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City Council Meeting Date: September 20, 2022
TO: Honorable Mayor and City Council Members

FROM: Dean Albro, City Manager
d_albro@ci.lompoc.ca.us

Jeff Malawy, City Attorney
Jmalawy@awattorneys.com

SUBJECT: Discussion of Moratorium on Issuance of Commercial Cannabis Use
Licenses; Consider Adoption of Urgency Ordinance No. 1699(22)
Suspending the Issuance of Commercial Cannabis Use Licenses;
Consideration of Forming Ad Hoc City Council Committee to Assess and
Recommend Revisions to City’s Cannabis Regulations and Enforcement

Recommendation:

Staff recommends the City Council:

1) Discuss a potential moratorium on issuance of commercial cannabis licenses;
and

2) If desired, consider whether to adopt Urgency Ordinance No. 1699(22)
(Attachment 1) placing a moratorium on the issuance of commercial cannabis
use licenses and provide direction as to the desired length of the moratorium
and any other desired changes to the draft ordinance [adoption of the Urgency
Ordinance requires a four-fifths (4/5) vote]; and

3) Consider whether to form a City Council ad hoc committee to assess and
recommend revisions to the City’s cannabis regulations and enforcement, or
for other similar purposes, and, if a committee is desired, appoint two Council
Members to serve on the committee.

Background:

The City regulates cannabis businesses through Chapter 9.36 (Cannabis Uses) of the
municipal code and through Title 17 of the municipal code, which designates the zones
in which cannabis uses are allowed. In order to operate a cannabis business in the City
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of Lompoc, the business must obtain a commercial cannabis use license (CCU License),
which is issued by the City Manager.

The first CCU License was issued on July 13, 2018. There are now a total of 46 CCU
Licenses issued by the City.

On August 16, 2022, the City Council discussed a potential moratorium on the issuance
of CCU Licenses and directed staff to (i) bring back additional information regarding how
a moratorium on the issuance of CCU Licenses would impact businesses that currently
have pending CCU License applications; and (ii) prepare a draft moratorium ordinance
for consideration by the City Council. The City Council also wanted to discuss the
possible formation of a City Council ad hoc committee to assess and recommend
revisions to City’s cannabis regulations and enforcement.

Discussion

Pending CCU License Applications

As of September 14, 2022, 67applications for CCU Licenses have been submitted and
19 are under review by the City. A chart showing all active and pending licenses is

attached to this staff report as Attachment 2. The breakdown of pending applications by
license type is as follows:

Type of License Pending Applications

Retail/Dispensary 5

Manufacturing

Distribution

Cultivation

Processing

N W o | W

Microbusiness

It is fairly common for a single applicant to apply for multiple licenses for a single property.
The following shows a breakdown of the number of pending license applications, number
of applicants, and number of properties to which the licenses would apply:

Pending Applications Number of Applicants/Properties
19 14

Potential Effects of Moratorium on Pending Applicants

The impact on pending license applicants of a moratorium on the issuance of CCU
Licenses cannot be known with certainty and would depend on the length of time the
moratorium is in place. However, based on information obtained from CCU License
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holders and pending CCU applicants, many or most applicants lease or purchase a
location while their application is pending, including, if a lease, paying a security deposit
and monthly rent for an empty space until their application is decided. Applicants invest
tens of thousands to millions of dollars in improvements to proposed buildings for their
operation, before their CCU License is approved. Applicants also pay architects to plan
their spaces while application is pending, and many pay attorneys to assist in the
application process. Finally, applicants pay CCU application fees and Building and
Planning fees to the City, totaling in the tens of thousands of dollars.

Details of Moratorium

If the City Council wishes to enact a moratorium on the issuance of CCU Licenses, the
City Council will need to direct staff regarding the following:

(1)  The end date of the moratorium;

(2)  Whether the moratorium will apply to all CCU License types and applicants,
or some subset of license types or applicants.

(3)  Any other details that the City Council wishes to include in the moratorium.

Adoption of the Urgency Ordinance would require a four-fifths (4/5) vote. If adopted, the
Urgency Ordinance would become effective immediately.

What Will Happen to Pending Applications If a Moratorium is Adopted

If a moratorium is adopted, then the City would continue to accept new CCU License
applications and process pending CCU License applications but would not issue CCU
Licenses to the extent required by the moratorium. Land use permits and business tax
certificates would still be issued for cannabis businesses, but they cannot operate without
a CCU License.

As for application fees, each applicant could choose whether to (i) keep its deposit on file
and have the City continue processing the application while the moratorium is in place so
it can be approved or denied once the moratorium expires, or (ii) withdraw its application
and receive any unused deposit or unused fees back from the City.

City Council Ad Hoc Committee

If the City Council wishes to create an ad hoc committee to assess and recommend
revisions to the City’s cannabis regulations and enforcement, or for other similar
purposes, it may do so and appoint two Council Members to the committee. A
subcommittee may be formed even if a moratorium is not adopted.
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Environmental Determination:

The adoption of the proposed urgency ordinance is not subject to environmental review
under the California Environmental Quality Act (CEQA) because it can be seen with
certainty that the adoption of this ordinance does not have the potential for causing a
significant effect on the environment. (CEQA Guidelines Section 15061(b)(3).)

Fiscal Impact:

The fiscal impact to the City cannot be reasonably estimated. At a minimum, CCU
application fees and Building and Planning fees to the City for cannabis locations would
decrease to zero for the duration of the moratorium. However, there is no means by
which we can know how many additional applications would have been received if there
were not a moratorium. In addition, a moratorium would decrease the number of new
cannabis businesses able to collect cannabis tax. This decrease would likely equate to
a loss of cannabis tax revenues. However, the decrease of quantity of new cannabis
businesses would not necessarily equate to a proportionate loss of total tax revenue to
the City due to the availability of other cannabis businesses open and available to provide
product to the consumer and collect at least a portion of the otherwise lost sales tax
revenue.

Conclusion:

Adopting a moratorium would suspend the issuance of CCU Licenses for the period of
time determined by the City Council. Creating a City Council ad hoc committee would
allow the City Council to further assess potential changes to the City’s cannabis
regulations and the enforcement of those regulations.

Respectfully submitted,

Dean Albro, City Manager

Jeff Malawy, City Attorney

Attachments: 1) Urgency Ordinance 1699(22)
2) Spreadsheet showing existing and pending CCU Licenses
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