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Cannabis Unfair Business Practices 

Topic:  Petition for Adoption, Amendment, or Repeal of a State 
Administrative Rule – Concerns related to Unfair Business 
Practices among Cannabis Retailers 

Date:   October 8, 2025 
Presented by:  Denise Laflamme, Policy & Rules Coordinator 

Background 

On August 18, 2025, LCB received a petition for rulemaking requesting action be taken 
related to what is described as unfair and illegal business practices by certain chains of 
cannabis retailers in violation of WAC 314-55-018. The petition was submitted by David 
Sanders of Goliath Pines LLC in Vancouver WA. See attachment for full petition request 
and other materials submitted with the petition.  

In the petition, Mr. Sanders requests the LCB examine the practice of some larger 
retailers pressuring producers and processors to discontinue or avoid selling their 
products to competing retailers as a condition of being able to sell their products to the 
larger retailers. The petitioner also requests better enforcement of WAC 314-55-018 per 
LCB Enforcement and Education Bulletin No. 23-01: Updated Cannabis “Money’s 
Worth” (April 2023), the petitioner indicates are associated with these activities.  

Rationale for rule change and enforcement request: 

• The petitioner alleges existing illegitimate schemes involving larger retail chains
coordinating to pressure processors to refuse the sale of products to the
petitioner’s store in an effort to drive his store out of business.

• These efforts have allegedly included two separate chain stores working together
to threaten producers and processors that they will stop carrying their products if
they continue to sell to the petitioner’s store.

• The petitioner further alleges that the larger chain stores contacted processors of
products being sold in the petitioner store and arranged for them to sell their
products to the larger stores provided they stop selling to the petitioner’s store.

• The petitioner indicates that the two separate chain stores are making
agreements with multiple processors that create undue influence over those
processors, in violation of WAC 314-55-018(1).

• The petitioner also indicates he has heard that this practice is widespread in
Washington’s cannabis industry.

The petition along with the attachments to the petition have been forwarded to the LCB 
Enforcement and Education Division.  
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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.  
 
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 314-55-017 prohibits the conditional sale of cannabis products and stipulates that 
the selling price of cannabis products must be indicative of the true value when sold 
without any other products or services.  
 
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. Also prohibited is  
producers or processors advancing and cannabis licensees receiving money or moneys’ 
worth under an agreement, business practice or arrangement that includes gifts, 
discounts, loans of money, premiums, rebates, free products with some allowed 
exceptions, and treats or services. Industry member is defined as including cannabis 

https://app.leg.wa.gov/RCW/default.aspx?cite=69.50.331
https://app.leg.wa.gov/RCW/default.aspx?cite=69.50.325
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=314-55-017
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-018
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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 314-55-087 describes the recordkeeping requirements for cannabis licensees 
including purchase invoices and supporting documents.  
 
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.  
 
Issue 
 
Whether the Board should accept or deny the petition to initiate the rulemaking process 
to consider amending WAC 314-55-018 to address unfair business practices including  
the practice of multiple or chain retailers pressuring producers and processors to 
exclude other retailers from selling their products.  
 
Analysis  
 
LCB staff are aware that some retailers have used management agreements or 
coordinated practices 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 exclusionary business practices involving multiple 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 that includes addressing 
the practice of coordinated purchasing among more than 5 retailers 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 
agreements that confers a financial interest across more than five retail cannabis 
licenses. ESSB 5403 defines “financial interest” to include “any assistance, 

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=314-55-087
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-137
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coordination, or recommendation for the purchase of cannabis products whereupon 
pricing is coordinated or discounted”, aimed at reducing unfair trade practices and 
pricing disparities, concerns that are detailed by the petitioner.  
 
Intra-agency Impacts 
 
LCB rules staff are currently engaged in rulemaking to implement ESSB 5403. This 
effort includes soliciting and coordinating input 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 is expected to address the concerns brought by 
the petitioner, including coordinated and discounted pricing and other actions that 
confer a financial interest across more than five retail stores.   
 
The petitioner and other licensees and stakeholders will have opportunities to provide 
input during the rulemaking process to implement ESSB 5403.1  
 
Recommendation  
 
The Director’s Office recommends the Board deny the petition to consider amending 
WAC 314-55-018 related to unfair and illegal business practices in the cannabis 
industry.   
 
 
Board Action 
 
After considering the recommendation of Director’s Office staff, the Board 
accepts/denies the petition for rulemaking submitted on August 18, 2025, by David 
Sanders of Goliath Pines LLC in Vancouver WA. 
 
 
 
 
 
 
 

 
1 Information about LCB’s rulemaking activities related to ESSB 5403 can be found on LCB’s Current 
Rulemaking Activity webpage at: https://lcb.wa.gov/laws/current-rulemaking-activity . 

https://lcb.wa.gov/laws/current-rulemaking-activity
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_____ Accept    __X___ Deny       10/8/2025  
            Jim Vollendroff, Board Chair         Date 
 

_____ Accept    __X___ Deny        10/8/2025  
            Ollie Garrett, Board Member Date 

_____ Accept    __X___ Deny     10/8/2025  
     Pete Holmes, Board Member Date 
 
 
Attachments: 
 
1) Petition and petition attachments 
2) RCWs and WACs 
3) ESSB 5403 







From: David Sanders
To: LCB DL Rules
Subject: Petition for Rulemaking
Date: Monday, August 18, 2025 1:22:21 PM
Attachments: 8.18.25 Rule Petition.pdf

Attachment to Petition for Rulemaking.docx
Enforcement and Education Bulletin - Update Cannabis Money"s Worth.pdf

External Email

Good afternoon,

Attached please find a completed rule petition, along with attached documents. Please let me
know if you need anything else from me.

Thanks,
David

mailto:david@thclawfirm.com
mailto:rules@lcb.wa.gov










I am an owner of Goliath Pines, LLC, doing business as the Vancouver Weedery, and am filing this petition to ask that action be taken to prevent unfair and illegitimate business practices by certain chains of cannabis retailers, specifically Main Street Marijuana and The Herbery, that are in violation of the administrative rules of the Washington State Liquor and Cannabis Board (“WSLCB”) as established in WAC 314-55-018. 

Both Main Street Marijuana and The Herbery have locations in close proximity to the Vancouver Weedery in the Hazel Dell area of Clark County. They are also chains, giving them both sufficient market share to carry out this illegitimate scheme. The Herbery operates a total of five stores in the Vancouver area (the maximum allowed by law), and Main Street Marijuana has four.

Specifically, these retailers have been leveraging their larger market power to pressure processors into not doing business with the Vancouver Weedery in an effort to drive our store out of business. They have been pressuring cannabis processors to refuse to sell to us, and threatening to stop ordering any of those processors’ products across their chains if they refuse to comply. All of the larger processors have acquiesced, and we therefore haven't been able to keep various well-known, popular brands in our store and have had to keep switching our product offerings. We have also been informed by multiple processors that Main Street Marijuana and The Herbery have been refusing to purchase their product if they do business with the Vancouver Weedery. 

The Vancouver Weedery has attempted to work around this unfair practice by stocking the shelves with products from processors that do not already sell to Main Street Marijuana or The Herbery. However, ratcheting up their illegitimate scheme, Main Street Marijuana and The Herbery contacted the processors of our top-selling products and told them they could get into their chains of stores (a total of 9) if they stop selling their products to the Vancouver Weedery. As a result, nearly every single product that has once had any success being sold at the Vancouver Weedery has become unavailable to us (and therefore our customers) only a few weeks after the product first appeared on our shelves. 

WAC 314-55-018(1) states as follows: “No industry member or licensee shall enter into any agreement which causes undue influence over another licensee or industry member.” It further states: “No cannabis producer or processor shall advance and no cannabis licensee shall receive money or moneys' worth under an agreement written or unwritten[.]”

In this case, Main Street Marijuana and The Herbery are making agreements with multiple processors that create undue influence over those processors. In those agreements, Main Street Marijuana and The Herbery have required that processors do not sell any of their products to the Vancouver Weedery—a form of “moneys’ worth” as contemplated by the rule.

The WSLCB has stated that “a retailer requiring the producer or processor to engage in prohibited practices as a condition of doing business” violates this rule, as does even the offer of “Volume discounts” or “Discount of product to one retailer over another,” to say nothing of wholesale refusal to do business with a given retailer as part and parcel of this illegitimate scheme. Please see the attached Bulletin No. 23-01, sent via email by the Enforcement and Education division of the WSLCB on April 28, 2023. 

However, we have spoken with dozens of processors and other retailers throughout the State of Washington and have learned that this practice is very widespread and is also affecting many other cannabis licensees. Nearly every cannabis processor and nearly every cannabis retailer is either engaging in this practice or being victimized by the practice. Despite first bringing this issue to the attention of WSLCB enforcement agents around six months ago, and repeatedly since, these unfair and illegal practices by Main Street Marijuana and The Herbery have continued with no change. 

We have furthermore been reliably informed that these stores are hoping to drive the Vancouver Weedery out of business entirely. However, even in the absence of proof of this intent, there can be no doubt that the effect of these stores’ practices will be to put the Vancouver Weedery out of business. We are hopeful the WSLCB will not stand by and let this happen.

Unfortunately, these stores’ desires to drive the Vancouver Weedery out of business are close to coming to fruition. The store has been struggling to garner a sufficient customer base since it opened in February 2025, an issue significantly attributable to its diminished product offerings (despite the best efforts of our purchasing manager, who has many years of experience making purchases for a successful cannabis retailer).

Therefore, further clarification of this rule is manifestly needed. The rule could be amended to more explicitly prohibit this non-compliant practice. The WSLCB should also send a notice to all licensees letting them know that WAC 314-55-018 makes agreements between licensees requiring one licensee to deny the sale of products to third parties, or to sell at a different price to third parties, a violation. 

I would also ask that the WSLCB makes sure the clarification has some teeth—by threatening license revocation for those found to be violating the rules, and investigating and appropriately penalizing the retailers propagating this scheme. I have also submitted a report to the Enforcement and Education division formally notifying them of this widespread illegal practice, with suggestions as to how to uncover and combat it. However, given that to date Enforcement has been unwilling or unable to take action, it is incumbent on the Board to clarify this rule, and see to it that it is not broken in such widespread and flagrant fashion.
















I am an owner of Goliath Pines, LLC, doing business as the Vancouver Weedery, and am filing this 
petition to ask that action be taken to prevent unfair and illegitimate business practices by certain 
chains of cannabis retailers, specifically Main Street Marijuana and The Herbery, that are in 
violation of the administrative rules of the Washington State Liquor and Cannabis Board 
(“WSLCB”) as established in WAC 314-55-018.  

Both Main Street Marijuana and The Herbery have locations in close proximity to the Vancouver 
Weedery in the Hazel Dell area of Clark County. They are also chains, giving them both sufficient 
market share to carry out this illegitimate scheme. The Herbery operates a total of five stores in 
the Vancouver area (the maximum allowed by law), and Main Street Marijuana has four. 

Specifically, these retailers have been leveraging their larger market power to pressure processors 
into not doing business with the Vancouver Weedery in an effort to drive our store out of 
business. They have been pressuring cannabis processors to refuse to sell to us, and threatening 
to stop ordering any of those processors’ products across their chains if they refuse to comply. All 
of the larger processors have acquiesced, and we therefore haven't been able to keep various 
well-known, popular brands in our store and have had to keep switching our product offerings. 
We have also been informed by multiple processors that Main Street Marijuana and The Herbery 
have been refusing to purchase their product if they do business with the Vancouver Weedery.  

The Vancouver Weedery has attempted to work around this unfair practice by stocking the 
shelves with products from processors that do not already sell to Main Street Marijuana or The 
Herbery. However, ratcheting up their illegitimate scheme, Main Street Marijuana and The 
Herbery contacted the processors of our top-selling products and told them they could get into 
their chains of stores (a total of 9) if they stop selling their products to the Vancouver Weedery. 
As a result, nearly every single product that has once had any success being sold at the Vancouver 
Weedery has become unavailable to us (and therefore our customers) only a few weeks after the 
product first appeared on our shelves.  

WAC 314-55-018(1) states as follows: “No industry member or licensee shall enter into any 
agreement which causes undue influence over another licensee or industry member.” It further 
states: “No cannabis producer or processor shall advance and no cannabis licensee shall receive 
money or moneys' worth under an agreement written or unwritten[.]” 

In this case, Main Street Marijuana and The Herbery are making agreements with multiple 
processors that create undue influence over those processors. In those agreements, Main Street 
Marijuana and The Herbery have required that processors do not sell any of their products to the 
Vancouver Weedery—a form of “moneys’ worth” as contemplated by the rule. 

The WSLCB has stated that “a retailer requiring the producer or processor to engage in prohibited 
practices as a condition of doing business” violates this rule, as does even the offer of “Volume 



discounts” or “Discount of product to one retailer over another,” to say nothing of wholesale 
refusal to do business with a given retailer as part and parcel of this illegitimate scheme. Please 
see the attached Bulletin No. 23-01, sent via email by the Enforcement and Education division of 
the WSLCB on April 28, 2023.  

However, we have spoken with dozens of processors and other retailers throughout the State of 
Washington and have learned that this practice is very widespread and is also affecting many 
other cannabis licensees. Nearly every cannabis processor and nearly every cannabis retailer is 
either engaging in this practice or being victimized by the practice. Despite first bringing this issue 
to the attention of WSLCB enforcement agents around six months ago, and repeatedly since, 
these unfair and illegal practices by Main Street Marijuana and The Herbery have continued with 
no change.  

We have furthermore been reliably informed that these stores are hoping to drive the Vancouver 
Weedery out of business entirely. However, even in the absence of proof of this intent, there can 
be no doubt that the effect of these stores’ practices will be to put the Vancouver Weedery out 
of business. We are hopeful the WSLCB will not stand by and let this happen. 

Unfortunately, these stores’ desires to drive the Vancouver Weedery out of business are close to 
coming to fruition. The store has been struggling to garner a sufficient customer base since it 
opened in February 2025, an issue significantly attributable to its diminished product offerings 
(despite the best efforts of our purchasing manager, who has many years of experience making 
purchases for a successful cannabis retailer). 

Therefore, further clarification of this rule is manifestly needed. The rule could be amended to 
more explicitly prohibit this non-compliant practice. The WSLCB should also send a notice to all 
licensees letting them know that WAC 314-55-018 makes agreements between licensees 
requiring one licensee to deny the sale of products to third parties, or to sell at a different price 
to third parties, a violation.  

I would also ask that the WSLCB makes sure the clarification has some teeth—by threatening 
license revocation for those found to be violating the rules, and investigating and appropriately 
penalizing the retailers propagating this scheme. I have also submitted a report to the 
Enforcement and Education division formally notifying them of this widespread illegal practice, 
with suggestions as to how to uncover and combat it. However, given that to date Enforcement 
has been unwilling or unable to take action, it is incumbent on the Board to clarify this rule, and 
see to it that it is not broken in such widespread and flagrant fashion. 



































WAC 314-55-017  Conditional sales prohibited.  Conditional sales 
of cannabis products are prohibited.

(1) Cannabis producers and processors are prohibited from requir-
ing the purchase of other products and/or services by another cannabis 
licensee as a condition of a transaction of cannabis product. Products 
and services include, but are not limited to, paraphernalia, lighters, 
promotional items, unreasonable processing and/or packaging charges.

(2) Cannabis retailers are prohibited from requiring a customer 
to purchase other products and/or services as a condition to purchas-
ing a cannabis product. Products and services include, but are not 
limited to, paraphernalia, lighters, promotional items, memberships, 
and bags, boxes, or containers.

(3) The selling price of cannabis product must be indicative of 
the true value when sold without any other products or services.
[Statutory Authority: RCW 69.50.342 and 2022 c 16 § 168. WSR 
22-14-111, § 314-55-017, filed 7/6/22, effective 8/6/22. Statutory Au-
thority: RCW 69.50.342 and 69.50.345. WSR 15-11-107, § 314-55-017, 
filed 5/20/15, effective 6/20/15.]
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WAC 314-55-087  Recordkeeping requirements for cannabis licen-
sees.  (1) Cannabis licensees are responsible to keep records that 
clearly reflect all financial transactions and the financial condition 
of the business. The following records must be kept and maintained on 
the licensed premises for a five-year period and must be made availa-
ble for inspection if requested by an employee of the LCB:

(a) Purchase invoices and supporting documents, to include the 
items and/or services purchased, from whom the items were purchased, 
and the date of purchase;

(b) Bank statements and canceled checks for any accounts relating 
to the licensed business;

(c) Accounting and tax records related to the licensed business 
and each true party of interest;

(d) Records of all financial transactions related to the licensed 
business, including contracts and/or agreements for services performed 
or received that relate to the licensed business;

(e) All employee records to include, but not limited to, train-
ing, payroll, and date of hire;

(f) Records of each daily application of pesticides applied to 
the cannabis plants or growing medium. For each application, the pro-
ducer shall record the following information on the same day the ap-
plication is made:

(i) Full name of each employee who applied the pesticide;
(ii) The date the pesticide was applied;
(iii) The name of the pesticide or product name listed on the 

registration label which was applied;
(iv) The concentration and total amount of pesticide per plant; 

and
(v) For outdoor production, the concentration of pesticide that 

was applied to the field. Liquid applications may be recorded as, but 
are not limited to, amount of product per 100 gallons of liquid spray, 
gallons per acre of output volume, ppm, percent product in tank mix 
(e.g., one percent). For chemigation applications, record "inches of 
water applied" or other appropriate measure.

(g) Soil amendment, fertilizers, or other crop production aids 
applied to the growing medium or used in the process of growing canna-
bis;

(h) Production and processing records, including harvest and cur-
ing, weighing, destruction of cannabis, creating batches of cannabis-
infused products and packaging into lots and units;

(i) Records of each batch of extracts or infused cannabis prod-
ucts made, including at a minimum, the lots of useable cannabis or 
trim, leaves, and other plant matter used (including the total weight 
of the base product used), any solvents or other compounds utilized, 
and the product type and the total weight of the end product produced, 
such as hash oil, shatter, tincture, infused dairy butter, etc.;

(j) Transportation records as described in WAC 314-55-085;
(k) Inventory records;
(l) All samples sent to an independent testing lab and the quali-

ty assurance test results;
(m) All free samples provided to another licensee for purposes of 

negotiating a sale;
(n) All samples used for testing for quality by the producer or 

processor;
(o) Sample jars containing useable cannabis provided to retail-

ers;
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(p) Records of any theft of cannabis seedlings, clones, plants, 
trim or other plant material, extract, cannabis-infused product, or 
other item containing cannabis;

(q) Records of any cannabis product provided free of charge to 
qualifying patients or designated providers;

(r) Detailed sale records including, but not limited to, date of 
sale, sale price, item sold, and taxes assessed;

(s) Records for medical cannabis patient excise tax exemptions as 
required in WAC 314-55-090.

(2) If the cannabis licensee keeps records within an automated 
data processing (ADP) and/or point-of-sale (POS) system, the system 
must include a method for producing legible records that will provide 
the same information required of that type of record within this sec-
tion. The ADP and/or POS system is acceptable if it complies with the 
following guidelines:

(a) Provides an audit trail so that details (invoices and vouch-
ers) underlying the summary accounting data may be identified and made 
available upon request.

(b) Provides the opportunity to trace any transaction back to the 
original source or forward to a final total. If printouts of transac-
tions are not made when they are processed, the system must have the 
ability to reconstruct these transactions.

(c) Has available a full description of the ADP and/or POS por-
tion of the accounting system. This should show the applications being 
performed, the procedures employed in each application, and the con-
trols used to ensure accurate and reliable processing.

(3) The provisions contained in subsections (1) and (2) of this 
section do not eliminate the requirement to maintain source documents, 
but they do allow the source documents to be maintained in some other 
location.
[Statutory Authority: RCW 69.50.342, 69.50.345, and 69.50.535. WSR 
24-19-040, s 314-55-087, filed 9/11/24, effective 10/12/24. Statutory 
Authority: RCW 69.50.342 and 2022 c 16 § 168. WSR 22-14-111, § 
314-55-087, filed 7/6/22, effective 8/6/22. Statutory Authority: RCW 
69.50.325, 69.50.342, 69.50.345, and 69.50.369. WSR 18-22-055, § 
314-55-087, filed 10/31/18, effective 12/1/18. Statutory Authority: 
RCW 69.50.342 and 69.50.345. WSR 16-11-110, § 314-55-087, filed 
5/18/16, effective 6/18/16. Statutory Authority: RCW 69.50.325, 
69.50.331, 69.50.342, 69.50.345. WSR 13-21-104, § 314-55-087, filed 
10/21/13, effective 11/21/13.]
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WAC 314-55-137  Receiverships.  (1) Service and notice.
(a) Any person who files any receivership or trustee action in-

volving any cannabis licensee must serve the board with original no-
tice of the action. Service is accomplished by delivery of the origi-
nal notice of action to the board through one of the following meth-
ods:

(i) Delivery to the board at 1025 Union Avenue S.E., Olympia, WA 
98504; or

(ii) Mailed to the board. Mailed notice must be addressed to: 
LCB, ATTN: Licensing - Receiverships, P.O. Box 43076, Olympia, WA 
98504-3076 or, for certified mail, LCB, ATTN: Licensing - Receiver-
ships, 1025 Union Avenue S.E., Olympia, WA 98504; or

(iii) Electronic delivery to the board at 
licensingappeals@lcb.wa.gov.

(b) The board will find a licensee compliant with this section 
only if it receives original notice of the action and the receiver is 
selected consistent with board requirements.

(2) The role of a receiver when a licensee is placed in receiver-
ship. If a cannabis licensee is placed under receivership, the receiv-
er:

(a) Upon compliance with the requirements listed in this section, 
the receiver may operate the licensee's business during the receiver-
ship period;

(b) The receiver assumes all licensee reporting responsibilities 
under this chapter including, but not limited to, full responsibility 
for maintaining records and entries into the traceability system main-
tained by the board; and

(c) The receiver is required to comply with all applicable laws 
under chapter 69.50 RCW and rules in this chapter including, but not 
limited to, the responsibilities of cannabis licensees set forth in 
WAC 314-55-110.

(d) Failure to abide by the requirements set forth in chapter 
69.50 RCW and this chapter as specified in this subsection may result 
in enforcement action against the license under chapter 69.50 RCW and 
rules under this chapter and may result in the receiver being dis-
qualified to act as a receiver by the board.

(3) Who may serve as a receiver. Any person who meets the re-
quirements of chapter 7.60 RCW and the following additional require-
ments may serve as a receiver for a cannabis business:

(a) Is currently in good standing on the preapproved receiver 
list maintained by the board; or

(b) Is approved by the board under the requirements in subsection 
(5) of this section to serve as a receiver of a cannabis licensee.

(4) Qualifying for the board's preapproved receiver list.
(a) The following requirements must be met to qualify for the 

board's preapproved receiver list:
(i) Submit a complete receiver application with the board;
(ii) Be a Washington state resident for at least six months prior 

to the application for preapproval as a receiver and maintain residen-
cy throughout the term of the receivership;

(iii) Submit to and pass a criminal background check;
(iv) Provide any financial disclosures requested by the board; 

and
(v) Disclose any interests the person has in any cannabis licen-

see(s).
(b) Review and qualification requirements in this subsection only 

apply to persons or entities actively participating in the management 
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of the receivership and do not apply to spouses of those persons or 
persons involved in a business entity or fellow members of a business 
entity that are not actively involved in the management of the receiv-
ership.

(c) A receiver placed on the preapproved receiver list maintained 
by the board must annually update all information and disclosures re-
quired under this subsection to remain eligible to act as a receiver 
and be on the preapproved receiver list. Annual updates must be made 
one calendar year after the date the receiver is approved.

(5) Appointing a receiver who is not preapproved by the LCB.
(a) Within two days of filing of any action to appoint a receiv-

er, a proposed receiver must:
(i) Submit a complete application with the board to serve as re-

ceiver for the licensee;
(ii) Be a Washington resident for six months prior to appointment 

as a receiver and maintain residency throughout the term of the re-
ceivership;

(iii) Submit to and pass a criminal background check;
(iv) Provide any financial disclosures requested by the LCB; and
(v) Disclose any interest the proposed receiver has in any canna-

bis licensee(s).
(b) Review and qualification requirements in this subsection only 

apply to persons or entities actively participating in the management 
of the receivership and do not apply to spouses of those persons or 
persons involved in a business entity or fellow members of a business 
entity that are not actively involved in the management of the receiv-
ership.

(c) If the proposed receiver is denied approval by the board at 
any time, a substitute receiver may be proposed for board approval. 
The substitute receiver must provide all information required by this 
subsection.

(d) If the proposed receiver is not approved by the board at the 
time the receiver is appointed by the court, the receiver will not be 
considered compliant with this section, and may be subject to penalty 
under chapter 69.50 RCW, or as provided in this chapter and may result 
in the receiver being disqualified to act as a receiver by the board.

(6) Limitations on a person's ability to serve as a receiver.
(a) As operators and controllers of licensed cannabis establish-

ments, receivers are subject to the same limits as licensees or any 
other person. Those limits include, but are not limited to:

(i) No person serving as a receiver of a licensed cannabis pro-
ducer or licensed cannabis processor shall have a financial interest 
in, or simultaneously serve as a receiver for, a licensed cannabis re-
tailer; and

(ii) No person shall serve as a receiver for, or be a 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.

(b) If the board determines that a receiver is violating or has 
violated the restrictions in this subsection, the receiver may be dis-
qualified to act as a receiver by the board.
[Statutory Authority: RCW 66.08.030 and 2015 c 70. WSR 24-16-064, § 
314-55-137, filed 7/31/24, effective 8/31/24. Statutory Authority: RCW 
69.50.335, 69.50.336, 69.50.342, and 2022 c 16. WSR 22-21-058, § 
314-55-137, filed 10/12/22, effective 11/12/22. Statutory Authority: 
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RCW 69.50.325, 69.50.342, 69.50.345, and 69.50.369. WSR 18-22-055, § 
314-55-137, filed 10/31/18, effective 12/1/18.]
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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
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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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