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Topic:   Petition for Adoption, Amendment, or Repeal of a State 
Administrative Rule – Concerns related to Unfair Trade 
Practices in the Cannabis Industry 

Date:    August 13, 2025 

Presented by: Denise Laflamme, Policy & Rules Coordinator 
 
Background 
 
On June 16, 2025, LCB received a petition for rulemaking and public discussion to 
address what are described as “unfair trade practices, perpetual sales and wholesale 
pricing disparities in the cannabis industry” from the law offices of Matthew Mattson on 
behalf of Seth Simpson of Greenside Recreational.  
 
See attachment for full petition request. In it, Mr. Mattson requests the LCB examine 
current wholesale pricing practices within the industry. The petitioner does not indicate 
which specific WAC sections are to be amended.  
 
Rationale for rule change and public discussion included in the correspondence:  

• Concerns about emerging disparities in pricing offered by producer/processors to 
retail license holders, 

• Larger retail licensees are leveraging their buying power to purchase entire lots 
or crop yields from producers at deep discounts not available to smaller or mid-
sized retailers. 

• Requests that LCB explore regulatory reform to ensure all licensed retailers have 
an equal opportunity to access new wholesale inventory from 
producers/processors.  

• Requests that LCB examine the industry’s use of deceptive pricing tactics that 
include perpetual sales of products marked down from artificially inflated 
“original” prices which appear to violate Washington’s Consumer Protection Act.  

 
Current Laws and Rules 
 
Laws: 
 
RCW 69.50.331 describes LCB’s authority to issue and suspend cannabis licenses 
including licenses to sell cannabis, and qualifications for obtaining a license.  
 
RCW 69.50.325 describes cannabis producer, processor, and retailer licenses regulated 
by the Board with the requirements and fees for each license type. RCW 69.50.325(3)(b) 
limits an individual retailer licensee and all other persons or entities with a financial or 
other ownership interest in the business operating under the license to a total of five retail 
cannabis licenses.  
 

https://app.leg.wa.gov/RCW/default.aspx?cite=69.50.331
https://app.leg.wa.gov/RCW/default.aspx?cite=69.50.325
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RCW 69.50.335 authorizes LCB to adopt rules related to issuing cannabis licenses to 
social equity applicants.  
 
RCW 69.50.395 authorizes the types of businesses and agreements licensed cannabis 
businesses may enter into and requirements for disclosing the businesses and 
agreements to the LCB.  

 
Engrossed Substitute Senate Bill (ESSB) 5403 (chapter 250, Laws of 2025) amends 
RCW 69.50.325(3)(b) to limit retail licensees and other persons or entities with a financial 
or other interest from entering into any management agreement that confers a financial 
interest across more than 5 retail cannabis licenses. ESSB 5403 defines “financial 
interest” to include any sharing of profits or revenue, any assistance, coordination, or 
recommendation for the purchase of cannabis products where pricing is coordinated or 
discounted, the common use of intellectual property assets such as branding, any 
operational control or operational support of day-to-day business operations, any sharing 
or coordination of marketing and advertising efforts or expenses, and any sharing of 
employees. This legislation becomes effective January 1, 2026. LCB filed a CR-101, a 
preproposal statement of inquiry, on July 23, 2025, under WSR 25-15-153 to initiate the 
rulemaking process. 
 
Rules: 
 
WAC 314-55-018 describes prohibited practices for cannabis industry members. This 
stipulates that no industry member or licensee shall enter into any agreement which 
causes undue influence over another licensee or industry member. Industry member is 
defined as including cannabis retailers, their authorized representatives, any affiliates, 
subsidiaries, officers, partners, financiers, agents, employees, and representatives of any 
licensee.   
 
WAC 314-55-035 describes qualifications for a obtaining a cannabis license including true 
parties of interest and financiers. WAC 314-55-035(2) includes the requirement that a 
married couple may not be a true party of interest in more than five retail cannabis 
licenses.   
 
WAC 314-55-050 broadly describes the board’s authority to withdraw, deny, suspend or 
cancel a cannabis license application or license. 
 
WAC 314-55-079 describes the privileges, requirements and fees for a cannabis retailer 
license. WAC 314-55-079(3) states that any entity and/or principals within any entity are 
limited to no more than five retail cannabis licenses.  
 
WAC 314-55-137 describes the process and requirements for notifying the Board of a 
receivership. WAC 314-55-137(6)(ii) specifies that no person shall serve as a receiver 
for, or be the true party of interest in, more than five cannabis retail licensees or more 
than three cannabis producer, processor, or producer/processor licensees at the same 
time.  

https://app.leg.wa.gov/RCW/default.aspx?cite=69.50.335
https://app.leg.wa.gov/RCW/default.aspx?cite=69.50.395
https://lawfilesext.leg.wa.gov/biennium/2025-26/Pdf/Bills/Session%20Laws/Senate/5403-S.SL.pdf?q=20250613082619
https://links-2.govdelivery.com/CL0/https:%2F%2Flcb.wa.gov%2Fsites%2Fdefault%2Ffiles%2F2025-07%2FWSR%252025-15-153.pdf/1/01010198385d90d9-eb0c459b-9cd2-44f4-bc30-d5f31cc07416-000000/jO61xe-99sMU2u_w7am4cUFYN6au0V0lr8IOuDXR3Xc=415
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-018
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-035
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-050
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-079
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-137
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Issue 
 
Whether the Board should accept or deny the petition to initiate the rulemaking process 
to consider amending chapter 314-55 WAC to address unfair trade practices, perpetual 
sales and wholesale pricing disparities.  
 
Analysis  
 
LCB staff are aware that some retailers have used management agreements to create 
stronger buying power where more than 5 stores engage in the overall purchase. This 
has raised compliance concerns related to the 5-store ownership limit as required in RCW 
69.50.325. This practice can be associated with coordinated pricing and other 
coordinated business practices among larger retailers.  
 
ESSB 5403 passed by the legislature and signed by the Governor in 2025 amends 
RCW 69.50.325 to limit the use of management agreements thereby addressing the 
primary concerns raised by the petitioner. For example, ESSB 5403 restricts retail 
licensees and all other persons or entities with a financial interest or other ownership 
interest from entering into any management agreement or any agreement that confers a 
financial interest across more than five retail cannabis licenses. ESSB 5403 defines 
“financial interest” to include “any assistance, coordination, or recommendation for the 
purchase of cannabis products whereupon pricing is coordinated or discounted”, aimed 
at reducing unfair trade practices and pricing disparities, issues that are detailed by the 
petitioner.  
 
Additional issues raised by the petitioner, including reference to Washington’s 
Consumer Protection Act and deceptive pricing tactics, may be outside of the scope of 
LCB regulatory oversight.  
 
Intra-agency Impacts 
 
LCB rules staff are currently engaged in rulemaking to implement ESSB 5403. This 
effort includes coordinating and soliciting from within LCB (including from the Licensing 
and Regulation Division, Enforcement and Education Division, and the Public Health 
Liaison).  
 
Conclusion 
 
The CR-101 to initiate rulemaking to implement ESSB 5403 was filed on July 23, 2025, 
under WSR 25-15-153. This rulemaking will address many of the concerns brought by 
the petitioner including limiting the use of management agreements that can be tied to 
unfair pricing and other actions that provide advantages to larger retailers.   
 
The petitioner and others will have opportunities to provide input during the rulemaking 
process to implement ESSB 5403.  
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Recommendation  
 
The Director’s Office recommends the Board deny the petition to consider amending 
chapter 314-55 WAC related to unfair trade practices, perpetual sales and wholesale 
pricing disparities in the cannabis industry.   

 

Board Action 

 

After considering the recommendation of Director’s Office staff, the Board 
accepts/denies the petition for rulemaking submitted by Matthew Mattson on behalf of 
Seath Simpson of Greenside Recreational received on June 16, 2025.  

 
_____ Accept    _____ Deny            
            Jim Vollendroff, Board Chair         Date 
 
_____ Accept    _____ Deny              
            Ollie Garrett, Board Member Date 
 
_____ Accept    _____ Deny            
     Pete Holmes, Board Member Date 
 
 
Attachments: 
1) Petition correspondence 
2) RCWs and WACs 
3) ESSB 5403 
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President of the Senate
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SARAH BANNISTER
Secretary

Approved May 12, 2025 3:29 PM FILED

May 14, 2025

BOB FERGUSON
Governor of the State of Washington

Secretary of State
 State of Washington



AN ACT Relating to limiting financial interest agreements for 1
licensed cannabis retailers; amending RCW 69.50.325; creating a new 2
section; and providing an effective date.3

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF WASHINGTON:4

Sec. 1.  RCW 69.50.325 and 2022 c 16 s 54 are each amended to 5
read as follows:6

(1) There shall be a cannabis producer's license regulated by the 7
board and subject to annual renewal. The licensee is authorized to 8
produce: (a) Cannabis for sale at wholesale to cannabis processors 9
and other cannabis producers; (b) immature plants or clones and seeds 10
for sale to cooperatives as described under RCW 69.51A.250; and (c) 11
immature plants or clones and seeds for sale to qualifying patients 12
and designated providers as provided under RCW 69.51A.310. The 13
production, possession, delivery, distribution, and sale of cannabis 14
in accordance with the provisions of this chapter and the rules 15
adopted to implement and enforce it, by a validly licensed cannabis 16
producer, shall not be a criminal or civil offense under Washington 17
state law. Every cannabis producer's license shall be issued in the 18
name of the applicant, shall specify the location at which the 19
cannabis producer intends to operate, which must be within the state 20
of Washington, and the holder thereof shall not allow any other 21

ENGROSSED SUBSTITUTE SENATE BILL 5403

AS AMENDED BY THE HOUSE
Passed Legislature - 2025 Regular Session

State of Washington 69th Legislature 2025 Regular Session
By Senate Labor & Commerce (originally sponsored by Senators Saldaña, 
Krishnadasan, and Nobles)
READ FIRST TIME 02/21/25.
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person to use the license. The application fee for a cannabis 1
producer's license shall be two hundred fifty dollars. The annual fee 2
for issuance and renewal of a cannabis producer's license shall be 3
one thousand three hundred eighty-one dollars. A separate license 4
shall be required for each location at which a cannabis producer 5
intends to produce cannabis.6

(2) There shall be a cannabis processor's license to process, 7
package, and label cannabis concentrates, useable cannabis, and 8
cannabis-infused products for sale at wholesale to cannabis 9
processors and cannabis retailers, regulated by the board and subject 10
to annual renewal. The processing, packaging, possession, delivery, 11
distribution, and sale of cannabis, useable cannabis, cannabis-12
infused products, and cannabis concentrates in accordance with the 13
provisions of this chapter and chapter 69.51A RCW and the rules 14
adopted to implement and enforce these chapters, by a validly 15
licensed cannabis processor, shall not be a criminal or civil offense 16
under Washington state law. Every cannabis processor's license shall 17
be issued in the name of the applicant, shall specify the location at 18
which the licensee intends to operate, which must be within the state 19
of Washington, and the holder thereof shall not allow any other 20
person to use the license. The application fee for a cannabis 21
processor's license shall be two hundred fifty dollars. The annual 22
fee for issuance and renewal of a cannabis processor's license shall 23
be one thousand three hundred eighty-one dollars. A separate license 24
shall be required for each location at which a cannabis processor 25
intends to process cannabis.26

(3)(a) There shall be a cannabis retailer's license to sell 27
cannabis concentrates, useable cannabis, and cannabis-infused 28
products at retail in retail outlets, regulated by the board and 29
subject to annual renewal. The possession, delivery, distribution, 30
and sale of cannabis concentrates, useable cannabis, and cannabis-31
infused products in accordance with the provisions of this chapter 32
and the rules adopted to implement and enforce it, by a validly 33
licensed cannabis retailer, shall not be a criminal or civil offense 34
under Washington state law. Every cannabis retailer's license shall 35
be issued in the name of the applicant, shall specify the location of 36
the retail outlet the licensee intends to operate, which must be 37
within the state of Washington, and the holder thereof shall not 38
allow any other person to use the license. The application fee for a 39
cannabis retailer's license shall be two hundred fifty dollars. The 40
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annual fee for issuance and renewal of a cannabis retailer's license 1
shall be one thousand three hundred eighty-one dollars. A separate 2
license shall be required for each location at which a cannabis 3
retailer intends to sell cannabis concentrates, useable cannabis, and 4
cannabis-infused products.5

(b)(i) An individual retail licensee and all other persons or 6
entities with a financial or other ownership interest in the business 7
operating under the license are limited, in the aggregate, to holding 8
a collective total of not more than five retail cannabis licenses.9

(ii) A retail licensee and all other persons or entities with a 10
financial or other ownership interest may not enter into any 11
management agreement under RCW 69.50.331(1)(b)(iv) or any agreement 12
as referenced in RCW 69.50.395, whether or not in exchange for 13
payment, that confers a financial interest across more than five 14
retail cannabis licenses. For the purposes of this subsection, 15
"financial interest" includes, but is not limited to:16

(A) Any sharing of profits or revenue;17
(B) Any assistance, coordination, or recommendation for the 18

purchase of cannabis products whereupon pricing is coordinated or 19
discounted;20

(C) The common use of intellectual property assets such as 21
branding, trade names, logos, social media accounts, or websites;22

(D) Any operational control over the business or operational 23
support for typical day-to-day business operations, including core 24
business or executive functions of the retail cannabis license;25

(E) Any sharing or coordination of marketing and advertising 26
efforts or expenses; and27

(F) Any coordinated sharing of employment or hiring decisions, 28
including the shared employment of individuals.29

(c)(i) A cannabis retailer's license is subject to forfeiture in 30
accordance with rules adopted by the board pursuant to this section.31

(ii) The board shall adopt rules to establish a license 32
forfeiture process for a licensed cannabis retailer that is not fully 33
operational and open to the public within a specified period from the 34
date of license issuance, as established by the board, subject to the 35
following restrictions:36

(A) No cannabis retailer's license may be subject to forfeiture 37
within the first nine months of license issuance; and38

(B) The board must require license forfeiture on or before 39
twenty-four calendar months of license issuance if a cannabis 40
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retailer is not fully operational and open to the public, unless the 1
board determines that circumstances out of the licensee's control are 2
preventing the licensee from becoming fully operational and that, in 3
the board's discretion, the circumstances warrant extending the 4
forfeiture period beyond twenty-four calendar months.5

(iii) The board has discretion in adopting rules under this 6
subsection (3)(c).7

(iv) This subsection (3)(c) applies to cannabis retailer's 8
licenses issued before and after July 23, 2017. However, no license 9
of a cannabis retailer that otherwise meets the conditions for 10
license forfeiture established pursuant to this subsection (3)(c) may 11
be subject to forfeiture within the first nine calendar months of 12
July 23, 2017.13

(v) The board may not require license forfeiture if the licensee 14
has been incapable of opening a fully operational retail cannabis 15
business due to actions by the city, town, or county with 16
jurisdiction over the licensee that include any of the following:17

(A) The adoption of a ban or moratorium that prohibits the 18
opening of a retail cannabis business; or19

(B) The adoption of an ordinance or regulation related to zoning, 20
business licensing, land use, or other regulatory measure that has 21
the effect of preventing a licensee from receiving an occupancy 22
permit from the jurisdiction or which otherwise prevents a licensed 23
cannabis retailer from becoming operational.24

(d) The board may issue cannabis retailer licenses pursuant to 25
this chapter and RCW 69.50.335.26

NEW SECTION.  Sec. 2.  This act applies:27
(1) Retroactively to agreements entered before the effective date 28

of this section; and29
(2) Prospectively to agreements entered or renewed on or after 30

the effective date of this section.31

NEW SECTION.  Sec. 3.  This act takes effect January 1, 2026.32

Passed by the Senate April 18, 2025.
Passed by the House April 11, 2025.
Approved by the Governor May 12, 2025.
Filed in Office of Secretary of State May 14, 2025.

--- END ---
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