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Memorandum

To: Columbus City Council; Planning Commission

From: Megan Rogers, Assistant City Attorney; Doug Junker, Municipal Licensing
Specialist

Date: February 16, 2024

Re: Cannabis Licensing and Zoning

In August of 2023, Minnesota approved the cultivation, manufacturing, and sale of adult-use
cannabis (the “Legislation”)." The Legislation calls for the formation of the Office of Cannabis
Management (OCM) who is tasked with the development of rules, licensing, and enforcement for
this new industry.

L. Licensing Types and Development Timeline.

Cannabis is legal for individuals to possess, use, and grow in Minnesota today, subject limitations
related to the amount possessed or produced. Home growth is permitted for up to eight cannabis
plants of which up to four may be “mature” or “flowering” plants. Home growth of cannabis must
be in an enclosed, locked space that is not open to public view.

Cannabis may not be sold until the OCM grants the seller a license and before beginning sales,
a retailer must obtain a local retail registration. The OCM is seeking authorization during this
legislative session to issue licenses for producers starting this fall so that retail products will be
available in early 2025. The Legislation and the City’s currently moratorium contemplate that
retail sales will begin in the first quarter of 2025.

The Legislation contemplates the following license types:

License Type Application Fee Initial License Fee Renewal License
fee

Cannabis Microbusiness? $500 N/A $2000

Cannabis Mezzobusiness $5,000 $5,000 $10,000

Cannabis Cultivator $10,000 $20,000 $30,000

Cannabis Manufacturer $10,000 $10,000 $20,000

! Available for review: www.revisor.mn.gov/laws/2023/0/Session+Law/Chapter/63/
2 Mezzo and Micro businesses are vertically integrated cannabis producers- grow, produce, and sell the product




Edible Manufacturer

Cannabis Retailer $2,500 $2,500 $5,000
Cannabis Wholesaler $5,000 $5,000 $10,000
Cannabis Transporter $250 $500 $1,000
Cannabis Testing Facility $10,000 $10,000 $20,000
Cannabis Event Organizer | $750 $750 N/A
Cannabis Delivery Service | $250 $500 $1,000
Lower Potency Hemp | $250 $1,000 $1,000

Lower Potency Help Edible
Retailer

$250/retail location

$250/retail location

$250/retail location

Medical Cannabis Cultivator | $250 $0 $0
Medical Cannabis | $250 $0 $0
Processor

Medical Cannabis Retailer | $250 $0 $0
Medical Cannabis | $10,000 $20,000 $70,000

Combination Business

Il. Legal Authority to Regulate Cannabis Businesses Through Ordinance Revisions
Including Zoning and Licensing.

Cities may not prohibit the possession, transportation, or use of cannabis flower, cannabis
products, lower-potency hemp edibles, or hemp-derived consumer products authorized by the
new law. The City may not require cannabis specific licenses. Under the process proposed, an
applicant will: 1) submit an application to the OCM, 2) the OCM will complete its review, and 3)
forward the application to the City to confirm compliance with zoning, fire and building codes. The
OCM may not issue a license to a cannabis business that does not meet local zoning and land
use laws, but the Legislation restricts the scope of zoning revisions a city can implement.

a. Licensing Process and Requirements.

The City is required to register retail sellers and perform compliance checks on licensed
cannabis businesses. The OCM is in the process of preparing standardized forms and
training modules for this work. The City may impose an initial retail fee of $500 or up to
half the amount of the initial license fee charged by the OCM, whichever is less. The City
may also charge a renewal retail registration fee of $1,000 or up to half the amount of the
applicable renewal license fee charged by OCM, whichever is less.



The City must issue a retail registration to a cannabis retail business so long as:

e The retailer has a valid conditional license from the OCM.

e Has paid the registration fee.
Is in compliance with the requirements of the applicable state laws based on the
preliminary compliance check performed by the City.

e |s current on all property taxes and assessments.

However, the City may, by ordinance, limit the number of licensed cannabis retailers,
cannabis mezzo businesses with retail operations, and cannabis micro businesses to one
registration for every 12,500 residents. If Anoka County (and other cities within Anoka
County) issue one active license per 12,500 County residents, the City is not obligated to
register any additional cannabis businesses.

b. Zoning Authority.

The City may adopt “reasonable restrictions” on the time, place, and manner of the
operations of a cannabis business provided that such restrictions do not prohibit the
establishment or operation of cannabis businesses. Cities may prohibit the operations of
a cannabis business within 1,000 feet of a school, or 500 feet of a day care, residential
treatment facility, or an attraction within a public park that is regularly used by minors,
including a playground or athletic field. The OCM has pledged to develop a model
ordinance for reasonable restrictions on time, place, and manner of a cannabis business.

Just like retail businesses, commercial farming operations are licensed and regulated by
OCM. Because we anticipate that growing licenses will be the first to be released, staff
recommends studying potential time, place, and manner restrictions for agricultural
properties that may be well suited for growing. We anticipate that the model OCM wiill
implement for farmers will be similar to the Industrial Hemp Program (IHP) currently
operated by the Department of Agriculture. The IHP does not preempt local zoning
ordinances as part of its licensing process.

The City has adopted a moratorium prohibiting the sale, manufacturing and distribution of
adult-use cannabis. We recommend that the City Council and Planning Commission
carve out additional time at upcoming joint sessions this spring and summer to hear public
feedback on where cannabis retail and agricultural operations should be permitted within
the City’s zoning districts and appropriate time, place and manner restrictions for the
proposed use.

c. Associated Ordinance Revisions.

The Legislation protects “cannabis events” allowing cannabis themed pop-ups or festivals
for no more than four days. The City may update its special event permit and
accompanying code section to set additional standards which an event organizer much
meet. Cities are not required to permit on-site consumption for these events.

Taxation of cannabis products.

a. Retail Sales.

The Legislation authorizes a tax equal to 10% of gross receipts from retail sales of “taxable
cannabis products.” Taxable cannabis products means any product with cannabis in it
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(flower/solution), hemp-derived consumer products, lower potency hemp edibles and
similar items. Cities are prohibited from imposing a tax solely on the sale of cannabis
products, but the state and local sales taxes must be charged in addition to the cannabis
tax. The Department of Revenue provides the following illustration of how these products
are taxed:

Revenues from the retail sales of cannabis products will be divided, with 80% going to the
state of Minnesota and 20% to a local government cannabis aid account in a special
revenue fund (“Local Aid”). Beginning with Local Aid payable in 2024, the total aid
available statewide will equal the balance in the local government cannabis aid account in
the special revenue fund as of the close of the previous fiscal year. Under this model, the
City would see these dollars in the 2025 tax year. Cities and counties share in the “Local
Aid” pool. The aid available to cities is distributed proportionally based on the number of
cannabis businesses located in each city as compared to the number of cannabis
businesses in all cities.

b. Property Tax Impacts.

The Legislation classifies property used for raising, cultivating, processing, or storage of
cannabis plants, cannabis flower, or cannabis products for sale as class 3 commercial,
industrial, or utility property. As class 3, this property is subject to the state general
property tax levy on commercial-industrial property. The act is effective beginning with
taxes payable in 2024.

City Policy Considerations and Ordinance Revisions

a. Fee Schedule Updates: Retail Registration.

b. Municipal Operations.

The Legislation authorizes the City to operate its own cannabis retail store. Osseo and

Cook County are currently debating whether to open municipal cannabis shops. Because
cannabis is still a prohibited substance under federal law, the City would need to navigate



whether municipal operations could impact federal grant compliance, how to collect funds
from cannabis sales, and potential state restrictions on use of local revenue.

c. Zoning Ordinance Updates.

Retail Sales
e Cultivation
o Research and Development

d. Other City Code Impacts.

Ordinance restricting the number of retail licenses

Parks Ordinance- smoking in public spaces (Adopted August 9, 2023)
Multifamily Residential

Smoking and vaping within multifamily buildings is banned via the Legislation
Liquor Licensing Updates

New licensee disqualification standards

Cannabis Events- ordinance standards

City employment and personnel issues
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