Washington State
Liquor Control Board

Washington State Liquor Control Board Meeting

Wednesday, February 25, 2015, 10:00 a.m.
Boardroom, LCB Headquarters - 3000 Pacific Avenue SE, Olympia WA 98501

Meeting Agenda

1. CALL TO ORDER

2. APPROVAL OF MEETING MINUTES
Approval of February 11, 2015, Meeting Minutes

3. ACTION ITEMS

Presenter - Karen McCall, Agency Rules Coordinator
A. Board Adoption of Emergency Rules for Recreational Marijuana

4. PUBLIC HEARINGS

Presenter - Karen McCall, Agency Rules Coordinator
A. Public Hearing on Outside Service Requirements
B. Public Hearing on Spirits Sampling by Spirits Retail Licensees

5. WEEKLY MARIJUANA LICENSING UPDATE

Presenter - Frank O’Dell, Marijuana Supervisor

6. ADDITIONAL BUSINESS
Citizens are invited to address the Board concisely.

7. ADJOURN

Please note - meeting agendas are subject to change to accommodate LCB business needs
Complete meeting packets are available online: http://Icb.wa.qov/boardmeetings/board _meetings

For questions about agendas or meeting materials you may email maureen.malahovsky@Icb.wa.gov or call 360.664.1717



http://lcb.wa.gov/boardmeetings/board_meetings
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Washington State
Liquor Control Board

Date: February 25, 2015

To: Jane Rushford, Board Chair
Ruthann Kurose, Board Member
Russ Hauge, Board Member

From: Karen McCall, Agency Rules Coordinator

Copy: Rick Garza, Agency Director
Randy Simmons, Deputy Director
Justin Nordhorn, Chief of Enforcement
Becky Smith, Licensing Director

Subject: Approval for Emergency Rules for Recreational Marijuana

These emergency rules are needed to clarify the maximum amount of space for
marijuana production, what products a marijuana retailer is prohibited from selling to
consumers and the certification required for all professional grade closed loop extraction
systems used by marijuana processors.

The emergency rules also include clarification on the security and surveillance
requirements at a marijuana licensed premises and the good laboratory practice
checklist.

The emergency rules are necessary for the preservation of the public health, safety, and
general welfare. The rule becomes effective upon filing with the Code Reviser’s Office
and will expire June 25, 2015, 120 days after filing.

These emergency rules were originally adopted by the board on October 22, 2014, and
expired on February 19, 2015.

The emergency rules will become part of the permanent rulemaking the board opened

on June 11, 2014, which also includes revisions to marijuana rules in chapter 314-55
WAC which will include these rules as well as rules to implement 2014 legislation.

Process
The Rules Coordinator requests approval to file emergency rule described above.

If approved for filing, timeline is outlined below:
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February 25, 2015 The Board is asked to approve filing the emergency rule
February 25, 2015 The emergency rules becomes effective
June 25, 2015 The emergency rule expires
Approve Disapprove
Jane Rushford, Chairman Date
Approve Disapprove

Ruthann Kurose, Board Member Date

Approve Disapprove

Russ Hauge, Board Member Date

Attachment: Emergency Rule
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Washington State Liquor Control Board

Issue Paper

Emergency Rules for Recreational Marijuana
Date: February 25, 2015

Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board for
emergency rules to clarify the maximum amount of space for marijuana
production, what products a marijuana retailer is prohibited from selling to
consumers and the certification required for all professional grade closed loop
extraction systems used by marijuana processors.

The emergency rules also include clarification on the security and surveillance
requirements at a marijuana licensed premises and the good laboratory practice
checklist.

Why is rule making necessary?

Security and surveillance systems at a marijuana licensed premises must ensure
that all parts of the premises are covered by security at all times to protect public
safety. Emergency rules are needed to provide additional clarity to the marijuana
rules in this area. To protect public safety and welfare it is important to ensure
that all closed loop extraction systems used by marijuana processors are certified
to be professional grade systems.

What changes are being proposed?

Amended Section. WAC 314-55-075 What is a marijuana producer license
and what are the requirements and fees related to a marijuana producer
license? Revised language relating to the total amount of space for marijuana
production.

Amended section. WAC 314-55-079. What is a marijuana retailer and what
are the requirements and fees related to a marijuana retailer license?

Added language regarding marijuana infused products that are prohibited for sale
in marijuana retail stores.

Amended section. WAC 314-55-083 What are the security requirements for

a marijuana licensee? Added language that requires all nonemployee visitors
to a marijuana producer or processor facility must be issued an identification
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badge issued by the licensee. Clarified language for the surveillance system
requirements. Clarified “controlled access areas”.

New section. WAC 314-55-103 Good laboratory practice checklist. Added a
new section to include the good laboratory practice checklist.

Amended section. WAC 314-55-104 Marijuana processor license extraction
requirements. Added requirement that the applicant must provide certification
to the board that their extraction equipment is a professional grade closed loop
system that was commercially manufactured and built to codes of recognized
and generally accepted good engineering practices.
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NEW SECTION

WAC 314-55-103 Good laboratory practice checklist. A third-par-
ty testing lab must be certified by the WSLCB or its vendor as meeting
the board®"s accreditation and other requirements prior to conducting
required quality assurance tests. The following checklist will be used
by the board or its vendor to certify third-party testing labs:

Document
ORGANIZATION Reference Y N | NA Comments

1. The laboratory or the organization of which it is
part shall be an entity that can be held legally
responsible.

2. The laboratory conducting third-party testing
shall have no financial interest in a licensed
producer or processor for which testing is being
conducted.

a. If the laboratory is part of an organization
performing activities other than testing and/or
calibration, the responsibilities of key personnel
in the organization that have an involvement or
influence on the testing and/or calibration
activities of the laboratory shall be defined in
order to identify potential conflicts of interest.

3. The laboratory shall have policies and
procedures to ensure the protection of its client's
confidential information and proprietary rights,
including procedures for protecting the
electronic storage and transmission of results.

4. The laboratory is responsible for all costs of
initial certification and ongoing site assessments.

5. The laboratory must agree to site assessments
every two years to maintain certification.

6. The laboratory must allow WSLCB staff or their
representative to conduct physical visits and
check 1-502 related laboratory activities at any
time.

7. The laboratory must report all test results
directly into WSLCB's traceability system within
twenty-four hours of completion. Labs must also
record in the traceability system an
acknowledgment of the receipt of samples from
producers or processors and verify if any unused
portion of the sample was destroyed or returned
to the customer.

Document
HUMAN RESOURCES Reference Y N | NA Comments

8. Job descriptions for owners and all employees:
Key staff.

9. Qualifications of owners and staff: CVs for staff
on file.

a. Have technical management which has overall
responsibility for the technical operations and the
provision of the resources needed to ensure the
required quality of laboratory operations.

b. Documentation that the scientific director meets
the requirements of WSLCB rules.
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HUMAN RESOURCES

Document
Reference

NA

Comments

Chain of command, personnel organization/flow
chart, dated and signed by the laboratory
director.

Written documentation of delegation of
responsibilities (assigned under chapter 314-55
WAC as related to quality assurance testing) to
qualified personnel, signed and dated by the
laboratory director.

Documentation of employee competency: Prior
to independently analyzing samples, testing
personnel must demonstrate acceptable
performance on precision, accuracy, specificity,
reportable ranges, blanks, and unknown
challenge samples (proficiency samples or
internally generated quality controls). Dated and
signed by the laboratory director.

Designate a quality manager (however named)
who, irrespective of other duties and
responsibilities, shall have defined responsibility
and authority for ensuring that the quality system
is implemented and followed; the quality
manager shall have direct access to the highest
level of management at which decisions are
made on laboratory policy or resources.

10.

Written and documented system detailing the
qualifications of each member of the staff.

The need to require formal qualification or
certification of personnel performing certain
specialized activities shall be evaluated and
implemented where necessary.

11.

Standard operating procedure manual that details
records of internal training provided by facility
for staff. Laboratory director must approve, sign
and date each procedure.

Instructions on regulatory inspection and
preparedness.

Instruction on law enforcement interactions.

Information on U.S. federal laws, regulations,
and policies relating to individuals employed in
these operations, and the implications of these
for such employees.

Written and documented system of employee
training on hazards (physical and health) of
chemicals in the workplace, including prominent
location of MSDS sheets and the use of
appropriate PPE.

Written and documented system on the
competency of personnel on how to handle
chemical spills and appropriate action; spill kit
on-site and well-labeled, all personnel know the
location and procedure.

Information on how employees can access
medical attention for chemical or other
exposures, including follow-up examinations
without cost or loss of pay.

Biosafety and sterile technique training.

[2]
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STANDARD OPERATING PROCEDURES

Document
Reference

NA

Comments

12.

134

— X - 7Q -~

As appropriate, laboratory operations covered by
procedures shall include but not be limited to the
following:

Environmental, safety and health activities;
Sample shipping and receipt;

Laboratory sample chain of custody and material
control;

Notebooks/logbooks;

Sample storage;

Sample preparation;

Sample analysis;

Standard preparation and handling;
Post-analysis sample handling;

Control of standards, reagents and water quality;
Cleaning of glassware;

Waste minimization and disposition.

H
w

o
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The following information is required for
procedures as appropriate to the scope and
complexity of the procedures or work requested:

Scope (e.g., parameters measured, range, matrix,
expected precision, and accuracy);

Unique terminology used,;

Summary of method;
Interferences/limitations;

Approaches to address background corrections;
Apparatus and instrumentation;

Reagents and materials;

Hazards and precautions;

Sample preparation;

Apparatus and instrumentation setup;

Data acquisition system operation;
Calibration and standardization;

Procedural steps;

QC parameters and criteria;

Statistical methods used,;

Calculations;

Assignment of uncertainty;

Forms used in the context of the procedure.

FACILITIES AND EQUIPMENT

Document
Reference

NA

Comments

14.

Allocation of space: Adequate for number of
personnel and appropriate separation of work
areas.

15.

Arrangement of space.

Allows for appropriate work flow, sampling, lab
space separate from office and break areas.

Employee bathroom is separate from any
laboratory area.

16.

Adequate eyewash/safety showers/sink.

[31]
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FACILITIES AND EQUIPMENT

Document
Reference

NA

Comments

17.

Procurement controls.

The laboratory shall have procedure(s) for the
selection and purchasing of services and supplies
it uses that affect the quality of the tests and/or
calibrations. Procedures shall exist for the
purchase, receipt and storage of reagents and
laboratory consumable materials relevant for the
tests and calibrations.

The laboratory shall ensure that purchased
supplies and reagents and consumable materials
that affect the quality of tests and/or calibrations
are inspected or otherwise verified as complying
with standard specifications or requirements
defined in the methods for the tests and/or
calibrations concerned.

Prospective suppliers shall be evaluated and
selected on the basis of specified criteria.

Processes to ensure that approved suppliers
continue to provide acceptable items and
services shall be established and implemented.

When there are indications that subcontractors
knowingly supplied items or services of
substandard quality, this information shall be
forwarded to appropriate management for action.

Utilities.

Electrical:

Outlets: Adequate, unobstructed, single use, no
multi-plug adaptors;

No extension cords;
Ground fault circuit interrupters near wet areas.

Plumbing:

Appropriateness of sink usage: Separate for
work/personal use;

Adequate drainage from sinks or floor drains;
Hot and cold running water.

Ventilation:

Areas around solvent use or storage of waste
solvent;

Vented hood for any microbiological analysis -
Class 1l Type A biosafety cabinet.

Vacuum:

Appropriate utilities/traps for prevention of
contamination.

Shut-off controls: Located outside of the
laboratory.

19.

Waste disposal: Appropriate for the type of
waste and compliant with WAC 314-55-097,
Marijuana waste disposal—Liquids and solids.

20.

Equipment list.

Equipment and/or systems requiring periodic
maintenance shall be identified and records of
major equipment shall include:

Name;
Serial number or unique identification;

[41]
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Document

FACILITIES AND EQUIPMENT Reference NA Comments
iii. Date received and placed in service;
iv. Current location;
v. Condition at receipt;
vi.  Manufacturer's instructions;
vii.  Date of calibration or date of next calibration;
viii. Maintenance;
ix. History of malfunction.
21. Maintenance.

a. Regular preventive maintenance of equipment
demonstration in logbook including, but not
limited to: Thermometer calibration, pipette
calibrations, analytical balances, and analytical
equipment. Documentation of a schedule and
reviewed by the laboratory director.

b. Documentation of curative maintenance in
logbook, signed and dated by laboratory director.

c. Temperature maintenance log book for
refrigerators.

d. Decontamination and cleaning procedures for:

i. Instruments;

ii. Bench space;

iii. Ventilation hood.

e. Documentation of adequacy of training of
personnel and responsibility for each
maintenance task.

f.  The organization shall describe or reference how
periodic preventive and corrective maintenance
of measurement or test equipment shall be
performed to ensure availability and satisfactory
performance of the systems.

22. Computer systems.

a. Adequate for sample tracking.

b. Adequate for analytical equipment software.
Software control requirements applicable to both
commercial and laboratory developed software
shall be developed, documented, and
implemented.

d. Inaddition, procedures for software control shall
address the security systems for the protection of
applicable software.

e. For laboratory-developed software, a copy of the
original program code shall be:

i. Maintained;

ii.  All changes shall include a description of the
change, authorization for the change;

ili. Test data that validates the change.

f.  Software shall be acceptance tested when
installed, after changes, and periodically during
use, as appropriate.

g. Testing may consist of performing manual
calculations or checking against another software
product that has been previously tested, or by
analysis of standards.
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FACILITIES AND EQUIPMENT

Document
Reference

NA

Comments

The version and manufacturer of the software
shall be documented.

Commercially-available software may be
accepted as supplied by the vendor. For vendor
supplied instrument control/data analysis
software, acceptance testing may be performed
by the laboratory.

23.

Security.

Written facility security procedures during
operating and nonworking hours.

Roles of personnel in security.

SOP for controlled access areas and personnel
who can access.

Secured areas for log-in of sample, and for short
and long-term storage of samples.

24,

Storage.

Appropriate and adequate for sample storage
over time. The laboratory shall monitor, control
and record environmental conditions as required
by the relevant specifications, methods and
procedures or where they influence the quality of
the results. Due attention shall be paid, for
example, to biological sterility, dust,
electromagnetic disturbances, humidity,
electrical supply, temperature, and sound and
vibration levels, as appropriate to the technical
activities concerned.

Adequate storage of chemical reference
standards.

Appropriate storage of any reagents: Fireproof
cabinet, separate cabinet for storage of any acids.

Appropriate safe and secure storage of
documents etc., archiving, retrieval of,
maintenance of and security of data for a period
of three years.

QA PROGRAM AND TESTING

Document
Reference

NA

Comments

25.

Sampling/sample protocols: Written and
approved by the laboratory director.

Demonstrate adequacy of the chain-of-custody
tracking upon receipt of sample including all
personnel handling the sample.

Sampling method (representative of an entire
batch) including, but not limited to,
homaogenization, weighing, labeling, sample
identifier (source, lot), date and tracking.

Condition of the sample: Macroscopic and
foreign matter inspection - Fit for purpose test.
Scientifically valid testing methodology: Either
AHP monograph compliant, other third-party
validation.

Failed inspection of product: Tracking and
reporting.

Return of failed product documentation and
tracking.

Disposal of used/unused samples documentation.

[61]
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QA PROGRAM AND TESTING

Document
Reference

NA

Comments

Sample preparation, extraction and dilution SOP.

Demonstration of recovery for samples in
various matrices (SOPSs):

Plant material - Flower;

Edibles (solid and liquid meant to be consumed
orally);

Topical,
Concentrates.

Data protocols.

Calculations for quantification of cannabinoid
content in various matrices - SOPs.

Determination of the range for reporting the
quantity (LOD/LOQ) data review or generation.

Reporting of data: Certificates of analysis (CA) -
Clear and standardized format for consumer
reporting.

Documentation that the value reported in the CA
is within the range and limitations of the
analytical method.

Documentation that qualitative results (those
below the LOQ but above the LOD) are reported
as "trace," or with a nonspecific (numerical)
designation.

Documentation that the methodology has the
specificity for the degree of quantitation
reported. Final reports are not quantitative to any
tenths or hundredths of a percent.

Use of appropriate "controls": Documentation of
daily use of positive and negative controls that
challenge the linearity of the curve; and/or an
appropriate "matrix blank" and control with
documentation of the performance for each
calibration run.

27.

Chemical assay procedure/methodology.

28.

Proficiency:

Documentation of use of an appropriate internal
standard for any quantitative measurements as
applicable to the method.

Appropriate reference standards for
quantification of analytes, performing and
documenting a calibration curve with each
analysis.

Demonstration of calibration curve r2 value of no
less than 0.995 with a minimum of four points
within the range.

Documentation of any proficiency testing as it
becomes available. Laboratory director must
review, evaluate and report to the WSLCB any
result that is outside the stated acceptable margin
of error.

29.

Method validation: Scientifically valid testing
methodology: Either AHP monograph
compliant, other third-party validation; or

L 71
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QA PROGRAM AND TESTING

Document
Reference

NA

Comments

30.

Level Il validation of methodology used for
quantification of THC, THCA and CBD for total
cannabinoid content (if reporting other
cannabinoids, the method must also be validated
for those compounds):

Single lab validation parameters are
demonstrated for GC, HPLC data review:

Linearity of reference standards;

Use of daily standard curve;

Accuracy;

Precision;

Recovery (5 determinations not less than 90%);

Reproducibility over time within a relative
standard deviation of 5%.

Dynamic range of the instrumentation: Limits of
quantification (LOQ) and limits of detection
(LOD).

Vil.
viii.

Matrix extensions for each type of product
tested, data review of recovery for:

Solvent-based extract;
CO, extraction or other "hash oil";

Extract made with food grade ethanol;

Extract made with food grade glycerin or
propylene glycol;

Infused liquids;

Infused solids;

Infused topical preparations;
Other oils, butter or fats.

Presence of QC samples and recording of daily
testing.

Appropriate use of an internal reference
standard.

Daily monitoring of the response of the
instrument detection system.

Other methods.

Microbiological methods fit for purpose.

Microbial contaminants within limits of those
listed in the most recent AHP monograph and
otherwise directed by WSLCB.

Moisture content testing fit for purpose.
Scientifically valid testing methodology: Either
AHP monograph compliant, other third-party
validation.

Solvent residuals testing fit for purpose; solvent
extracted products made with class 3 or other
solvents used are not to exceed 0.5% residual
solvent by weight or 500 parts per million (PPM)
per one gram of solvent based product and are to
be tested.

Any other QA/QC methods is proven to be fit
for purpose.

32.

Laboratory notebooks.

Legible and in ink (or computerized system).

[81]
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QA PROGRAM AND TESTING

Document
Reference

NA

Comments

Signed and dated.

Changes initialed and dated.

Periodically reviewed and signed by a
management representative.

33.

Preventive/corrective action.

The laboratory shall have a process in place to
document quality affecting preventive/corrective
actions through resolution.

34.

Periodic management review.

Laboratory management shall periodically
review its quality system and associated
procedures to evaluate continued adequacy. This
review shall be documented.

[9]
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AMENDATORY SECTION (Amending WSR 14-07-116, filed 3/19/14, effective
4/19/14)

WAC 314-55-083 What are the security requirements for a marijua-
na licensee? The security requirements for a marijuana licensee are
as follows:

(1) Display of 1identification badge. All employees on the li-
censed premises shall be required to hold and properly display an
identification badge issued by the licensed employer at all times
while on the licensed premises. All nonemployee visitors to the li-
censed premises, other than retail store customers, shall be required
to hold and properly display an identification badge issued by the li-
censee at all times while on the licensed premises. A log must be kept
and maintained showing the full name of each visitor entering the li-
censed premises, badge number issued, the time of arrival, time of de-
parture, and the purpose of the visit. All log records must be main-
tained on the licensed premises for a period of three years and are
subject to inspection by any liquor control board employee or law en-
forcement officer, and must be copied and provided to the liquor con-
trol board or law enforcement officer upon request.

(2) Alarm systems. At a minimum, each licensed premises must have
a security alarm system on all perimeter entry points and perimeter
windows. Motion detectors, pressure switches, duress, panic, and hold-
up alarms may also be utilized.

(3) Surveillance system. At a minimum, a licensed premises must

have a complete video surveillance with minimum camera resolution of
640x470 plxels and cameras must be |nternet protocol ap) compatlble

). All cameras must be flxed and Dlacement shall
allow for the clear and certain identification of any person and ac-
tivities in _controlled areas of the licensed premises. All entrances
and exits to an indoor facility shall be recorded from both indoor and
outdoor, or ingress and egress vantage points. All cameras must record
continuously twenty-four hours per day and at a minimum of ten frames
per second. The surveillance system storage device must be secured on
the licensed premises in a lockbox, cabinet, closet, or secured iIn an-
other manner to protect from employee tampering or criminal theft. All
surveillance recordings must be kept for a minimum of forty-five days
on _the licensee"s recording device. All videos are subject to inspec-
tion by any liquor control board employee or law enforcement officer,
and must be copied and provided to the liquor control board or law en-
forcement officer upon request. All recorded images must clearly and

accurately display the time and date. Time is to be measured in ac-
cordance with the U.S. National Institute Standards and Technology
standards.

(@) ((AH—eontrolled—aceess—areass;—security—roomstareas—and—at
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sons—anhd—activitiesatalltimes-

H)) Controlled areas include:

(i) Any area within an indoor, greenhouse or outdoor room or area
where marijuana 1S grown, Or marijuana or marijuana waste is being
moved within, processed, stored, or destroyed. Booms or areas where
marijuana or marijuana waste 1S never present are not considered con-
trol areas and do not require camera coverage.

(ii) All point-of-sale (POS) areas.

(iii) Twenty feet of the exterior of the perimeter of all re-
quired fencing and gates enclosing an outdoor grow operation. Any gate
or other entry point that is part of the required enclosure for an
outdoor growing operation must be lighted in low-light conditions. A
motion detection lighting system may be employed to light the gate
area in low-light conditions.

(iv) Any room or area storing a surveillance system storage de-
vice.

(b) All marijuana or marijuana-infused products that are intended
to be removed or transported (( H H

i )) between
two licensed premises shall be staged in an area known as the "quaran-
tine” location for a minimum of twenty-four hours. Transport manifest
with product information and weights must be affixed to the product.
At no time during the quarantine period can the product be handled or
moved under any circumstances and is subject to auditing by the liquor
control board or designees.

)

i =)

(4) Traceability: To prevent diversion and to promote public
safety, marijuana licensees must track marijuana from seed to sale.
Licensees must provide the required information on a system specified
by the board. All costs related to the reporting requirements are
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borne by the licensee. Marijuana seedlings, clones, plants, lots of
usable marijuana or trim, leaves, and other plant matter, batches of
extracts, marijuana-infused products, samples, and marijuana waste
must be traceable from production through processing, and finally into
the retail environment including being able to identify which lot was
used as base material to create each batch of extracts or infused
products. The following information is required and must be kept com-
pletely up-to-date in a system specified by the board:

(a) Key notification of "events," such as when a plant enters the
system (moved from the seedling or clone area to the vegetation pro-
duction area at a young age);

(b) When plants are to be partially or fully harvested or de-
stroyed;

(c) When a lot or batch of marijuana, marijuana extract, marijua-
na-infused product, or marijuana waste is to be destroyed;

(d) When wusable marijuana or marijuana-infused products are
transported;

(e) Any theft of usable marijuana, marijuana seedlings, clones,
plants, trim or other plant material, extract, infused product, seed,
plant tissue or other item containing marijuana;

(F) There is a seventy-two hour mandatory waiting period after
the notification described in this subsection is given before any
plant may be destroyed, a lot or batch of marijuana, marijuana ex-
tract, marijuana-infused product, or marijuana waste may be destroyed;

(g) There is a twenty-four hour mandatory waiting period after
the notification described in this subsection to allow for inspection
before a lot of marijuana iIs transported from a producer to a process-
or;

(h) There is a twenty-four hour mandatory waiting period after
the notification described in this subsection to allow for inspection
before usable marijuana, or marijuana-infused products are transported
from a processor to a retailer;

(i) Prior to reaching eight inches in height or width, each mari-
juana plant must be tagged and tracked individually, which typically
should happened when a plant is moved from the seed germination or
clone area to the vegetation production area;

(J) A complete inventory of all marijuana, seeds, plant tissue,
seedlings, clones, all plants, lots of usable marijuana or trim,
leaves, and other plant matter, batches of extract, marijuana-infused
products, and marijuana waste;

(k) All point of sale records;

(1) Marijuana excise tax records;

(m) All samples sent to an independent testing lab, any sample of
unused portion of a sample returned to a licensee, and the quality as-
surance test results;

(n) All free samples provided to another licensee for purposes of
negotiating a sale;

(o) All samples used for testing for quality by the producer or
processor;

(p) Samples containing usable marijuana provided to retailers;

(g) Samples provided to the board or their designee for quality
assurance compliance checks; and

(r) Other information specified by the board.

(5) Start-up inventory for marijuana producers. Within Tfifteen
days of starting production operations a producer must have all non-
flowering marijuana plants physically on the licensed premises. The
producer must, within twenty-four hours, record each marijuana plant
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that enters the facility In the traceability system during this fif-
teen day time frame. No flowering marijuana plants may be brought into
the facility during this fifteen day time frame. After this fifteen
day time frame expires, a producer may only start plants from seed or
create clones from a marijuana plant located physically on their li-
censed premises, or purchase marijuana seeds, clones, or plants from
another licensed producer.

(6) Samples. Free samples of usable marijuana may be provided by
producers or processors, or used for product quality testing, as set
forth in this section.

(a) Samples are limited to two grams and a producer may not pro-
vide any one licensed processor more than four grams of usable mari-
juana per month free of charge for the purpose of negotiating a sale.
The producer must record the amount of each sample and the processor
receiving the sample in the traceability system.

(b) Samples are limited to two grams and a processor may not pro-
vide any one licensed retailer more than four grams of usable marijua-
na per month free of charge for the purpose of negotiating a sale. The
processor must record the amount of each sample and the retailer re-
ceiving the sample in the traceability system.

(c) Samples are limited to two units and a processor may not pro-
vide any one licensed retailer more than six ounces of marijuana in-
fused in solid form per month free of charge for the purpose of nego-
tiating a sale. The processor must record the amount of each sample
and the retailer receiving the sample in the traceability system.

(d) Samples are limited to two units and a processor may not pro-
vide any one licensed retailer more than twenty-four ounces of mari-
Jjuana-infused liquid per month free of charge for the purpose of nego-
tiating a sale. The processor must record the amount of each sample
and the retailer receiving the sample in the traceability system.

(e) Samples are limited to one-half gram and a processor may not
provide any one licensed retailer more than one gram of marijuana-in-
fused extract meant for inhalation per month free of charge for the
purpose of negotiating a sale. The processor must record the amount of
each sample and the retailer receiving the sample in the traceability
system.

() Producers may sample one gram of usable marijuana per strain,
per month for quality sampling. Sampling for quality may not take
place at a licensed premises. Only the producer or employees of the
licensee may sample the usable marijuana for quality. The producer
must record the amount of each sample and the employee(s) conducting
the sampling in the traceability system.

(g) Processors may sample one unit, per batch of a new edible
marijuana-infused product to be offered for sale on the market. Sam-
pling for quality may not take place at a licensed premises. Only the
processor or employees of the licensee may sample the edible marijua-
na-infused product. The processor must record the amount of each sam-
ple and the employee(s) conducting the sampling in the traceability
system.

(h) Processors may sample up to one quarter gram, per batch of a
new marijuana-infused extract for inhalation to be offered for sale on
the market. Sampling for quality may not take place at a licensed
premises. Only the processor or employee(s) of the licensee may sample
the marijuana-infused extract for inhalation. The processor must re-
cord the amount of each sample and the employee(s) conducting the sam-
pling in the traceability system.
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(i) The limits described in subsection (3) of this section do not
apply to the usable marijuana iIn sample jars that may be provided to
retailers described in WAC 314-55-105(8).

(J) Retailers may not provide free samples to customers.
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AMENDATORY SECTION (Amending WSR 14-10-044, filed 4/30/14, effective
5/31/14)

WAC 314-55-075 What is a marijuana producer license and what are
the requirements and fees related to a marijuana producer license?
(1) A marijuana producer license allows the licensee to produce, har-
vest, trim, dry, cure, and package marijuana into lots for sale at
wholesale to marijuana processor licensees and to other marijuana pro-
ducer licensees. A marijuana producer can also produce and sell mari-
juana plants, seed, and plant tissue culture to other marijuana pro-
ducer licensees. Marijuana production must take place within a fully
enclosed secure indoor TfTacility or greenhouse with rigid walls, a
roof, and doors. Outdoor production may take place in nonrigid green-
houses, other structures, or an expanse of open or cleared ground
fully enclosed by a physical barrier. To obscure public view of the
premises, outdoor production must be enclosed by a sight obscure wall
or fence at least eight feet high. Outdoor producers must meet securi-
ty requirements described in WAC 314-55-083.

(2) The application fee for a marijuana producer license iIs two
hundred fifty dollars. The applicant is also responsible for paying
the fees required by the approved vendor for fingerprint evaluation.

(3) The annual fee for issuance and renewal of a marijuana pro-
ducer license i1s one thousand dollars. The board will conduct random
criminal history checks at the time of renewal that will require the
licensee to submit fingerprints for evaluation from the approved ven-
dor. The Hlicensee will be responsible for all fees required for the
criminal history checks.

(4) The board will initially limit the opportunity to apply for a
marijuana producer license to a thirty-day calendar window beginning
with the effective date of this section. In order for a marijuana pro-
ducer application license to be considered it must be received no lat-
er than thirty days after the effective date of the rules adopted by
the board. The board may reopen the marijuana producer application
window after the initial evaluation of the applications received and
at subsequent times when the board deems necessary.

(5) Any entity and/or principals within any entity are limited to
no more than three marijuana producer licenses.

(6) The maximum amount of space for marijuana production is Ini-
tially limited to two million square feet, to be increased based on
marketplace demand, but not to exceed eight and one-half million
square feet without board approval. Applicants must designate on their
operating plan the size category of the production premises and the
amount of actual square footage in their premises that will be desig-
nated as plant canopy. There are three categories as follows:

(a) Tier 1 — Less than two thousand square feet;

(b) Tier 2 — Two thousand square feet to ten thousand square
feet; and

(c) Tier 3 — Ten thousand square feet to thirty thousand square
feet.

(7) The board may reduce a licensee"s or applicant™s square foot-
age designated to plant canopy for the following reasons:

(a) If the amount of square feet of production of all licensees
exceeds the maximum of two million square feet the board will reduce
the allowed square footage by the same percentage.
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(b) 1If fifty percent production space used for plant canopy iIn
the licensee"s operating plan is not met by the end of the first year
of operation the board may reduce the tier of licensure.

(8) If the total amount of square feet of marijuana production
exceeds two million square feet, the board reserves the right to re-
duce all licensee®s production by the same percentage or reduce licen-
see production by one or more tiers by the same percentage.

(9) The maximum allowed amount of marijuana on a producer®s prem-
ises at any time is as follows:

(a) Outdoor or greenhouse grows — One and one-quarter of a year"s
harvest; or

(b) Indoor grows — Six months of their annual harvest.
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AMENDATORY SECTION (Amending WSR 14-10-044, filed 4/30/14, effective
5/31/14)

WAC 314-55-079 What is a marijuana retailer license and what are
the requirements and fees related to a marijuana retailer license?
(1) A marijuana retailer license allows the licensee to sell only usa-
ble marijuana, marijuana-infused products, and marijuana paraphernalia
at retail in retail outlets to persons twenty-one years of age and
older. Marijuana-infused products listed in WAC 314-55-077(6) are pro-
hibited for sale by a marijuana retail licensee.

(2) Marijuana extracts, such as hash, hash oil, shatter, and wax
can be infused in products sold in a marijuana retail store, but RCW
69.50.354 does not allow the sale of extracts that are not infused in
products. A marijuana extract does not meet the definition of a mari-
Jjuana-infused product per RCW 69.50.101.

(3) Internet sales and delivery of product to customers is pro-
hibited.

(4) The application fee for a marijuana retailer®s license is two
hundred fifty dollars. The applicant is also responsible for paying
the fees required by the approved vendor for fingerprint evaluation.

(5) The annual fee for issuance and renewal of a marijuana re-
tailer®s license i1s one thousand dollars. The board will conduct ran-
dom criminal history checks at the time of renewal that will require
the licensee to submit fingerprints for evaluation from the approved
vendor. The licensee will be responsible for all fees required for the
criminal history checks.

(6) Marijuana retailers may not sell marijuana products below
their acquisition cost.

(7) Marijuana retailer licensees are allowed to have a maximum of
four months of their average iInventory on their licensed premises at
any given time.

(8) A marijuana retailer may transport product to other locations
operated by the licensee or to return product to a marijuana processor
as outlined in the transportation rules in WAC 314-55-085.

(9) A marijuana retailer may not accept a return of product that
has been opened.

AMENDATORY SECTION (Amending WSR 14-10-044, filed 4/30/14, effective
5/31/14)

WAC 314-55-104 Marijuana processor license extraction require-
ments. (1) Processors are limited to certain methods, equipment, sol-
vents, gases and mediums when creating marijuana extracts.

(2) Processors may use the hydrocarbons N-butane, isobutane, pro-
pane, or heptane or other solvents or gases exhibiting low to minimal
potential human health-related toxicity approved by the board. These
solvents must be of at least ninety-nine percent purity and a process-
or must use them in a professional grade closed loop extraction system
designed to recover the solvents, work In an environment with proper
ventilation, controlling all sources of ignition where a flammable at-
mosphere is or may be present.

[ 1] 0TS-7002.1





(3) Processors may use a professional grade closed loop CO, gas

extraction system where every vessel is rated to a minimum of nine
hundred pounds per square inch. The CO, must be of at least ninety-
nine percent purity.

(4) Certification must be provided to the liquor control board
for professional grade closed loop systems used by processors ((must
be)) to certify that the system was commercially manufactured and
built to codes of recognized and generally accepted good engineering
practices, such as:

(a) The American Society of Mechanical Engineers (ASME);

(b) American National Standards Institute (ANSI);

(c) Underwriters Laboratories (UL); or

(d) The American Society for Testing and Materials (ASTM).

(5) Professional closed loop systems, other equipment used, the
extraction operation, and facilities must be approved for their use by
the local fire code official and meet any required fire, safety, and
building code requirements specified iIn:

(a) Title 296 WAC;

(b) National Fire Protection Association (NFPA) standards;

(c) International Building Code (IBC);

(d) International Fire Code (IFC); and

(e) Other applicable standards including following all applicable
fire, safety, and building codes iIn processing and the handling and
storage of the solvent or gas.

(6) Processors may use heat, screens, presses, steam distilla-
tion, ice water, and other methods without employing solvents or gases
to create kief, hashish, bubble hash, or infused dairy butter, or oils
or fats derived from natural sources, and other extracts. Under WAC
314-55-077, infused dairy butter and oils or fats derived from natural
sources may be used to prepare infused edible products, but they may
not be prepared as stand-alone edible products for sale.

(7) Processors may use food grade glycerin, ethanol, and propy-
lene glycol solvents to create extracts.

(8) Processors creating marijuana extracts must develop standard
operating procedures, good manufacturing practices, and a training
plan prior to producing extracts for the marketplace. Any person using
solvents or gases in a closed looped system to create marijuana ex-
tracts must be fully trained on how to use the system, have direct ac-
cess to applicable material safety data sheets and handle and store
the solvents and gases safely.

(9) Parts per million for one gram of finished extract cannot ex-
ceed 500 parts per million or residual solvent or gas when quality as-
surance tested per RCW 69.50.348.
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Washington State Liquor Control Board

Issue Paper

Rules to Revise WAC 314-02-130 for Outside Service
Requirements

Date: January 7, 2015
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file
proposed rule revisions (CR 102) to WAC 314-02-130 for outside service
requirements.

Why is rule making necessary?

This rulemaking is a result of a petition for rulemaking submitted by the cities of
Seattle and Spokane. WAC 314-02-130 requires all outdoor alcohol service areas
be enclosed by a 42 inch high barrier. Both Seattle and Spokane have active
sidewalk café permitting programs. They have found the 42 inch barrier
requirement may have a doubly negative effect on their street level environment.
First, there is limited walkable space and the barrier requirement further
encroaches on the remaining walkable zone, thereby limiting pedestrian access.
Second, the barrier requirement around tables and chairs often does not allow
enough room for pedestrians, which results in restaurants being denied the
opportunity to have outdoor seating and the opportunity to expand their
business. The cities of Seattle and Spokane are requesting the board allow local
jurisdictions to decide where barriers are appropriate.

What changes are being proposed?

Amended Section. WAC 314-02-130 What types of changes to a
licensed premises require board approval? Added new subsections
allowing an exception to the 42 inch barrier for outside service areas if certain
requirements are met. The exception does not apply to beer gardens, standing
room only venues, and permitted special events.

CR 102- Extended and Outside Service 1 1/7/15






AMENDATORY SECTION (Amending WSR 11-01-133, filed 12/21/10,

1/21/11)

effective

WAC 314-02-130 What types of changes to a licensed premises re-

quire board approval?
require prior board approval,

board®s licensing and regulation division:

(3) For sidewalk cafe outside service,

Type of alteration

Approval process and
timeline

()

« Excluding persons under
twenty-one years of age
from a spirits, beer, and
wine restaurant or a spirits,
beer, and wine nightclub;

« Excluding persons under
twenty-one years of age
from the dining area of a
beer and/or wine
restaurant;

« Reclassifying a lounge as
open to persons under
twenty-one years of age;

« Extending the location of
alcohol service, such as a
beer garden or patio/deck
service (areas must be
enclosed with a barrier a
minimum of forty-two
inches in height);

« Initiating room service in
a hotel or motel when the
restaurant is not connected
to the hotel or motel;

(2 _

* Any alteration that
affects the size of a
premises' customer service
area.

(a) The board’s licensing
and regulation division
will make initial contact
on the request for
alteration within five
business days.

(b) The licensee may
begin liquor service in
conjunction with the
alteration as soon as
approval is received.

(c) Board approval will be
based on the alteration
meeting the requirements
outlined in this title.

(a) The board's licensing
and regulation division
will make an initial
response on the licensee's
request for alteration
within five business days.

(b) The licensee must
contact their local liquor
control agent when the
alteration is completed.

(c) The licensee may begin
liquor service in
conjunction with the
alteration after the
completed alteration is
inspected by the liquor
control agent.

(d) Board approval will be
based on the alteration
meeting the requirements
outlined in this title.

The fTollowing changes to a licensed premises
by submitting a form provided by the

the board allows local

regulations that,

in conjunction with a local

sidewalk cafe

ermit,

requires a forty-two inch barrier or permanent demarcation of the des-

[11]

0TS-6867.1





ignated alcohol serving areas for continued enforcement of the bounda-
ries.

(a) The permanent demarcation must be at all boundaries of the
outside service area;

(b) The permanent demarcation must be at least six inches in di-
ameter;

(c) The permanent demarcation must be placed at a minimum of ten
feet apart.

(4) There must be an attendant, wait staff, or server dedicated
to the outside service area when patrons are present.

(5) This exception only applies to restaurant liquor licenses
with sidewalk cafe service areas contiguous to the liquor licensed
premises. "'Contiguous' means touching along a boundary or at a point.

(6) This exception does not apply to beer gardens, standing room
only venues, and permitted special events. Board approval is still re-
quired with respect to sidewalk cafe barrier requirements.
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Washington State Liquor Control Board

Issue Paper

Rules to Revise WAC 314-02-106 Spirits Retail
Licenses

Date: January 7, 2015
Presented by:  Karen McCall, Agency Rules Coordinator

Description of the Issue

The purpose of this Issue Paper is to request approval from the Board to file
proposed rule revisions (CR 102) to WAC 314-02-106 Spirits Retail
Licenses.

Why is rule making necessary?

This rulemaking is a result of a petition for rulemaking submitted by Cindy
Zehnder, on behalf of Total Wines & More and Diageo, to delete the sentence
“Spirits samples must be unaltered” from WAC 314-02-106. Total Wine & More
would like to the ability to alter spirits with mixers, water, and/or ice, and better
educate their customers about the unique qualities of their products and provide
them with ideas for how those products can be served.

What changes are being proposed?
Amended Section. WAC 314-02-106 What is a spirits retail license.

Added language to allow spirits samples to be altered with mixers, water, and/or
ice.

CR 102- Spirits Tastings 1 1/7/15






AMENDATORY SECTION (Amending WSR 14-02-001, filed 12/18/13, effective
1/18/14)

WAC 314-02-106 What is a spirits retailer license? (1) A spi-
rits retailer licensee may not sell spirits under this license until
June 1, 2012. A spirits retailer is a retail license. The holder of a
spirits retailer license is allowed to:

(a) Sell spirits in original containers to consumers for off-
premises consumption;

(b) Sell spirits in original containers to permit holders (see
chapter 66.20 RCW);

(c) Sell spirits in original containers to on-premises liquor re-
tailers, for resale at their licensed premises, although no single
sale may exceed twenty-four liters, and single sales to an on-premises
licensee are limited to one per day; and

(d) Export spirits in original containers.

(2) A spirits retailer licensee that intends to sell to another
retailer must possess a basic permit under the Federal Alcohol Admin-
istration Act. This permit must provide for purchasing distilled spi-
rits for resale at wholesale. A copy of the federal basic permit must
be submitted to the board. A federal basic permit is required for each
location from which the spirits retailer licensee plans to sell to an-
other retailer.

(3) A sale by a spirits retailer licensee is a retail sale only
if not for resale to an on-premises spirits retailer. On-premises re-
tail licensees that purchase spirits from a spirits retail licensee
must abide by RCW 66.24.630.

(4) A spirits retail licensee must pay to the board seventeen
percent of all spirits sales. The Tfirst payment is due to the board
October 1, 2012, for sales from June 1, 2012, to June 30, 2012 (see
WAC 314-02-109 for quarterly reporting requirements).

Reporting of spirits sales and payment of fees must be submitted
on forms provided by the board.

(5) A spirits retail licensee may apply for a spirits sampling
endorsement to conduct spirits sampling i1f they meet the following
criteria:

(a) Be a participant in the responsible vendor program;

(b) Advertising:

(i) For spirits retail licensees that also hold a grocery store
license, signs advertising spirits samplings may not be placed in the
windows or outside of the premises that can be viewed from the public
right of way;

(i1) For spirits retail licensees that also hold a beer/wine spe-
cialty store license, advertising of spirits sampling may be adver-
tised but not state that sampling is free of charge.

(c) Spirits samplings are to be conducted in the following man-
ner:

(i) Spirits samplings service area and facilities must be located
within the licensees®™ fully enclosed retail area and must be of a size
and design that the licensee can observe and control persons in the
area.

(i1) The licensee must provide a sketch of the sampling area.
Fixed or moveable barriers are required around the sampling area to
ensure that persons under twenty-one years of age and apparently in-
toxicated persons cannot possess or consume alcohol. The sketch is to
be included with the application for the spirits sampling endorsement.
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(iii1) Each sample may be no more than one-half ounce of spirits,
and no more than a total of one and one-half ounces of spirits samples
per person during any one Visit to the premises. Spirits samples
((must—be—unaltered)) may be altered with mixers, water, and/or ice.

(iv) The licensee must have food available for the sampling par-
ticipants.

(v) Customers must remain in the service area while consuming
samples.

(vi) All employees serving spirits during sampling events must
hold a class 12 server permit.

(vii) There must be at least two employees on duty when conduct-
ing spirits sampling events.

(viiil) Spirits sampling activities are subject to RCW 66.28.305
and 66.28.040.

(d) Licensees are required to send a list of scheduled spirits
samplings to their regional enforcement office at the beginning of
each month. The date and time for each sampling must be included.

(6) The annual fee for a spirits retail license is one hundred
sixty-six dollars.
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