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A Short History of Pot

o 2001:  CO legalized medical marijuana

o 2012:  CO legalized recreation (retail) 
marijuana

o Through Constitutional amendments that:

o Are unlikely to be reversed

o Allow local governments wide latitude to 
craft local ordinances regulating related 
activities (or to prohibit them)

o After 17 years, we should have learned 
something about the land use impacts of 
legalization



What is this session IS NOT about

o Whether Amendments 20 and 64 were 
good ideas

o Impacts on drug use/abuse rates

o Impacts on tax revenues

o Impacts on traffic safety/accident rates

What is this session IS about

o Lessons for planners and land use 
regulators

o Impacts on the real estate markets that 
impact planners and land use regulators



Four Flavors of Pot

1. Cultivation Facility            
(“Grow Operation”)

2. Product Manufacturing Facility

3. Testing Facility

4. Retail Sales Facility



Denver’s Approach

Kyle Dalton



A Map of Pot



 Denver uses licensing laws as the primary 
regulatory tool for MJ businesses

 Conscious decision not to create distinct land 
uses just for MJ businesses in the zoning 
code

 MJ businesses are regulated within the city’s 
business licensing laws, which in turn cross-
reference zoning land uses and zone districts 
to specify allowed locations



 2010-11:  Denver decided to 
“grandfather” business locations 
that existed before city’s 
permanent MJ licensing regulations 
were enacted
◦ 10 year gap before formal regulation by 

state or city after Amendment 20’s 
passage legalizing medical marijuana

 Coincidentally nearly 80% of the 
city was rezoned in 2010, creating 
“nonconformities” too



 Distinction between 
growing MJ and growing 
tomatoes?

 Zoning permits issued for 
“plant husbandry” or 
“urban farm” never 
mentioned MJ

 Now, primary grows must 
be plant husbandry and all 
grows must be located in 
enclosed structures
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 Criminalized growing 
of more than 36 
plants on a single 
zone lot in a non-
licensed facility
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 Street level activation of dispensaries

 Electrical services in accessory buildings



 Food-Based

 Water-Based

 Solvent-Based

 Manufacturing:
◦ Custom
◦ General
◦ Heavy

 Commercial 
Food Prep & 
Sales







 Laboratory, Research, Development, and 
Technological Services

 Terminal, Freight, Air Courier Services



 No separate zoning 
permitting
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Fort Collins’ Approach
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CO Voters approve 
Amendment 20

CO Medical 
Marijuana

Code

FC adopted a 
Medical 

Marijuana
Code

FC Adopted LUC 
provisions 
regulating 

medical 
marijuana 

businesses FC Voters approve citizen-
initiated ordinance to prohibit 
Medical marijuana businesses

Medical 
Marijuana 
Businesses 

Ceased 
Operation



FC Voters Approve 
citizen -initiated 

ordinance that 
reinstated medical 

marijuana 
businesses

Voters approved a 
provision allowing City 

Council to make 
amendments - additions 

to the medical marijuana 
code to stay current with 

state law



CO Voters 
approve 

Amendment 64

Colorado Retail 
Marijuana Code

FC adopted 
a Retail  

Marijuana 
Code

FC Adopted 
LUC provisions 

regulating 
retail  

marijuana 
businesses



28 Medical Marijuana Licensees

MEDICAL Center
Optional Premises 

Cultivation

Infused 

Products 

Manufacturer

# of Licenses 10 10 4

Pending 

Issuance

1 2 1



29 Retail Marijuana Licensees

RETAIL Store
Cultivation 

Facility Infused 

Products 

Manufacturer

Testing 

Facility

# of Licenses 10 9 3 0

Applications 

Under 

Consideration 0 3 4 0



◦ Medical

 limitation on 10 centers (one per every 500 patients in 
Larimer County)

 Cap does not apply to businesses licensed prior to Nov 
1, 2011 (date voters banned marijuana)

◦ Retail

 Only licensed medical marijuana centers can have retail 
marijuana stores

 Must be co-located on same premises

 Must be 21 years of age to enter

 Only a licensed store or MIP may have a cultivation 
facility in the City

 Cultivations in FC can sell to MIPS and Stores outside 
of the City limits 





 Licensed marijuana businesses

◦ Fines 

 minimum - $500

 maximum – $100,000

◦ Store and Center Penalties
o Violations

o provide 90 days of marijuana sales prior to the date of 
violation

o calculate the average sales for 30 days

o 20% of average sales 



Cultivation Violations

Licensee provides spreadsheet of all 
product  including bud, shake and immature 
plants for the last 90 days

determine the average market rate (DOR 
website) for 90 days of product 

o Multiply the value for 5 days worth of 
production by 20%

o Case-by-case basis



 Unlicensed marijuana grows

◦ Local 12 plant limit in homes

◦ Litigation – municipal judge issued search 
warrant 

◦ January 1, 2018 – state law 12 plant limit

 Issue for DA’s office 

 Odor Issues
 Cannot leave the property line



What the Market Did

Don Elliott



Land Use Impacts
The Headlines and Quotes are Amazing
• Portland grower pays $12-$18/annual/sf premium over normal 

$5 warehouse rate.  Sometimes the premium was 10 times the 
normal warehouse rate (Bloomberg 2016)

• Investors in WA, CO, OR rushed to buy and upgrade warehouses 
in locations where grow operations were allowed (Bloomberg 
2016)

• Because of industry risk, rents for marijuana businesses have 
sometimes increased 50% per year (Inc. April 2016)

• A $2 million piece of land could go for as much as $10 million if 
zoned properly (Inc. April 2016)

• A real estate investment trust raised $25 million to buy 
properties in states where marijuana is legal, including three in 
Denver and then rent the buildings to marijuana businesses like 
Strainwise, Medicine Man, and Dixie Elixirs. (Inc. April 2016)



Land Use Impacts

The Headlines and Quotes are Amazing

• Armstrong Steel, a Denver-based steel building construction 
company and Inc. 5000 honoree, has seen a 35 percent 
increase in revenue since January, in part from building grow 
houses like the one above. (Inc. June 2014)

• You have to find a safe place to store your money. Where else 
but real estate. (Inc. June 2014)

• Entire new categories of businesses have sprung up around 
legal weed. One of Bacon's clients is a software company that 
has built a seed-to-sale tracking system for marijuana 
growers and dispensaries. (Inc. June 2014)



Land Use Impacts

Let’s Bring it Down to Earth
Q:  Is demand for pot locations driving the real 

estate boom in Colorado or in the Denver 
metro area?

A:  No. At least four other factors also working 
to drive prices up:

o General recovery from the Great 
Recession

o RTD acquisition of land along 
industrial/rail corridors created a unique 
market in the Denver Metro Area

o The move back to the city

o Generally growing popularity of the 
Denver metro area in particular



Land Use Impacts

Let’s Bring it Down to Earth

Q: Where is the demand for marijuana 
activities and uses being felt

A: Generally:

o In areas where zoning allows them

o In buildings that do not have a 
mortgage (to avoid RICO claims 
against the bank, and because many 
mortgages require businesses to be 
legal)

o In projects without any direct or 
indirect federal funds (no LIHTC, no 
CDBG, no federal tenants)



Q: What types of buildings are most 
impacted by demand for marijuana 
activities?

A:  Warehouses – particularly B and C 
class warehouses that do not have 
mortgages

o The size of the buildings, plus higher 
requirements for power, lighting, 
utilities, fire protection, and security 
require much greater investments that 
normal warehouses

o In the short run this absorbed an 
oversupply of poor quality industrial 
buildings



Q: How big was the impact on the 
warehouse market?

A:  Depends on how you look at it
• Responsible for 35% of warehouse 

leasing between 2009-2014 (but most 
of that between 2009 and 2011)

• 3.7 million sq. ft. in Denver

• Vacancy rates in marijuana eligible 
locations fell further, and rents rose 
higher, than in other locations

• At lease rates twice or three times the 
non-marijuana warehouse rates

• But the typical lease was only 10,000-
20,000 sq. ft.

• And all that space made up only 2.6% 
of Denver warehouse space

• CBRE 2015



Q: What about the manufacturing 
and testing facilities?

A: They often co-located in 
warehouse facilities or 
occupied light or heavy 
industrial space

o They may only occupy 10% as 
much space as the cultivation 
facilities

o So they are generally accounted 
for in the warehouse lease rate 
data.



Q:  What about the retail sales 
facilities?

A:  The impact has been relatively 
small

• Although there are five times as many 
as freestanding (non-grocery) 
Starbucks stores, CBRE estimates that 
each one occupies only about 1,000 
sq. ft.

• Total occupied space is estimated at 
428,000 sq. ft. = 2.8% of retail market

• Mostly underused Class B and C space 

• Revenue from extractives (oils and 
candies) now exceeds revenue from 
leaf business. 



Q: What Does the Future Hold?

A: Changes in the warehouse 
market as more states legalize 
grow operations

o Prices for marijuana are already 
falling

o Some grow operations are 
actually serving out of state 
customers, and will lose those 
customers when closer grow 
operations are available

o It is much cheaper to grow in 
greenhouses rather than 
warehouses, so legalization in 
warmer states will create 
competition



Q: What Does the Future Hold?

A: Changes in the warehouse 
market as more states legalize 
grow operations

o Building owners used to receiving 
twice to five times normal 
warehouse rents will be reluctant 
to lower rents quickly

o The need to recoup costs of very 
high intensity lighting, very heavy 
duty HVAC, security systems, and 
visibility barriers in already aged 
B and C class buildings will 
further slow down rent 
adjustments – and could result in 
more vacancies



Q: What Does the Future Hold?

A: Changes in the warehouse 
market as more states legalize 
grow operations

o It is not clear what it will cost to 
address pollen and/or odor issues 
in grow warehouses, because 
none have yet been retrofitted 
back to non-marijuana uses to 
date

o Those costs will also slow down 
market adjustments, and may 
also contribute to vacancies



Q:  What Does the Future Hold?

A:  Possible adjustments in tourism 
and related retail facilities

o In 2015, Hotels.com ranked 
Colorado as its 14th most popular 
tourism destination – up five spots 
from the prior year

o In 2014, 44% of retail marijuana 
sales were made to out-of-state 
visitors.  In mountain towns that 
figure may be closer to 90%

o Those numbers will probably 
weaken as more states legalize

o However, marijuana sales are less 
subject to competition from on-line 
retailers than other types of retail
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