Council Meeting of
August 1, 2006

Honorable Mayor and Members
of the City Council

City Hall

Torrance, California

Members of the Council:

SUBJECT: Reconsideration and Possible Consideration of Amending Sections of the
Municipal Code relating to the issuance of Business Licenses

RECOMMENDATION

it is the recommendation of the City Manager that the City Council address the issue of
reconsideration of your previous action related to a proposed amendment to the Municipal
Code relating to the issuance of business licenses. [f reconsideration is agreed to, the City
Council should address the original item that is attached.

BACKGROUND/ANALYSIS

On July 18, 2006, the City Council considered an item to modify the City's Municipal Code
relating to the issuance of business licenses. Specifically the proposal was to clarify the
Municipal Code to insure that business licenses are not issued for the provision of any service,
good, or product that is illegal under California or Federal law.

The ordinance was acted upon by the City Council with Council Members Brewer, Witkowsky
and Mayor Scotto voting in favor and with Council Members Mclintyre and Sutherland voting
no; Council Member Nowatka was absent. An ordinance requires four votes to be enacted so
the motion on the ordinance failed.

Council rules allow for a request for reconsideration by the absent member. Council Member
Nowatka made such a request at the Council meeting of July 25, 2006. The request for
reconsideration is therefore before the Council. If the Council concurs in reconsidering the
matter by majority vote, then the item is attached for the City Council's consideration.

Respectfully submitted,

LJJ/die

Attachments: A) Council Item dated 7/18/06
B) AQuestions and Answers
C) Citizen Correspondence
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Attachment A

COUNCIL MEETING
July 18, 2006

Honorable Mayor and Members
of the City Council

City Hall

Torrance, California

Members of the Council:

SUBJECT: Amending Sections of the Municipal Code Relating to the Issuance
of Business Licenses.

RECOMMENDATION:

The Chief of Police recommends that the City Council adopt the attached proposed
ordinance clarifying the existing Municipal Code to insure that business licenses are not
issued for the provision of any service, good, or product that is illegal under California or
Federal law.

BACKGROUND/ANALYSIS:

In 1996, the California voters enacted Proposition 215 referred to as the
“Compassionate Use Act” which protected patients, caregivers, and physicians who
cultivate, use, possess, transport or recommend marijuana for medical purposes. In
2003, Governor Davis signed legislation (SB420) setting forth various criteria for the
implementation of Proposition 215. Although granting wide latitude to the distribution of
marijuana for medical purposes, the law specifically prohibited any individual or group
from cultivating or distributing marijuana for profit.

Numerous marijuana/cannabis distribution centers calling themselves “co-ops” have
been appearing in California and have been dealt with in a variety of matters by different
cities. Some cities have warmly embraced these “co-ops”. Other cities have
considered them a land use issue and have enacted a moratorium on licensing them so
they can study the secondary effects and determine the appropriate zoning for these
distribution centers. However, the Police Department is recommending a different
approach. It is recommended that the City Council clarify the City’s business license
ordinance to ensure that no licenses be issued to individuals seeking to open a
marijuana/cannabis distribution business that violates Federal Law.

The United States Supreme Court has ruled that distribution of marijuana for medical

purposes is in violation of the Federal Controlled Substance Act. The United States
Attorney’s Office has recently indicted owners of “co-ops” in the San Diego area.
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It should be noted that this Ordinance would not affect the legal status of individual
patients who are not involved in unlawful distribution. It is the position of the
Department that these “co-ops” are illegal under Federal law and should not be licensed
as businesses by the City of Torrance. Therefore, it is recommended that the City
adopt the attached ordinance.

Respectfully submitted,

e—

mes D. Herren
Chief of Police

CONCUR:

REY,

John L. Fellows il
City Attorney

LeRoy & kson
City Manager

NOTED:

Eric Tsao
Finance Director

Attachment



ORDINANCE NO.

AN ORDINANCE OF THE CITY COUNCIL OF THE CITY OF
TORRANCE AMENDING SECTIONS OF THE TORRANCE
MUNICIPAL CODE RELATING TO THE ISSUANCE OF
BUSINESS LICENSES

The City Council of the City of Torrance does ordain as follows:

SECTION 1

That Section 31.3.6 of the Torrance Municipal Code be amended to read in its
entirety as follows:

“SECTION 31.3.6 UNLAWFUL BUSINESS.

No license issued under the provisions of this Division shall be construed
as authorizing the conduct of or continuance of any illegal or unlawful business or
practice, or the furnishing, sale, or provisioning of any service, good, or product
that is illegal under this Code, the Laws of the State of California, or the Laws of
the United States of America.”

SECTION 2

A new section 31.4.1(a)(9) shall be added to the existing Section of 31.4.1 to
read in its entirety as follows.

“SECTION 31.4.1. APPLICATIONS.

a) Every person required to have a business license shall make application
to the License Supervisor. The applicant shall furnish all information
required to enable the License Supervisor to properly classify the business
of the applicant and determine the proper license tax to be paid by such
applicant. This information shall include, but not be limited to:

1) Name of firm;

2) Address and phone number,

3) Mailing address;

4) Nature of business;

5) Name of applicant;

6) Address and phone number of applicant;

7) Driver's license number of applicant;

8) Social Security number of applicant;

9) An affirmation by the applicant that the business does not furnish or
provide any service, good, or product that is illegal under this Code,
the Laws of the State of California or the Laws of the United States
of America.”



SECTION 3

Any inconsistent provisions of the Torrance Municipal Code or any other
inconsistent ordinances of the City are repealed to the extent of the inconsistencies.

SECTION 4

If any section, subsection, sentence, clause, or phrase of this ordinance is for
any reason held to be invalid or unconstitutional by the decision of any court of
competent jurisdiction, then the decision will not affect the validity of the remaining
portion of the ordinance. The City Council declares that it would have passed this
ordinance and each of its sections, subsections, sentences, clauses and phrases,
irrespective of the fact that any one or more sections, subsections, sentences, clauses
or phrases might be declared invalid or unconstitutional.

SECTION 5
This ordinance will take affect thirty days after the date of its adoption. Within
fifteen days following adoption, this ordinance or a summary of this ordinance, if

authorized by the City Council, will be published at least once in the Daily Breeze, a
newspaper of general circulation, published and circulated in the City of Torrance.

INTRODUCED AND APPROVED this day of , 2006.

ADOPTED and PASSED this day of , 2006.

Mayor of the City of Torrance

ATTEST:

Sue Herbers, City Clerk
APPROVED AS TO FORM:

JOHN L. FELLOWS llI
City Attorney

By:

Ronald T. Pohl
Assistant City Attorney



Council Meeting of

July 18, 2006
SUPPLEMENTAL MATERIAL
Honorable Mayor and Members
of the City Council
City Hall
Torrance, California
Members of the City Council:
SUBJECT: Supplemental Material to Council Agenda Item 11E:

Attached is an ordinance summary for the ordinance included in ltem 11E. The
ordinance clarifies sections of the Torrance Municipal Code regarding Business
Licenses. If the ordinance is adopted, it is recommended that the summary be

approved for publication by your honorable body.

Respectfully submitted,

Ronald T. Pohl
Assistant City Attorney

NOTED:

LeRoy J. son
City Manager

[22038_1.DOC]
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ORDINANCE NO.

SUMMARY

On July 18, 2006, the City Council of the City of Torrance adopted Ordinance
number amending Sections 31.3.6 and 31.4.1(a) of the Torrance Municipal Code

relating to the issuance of business licenses.

The Ordinance clarifies existing language in Section 31.3.6 emphasizing that the
issuance of a business license does not authorize conduct or business which violates

Torrance, State, or Federal Law.

Section 31.4.1(a) was amended to require that an applicant for a business license
affirm that the business will not furnish or provide goods, services, or products that are

illegal under Torrance, State, or Federal Law.
***x*City Clerk to add a paragraph stating that copies of the ordinance are available at

the City Clerk’s office and stating the names of the City Council members that voted in

favor and those that voted against. *****

[26308_1.DOC)






Attachment B

Questions and Answers

to Council Agenda Item 11E dated July 18, 2006

Question: Are all businesses in the City of Torrance required to have a
business license?

Answer: All companies performing business in the City are required to have
a business license. Not for Profit businesses are exempted from
paying fees for their license if they have the following:

(a) Must have a qualifying letter of exemption from the
Secretary of State of the State of California and a article
of incorporation identifying their non profit status

(b) Must have a qualifying letter of exemption from the
Internal Revenue Service and from the California State
Franchise Tax board

(c) Must provide Financial Statements detailing all income
and expenses for the past three years when applicable.

When a business applies for a license in the city, they are
categorized as either for profit or not for profit, depending on the
type of business and if they have the aforementioned documents.

As a point of clarification, under the City’'s business license
ordinance, the ordinance only affects businesses and not patients
or their care providers.

Question: Would existing City of Torrance businesses be required to
affirm that their business does not furnish or provide any
service, good, or product that is illegal under the City
ordinances, the Laws of the State of California or the Laws of
the United States of America?

Answer: Yes. Existing businesses will be required to sign an affidavit
affirming the above. The affidavit will be mailed fto existing
businesses during the renewal period in December.



Question:

Answer:

Question:

Answer:

Question:

Answer:

Are there other medical marijuana dispensing facilities located
in the South Bay vicinity?

Yes. There are approximately 13 facilities located in and around
the South Bay area, including facilities in Palos Verdes Estates,
Redondo Beach, Lawndale, EI Segundo, San Pedro and Long
Beach. Several of the facilities provide home delivery services.

Some cities have treated this as a zoning/planning issue and it's
affects on the community or as a business licensing issue.

How will the business license staff know when a company
applies for a medical marijuana dispensing facility that a
business license should be issued?

Business License applicants are now required to sign a declaration
stating they are duly authorized to make this application and all of
the information provided in this application is true and correct. The
business will not provide any service, goods, or products which is
illegal under Federal, State, or Local Laws. | declare under penalty
of perjury that the foregoing is true and correct at time of
applications.

Should this not be true the business license can and will be
revoked.

Would the County of Los Angeles consider assuming the role
of dispensing medical marijuana for the County.

Staff spoke to county representatives and was told that the county
is not considering selling marijuana however, the county passed an
ordinance outlining restrictions as to where businesses can sell it.
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