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Urgency:  No	State Mandated Local Program:  No	Reimbursable:  No
SUMMARY:
This bill expands the Type 87 license program operative in the City and County of San Francisco administered by the Department of Alcoholic Beverage Control (ABC).
Specifically, this bill:  
1) Increases, from 30 to 40, the overall number of Type 87 licenses authorized in the City and County of San Francisco and increases, from 5 to 10, the number of licenses authorized within two specified neighborhood tracts.
2) Repeals the requirement that a license applicant, prior to submitting an application, conduct a preapplication meeting with neighbors and members of the community.
3) Authorizes, beginning January 1, 2025, limited off-sale privileges for new licensees.  For a license issued before January 1, 2025, ABC must first approve a petition by that licensee to exercise off-sale privileges.  The licensee may request a hearing if ABC determines good cause exists to deny the licensee’s petition.
FISCAL EFFECT:
Minor and absorbable costs to ABC to issue 10 additional licenses and oversee any related investigation and enforcement workload. 
Any additional workload generated by this bill should be covered by corresponding licensing fees.  However, this committee sees a wide array of bills that propose to modify the scope of alcohol laws.  Generally, modest expansions such as the changes proposed by this bill do not generate major new enforcement workload for ABC, but taken together, these proposals could lead to significant new costs and future budget requests.
COMMENTS:
1) Purpose.  According to the author:
[The Type 87] license was created to spur economic development in San Francisco’s outer commercial corridors by providing a limited number of affordable, nontransferable full liquor licenses to restaurants in specific neighborhoods in San Francisco.  The program has been very successful but recent challenges, including the aftermath of the Covid-19 pandemic, have underscored the need to expand the program.
2) Support and Opposition.  This bill is sponsored by the City and County of San Francisco, which notes existing neighborhood-specific limits means the Excelsior and Bayview neighborhoods are “no longer eligible for new Type 87 licenses, even though advocates and small businesses in these communities have expressed that additional licenses would further support restaurant attraction and retention efforts and boost neighborhood vitality.”  This bill is also supported by the Golden Gate Restaurant Association and other local business groups.
This bill is opposed by Alcohol Justice, which argues “limitations on alcohol outlet density are one of the fundamental strategies to restrain alcohol harm” and notes San Francisco already “has among the most on-sale outlets per person of any jurisdiction in the state, and is asking for even more.”
3) Limited On-sale General Licenses.  An on-sale general license for a business primarily serving food as a “bona fide eating place” (Type 47) allows the licensee to also serve beer, wine and distilled spirits for consumption on the licensed premises.  Existing law limits the number of new on-sale general licenses ABC may issue based on the population growth of the county in which the licensed premises are located.  The ratio is one on-sale general license for each 2,000 residents.  Because many counties have reached their caps, businesses seeking a license may need to buy one on the secondary market, which can cost up to $400,000.  While ABC’s formula generally works for most counties, demand for licenses far outweighs the population-based allotment in some counties, generally due to the county’s slower population growth or the local economy’s reliance on tourism.  
AB 471 (Ting), Chapter 442, Statutes of 2017, created a neighborhood-restricted on-sale general license (Type 87), allowing 30 new Type 87 licenses, with a certain number of licenses reserved for enumerated census tract corridors (Third Street in the Bayview, Mission Street in the Excelsior, Ocean Avenue, San Bruno Avenue, Noriega Street, Taraval Street, and Visitacion Valley).  To date, ABC has issued 24 of 30 available Type 87 licenses.  This bill increases the allowable number of Type 87 licenses to 40, with five new licenses each in the Bayview and Excelsior neighborhoods, and allows licensees to offer to-go alcohol sales, consistent with privileges extended to other bona fide eating place licensees.
4) Related Legislation.  AB 1668 (Joe Patterson), Chapter 282, Statutes of 2023, authorized ABC to issue up to 10 additional new original on-sale general licenses for bona fide public eating places in the County of Placer.
AB 2589 (Joe Patterson) authorizes ABC to issue up to two additional new original on-sale general licenses for bona fide eating places per year in each county, if the premises is located in a retail center.  AB 2589 is pending hearing in the Assembly Governmental Organization Committee.
SB 1028 (Alvardo-Gil) authorizes ABC to issue up to 10 additional new original on-sale general licenses for bona fide eating places in counties that have reached their limit of new licenses.  SB 1028 is pending on the Senate Appropriations Committee’s suspense file.
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