will be
ready for testing by the end of November 2024.

Additionally, OCM is working with the eCommerce Readiness Group (ERG) regarding
payment processor options for cannabis licensing. Among the options include utilizing
OpenGov’s default payment processor or the County’s current financial system. OCM will
continue to work with its IT/data team and OpenGov to determine the most cost and time
effective option and continue to provide your Board updates.

PUBLIC EDUCATION AND OUTREACH

Candid Conversations About Cannabis

In September, OCM concluded its scheduled Candid Conversations About Cannabis
educational summer series. The summer series, organized by OCM, in collaboration with
County partners and industry experts, aimed to empower residents with balanced
information on various topics shaping the evolving and complex regulated industry.
Topics covered included the science of the cannabis plant, public health implications and
potential risks, regulatory factors governing the industry, and state and local legislative
efforts to advance social justice.

OCM expanded the summer series to host two additional virtual presentations in October
in partnership with the Department of Public Health. The presentations, titled Public
Health 101: Effects of Cannabis, focused on the health impacts of cannabis use, including
the endocannabinoid system, potential medical benefits, associated health risks, and
harm reduction methods.

In total, OCM hosted 14 in-person and three virtual educational presentations from June
through October 2024 at libraries, parks, and community centers in unincorporated areas
of the County, with a total of 99 participants. Notably, attendance at the virtual sessions
garnered higher attendance than in-person sessions, ranging between 1-11 participants
at the in-person sessions versus 10-34 participants at the virtual sessions. To promote
the series, OCM worked with partners to utilize listservs, raise awareness during
community events, and make print material available at host venues. Participant feedback
indicated an interest for more education on practical approaches for discussing cannabis
with young people. Presentation materials and recordings are available on OCM'’s
website at cannabis.lacounty.gov.

OCM is currently developing the next series of educational workshops in partnership with
Public Counsel, a trusted non-profit public interest law firm with expertise in business
transactional law. The workshops will provide critical business and legal education to
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those interested in potentially pursuing social equity businesses. Workshop topics will aim
to help individuals understand and navigate entry into the legal marketplace and the
challenges unique to social equity business operators, including topics on business
structure and choice of entity formation, contract law, and intellectual property rights. To
increase outreach, OCM is actively exploring additional outreach strategies to enhance
participation, including collaborations with local community organizations and more virtual
offerings. Continuous feedback collection will further guide future workshop topics and
formats to better align with community interests and needs.

UNLICENSED CANNABIS BUSINESS ENFORCEMENT

Since the last quarterly report, County Counsel’s cannabis team filed civil nuisance
abatement actions seeking civil penalties, costs, and injunctive relief to enjoin unlicensed
commercial cannabis sales against property owners and business operators at five
locations in the unincorporated area. The team also sent out warning letters resulting in
property owners initiating eviction proceedings and obtaining writs of possession, and/or
otherwise taking possession of their property, at five additional locations. Subsequently,
the management company representing the property owner at one of those locations is
leasing to another unlicensed cannabis business and is cooperating to evict that tenant.
Writs of possession have also been obtained and evictions are underway at two more
locations which are being handled by the court-appointed Receiver who is enforcing a
judgment obtained by the County. In other pending action, the County defeated a motion
for Judgment on the Pleadings and is working on entering the default for one of the
remaining defendants. During this period, the County collected $41,210 in civil penalties.

As noted in previous reports, OCM believes it is critical to enhance enforcement of
unlicensed activities for our community’s safety and for the integrity of the County’s future
regulated cannabis market. The challenge with enforcement continues to be limited
resources to address the scale of the problem due to the complex and time-intensive civil
actions required to shut down unlicensed dispensaries. OCM is working with its
enforcement partners at the Sheriff's Department and County Counsel to request needed
resources through the budget process to increase capacity for consistent and targeted
civil litigation enforcement actions.

FUTURE REPORTS

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in February 2025.
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Should you have any questions concerning these matters, please contact me or Laura
Magallanes, Deputy Director of Office of Cannabis Management, at
Imagallanes@dcba.lacounty.gov.

RC:LM:FGN
SMB:AS:EV:ph

Attachment

C: Executive Office, Board of Supervisors
Chief Executive Office
County Counsel
District Attorney
Sheriff
Agricultural Commissioner/ Weights & Measures
Economic Opportunity
Fire
Public Health
Public Works
Regional Planning
Treasurer and Tax Collector


mailto:lmagallanes@dcba.lacounty.gov

LOS ANGELES COUNTY

CONSUMER & BUSINESS AFFAIRS

Board of Supervisors February 25, 2025

Hilda L. Solis
First District

Holly J. M?tch_ell

Second District To: Supervisor Kathryn Barger, Chair
Lindsey P. Horvath Supervisor Hilda L. Solis

Third District Supervisor Holly J Mitchell

Janice Hahn Supervisor Lindsey P. Horvath
Fourth District Supervisor Janice Hahn

Kathryn Barger
Fifth District

From: Rafael Carbajgﬂ%ﬁ o)
Director Director lg/{%%’% )
N

Rafael Carbajal

Chief Deputy

oel Ayala TWELFTH QUARTERLY REPORT REGARDING IMPLEMENTATION OF
AN EQUITABLE COMMERCIAL CANNABIS REGULATORY FRAMEWORK
(ITEM NO. 6, AGENDA OF FEBRUARY 15, 2022) AND OTHER ACTIVITIES
RELATED TO THE LEGALIZATION OF CANNABIS (ITEMS NO. 3 AND
NO.9, AGENDA OF FEBRUARY 7, 2017; ITEM NO. 20, AGENDA OF
MAY 21, 2019)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant County departments, to proceed with the
development of a commercial cannabis regulatory framework and an equity
program outlined in the Updated Framework and Recommendations for
Regulating Commercial Cannabis in Unincorporated Los Angeles County
report (December 2021)." Your Board further directed OCM to coordinate with
relevant County departments to provide written status updates on a quarterly
basis.

In accordance with your Board motion, OCM has filed quarterly reports since
May 16, 2022.2 These reports also combine other updates regarding Cannabis
Legalization (Items No. 3 and No. 9, Agenda of February 7, 2017) and the

' Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial
Cannabis, December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf

2 Office of Cannabis Management Quarterly Reports (May 16, 2022, August 15, 2022, November 18, 2022,
February 17, 2023, May 15, 2023, August 14, 2023, November 15, 2023, February 15, 2024, May 15, 2024, August
14, 2024, and November 18, 2024): https://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf

ficba.lacounty.gov 320 W. Temple St., Room G-10, Los Angeles CA, 90012-2706
info@dcba.lacounty.gov (213) 974-1452 * (800) 593-8222 * Fax: (213) 687-1137
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Implementation of the Unlicensed Cannabis Business Closure Plan (Item No. 20, Agenda
of May 21, 2019)3 into a single consolidated report to your Board.

This report provides your Board with the latest quarterly program update on the following
items:

e Social Equity Program development;

e Ordinance development, including updates and next steps related to public
feedback on draft ordinances, and business license application software build-out;

e Public education and outreach efforts; and

« Unlicensed cannabis business enforcement efforts and emerging cannabis-related
enforcement issues.

SOCIAL EQUITY PROGRAM

OCM continues to work with the Department of Economic Opportunity (DEO) on the
design of the Social Equity Program and planning for implementation and delivery of
program services. OCM is incorporating lessons learned from other jurisdictions in the
development of the program to help address known pitfalls from other programs. Ongoing
challenges remain around identifying additional funding to support key program offerings
in part due to continued federal prohibition and stigma around cannabis businesses. As
previously reported, the Social Equity Program will be unable to meet intended outcomes
without key program support, especially providing access to capital for selected social
equity operators. OCM will continue to work with DEO and other partners on this critical
issue.

REGULATORY FRAMEWORK

Ordinance Development

Summary of Public Comment Feedback

OCM closed its 45-day Public Comment period on November 15, 2024, after a series of
community meetings that took place throughout the second half of 2024. The Public
Comment period, held from October 1 through November 15, 2024, provided an extended
opportunity for stakeholders to review and comment on the proposed program and draft
zoning ordinance and business operating requirements.

3 Consolidated Cannabis Legalization and Implementation of Unlicensed Business Closure Plan Reports:
http://file.lacounty.gov/SDSInter/bos/supdocs/111534.pdf
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OCM received over 350 comments via email, letters, and an online form that reflected a
broad spectrum of community interests, with 94 percent of comments submitted by e-mail
(63%) and the online form (31%). In total, OCM conducted 21 community meetings,
presentations, and discussions to nearly 500 community members and community
organizations throughout the County from July through December 2024. Nearly half of
the comments submitted were primarily from four main communities within the Second
and Fifth Supervisorial Districts. These included comments from individuals and
organizations from Ladera Heights, EI Camino Village, Newhall, and Stevenson Ranch.
Some community groups created templates to outline their concerns and general
opposition, which were widely circulated within their networks and submitted by multiple
individuals, resulting in a significant number of identical comments.

The feedback received during the Public Comment period revealed several key themes.
A detailed description of these themes can be found in Attachment | and are summarized
below.

e Buffers from Youth-Oriented Uses. Many members of the community desired
increased buffer distances between cannabis businesses and youth-oriented uses
such as schools, parks, and daycares. While the proposed 600-foot buffer was
supported by some, most respondents advocated for expanding it to 1,000 feet or
more from these locations, as well as residential areas. This may be in part due to
comparisons with other jurisdictions that have buffer zones larger than 600 feet.

It is worth noting that the proposed 600-foot buffer zone is consistent with State
law# and the County’s standard for alcohol retail outlets.® As such, any cannabis
business would only be allowed in commercial, commercial-only mixed use,
industrial, and institutional zones under the current draft regulations. Additionally,
buffer zone distances for the unincorporated areas of the County have been
extensively assessed since 2018, including buffers from very common uses such
as residential areas and places of worship. As noted in previous reports, analyses
of these buffers revealed that larger buffers from very common uses either resulted
in a de facto ban on cannabis businesses, or a concentration of these businesses
in industrial and industrial-adjacent areas. These areas tend to be in lower income
neighborhoods in the First and Second Supervisorial Districts, and in the Antelope
Valley in the Fifth Supervisorial District, where properties tend to be relatively large
and spread apart. Consequently, increasing buffer distances specific to
unincorporated areas with limited existing zoning availability may result in
relegating more businesses to certain economically and health-disadvantaged
communities.

4 California Business and Professions Code, Section 26054
5 Los Angeles County Code Chapter 22.140.030
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Definition of Youth-Oriented Use. Another key theme that emerged in comments
were recommendations to broaden the definition of Youth-Oriented Use to include
more businesses that cater to youth, such as karate, dance studios, and churches.
Currently, a Youth-Oriented Use is defined as, “a land use where youth under the
age of 18 are most likely to spend time, including public or private schools, child
day care centers, public libraries, public parks, and public recreational facilities.”

Broadening the current definition may present implementation challenges due to
more discretionary decision-making. As an example, “youth centers” are vaguely
defined under State law and difficult to identify in practice.® Whereas, schools,
public parks, libraries and daycares were identified through verifiable publicly
accessible government databases and considered appropriate proxies for primary
areas where youth commonly congregate. Utilizing reliable databases can help
minimize vagueness that may appear arbitrary and add layers of complexity for
determining buffers.

By-Right/Ministerial Approval Process. Concerns about the by-right or
ministerial land-use approval process also emerged frequently in public
comments. Many stakeholders favored implementing a Conditional Use Permit
(CUP) to allow for greater community input and site-specific reviews.

The proposed land use regulations provide for ministerial review of cannabis
businesses which incorporate uniform and objective development standards. This
approach applies clear and predetermined zoning and development criteria and
maintains consistency, efficiency, and objectivity in the review process to ensure
that businesses exist in areas where they meet those development standards.

To lawfully establish and operate cannabis businesses in the unincorporated
communities of the County, businesses must comply with zoning requirements and
development standards in Title 22 and business license requirements and
operating standards under Title 8. Additionally, licensed operators must meet
public health and safety requirements in Title 11 and obtain any necessary permits
or clearances from Public Works, Fire, and Agricultural Commissioner/Weights
and Measures. This differs from the CUP process, which is inherently subjective
and can lead to inconsistent outcomes since it looks at a particular location. Over
time, this can result in a patchwork of discretionary developments, each with their
own set of unique conditions. The CUP process can also be used to either block
cannabis businesses in certain areas or allow them in locations where
communities lack the resources or expertise to challenge a proposed use. Finally,

6 Health and Safety Code section 11353.1(e)(2) defines a “youth center” as “any public or private facility that is primarily used to
host recreational or social activities for minors, including, but not limited to, private youth membership organizations or clubs, social
service teenage club facilities, video arcades, or similar amusement park facilities.”
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while a CUP is commonly used to approve cannabis businesses in other
jurisdictions and is also the County’s land-use approval process for alcohol retail
outlets, it is worth noting that it is not a location ban on alcohol retail outlets.”
Collectively, the ministerial process combined with coordinated application
processes is likely to result in a more uniform and efficient program than the CUP
process.

Youth-Impact Concerns. Some communities expressed strong and organized
opposition to any cannabis business activity due to potential impacts on public
safety, neighborhood character, and youth exposure.

Preventing youth access is a priority for the County’s program. Accordingly,
proposed regulations incorporate strict operating requirements for licensed
businesses in alignment with State law, including bans on cannabis advertising
within 1,000 feet of any Youth-Oriented Use, using child-resistant packaging,
ensuring product labels are not appealing to children, and robust security
measures such as electronic age verification upon entering a retailer and again at
the point of sale.

Public Health and Safety Concerns. Commenters also highlighted risks
associated with increased crime, impaired driving, and secondhand smoke
exposure. Many called for robust enforcement measures and dedicated resources
to address these concerns.

The approved regulatory framework incorporated recommendations from Public
Health’s 2019 Health Impact Assessment.? This includes allowing a maximum of
25 cannabis storefronts Countywide, with no more than five licensed stores in any
one Supervisorial district, which is roughly one third of the recommended number
(one dispensary per 10,000-15,000 residents or 66-100 dispensaries in
unincorporated areas). The draft operating requirements also include strict security
measures, good neighbor policy, and compliance checks during routine
inspections and annual renewals. Regarding enforcement measures, OCM
continues to work with enforcement agencies to advocate for more resources to
address the unlicensed operations prevalent within unincorporated communities
(see Unlicensed Cannabis Business Enforcement in this report).

7 Title 22 requires findings for alcoholic beverage sales outlets through a CUP process, that the proposed location(s) do not

“adversely affect the use of a place used for religious worship, school, park, playground or similar use within a 600-foot radius.”
Consequently, an alcohol outlet may locate close to places used for religious worship, schools, parks, playgrounds or similar uses

provided that the CUP contains conditions that mitigate against possible impacts.

8 Health Equity Implications of Retail Cannabis Regulations in Los Angeles County: Health Impact Assessment:
http://publichealth.lacounty.gov/chie/reports/Cannabis HIA Final 7 15.pdf
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e General Zoning and Land-Use. Stakeholders also voiced apprehension about

the overconcentration of industrial cannabis operations in certain areas where
industrial zones are prevalent. Other communities advocated for restrictions on
retail storefronts in additional Specific Plans.
OCM worked closely with Planning on the proposed zoning and land-use
regulations. In the development of Title 22 amendments, Planning carefully
considered and reviewed Specific Plans and ultimately ensured commercial
cannabis zoning would be consistent with the General Plan and existing standards
for other similar businesses like tobacco shops, vape shops, cigar shops, and
hookah lounges.

e Other Themes: Stakeholders also proposed enhancements to existing business
requirements such as expanding community notification requirements under the
good neighbor policy, strengthening corporate social responsibility commitments,
and revising employee definitions to align with state standards. Additionally, some
public comments also addressed themes outside of the draft ordinances, such as
feedback on the social equity program, and allocation of cannabis tax revenue for
community reinvestment.

OCM is committed to developing balanced regulations that address concerns with
community health and safety, administrative feasibility, and business viability.
Acknowledging community concerns, OCM is evaluating the draft zoning and
administrative ordinances for potential revisions. Potential policy options will continue to
consider health and social equity impacts, as well as the effects of overly restrictive
buffers and regulations known to contribute to continued unlicensed operations and
further exacerbate health risks.

OCM will work with your Board offices to evaluate potential policy options that remain
consistent with your Board’s motion and priorities.

Initial Study and Notice of Preparation

In November 2024, OCM worked with Planning to distribute the draft Initial Study (I1S)® to
relevant County departments. County departments were given 30 days to review the IS
and provide their feedback. Pertinent feedback was consolidated and used to revise and
finalize the IS draft where appropriate.’® OCM is also working closely with its
environmental consultant to prepare for the public noticing process in accordance with
CEQA by developing e-mail communications, website and social media content, and tribal
notifications.

9 As previously reported, the Initial Study serves as a preliminary analysis to identify potential environmental impacts that will guide
the development of the Environmental Impact Report.

10 Feedback most pertinent for the Initial Study primarily centered on clarifying terms used within the Initial Study, such as the term
‘existing structures’ versus ‘permitted structures’.
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A Notice of Preparation (NOP)' is also being finalized alongside the IS in preparation for
the Environmental Impact Report (EIR). A public review and scoping period lasting
between 30 to 45 days will be initiated after filing the IS/NOP with the Governor’s Office
of Planning and Research (OPR), State Clearinghouse Unit. Midway through this scoping
period, OCM plans to host a Public Scoping Meeting to gather feedback on the scope
and content of the EIR.

A key component of the IS/NOP is the Project Description which is based on a
combination of elements derived from the draft zoning, licensing, and administrative
ordinances. Changes to these elements such as an expansion of the definition of Youth-
Oriented Use would require changes to the Project Description. Such changes should be
made before an NOP is filed with the State; otherwise, a revised NOP would have to be
re-submitted resulting in project delays of 30 days or more. As a result, potential
ordinance revisions must be made prior to finalizing the NOP and initiating the public
scoping and review period.

Software Business Solution

Since the last quarterly update, OCM has completed the initial build-out of the online
Cannabis License Application portal. Through testing, OCM will continue to make minor
refinements and enhancements to key modules, including the Social Equity Application,
Business Ownership Review, and Preliminary Location Review to ensure usability,
efficiency, and alignment with workflows, and program requirements.

In early December 2024, OCM and DCBA'’s Information Technology (IT) team presented
to the Los Angeles County Electronic Permitting and Inspections (EPIC-LA) Steering
Committee to receive approval to integrate the County’s permitting system with OpenGov.
These efforts aim to streamline the County permitting and entitlement process through
data-sharing between the two systems. The EPIC-LA Steering Committee is scheduled
to vote on approval of data integration on February 11, 2025.

OCM and IT team also submitted an Assessment Questionnaire for the eCommerce
Readiness Group/Governance’s (ERG) review and approval. The Questionnaire
summarizes the project scope and demonstrates compliance with County ecommerce
standards. Review and approval of the Questionnaire is scheduled to be completed by
the end of February 2025.

11 The Notice or Preparation is a formal notice to inform responsible agencies that the County is preparing an Environmental Impact
Report.
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OCM will continue to test and revise each application module and monitor the ERG
Assessment Questionnaire until final approval. OCM will also initiate Geographic
Information System (GIS) and financial systems integration with OpenGov for efficient
application review and fee reconciliation.

PUBLIC EDUCATION AND OUTREACH

OCM continues developing educational workshops in collaboration with Public Counsel.
The workshops will provide critical business and legal education for individuals interested
in becoming social equity operators. The content of the workshops will focus on helping
participants navigate entry into the legal marketplace, with a particular emphasis on the
unique challenges faced by social equity business operators. This includes education on
the fundamentals of business structure and choice of entity formation, contract law,
commercial real estate leasing, and intellectual property rights. These workshops will
begin prior to launching the Social Equity Program in hopes to equip potential social equity
operators with an understanding of their rights under business transactional law and
designed to help participants identify and avoid predatory incidents that commonly occur
among social equity businesses.

OCM is working with Public Counsel to establish timelines for the workshops and will
continue providing status updates in future quarterly reports.

UNLICENSED CANNABIS BUSINESS ENFORCEMENT

County Counsel’s Cannabis Team continued its litigation against 12 pending civil
nuisance abatement actions. The team also worked with property owners who initiated
unlawful detainer actions against illicit dispensary tenants at three separate locations. At
two of the locations where the County petitioned for the appointment of a Receiver, repairs
are underway, with interior demolition now complete. Finally, during this period, the
County confirmed closure of eight locations where illicit dispensaries have been
operating.

As previously mentioned in other quarterly reports, OCM is committed to addressing the
challenges with enforcement of the unlicensed cannabis market. Since the last report,
OCM submitted a budget request aimed at significantly disrupting the unlicensed market
in high-concentration areas within unincorporated communities. The budget request
includes funds for additional dedicated staffing to handle high caseloads of complex and
time-intensive legal actions, search warrant execution, and enforcement coordination.
Increasing resources will enable the County to increase capacity to effectively enforce
more rapid and targeted civil litigation needed to successfully shut down unlicensed
dispensaries and reduce illegal activity.
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Emerging Cannabis-Related Enforcement Issues

Beginning in November 2024, OCM met with representatives from Public Health
Treasurer and Tax Collector, County Counsel, and Sheriff to discuss growing concerns
over local tobacco smoke shops selling unlicensed cannabis and industrial hemp
products. The issue has created significant public health and safety risks and resulted in
the adoption of intoxicating hemp emergency regulations from the California State
Department of Public Health, which went into effect on September 23, 2024. The
emergency regulations require that industrial hemp food, food additives, beverages, and
dietary supplements intended for human consumption have no detectable amount of total
tetrahydrocannabinol (THC), creates a minimum age of 21 to purchase hemp final form
food products intended for human consumption, limits the number of servings in hemp
products to five per package, and includes additional cannabinoids within the definition of
THC.

Discussions with partnering County departments helped to clarify department roles and
address potential gaps in regulating hemp products specifically sold at tobacco smoke
shops. Public Health has local enforcement authority over food and beverages
manufactured using industrial hemp products under the Health and Safety Code
sections 113700 (California Retail Food Code) and 109875 (Sherman Act) and will
continue addressing potential violations under these codes. OCM, County Counsel, and
Sheriff will continue working together regarding unlicensed cannabis products being sold
outside of licensed dispensaries, including smoke shops.

Additionally, in December 2024, Public Health sent notification letters, cosigned by DCBA,
to licensed food markets and tobacco retailers in the unincorporated areas informing them
of emergency regulations on industrial hemp and relevant local ordinances related to the
County’s current ban on commercial cannabis. The letter also included tips to help
businesses ensure they comply with all State and local laws to avoid potential penalties.
As a result of coordinated efforts to develop the notification letters, Public Health engaged
the City of Los Angeles (City) partners, whereby the City also created a similar notification
letter for their jurisdiction.

OCM will continue coordinating with partnering County departments on ongoing
compliance with this issue and other emerging issues as they arise.

FUTURE REPORTS

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in May 2025.
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Should you have any questions concerning these matters, please contact me or Laura
Magallanes, Deputy Director of Office of
Imagallanes@dcba.lacounty.gov.

RC:LM:FGN
SMB:AS:EV:ph
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Attachment |

COMMERCIAL CANNABIS LICENSING PROGRAM PUBLIC COMMENT SUMMARY

. BACKGROUND

In late 2023, OCM began coordinating workgroup meetings with County departments to
establish a framework for zoning, land-use, and other regulatory license requirements.
These departments included Planning, Public Works, Agricultural Commissioner /
Weights and Measures, County Counsel, Fire, and Public Health. The framework
developed during these workgroup meetings would form the foundation of the County’s
proposed commercial cannabis business license program and amendments to Title 8 and
Title 22 of the County Code which will govern how the County will regulate the legal
industry in the unincorporated areas and where these businesses would be allowed to
operate.

An initial draft of the proposed cannabis zoning amendments was developed in early
2024. This draft was revised by Planning and County Counsel to include both General
Plan and Specific Plan zones that would allow cannabis businesses, land-use approval
process, distance buffers between cannabis businesses and youth-sensitive areas, and
other operating requirements. The revised draft was distributed to relevant County
departments for their review and feedback. Following the departmental review, OCM
worked closely with the Planning Department to incorporate necessary modifications and
prepare a public draft of the Commercial Cannabis Zoning Ordinance.

In July 2024, the draft zoning ordinance and an expansive list of proposed business
operating requirements was published to OCM’s website. Simultaneously with the
publication of the draft zoning ordinance and business operating requirements, OCM
initiated a robust community outreach campaign which included a series of in-person and
virtual community meetings hosted throughout unincorporated communities, a 45-day
public comment period on the proposed zoning ordinance and business operating
requirements, and targeted engagement with numerous community organizations.

Il. KEY THEMES FROM PUBLIC COMMENTS

Key themes were identified based on the frequency and prominence of stakeholder
comments. These themes highlight critical issues that arose repeatedly during the
feedback process, reflecting widespread concerns and priorities among community
members.

1. Proximity to Youth-Oriented Uses and Other Sensitive Locations

Comments related to the distance between cannabis businesses and Youth-Oriented
Uses emerged as the most common theme. This topic was referenced in at least 194
comments or 55 percent of all comments submitted. Stakeholders expressed varying
perspectives regarding the proximity of cannabis businesses to a Youth-Oriented Use;
but generally, comments discussing this topic advocated for an expansion of buffer
distances around Youth-Oriented Uses and other sensitive locations.
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Buffers from Youth-Oriented Use

Several comments supported maintaining or expanding the proposed 600-foot buffer
around youth-oriented uses and other sensitive areas:

« Expand Buffers: At least 80 percent of stakeholders who raised the issue related
to proximity of cannabis businesses to sensitive locations expressed concerns that
the proposed 600-foot buffer was inadequate, some argued in favor of increasing
the buffers to as much as 1,000 feet, particularly if the definition of a youth-oriented
use remains narrow. Specific concerns highlighted youth exposure and the lack of
a Conditional Use Permit (CUP) to control the placement of cannabis businesses
to justify larger buffer zones.

« Maintain or Reduce Buffers: A few commenters noted that existing age
verification and advertising restrictions provide sufficient protection for youth,
suggesting that smaller buffer zones may be adequate.

o Establish Residential Buffers: Calls for buffers of up to 1,000 feet between
cannabis businesses and residential areas to mitigate impacts on multi-family and
single-family dwellings and neighborhoods overall were also common. One
comment noted a misalignment with the County’s General Plan by not establishing
buffers between industrial cannabis operations and residential areas.

Buffers from other cannabis businesses

Several comments raised concerns about the proximity of cannabis businesses to each
other and the potential for overconcentration or clustering of these businesses,
particularly retail business types, but also industrial operations such as cultivation,
manufacturing, and distribution. These concerns were attributed to the significant amount
of industrially zoned land in the 2nd and 5th Supervisorial Districts, relative to industrial
zoning in other districts.

To address this issue, recommendations included expanding buffers between businesses
and limiting each type of cannabis business to one per 10,000 residents in each
community.

Additionally, commenters highlighted the need to clarify “first in time, first in right”
protections for cannabis businesses. This refers to the rights of cannabis businesses to
secure a license for a specific site when competing with a potential youth-oriented use or
another licensed cannabis retailer seeking to locate within 600 or 500 feet, respectively.

Buffers from other sensitive locations

Many comments also recommended establishing buffers between cannabis businesses
and numerous other uses such as universities, hospitals, alcohol and drug abuse
recovery treatment facilities, and more (see Definition of Youth-Oriented Use).
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2. Definition of Youth-Oriented Use

The second most common issue raised in public comments was related to concerns that
the County’s current definition of “Youth-Oriented Use” is too narrow and fails to
adequately protect areas frequently visited by minors. Most of the approximate 194
comments that cited concerns about inadequate distance buffers also suggested
expanding the definition to include additional sites that should be buffered from cannabis
businesses to better safeguard public health, safety, and well-being.

Many comments emphasized the need to apply distance buffers to businesses and
attractions that primarily draw individuals under the age of 21. Specific examples included
arcades, toy stores, ice cream parlors, karate and dance studios, boys and girls clubs,
community gardens, tutoring centers, theme parks such as Six Flags Magic Mountain,
Chuck E. Cheese, Lego stores, Starbucks, and churches or places of worship which may
often host youth programs and activities.

Stakeholders also recommended distance buffers around businesses that may not
primarily attract youth but should still be considered a sensitive location due to potential
adverse impacts, such as alcoholism and drug abuse recovery or treatment facilities,
hospitals, and permanent supportive housing. Finally, as mentioned earlier, several
comments supported adding buffers around residential dwellings to minimize impacts on
neighborhoods and youth.

3. Concerns on By-Right/Ministerial Approval Process

About 75 or 21 percent of comments included feedback related to zoning and land-use
issues outside of distance buffers and sensitive locations that require a buffer. Of these
comments, one of the most frequently raised issues particularly among community
organizations that submitted comment letters on behalf of their members expressed
opposition to the proposed by-right/ministerial land use approval process, raising
concerns about the lack of discretion and limited opportunities for public input in approving
cannabis businesses. Some were concerned that the streamlined ministerial process
could result in inadequate oversight and insufficient safeguards for communities.

Some commenters advocated for requiring a Conditional Use Permits (CUP) instead of
ministerial approval. They argued that a CUP would allow for site-specific reviews, public
notices, and public hearings—providing stronger safeguards to protect neighborhood
character, ensure compatibility, and establish enforceable conditions. Supporters of CUPs
emphasized the importance of public input in the business location approval process and
suggested creating a mechanism for communities to “opt out” of hosting cannabis
businesses.

Others recommended regulating cannabis businesses like liquor stores and bars, which
require CUPs. Additionally, one commenter questioned whether the “good neighbor
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policy” and “corporate social responsibility” requirements would be as enforceable or
effective at ensuring compliance and accountability compared to CUPs.

4. Organized Community Opposition

OCM received a disproportionate number of comments from just four communities in the
2nd and 5th Supervisorial District. Individuals and organizations from communities in
Ladera Heights, ElI Camino Village, Newhall, and Stevenson Ranch made up
approximately half of all comments received during the Public Comment Period. Some
community groups created templates to outline their concerns, which were widely
circulated within their networks and submitted by multiple individuals, resulting in a
significant number of identical comments. Many of the concerns expressed by these
communities are reflected in the key themes of this report, while others are unique and
summarized below.

Ladera Heights

Many community members submitted comments in support of recommendations
submitted by the Ladera Heights Civic Association. While generally opposed to retail
cannabis storefronts commenters were open to allowing only non-storefront options like
delivery services. Other recommendations include increasing buffers to 1,000 feet from
youth-oriented and sensitive uses; expanding the definition of Youth-Oriented Use;
requiring cannabis applicants to engage with civic associations, community groups, and
residents or businesses within 1,000 feet of retail establishments to ensure meaningful
stakeholder input; and broadening the definition of "owner" to enhance oversight and
transparency. Additionally, residents recommended significant fines for special events
involving cannabis in violation of the County Code.

El Camino Village

El Camino Village residents strongly opposed cannabis businesses citing risks to public
safety, enforcement challenges, and harm to the community's family-oriented character.
Concerns include increased crime, proximity to schools, a daycare, a park, and a drug
rehabilitation facility, as well as potential youth exposure to cannabis and secondhand
smoke. Residents also worry about impaired driving, increased traffic, and the County’s
limited enforcement capacity, citing past failures to address illegal food vending.
Additionally, a Torrance Councilman commented that Torrance, is considering annexing
the EI Camino Village area and opposed any cannabis businesses in El Camino Village
to align with Torrance’s existing cannabis prohibition if annexation occurs.

Newhall Church of the Nazarene

Avast number of members of the Newhall Church of the Nazarene and neighboring Santa
Clarita opposed allowing cannabis-related activities near the church, citing its role as a
youth-oriented use under the proposed ordinance. In total, over 100 comments were
attributable to individuals affiliated with this church. Commenters emphasized the
church’s unique role which serves as the home gym, public park, and recreational facility

4
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for Trinity Classical Academy, a TK-12 private school which lacks an on-campus gym.
Stakeholders argue that the 600-foot buffer for cannabis businesses is inadequate, and
they advocate for extending the buffer to at least 1,000 feet to better protect youth. They
also emphasized that all spaces functioning as educational or recreational facilities should
be treated similarly to schools and parks.

Stevenson Ranch

Stevenson Ranch residents strongly oppose allowing cannabis businesses in their
community, citing its family-oriented nature, proximity and concentration of schools, and
attractions geared toward children, such as Chuck E. Cheese, Six Flags Magic Mountain,
and other businesses that residents argue attract many youths in the area. The Stevenson
Ranch Community Association also referenced research and studies connecting
cannabis stores to increases in property crime, armed robberies due to cash handling,
higher rates of violent crime, and impaired driving and traffic incidents. They advocate for
a minimum 1,000-foot buffer between cannabis retail locations and residential homes,
schools, childcare facilities, parks, and businesses that cater to children. Numerous
comments expressed their readiness to take legal action to protect their community.

5. Youth Impact

Another major theme in many comments was the impact of cannabis businesses on youth
and the need to prioritize youth protections. Community members and organizations
expressed strong concerns about how these businesses would affect young people in
their communities. Concerns about impact on youth often supported recommendations
like expanding buffers around sensitive locations and broadening the definition of Youth-
Oriented Use. Other issues include:

Accessibility and Youth Consumption

Concerns were raised that the presence of cannabis businesses could normalize
cannabis use leading to a decline in its perceived harms. Some believed increased
accessibility would lead to increased use and minors would be able to access cannabis
products with fake IDs. Some recommended strict age verification procedures to counter
the use of fake IDs.

Advertising and Visibility

Concerns were also raised about the visibility of cannabis businesses through signage
and advertising near spaces frequented by youth. Stakeholders recommended imposing
strict advertising regulations, like those for tobacco and alcohol, to limit youth exposure
and mitigate potential influences.

Family-Friendly Community

Protecting the character and values of communities was another common theme. Many
commenters emphasized that locating cannabis businesses near their communities that
are traditionally safe, and family friendly does not align with their community values.
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6. Public Health & Safety

The public health and safety implications of cannabis businesses were also a prominent
theme in stakeholder feedback. Concerns were centered around negative health impacts
of cannabis and public safety risks like increased crime that could result from nearby
cannabis businesses.

Public safety risks, including crime and impaired driving, were also mentioned, along with
calls for stronger enforcement and equitable resource allocation.

Public Health

Stakeholders expressed concerns about the health impacts of high-potency cannabis
products. They urged the County to integrate research, monitoring, and data collection
into the licensing process to better understand and mitigate public health risks. This
approach could support evidence-based policymaking and promote safer communities.

Calls were made for stronger harm reduction measures, including requiring the posting
of harm reduction information at cannabis businesses. Stakeholders highlighted concerns
about secondhand smoke exposure, particularly in multi-unit housing where smoking
bans are poorly enforced. They emphasized the need for laws protecting residents from
secondhand smoke inhalation and other adverse health impacts.

Enforcement and Public Safety

Numerous stakeholders raised concerns related to gaps in law and code enforcement
and advocated for increased investment to address safety risks associated with cannabis
businesses. Some expressed skepticism that cannabis-related violations will be
meaningfully addressed.

e Law Enforcement Resources: The Westridge Community and other groups
called for dedicated funding for local law enforcement to manage increased
demands tied to cannabis operations. Concerns included understaffing, disbanded
drug prevention teams, and slow emergency response times in areas like
Stevenson Ranch, Westridge, and Newhall Ranch.

e Crime and Safety Risks: Several commenters referenced studies linking
cannabis dispensaries to higher property and violent crime rates. Comments
highlighted the cash-based operations of cannabis retailers as a significant public
safety risk which could increase robberies. Commenters emphasized limited law
enforcement resources and long response times, making some unincorporated
areas more vulnerable to criminal activity.

e Lack of Enforcement: Stakeholders argued that communities like Acton are
already burdened by an overconcentration of industrial uses, which they claim are
poorly regulated by County authorities despite frequent violations of development
standards.
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7. General Zoning and Land-Use

Zoning and land use considerations for cannabis businesses were also significant focus
of stakeholder feedback. While many comments addressed broader topics like buffers
from sensitive uses or permissible zones for cannabis businesses—covered in other
sections of this report—this section highlights more nuanced zoning and land use issues
such as concerns about the equitable distribution of industrial operations, specific plan
exemptions, and aligning with existing plans and policies.

Distribution of Industrial Cannabis Business Types

Stakeholders in Acton argued that the proposed ordinance will lead to an inequitable
distribution of industrial cannabis operations in a limited number of predominantly
disadvantaged communities in Supervisorial Districts 2 and 5. While the ordinance limits
the number of retail and delivery businesses per district, it places no cap on industrial
cannabis operations, which could lead to an overconcentration in certain districts and
communities. Stakeholders attribute this concern to the extensive amount of industrially
zoned land in Acton, a small rural community, compared to other large swaths of
unincorporated areas in Supervisorial District 3.

Specific Plans and Community Standards District Exemptions

Several commenters requested that certain communities be exempt from allowing
storefront cannabis businesses, citing existing prohibitions on smoke shops and similar
establishments in other Specific Plan areas. For instance, the Ladera Heights Community
Association advocated for limiting cannabis operations to delivery-only businesses in
alignment with proposed restrictions in the West Carson Specific Plan.’ Concerns were
also raised about potential disruptions to approved Specific Plans, such as a housing
development in the Newhall Ranch Specific Plan, which has already undergone extensive
environmental review and withstood legal challenges. A housing developer in the Newhall
area argued that the housing development serves as a foundation for long-term housing
and economic growth and cannabis businesses could disrupt the intended community
character and development goals.

General Plan Compliance

Two comments assert that the draft cannabis zoning ordinance is inconsistent with the
County General Plan because it fails to include buffers to protect residential areas from
industrial cannabis operations, such as cultivation, manufacturing, and distribution.

" Specific Plans that currently prohibit businesses such as tobacco shops, vape shops, cigar bars, or hookah
lounges will also prohibit cannabis storefront retail businesses under the proposed zoning amendments.
These Specific Plans include East LA 3™ Street, West Carson, and Connect Southwest.
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Specifically, they refer to N 1.112 of the Noise Element and ED 2.23 of the Economic
Development Element of the General Plan.

To address these issues, the commenters recommend revising the ordinance to establish
a 600-foot buffer between residential properties and all industrial cannabis operations.
They also recommend additional development standards like requiring industrial
cannabis facilities to be enclosed by a wall and attractively screened.

Misalignment with the South Bay Area Plan and Westside Area Plan

Concerns were raised about potential conflicts between the draft cannabis zoning
ordinance and regional plans, such as the South Bay Area Plan and Westside Area Plan,
which are currently being amended by the Planning Department. Stakeholders noted that
some commercial zones are being rezoned to mixed-use, and because cannabis
businesses could be permitted in commercial-only mixed-use zones, this may create a
conflict by designating areas planned for housing development as eligible for cannabis
retail businesses. This conflict could undermine efforts to meet regional housing goals.

lll. OTHER THEMES

Stakeholders also provided feedback on a variety of other topics that, while less
frequently raised, remain significant considerations for shaping the County’s cannabis
policy. While some of these topics were not intended to be commented on during the
public comment period such as the Social Equity program and tax revenue these
comments were still included as part of this summary as integral components of the
cannabis licensing program.

These other themes include:
1. Social Equity Program:

e One comment recommended Social Equity eligibility criteria should be
published and undergo public review before going into effect.

e A large cannabis operator with over 40 operations across California,
suggested that social equity licenses be merit-based, as the complexity of
the industry warrants prioritizing the most qualified and experienced
applicants.

e A recommendation was made to create a rehabilitation pathway for
individuals with prohibited convictions, particularly for minor, nonviolent
offenses such as perjury.

2 Policy N 1.11: Maximize buffer distances and design and orient sensitive receptor structures (hospitals,
residential, etc.) to prevent noise and vibration transfer from commercial/light industrial uses.

3 Policy ED 2.2: Utilize adequate buffering and other land use practices to facilitate the compatibility between
industrial and non-industrial uses.
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2. Economic Impacts:

Allocate a portion of cannabis tax revenue to support youth and community
programs in areas affected by cannabis access.

Consider allocating 20 percent of cannabis tax revenue to a local social
equity fund. This would reduce reliance on state grants and provide
sustainable funding for equity programs.

One comment supported the Community Reinvestment* Plan and
advocates for allocating a portion of the projected cannabis tax revenue to
a fund benefiting unincorporated communities hosting cannabis
businesses.

Concerns were raised that uncontrolled cannabis business growth could
deter investment and reduce economic diversity in disadvantaged areas.
Others also worried that allowing cannabis businesses would reduce
property values in their community.

Suspend all County-imposed taxes on cannabis or cannabis products sold
to patients with a valid doctor’'s recommendation.

Several comments cited concerns about adverse impacts to property
valuations that could arise by locating cannabis businesses nearby.

3. Environmental Impacts:

One comment recommended that businesses should commit to cleaning
surrounding areas to address waste from disposable plastics and
pollutants.

Traffic concerns and increased congestion in already heavily trafficked
areas resulting from these new businesses.

Others expressed concerns regarding waste management that could result
from improper disposal of cannabis waste and the worsening of illegal
dumping issues in the Antelope Valley. A commenter proposed a regulation
requiring operators to use licensed third parties to render cannabis waste
unusable and unrecognizable.

4. Corporate Social Responsibility:

One comment expressed a lack of clarity with the “Labor/Employee
Relations” category for Corporate Social Responsibility (CSR)
commitments, calling for a list of options for each CSR category so that
applicants understand the requirements before committing to a CSR.

42024-08-19 Final Report on Developing a Community Reinvestment Spending Plan w Cannabis Tax


https://file.lacounty.gov/SDSInter/bos/bc/1165881_2024-08-19FinalReportonDevelopingaCommunityReinvestmentSpendingPlanwCannanbisTax_rc.pdf
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Allow the establishment of a compassion program for medical cannabis
patients to qualify as a CSR and satisfy this requirement.

5. Employment Requirements:

A comment noted the that the County’s criteria for “transitional worker”
differs from the State’s definition and recommended the County revise this
definition to align with the State.

The definition of a “local worker” based on proximity of a primary residence
to a cannabis business and zip codes with higher poverty or unemployment
rates is unclear and may lead to inconsistent interpretations. The County
should provide clear guidance on qualifying zip codes and distance
requirements from a cannabis business to qualify as a local worker.

The County should require that all employees of cannabis businesses be at
least 21 years old, with age documentation verified at the time of
employment.

Broaden the definition of Local and Targeted workers to include medical
cannabis patients to ensure cannabis businesses have employees with
direct experience to guide other patients.

Establish incentives for “High Road Employers” by offering tax credits to
cannabis businesses who go above basic employer requirements.

6. Good Neighbor Policy:

Notify stakeholders including businesses, residents, and civic groups early
in the application process to allow additional time for feedback, discussion,
and ample time to address concerns.

Expand the required community meeting notice period to 30 days to allow
businesses and residents more time to ask questions, voice concerns, and
have more meaningful discussions while allowing applicants more time to
adjust, if needed, based on community feedback.

Notify businesses and residents within a 1,000-foot radius to ensure that
those most likely to be directly impacted by a dispensary are informed.

Establish a registration system to allow community and civic associations
to register with OCM and receive notices about proposed dispensaries in or
near the areas they serve. Engaging these organizations can support
outreach by leveraging established community structures to enhance
communication and engagement.

10
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7. Miscellaneous:

The “administrative ordinance” must be made available for public review to
ensure comprehensive community input.

The proposed operating hours are too restrictive compared to what is
allowed for alcohol sales.

Expand the definition of ownership to include indirect owners, affiliated
entities, governance influencers, and individuals with branding or licensing
ties who exert financial or operational control.

Include cannabis consumption lounges in the licensing framework to
provide safe, clean spaces for individuals unable to medicate at home due
to housing restrictions or personal circumstances.

11
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THIRTEENTH QUARTERLY REPORT REGARDING IMPLEMENTATION
OF AN EQUITABLE COMMERCIAL CANNABIS REGULATORY
FRAMEWORK (ITEM NO. 6, AGENDA OF FEBRUARY 15, 2022) AND
OTHER ACTIVITIES RELATED TO THE LEGALIZATION OF CANNABIS
(ITEMS NO. 3 AND NO. 9, AGENDA OF FEBRUARY 7, 2017; ITEM NO. 20,
AGENDA OF MAY 21, 2019)

On February 15, 2022, your Board directed the Department of Consumer and
Business Affairs (DCBA) and its Office of Cannabis Management (OCM), in
consultation with relevant County departments, to proceed with the
development of a commercial cannabis regulatory framework and an equity
program outlined in the Updated Framework and Recommendations for
Regulating Commercial Cannabis in Unincorporated Los Angeles County
report (December 2021)." Your Board further directed OCM to provide
quarterly written status updates in collaboration with relevant County
departments.

In accordance with your Board’s directive, OCM has filed quarterly reports
since May 16, 2022.2 These reports also incorporate updates previously
directed under Cannabis Legalization (Items No. 3 and No. 9, Agenda of
February 7, 2017) and the Implementation of the Unlicensed Cannabis

' Office of Cannabis Management Report, Updated Framework and Recommendations for Regulating Commercial
Cannabis, December 20, 2021: http://file.lacounty.gov/SDSInter/bos/supdocs/166359.pdf

2 Office of Cannabis Management Quarterly Reports (May 16, 2022, August 15, 2022, November 18, 2022,
February 17, 2023, May 15, 2023, August 14, 2023, November 15, 2023, February 15, 2024, May 15, 2024, August
14, 2024, November 18, 2024, and February 25, 2025): https://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf

dcba.lacounty.gov 320 W. Temple St., Room G-10, Los Angeles CA, 90012-2706
dcba@dcba.lacounty.gov (213) 974-1452 * (800) 593-8222 * Fax: (213) 687-1137
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Business Closure Plan (Item No. 20, Agenda of May 21, 2019)3, thereby consolidating all
relevant information into a single comprehensive report to your Board.

This report provides the most recent quarterly update on the following program areas:

o Development of the Social Equity Program;

e Progress on ordinance development, including recent updates based on public
feedback, and the build-out of the business license application software;

e Public education and outreach efforts; and

o Enforcement efforts targeting unlicensed cannabis businesses.

SOCIAL EQUITY PROGRAM

OCM is working closely with the Department of Economic Opportunity (DEO) to finalize
the scope of work for the Social Equity Program’s service delivery model and to identify
additional resources to support successful implementation. The service delivery model is
intended to align with DEO’s Economic Mobility Initiative but also tailored to the unique
needs of equity operators. Given the unique challenges equity operators face, it is
essential to engage contractors and service providers with specialized expertise and a
deep understanding of the cannabis industry to deliver tailored technical assistance and
support that will also complement trainings on regulatory requirements and expectations.
Access to capital remains a significant barrier for selected equity operators, but OCM and
DEO continue to actively explore potential strategies to address this gap.

REGULATORY FRAMEWORK

Ordinance Development

In the previous update, OCM provided your Board with a summary of key themes
identified from public feedback submitted during the 45-day Public Comment Period*,
which was held from October through November 2024. After a thorough review of
comments received, OCM worked with the Planning Department and County Counsel to
evaluate potential revisions to the draft zoning and administrative ordinances to address
the most commonly raised concerns. As a result of deliberations with these departments
and your Board offices, several updates have been incorporated into the draft ordinances,
which are described below. These include the addition of new uses subject to distance
buffer requirements and the introduction of additional safeguards to prevent the
overconcentration of both retail and non-retail cannabis businesses within a single
community.

3 Consolidated Cannabis Legalization and Implementation of Unlicensed Business Closure Plan Reports:
http://file.lacounty.gov/SDSInter/bos/supdocs/111534.pdf

4 The twelfth quarterly report dated February 25, 2025, identified key themes from public feedback, including concerns with buffer
distances, the definition of youth-oriented use, the by-right/ministerial approval process, as well as general concerns with public
health and safety. https://file.lacounty.gov/SDSInter/bos/supdocs/166488.pdf
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New Uses Subject to Distance Buffer

In response to public comments calling for expanded protections for youth and other
vulnerable groups, the draft ordinance was revised to include additional locations subject
to the 600-foot distance buffer from County-licensed cannabis businesses. Specifically,
County-licensed game arcades® (e.g., Chuck E. Cheese) and State-licensed alcoholism
and drug abuse recovery or treatment facilities have been added to the list of uses
requiring separation from cannabis businesses.

OCM previously outlined its approach of utilizing publicly accessible, government-
maintained databases to identify and verify Youth-Oriented Uses. This approach is
intended to minimize implementation challenges by: (1) reducing subjectivity and the
appearance of arbitrary decision-making; (2) avoiding overly broad or vague definitions
that may be difficult to enforce; and (3) ensuring consistent application of buffer
requirements. The inclusion of game arcades licensed by the County’s Treasurer and Tax
Collector, and recovery or treatment facilities licensed by the California Department of
Health Care Services is consistent with this framework.

Overconcentration Safeguards

To address community concerns regarding the clustering or overconcentration of
cannabis businesses—particularly in areas with extensive commercial or manufacturing
zones—the draft ordinances include new geographic limitations. These provisions are
intended to complement existing license caps of no more than five storefront retail and
five non-storefront retail (delivery) licenses per Supervisorial District.

Under the revised framework, no more than 75 percent (or three licenses) of each retail
license type may be issued within a single Planning Area.® This cap is intended to
promote a more even distribution of businesses across each Supervisorial District. To
accommodate Planning Areas that span more than one Supervisorial District, license
limits will reset within each District segment. For example, the Metro Planning Area, which
encompasses portions of both Supervisorial Districts 1 and 2, could allow up to six
storefront retail licenses, provided that no more than three are located within each
respective Supervisorial District.

Similarly, to mitigate potential overconcentration of non-retail cannabis-businesses—
such as cultivation, manufacturing, and distribution—the revised draft ordinance builds
upon the existing Countywide cap of 10 licenses per business type. A new limitation would
prohibit any single Planning Area from containing more than 50 percent (or five licenses)
of each non-retail business type.

5 "Game arcade" means any place open to the public where five or more coin-operated games of skill are kept or maintained, and
persons are permitted to use such games. Every person managing or conducting a game arcade must obtain a license pursuant to
Chapter 7.90 of the Los Angeles County Code.

8 Planning Areas divide the County into eleven unique areas for planning purposes and provide a more localized approach to
development.
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Collectively, these overconcentration safeguards aim to balance community health and
safety, administrative feasibility, and the economic viability of licensed businesses, while
responding to public concerns raised during the comment period.

To establish transparency and clarity, OCM launched an updated communication plan.
This includes updates to the OCM website with revised program materials—such as fact
sheets, the draft zoning ordinance, and business operating requirements—as well as the
development of a new Frequently Asked Questions (FAQ) document outlining key policy
updates. OCM expects to finalize these updates and notify stakeholders in May through
an e-mail to all subscribers. In addition, OCM is actively collaborating with County
partners to update the interactive cannabis zoning map to reflect the most current zoning
and siting requirements.

Programmatic Environmental Impact Report

In previous updates, OCM informed your Board of progress on the development of the
Initial Study (IS)” and Notice of Preparation (NOP)?2 for the Programmatic Environmental
Impact Report (PEIR). Since the last report, OCM filed the IS and NOP with the State
Clearinghouse Unit® of the Governor’'s Office of Land Use and Climate Innovation on
March 5, 2025. This action formally initiated a 30-day public review and scoping period,
which concluded on April 4, 2025. The purpose of this period was to solicit feedback on
the scope and content of the PEIR. As part of this process, OCM hosted a Public Scoping
Meeting on March 19, 2025, to provide an overview of the California Environmental
Quality Act (CEQA) review process and receive comments to inform the PEIR.

To raise awareness and encourage participation, OCM employed a multi-channel
outreach strategy. This included the development of digital and print media materials, a
targeted e-mail campaign using stakeholder lists provided by the Regional Planning, and
social media advertising. OCM also published the IS and NOP on its website'® and
coordinated with the County Library to make copies available at eight library branches
throughout the County. An additional copy was made available at DCBA’s South Whittier
Community Resource Center.

During the 30-day scoping period, OCM received approximately 300 written comments
from community members, advocacy organizations, and local agencies. Verbal
comments were also provided by several of the approximately 90 participants at the public
scoping meeting. All written and verbal input during the scoping period will be
documented and included as an appendix in the draft PEIR.

7 As previously reported, the Initial Study serves as a preliminary analysis to identify potential environmental impacts that will guide
the developent of the Environmental Impact Report.

8 CEQA document to formally notify the public, as well as Responsible Agencies of a Lead Agency's intent to prepare an EIR.

% Los Angele County Commercial Cannabis Business Licensing Program

© Commercial Cannabis Business Program Documents — Consumer & Business
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AB 52 Tribal Consultations

Assembly Bill 52 (AB 52) requires lead agencies to consult with California Native
American tribes that are traditionally and culturally affiliated with a project area as part of
the CEQA process. To initiate this process, OCM requested a list of contacts from the
California Native American Heritage Commission (NAHC), which identified 45 tribes for
potential consultation. OCM sent certified letters to each of these contacts providing a
summary of the proposed project, location details, contact information, and an invitation
to engage in formal consultation. OCM followed up the letters with e-mails and phone
calls to all listed contacts who did not respond to ensure adequate notification efforts and
provide additional opportunities for engagement.

Under AB 52, tribes have approximately 30 days from receipt of the notification to request
a consultation to discuss the potential impacts of the proposed program on tribal cultural
resources. OCM remains committed to honoring this process and to fostering meaningful
engagement with tribal representatives.

OCM will continue working closely with its environmental consultant to advance the next
phase of the project—the preparation of the Draft PEIR. The draft report will be developed
in sections over the coming months, with completion anticipated in Fall 2025. OCM will
continue to keep your Board informed as this effort progresses.

Software Business Solution

On April 2, 2025, the Los Angeles County Electronic Permitting and Inspections (EPIC-
LA) Steering Committee approved OCM'’s project proposal to integrate the County’s
EPIC-LA permitting platform with the commercial cannabis licensing system. This
integration is intended to improve coordination among permitting departments using
EPIC-LA and streamline the overall licensing process by enabling the exchange of key
data points. While the two-way system integration is technically feasible, the project
remains in its early stages and has highlighted knowledge gaps related to technical
specifications, data standards, and system compatibility. OCM will continue to assess the
feasibility of enabling two-way data exchange and will provide updates as this work
advances.

OCM also received approval from the County’'s eCommerce Readiness
Group/Governance (ERG) to utilize Stripe Inc. as an online payment processor. This
approval will allow applicants to submit licensing fees electronically via credit card or
direct bank transfer. Given the industry’s continued reliance on cash transactions, OCM
is also working with the Treasurer and Tax Collector to establish secure procedures for
accepting cash payments from applicants and licensees.
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In parallel, OCM initiated the integration of Geographic Information System (GIS)
mapping features into the cannabis licensing system. This functionality will assist
applicants in identifying commercially eligible parcels based on zoning regulations and
will help streamline the preliminary site review process prior to formal referral to the
Planning Department.

PUBLIC EDUCATION AND OUTREACH

As part of the County’s ongoing commitment to advance its social equity program and
reduce the risk of predatory practices in the cannabis industry, OCM is partnering with
Public Counsel, a non-profit public interest law firm, to launch a legal business education
workshop series tailored for Social Equity entrepreneurs. The workshops will provide
foundational knowledge on key topics such as commercial leasing, contract literacy,
intellectual property protection, and business entity structuring. These workshops are
scheduled to begin in August 2025 and will take place prior to the program launch to help
ensure prospective Equity Applicants are well-informed and better equipped to avoid
common pitfalls in cannabis entrepreneurship.

Promotion of the workshops will begin in May 2025, with core messaging emphasizing
the importance of legal literacy before entering agreements or signing contracts.
Outreach efforts will leverage both digital platforms—including social media, e-mail
newsletters, and event registration pages—and community-based channels such as
printed flyers, outreach events, and partnerships with grassroots organizations.

Upcoming key milestones include finalizing workshop content and materials, securing
venues, initiating marketing outreach, and opening workshop registration by early
Summer.

UNLICENSED CANNABIS BUSINESS ENFORCEMENT

Enforcement Coordination

In March, OCM participated in a multi-agency meeting alongside representatives from the
District Attorney’s Office (DA), Department of Cannabis Control (DCC), County Counsel,
Los Angeles County Sheriff's Department (LASD) Narcotics Unit, and the Crime Lab
Division to discuss ongoing enforcement coordination. The discussion focused on
addressing existing gaps in enforcement strategies, highlighting barriers and unintended
consequences, and identifying opportunities to enhance cross-agency coordination. A
key takeaway was the shared commitment to leverage the strengths of each participating
agency. Budgetary constraints and resource limitations were also discussed, with
participants underscoring the importance of identifying alternative funding sources and
optimizing current resources. The group agreed on the value of involving additional state
and regulatory partners—such as the California Department of Tax and Fee
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Administration (CDTFA), State Water Resources Control Board, CalEPA, and others—to
develop a more comprehensive and coordinated enforcement strategy. To sustain
progress, recurring meetings will be held to deepen collaboration and track ongoing
efforts.

To further strengthen enforcement-related activities, OCM is also looking to bring on a
retiree hire with specialized expertise in cannabis regulation, enforcement strategy, and
County operations. This individual brings established relationships across County and
State regulatory bodies and will play a key role in strengthening enforcement strategies
and coordination across agencies to address unlicensed cannabis activities. The retiree
hire will also assist OCM with the ramp-up of the early compliance framework and policy
recommendations related to County's future commercial cannabis program.

Looking ahead, OCM will continue to assist with updating a comprehensive framework to
guide coordination and resource strategies. The process for onboarding the retiree hire
is in progress, and engagement with key stakeholders will remain a priority to ensure an
integrated and effective approach to cannabis enforcement.

FUTURE REPORTS

OCM will continue to provide quarterly updates to your Board on the progress of these
efforts, with the next report scheduled to be submitted in August 2025.

Should you have any questions concerning these matters, please contact me or Laura
Magallanes, Deputy Director of Office of Cannabis Management, at
Imagallanes@dcba.lacounty.gov.

RC:EV:LM:FGN
SMB:AS:KB:ph

C: Executive Office, Board of Supervisors
Chief Executive Office
County Counsel
District Attorney
Sheriff
Agricultural Commissioner/ Weights & Measures
Economic Opportunity
Fire
Public Health
Public Works
Planning
Treasurer and Tax Collector
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