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AB 2731 (Addis) – As Amended April 14, 2026 

Policy Committee: Governmental Organization    Vote: 19 - 0 

      

      

Urgency:  No State Mandated Local Program:  No Reimbursable:  No 

SUMMARY: 

This bill authorizes the Department of Alcoholic Beverage Control (ABC) to issue up to 12 new, 

original neighborhood-restricted special on-sale general licenses (“neighborhood licenses”) to 

bona fide public eating places within specified census tracts in the County of Santa Cruz. 

Specifically, this bill:  

1) Authorizes ABC to issue up to five neighborhood licenses within specified census tracts in 

the County of Santa Cruz per year until a total of 12 neighborhood licenses have been issued.   

A maximum of six licenses may be concurrently held at premises with specified groupings of 

census tracts. 

2) Prohibits the transfer of a neighborhood license to another premises unless certain conditions 

are met, such as the license being transferred within the same grouping of census tract 

neighborhoods. 

3) Authorizes ABC to adopt rules and regulations to enforce these provisions. 

FISCAL EFFECT: 

Minor and absorbable costs to ABC.  Any additional licensing and enforcement investigations 

generated by the 12 new licenses issued over at least three years should be covered by 

corresponding licensing fees. 

This committee sees a wide array of bills that propose to modify the scope of alcohol laws. 

Generally, the majority of proposals do not generate significant new workload for ABC, but 

taken together, these proposals could lead to significant new costs and future budget requests.  In 

this case, however, the proposed increase in new licenses is relatively minor in volume. 

COMMENTS: 

1) Purpose.  The author notes “no new on-sale general alcohol licenses may be issued in Santa 

Cruz County” under current law.  The author contends that this prohibition “creates an 

unregulated secondary market where licenses can sell for hundreds of thousands of dollars” 

and “a financial barrier that prevents existing restaurants from expanding and deters new 

commercial developments from opening their doors.”  According to the author, this bill 

authorizes 12 additional licenses in Santa Cruz County, “creating new jobs, supporting small 
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businesses, generating increased tax revenue, and driving the growth of the hospitality 

industry.”  This bill is supported by the City of Watsonville and regional businesses. 

2) 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 new neighborhood-restricted on-sale 

general license (Type 87) and allowed ABC to issue a total of 30 new Type 87 licenses, with 

up to five licenses issued per year and a certain number of licenses reserved for enumerated 

census tract corridors in the City and County of San Francisco.  AB 2359 (Ting), Chapter 

393, Statutes of 2024, subsequently increased the total allowable number of Type 87 licenses 

in San Francisco to 40.  Similarly, AB 828 (M. Gonzalez), Chapter 715, Statutes of 2025, 

created a 40-license Type 87 license program for certain neighborhoods in the County of Los 

Angeles, but allows the licenses to be issued at a much faster pace of up to 12 licenses per 

year.  This bill creates another similar, but smaller, Type 87 license program for certain 

neighborhoods in the County of Santa Cruz, authorizing ABC to issue up to five 

neighborhood licenses within specified census tracts in the County of Santa Cruz per year 

until a total of 12 neighborhood licenses have been issued.    

3) Related Legislation.   AB 445 (Aguiar-Curry), Chapter 153, Statutes of 2025, authorizes 

ABC to issue up to 10 additional Type 47 licenses in the County of Colusa.   

AB 1008 (Addis), Chapter 568, Statutes of 2025, authorizes ABC to issue up to 10 additional 

Type 47 licenses in the County of San Luis Obispo, but no more than five licenses per year. 
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