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August 27, 2018

Lori Ajax, Chief
Bureau of Cannabis Control
2920 Kilgore Road
Rancho Cordova, CA 95670
E-mail: BCC.comments@dca.ca.gov

RE: Bureau of Cannabis Control Regulations - Sections 5001, 5002, 5014, 5048, 5403 and 
5416

Dear Chief Ajax,

Pursuant to a resolution adopted by the Los Angeles City Council and approved by 
Mayor Eric Garcetti, the City of Los Angeles (City) officially opposes all proposed regulations by 
the Bureau of Cannabis Control (BCC) that would preempt, interfere, or otherwise complicate 
local regulation of commercial cannabis activity. The resolution also authorized the Los Angeles 
Department of Cannabis Regulation (DCR) to submit written comments to BCC consistent with 
the City’s official position. To that end, I am writing to comment on several of the proposed 
regulations BCC released last month. As the Executive Director and General Manager of DCR,
I know first-hand the work required to develop and implement an effective regulatory system 
from scratch in a short period of time. As such, I truly appreciate all the effort you and your staff 
have devoted to preparing the proposed regulations. As a whole, the regulations demonstrate a 
strong commitment to ensuring the development of a state regulatory framework that is fair and 
sensible.

Although I support the vast majority of the proposed regulations, on behalf of DCR and 
the City of Los Angeles (City), I oppose, as strongly as possible, proposed Section 5416(d), 
which would authorize a retail delivery employee to deliver to any local jurisdiction in California 
without a local license from the local jurisdiction in which it is operating, and proposed Sections 
5001 (c)(11) and 5002(c)(28), which would reduce the period to verify if an applicant has 
obtained necessary local approvals from 60 to 10 days. I

I also suggest several amendments to the proposed regulations to enhance local control 
over commercial cannabis activity. Regarding Sections 5002 and 5014, I suggest adopting a 
fee waiver or reduction and priority processing for applicants who qualify for a social equity 
program in their local jurisdiction. Regarding Section 5048, I suggest adding a provision to give 
a local jurisdiction access to the track and trace system data for the cannabis businesses it
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licenses. Lastly, regarding Section 5403, I suggest allowing a local jurisdiction to set the hours 
of operations for cannabis businesses it licenses.

1. OPPOSITION TO SECTION 5416(D)

As explained below, the City’s opposition to the proposed delivery regulation in Section 
5416(d) is based on the fact that (1) BCC lacks the authority to authorize a retail delivery 
employee to deliver to any local jurisdiction in California without a local license from the local 
jurisdiction in which it is operating and (2) the proposal would greatly undermine Los Angeles’ 
commercial cannabis regulatory system.

BCC lacks the authority to implement Section 5416(d) because state law 
guarantees local control over commercial cannabis activity

One of the key features of Proposition 64 was the right of a local jurisdiction to decide 
what type of commercial cannabis activity, if any, would be permitted within its boundaries.1 
Consistent with this intent, Business and Professions Code Section 26200(a)(1) provides that 
state law "shall not be interpreted to supersede or limit the authority of a local jurisdiction to 
adopt and enforce local ordinances to regulate businesses licensed under this division, 
including, but not limited to [...] business license requirements [and] to completely prohibit the 
establishment or operation of one or more types of businesses licensed under this division 
within the local jurisdiction.” This provision establishes without ambiguity a local jurisdiction’s 
right, free from any interference from a state agency, to regulate or completely ban any type of 
cannabis business operating within its boundaries.

Based on the foregoing, BCC has no authority to make a regulation that restricts local 
control over commercial cannabis activity conducted by delivery.2 BCC may not require a local 
jurisdiction that has banned all commercial cannabis activity to accept delivery operations within 
its boundaries. Similarly, BCC may not force a local jurisdiction that requires a local license for 
delivery to allow a cannabis delivery business to operate within its boundaries without obtaining 
local license.

a.

Even if BCC had the authority to restrict local control over commercial cannabis activity, it 
lacks a valid reason for proposing Section 5416(d). In its Initial Statement of Reasons, BCC 
claims that Business and Professions Code Section 26090(e) "prohibits a local jurisdiction from 
preventing delivery of cannabis goods on public roads by a licensee acting in compliance with 
the law.”3 Section 5416(d) is therefore necessary, BCC claims, to clarify that state law does "not 
impose restrictions or [a] limit on where a delivery employee may deliver, as long as it is within 
the State of California.”4 This rationale is invalid, however, because state law does not allow 
unfettered delivery within the state. Section 26090(e) actually provides that "[a] local jurisdiction 
shall not prevent delivery of cannabis or cannabis products on public roads by a licensee acting

i Initiative Measure (Prop. 64), §3(c)-(d), approved Nov. 8, 2016, eff. Nov. 9, 2016 (“[i]t is the intent of the People in enacting 
this Act to ... [a]llow local governments to enact additional local requirements for nonmedical marijuana businesses [and] 
[a]llow local governments to ban nonmedical marijuana businesses.)
See Bus. & Prof. Code, § 26013 (“rules and regulations shall be consistent with the purposes and intent of the Control, 

Regulate and Tax Adult Use of Marijuana Act.”)
BCC Initial Statement of Reasons, page 110.
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in compliance with this division and local law as adopted under Section 26200." (emphasis 
added). Thus, this provision still requires that a delivery business using public roads comply 
with local cannabis regulations. If a local jurisdiction requires that all deliveries be made under a 
local license, then it may prohibit any deliveries within its boundaries that are made without a 
license.

Further, even if BCC’s reading of Section 26090(e) was correct, local jurisdictions would 
only be prevented from restricting the use of public roads by delivery services (i.e., preventing a 
delivery vehicle from using public roads to reach a jurisdiction where delivery is legal). But as 
BCC’s own regulations explain, the act of delivery involves more than the use of public roads. 
After travelling to a customer’s address, a driver must exit the vehicle and carry the cannabis 
product directly to the customer at an address on private property and verify his or her age (in 
fact, physically delivering cannabis goods to a person on public property is illegal). Section 
26090(e) cannot plausibly be interpreted to restrict local regulation of a commercial cannabis 
transaction occurring on private property.

Section 5416(d) would greatly undermine Los Angeles’ commercial cannabis 
regulatory system by diminishing our right to control commercial cannabis activity within 
our jurisdiction

Even if Section 5416(d) was a valid regulation, it should not be implemented because it 
would undercut Los Angeles’ carefully constructed local regulatory system, create enormous 
public safety risks within the City, create a strong disincentive for cannabis retailers to obtain the 
City’s local license, thereby inducing these operators to commit criminal violations of the City’s 
Municipal Code, and further diminish the City’s ability to regulate and tax local commercial 
cannabis activity.

Los Angeles is the largest municipal medicinal and adult-use cannabis market in the 
country and our City is in the process of implementing and improving a comprehensive local 
regulatory system that far surpasses any other City in the state. Through voter- and City- 
Council-approved ordinances, Los Angeles has carefully balanced its status as the leading 
cannabis market against the need to ensure that cannabis businesses operate in a safe and 
responsible manner that does not adversely impact the health and safety of its communities.
Our local regulations mandate that every cannabis delivery business operating in the City obtain 
a license from DCR, operate out a business premises in the City, limit delivery services to 
locations within the City unless otherwise authorized by DCR, and comply with over a dozen 
delivery-specific operating requirements. DCR also requires a cannabis delivery business to 
provide information to DCR about every vehicle it uses for delivery services in the City. These 
regulations are essential for the preservation of the public welfare.

Under BCC’s proposal, a cannabis delivery business located outside of Los Angeles 
could conduct delivery operations within our City boundaries without a City license, which would 
significantly hinder DCR’s ability to ensure compliance with the City’s regulations. DCR would 
have no way to monitor these locally-unlicensed businesses’ operations, ensure they are 
employing safe delivery methods, or take action when they put the health and safety of 
Angelenos at risk. Instead, the City would have to rely on BCC to regulate these locally- 
unlicensed cannabis delivery businesses. Although I recognize BCC’s goal is to create an

b.
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effective state-wide compliance program, it is simply unrealistic to expect that BCC will have the 
necessary resources to sufficiently regulate delivery operations in a market as vast as Los 
Angeles, especially as both the state and the City are in their first years of implementing 
comprehensive regulatory programs. Thus, the most likely outcome of the proposed regulation 
will be that dozens, if not hundreds of cannabis delivery businesses located outside of Los 
Angeles will operate in the City without a local license. BCC, which has a mandate to create a 
well-regulated legal market, should not allow a largely unregulated and unaccountable delivery 
market to flourish in the biggest city in the state.

Also, BCC’s proposed regulation will undercut the state’s and Los Angeles’s efforts to 
eliminate the illicit cannabis market by putting licensed retailers in the City at a competitive 
disadvantage. Cannabis businesses that are committed to complying with the City’s laws are 
investing significant resources into obtaining a City license. After licensure, these businesses 
will continue to invest significant resources into maintaining compliance with the City’s operating 
requirements and they will be subject to the City’s cannabis business taxes. In contrast, locally- 
unlicensed cannabis delivery businesses in the City will not be subject to these local compliance 
and tax obligations, giving them a significant competitive advantage over licensed businesses in 
the City. It is simply unfair and contrary to the purposes of state law to put businesses that 
respect the City’s cannabis laws at such a disadvantage. Furthermore, this unfair competitive 
advantage is likely to have the most detrimental impact to the City’s Social Equity Program as 
our program participants will now have to compete with outside businesses undercutting the 
City’s intention to give program participants ‘equitable access’ to the economic opportunities 
generated by cannabis activity within the City.

Another serious consequence of Section 5416(d) will be to encourage cannabis delivery 
businesses and their employees to engage in criminal activity under the Los Angeles Municipal 
Code. Specifically, under Section 104.15 of the Municipal Code, "[i]t is unlawful for a Person to 
establish, operate, or participate as an Employee, contractor, agent or volunteer, in any 
unlicensed Commercial Cannabis Activity in the City,” and violation of this prohibition is a 
misdemeanor punishable by a fine and imprisonment. This violation is also a public nuisance 
for which a violator is subject to a daily civil penalty $20,000 for each and every offense. Many 
cannabis delivery businesses based outside of Los Angeles will likely assume that Section 
5416(d) would give them full legal authority to operate in the City without a City license, not 
understanding that BCC lacks the authority to permit unlicensed commercial cannabis activity 
within our boundaries. As a result, the numerous business owners and their employees that 
enter Los Angeles to conduct locally-unlicensed deliveries will be engaged in illegal conduct that 
carries serious criminal and civil penalties.

Based on the above, I respectfully urge you to withdraw Section 5416(d) from the final 
regulations as it would violate one of the central tenets of Proposition 64, there is no legal 
rationale or authority whatsoever to support its implementation, and it would greatly undermine 
the effectiveness of local cannabis regulatory systems, including our City’s. Although the City 
appreciates its partnership with BCC, the City must both respectfully and strongly oppose this 
attempt by BCC to limit the City’s right, guaranteed by state law, to regulate commercial 
cannabis activity within its boundaries.
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OPPOSITION TO 5001(c) AND 5002(c)

Sections 5001 (c)(11) and 5002(c)(28) would reduce the period for a local jurisdiction to 
verify for BCC if an applicant has obtained necessary local approvals from 60 calendar days to 
10 calendar days. As you know, state law guarantees a local jurisdiction 60 calendars to 
provide such verification (see Bus. & Prof. Code Sec. 26055(g)(2)(D)), and BCC has no 
authority to rescind this express provision of state law. Also, the proposed 10-calendar-day 
verification period would unduly burden DCR, which expects to receive several thousand 
applications in the next few years. Given the application volume, DCR staff will need more than 
10 calendar days to process and respond to all local authorization requests from BCC. In some 
cases, with weekends and holidays factored in, DCR may have as little as three or four business 
days to respond to BCC. Thus, Sections 5001(c) and 5002(c) should be withdrawn and BCC 
should provide all local jurisdictions 60 calendar days to respond, as required by state law.

SUGGESTED AMENDMENT TO SECTIONS 5002 AND 5014

2.

3.

Like some other cities, Los Angeles has made social equity a central feature of its 
cannabis licensing system. Our City’s Social Equity Program, which we intend to make a model 
for the rest of the country, is aimed at promoting equitable ownership and employment 
opportunities in the cannabis industry, decreasing disparities in life outcomes for marginalized 
communities and addressing disproportionate impacts of cannabis prohibition in adversely- 
impacted and lower income communities. Many of the participants in the Social Equity Program 
will receive various forms of priority processing and business and licensing support; 
nevertheless, these participants still face significant financial challenges in obtaining a license 
and building a successful business.

BCC also has an interest in promoting the development of a legal cannabis industry in a 
fair and equitable manner. To that end, I suggest that BCC adopt a fee waiver or reduction 
program in Section 5014 for applicants who participate in a local jurisdiction’s social equity 
program. I also suggest BCC include a provision in Section 5002 to give those social equity 
applicants priority processing for annual licenses. Social equity applicants who receive a fee 
waiver or reduction and priority processing will then have greater remaining financial resources 
to put towards establishing a viable cannabis business, which will benefit marginalized and low 
income communities and the cannabis industry as a whole.

SUGGESTED AMENDMENT TO SECTION 50484.

The track and trace system will be a very effective means to monitor licensed cannabis 
business’s compliance with both state and local law. Using the data inputted into the system, 
regulators will be able to quickly identify attempts to divert product, avoid testing, and commit 
tax fraud. The value of the track and trace system makes it all the more critical that local 
jurisdictions have as much access as necessary to the data inputted by their licensed 
businesses. Accordingly, I suggest BCC add a provision to Section 5048 or another appropriate 
section that ensures that local jurisdictions will have the necessary access to the track and trace 
system to fully utilize its regulatory capabilities.
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SUGGESTED AMENDMENT TO SECTION 54035.

Section 5403 limits retailers to operating between 6:00 a.m. and 10:00 p.m. Although this 
a sensible time frame, ultimately, the decision of when a retailer can operate is best left to each 
local jurisdiction’s discretion. That way, a local jurisdiction can assess the operational realities 
unique within its boundaries and potentially expand the hours of operation in all or some areas. 
Therefore, I suggest Section 5403 be amended to allow expanded hours of operation if 
approved by a local jurisdiction.

Thank you for your consideration of the City’s comments. On behalf of the City and DCR, 
I look forward to our continued partnership with bCc as we develop a regulatory system that 
meets the objectives of state and local law.

Sincerely,

cu4v<~

CAT PACKER
Executive Director & General Manager 
Department of Cannabis Regulation


