Transfer of Ownership

In accordance with Section 9.10.250 of the City ordinance, the City Manager, or his/her
designee(s), is authorized to promulgate all administrative regulations necessary to implement
the requirements and fulfill the purposes and policies of the City’s Cannabis Regulations. These
Administrative Regulations provide the currently adopted administrative regulations set forth by
the City to fulfil the purpose and intent of Chapter 9.10 of the San Luis Obispo Municipal Code.

Section 9.10.120 of the Municipal Code broadly addresses the requirements of transfers of
Commercial Cannabis Operator Permits. These Administrative Regulations provide the more
detailed process of reviewing and making determinations on transfer requests for Commercial
Cannabis Operator Permits in accordance with the Municipal Code.

The City Council has made it a priority within the Cannabis Regulations to favor local hiring and
community support as well as prioritizing equity ownership. Likewise, City Council adopted a
regulatory structure that ensured transparency and equity so that City leaders are confident they
know who is operating cannabis businesses. Considering City Council’s vision and subsequent
regulations, Commercial Cannabis Operator Permits are non-transferable, unless the applicant
submits a request in writing to the City and the proposed transfer satisfies the same criteria and
demonstrates the capacity to meet requirements of the Community Benefit Agreement and/ or
the original Application, pursuant to which the original operator obtained their permit.

1. Definitions

Community Benefit Agreement: An agreement between the operator and City that
memorializes community benefit and equity commitments made by operator as part of
its Commercial Cannabis Business Operator Permit Application.

Equity Owner: Principals of commercial cannabis business with 2% equity or higher who
earned at or below the median household income at the time the operator’s commercial cannabis
operator permit application was approved by the City.

External Owner: An individual(s) or entity(s) proposed to obtain an ownership interest in an
existing Commercial Cannabis Business or Operator Permit who is not currently permitted by
the City to conduct commercial cannabis activity or commercial cannabis business in the City
affiliated with the business in which a transfer of ownership interest is proposed and was not
listed as an original owner(s) in the original Commercial Cannabis Business Operator Permit
Application. An External Owner shall include any such person or entity proposing to obtain or
receive a previously unpermitted ownership or operational interest in a cannabis business,
including but not limited to partners, officers, directors, and stockholders of every corporation,
limited liability company, or general limited partnership with any portion of the ownership or
control of the stock, capital, profits, voting rights, operations, or membership interest of the
commercial cannabis business

External Transfer: A transfer of ownership request from the operator which requests an
external owner(s) be added to the existing Commercial Cannabis Operator Permit as an
owner(s).
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Internal Owner: An individual(s) or entity(s) who has been approved by the City to conduct
commercial cannabis activity or commercial cannabis business in the City and currently has any
ownership in a permitted commercial cannabis business in the City.

Internal Transfer: A transfer of ownership request from the operator which requests an internal
owner(s) ownership be transferred to another internal owner(s) in which both internal owners are
from the same permitted commercial cannabis business in the City.

Majority: A greater number; more than half. An equal number does not constitute a majority.

Transfer or Assignment Prohibited (9.10.120 B): No person or entity shall encumber,
mortgage, lien, hypothecate, give, bequeath, sell, assign or transfer, by operation of law or
otherwise, any portion of the ownership or control of a commercial cannabis business or

a Commercial Cannabis Operator Permit to any person who does not have a Commercial
Cannabis Operator Permit from the city prior to the effective date of any action described in this
sentence.

2. Allowable Transfer of Ownership Requests

Transfer of Ownership: The City will permit certain types of transfer or ownership provided
the operator follows the process and regulations set out in the Administrative Regulations and
Municipal Code Section 9.10.120.

The City requires transfer of ownership requests for:
1. Any internal or external transfer of ownership that has the potential to affect the
commitments required by the operator’s Community Benefit Agreement, including
but not limited to a reduction in the total number of Equity Owners proposed as part
of the original application and/or reflected in the Community Benefits Agreement.

2. Any transfer of ownership from a current permittee affiliated with the business or
party authorized to conduct the cannabis business pursuant to the original or

existing Commercial Cannabis Operator Permit to any party that is not a current
permittee affiliated with the business or authorized to conduct the cannabis business
pursuant to the original or existing Commercial Cannabis Operator Permit*.

*Majority Transfer of Ownership: external transfers of a majority of ownership will
require a separate process.

Transfer of Ownership Exemptions:

An internal transfer among current permittees affiliated with the business or parties authorized to
conduct the cannabis business pursuant to the original or existing Commercial Cannabis
Operator Permit, which does not affect any commitments within the Community Benefit
Agreement, including but not limited to affecting a reduction in the total number of Equity
Owners proposed as part of the original application and/or reflected in the Community Benefits
Agreement. The City should be notified of these transfers but there is no approval necessary.
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3. Operator Notification of Transfer of Ownership Request

3.1 Internal and External Transfer of Ownership Requests

For all internal and external transfer of ownership requests the operator will notify the City in
writing of the proposed action and provide all information the City requests regarding the
identity and qualifications of the persons involved in the proposed transfer.

Operators requesting either external or internal transfers will need to submit:

1. A summary and supporting documentation of the proposed transfer of ownership.
In the explanation the operator must explain what type of transfer they are requesting,
their reasoning for the transfer of ownership and a summary of which individuals or
entities are transferring, retaining, changing, or gaining ownership, including listing
what percentage of ownership is changing and amongst which person(s) or entity(s).

2. A summary and supporting documentation from the operator as to how the proposed
transfer satisfies the commitments maintained in the Community Benefit Agreement.
Operators should refer to their application, supporting documentation, and
Community Benefit Agreement when submitting a Transfer of Ownership request.

If the transfer of ownership will affect Community Benefit Agreement commitments tied to
persons or entities, such as Equity Owners, etc. the operator must be clear in their request how
the new proposed ownership will satisfy that criteria at the same level or higher than what was
included in the Community Benefit Agreement. Likewise, if the transfer of ownership will affect
Merit Criteria tied to persons or entities, such as Equity Owners, etc. the proposed
owner/transferee must currently, at the time transfer of ownership request is submitted and
approved, meet the provisions of that Merit Criteria.

For example: If one currently permitted Equity Owner is transferring their ownership, the
transfer request must include a new Equity Owner who currently meets the definition of an
Equity Owner.

It is not the intent of the City’s Cannabis Business Program equity commitments to keep
individuals below or at the median household income. The Council purpose and intent is to allow
individuals an avenue for economic mobility through equity commitments within cannabis
applications. There is no action needed from equity owners listed as a part of the original
Commercial Cannabis Business Operator Permit Application, who over time exceed income
qualifications within the definition of an Equity Owner. However, if that original Equity Owner
is a part of a transfer of ownership request, the proposed transferee would have to currently meet
the definition of an equity owner.

3.2 Majority Transfer of Ownership Requests

For any external transfer more than the majority ownership from the original Commercial
Cannabis Business Operator Permit Application, the operator must submit a new Commercial
Cannabis Business Operator Permit Application for their specified business type. However, the
City will not open up a new competitive application and scoring to new applicants but will
instead review the new application against the original application.



4. Determination of Transfer of Ownership Requests

The City Manager or Designee will review and make determinations on all Transfer of
Ownership requests.

The determination will be made using the following criteria:

All Transfer of Ownership: the request must meet the requirements of 9.10.120 and the
requirements of the Administrative Regulations.

Internal and External Transfer of Ownership: for all external and internal transfer
requests the request must not adversely affect the operator's Community Benefit
Agreement.

Majority Transfer of Ownership: for all external majority transfer requests, the
application with the new majority owner(s) needs to score the same or greater number of
points than as the original operator’s Commercial Cannabis Business Operator Permit
Application.

Dependent on the type of transfer of ownership the City may need to issue conditions of approval
for transfers before a transfer can take effect.

These Conditions May Include:

Conditional Approval Pending Successful Completion of the City’s Cannabis Background
Check.

In almost all external transfers the owners being brought into the existing Commercial

Cannabis Operator Permit will need to undergo the City’s Background Check as the City is
unable to approve a transfer of ownership to an owner who has not been background

checked, as owners are only eligible to hold a Commercial Cannabis Operator Permit and
conduct cannabis business in the City if they have been approved through the City’s background
check.

5. City Notification on Determination of Transfer of Ownership Requests

Once a determination has been made on the operator’s transfer of ownership request, the City
will issue a correspondence on the determination and next steps for the operator to complete the
transfer of ownership. Below is a summary of the correspondence operators will receive:

1. Internal Transfer Approved. The City will issue a correspondence which
approves the operator’s internal transfer and any conditions of approval. After
receiving the correspondence which approves the transfer, the operator will need

to notify the city in writing within ten calendar days of the action becoming final with
the names and contact information of the persons involved, together with a request
that the City issue either a new or amended Commercial Cannabis Operator Permit, as
applicable. Once the City receives this notification from the operator, the City will
issue the operator either a new or amended Commercial Cannabis Operator Permit, as
applicable.



2. Internal Transfer Denied. The City will issue a correspondence which denies
the operator’s internal transfer and an explanation for the decision.

3. External Transfer Approved. The City will issue a correspondence which
approves the operator’s external transfer and any conditions of approval. After
receiving the correspondence which approves the transfer, the operator will need to
ensure all conditions of approval are met before notifying the City in writing within
ten calendar days of the action becoming final with the names and contact
information of the new persons involved, together with a request that the City issue
either a new or amended Commercial Cannabis Operator Permit, as applicable. Once
the City receives this notification from the operator, the City will issue the operator
either a new or amended Commercial Cannabis Operator Permit, as applicable.

4. External Transfer Denied. The City will issue a correspondence which denies
the operator’s external transfer and an explanation for the decision.

A decision to deny a transfer of ownership request is appealable to the City Manager in
accordance with 9.10.100 of the Municipal Code.

6. Transfer of Ownership Fees

Section 9.10.120 B.1 allows for the City to request all operators submitting transfer of
ownership requests to pay all applicable fees and charges. The City has determined the following
deposits will be charged for all transfer of ownership requests submitted to the City.

Internal Transfer: Operators at the time they submit a transfer of ownership request will
be required to submit a deposit for time and materials needed to make a determination on
transfer of ownership requests of $4,711.37. The City will track staff hours and materials
when making determinations on transfer of ownership requests and at the time the City
issues a determination, the operator will either be charged for additional time and
materials or refunded the remainder of the deposit.

External Transfer: Operators at the time they submit a transfer of ownership request
will be required to submit a deposit for time and materials needed to make a
determination on transfer of ownership requests of $9,897.18. The City will track staff
hours and materials when making determinations on transfer of ownership requests and at
the time the City issues a determination, the operator will either be charged for additional
time and materials or refunded the remainder of the deposit.

External Majority Transfer: For all external majority transfers, operators will submit at
the time of their notification for a transfer of ownership request, the Initial Application
Fee outlined in the Cannabis Fee Schedule. For all external majority transfers that are
approved and are conditioned upon the successful completion of the Cannabis
Background Check, operators will need to pay the Final Application Fee outlined in the
Cannabis Fee Schedule to undergo the cannabis background check and subsequent follow
up before being issued a new or amended Commercial Cannabis Operator Permit.
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