=R\ Washington State
Liquor and Cannabis Board

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:

e 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.

e 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.

e 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.

e 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).

e 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
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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,
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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."

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.

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

Jim Vollendroff, Board Chair

Accept X Deny

Ollie Garrett, Board Member

Accept X Deny

Pete Holmes, Board Member

Attachments:

1) Petition and petition attachments
2) RCWs and WACs
3) ESSB 5403
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PETITION FOR ADOPTION, AMENDMENT, OR REPEAL
OF A STATE ADMINISTRATIVE RULE

Print Form

In accordance with RCW 34.05.330, the Office of Financial Management (OFM) created this form for individuals or groups
who wish to petition a state agency or institution of higher education to adopt, amend, or repeal an administrative rule. You
may use this form to submit your request. You also may contact agencies using other formats, such as a letter or email.

The agency or institution will give full consideration to your petition and will respond to you within 60 days of receiving your
petition. For more information on the rule petition process, see Chapter 82-05 of the Washington Administrative Code (WAC)
at http://apps.leg.wa.gov/wac/default.aspx?cite=82-05.

CONTACT INFORMATION (please type or print)

Petitioner's Name David Sanders

Name of Organization Goliath Pines, LLC

Mailing Address 8002 NE Hwy 99, Suite B

City Vancouver State WA Zip Code 98665

Telephone 253-290-3307 Email david@thclawfirm.com

COMPLETING AND SENDING PETITION FORM

® Check all of the boxes that apply.

® Provide relevant examples.

® |nclude suggested language for a rule, if possible.
® Attach additional pages, if needed.

® Send your petition to the agency with authority to adopt or administer the rule. Here is a list of agencies and
their rules coordinators: http://www.leg.wa.gov/CodeReviser/Documents/RClist.htm.

INFORMATION ON RULE PETITION

Agency responsible for adopting or administering the rule: ~ Washington State Liquor and Cannabis Board

[ ] 1. NEW RULE - | am requesting the agency to adopt a new rule.

[ ] The subject (or purpose) of this rule is:

[ ] The rule is needed because:

[] The new rule would affect the following people or groups:
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2. AMEND RULE -1 am requesting the agency to change an existing rule.

List rule number (WAC), if known: WAC 314-55-018

[ ] I am requesting the following change:

[ ] This change is needed because:

[ ] The effect of this rule change will be:

Please see the attached document.

The rule is not clearly or simply stated:

[ ] 3. REPEAL RULE - | am requesting the agency to eliminate an existing rule.

List rule number (WAC), if known:

(Check one or more boxes)

[ ] Itdoes not do what it was intended to do.

[ ] Itis nolonger needed because:

[ ] Itimposes unreasonable costs:

[ ] The agency has no authority to make this rule:

[ ] Itis applied differently to public and private parties:

] It conflicts with another federal, state, or local law or
rule. List conflicting law or rule, if known:

] It duplicates another federal, state or local law or rule.
List duplicate law or rule, if known:

[ ] Other (please explain):
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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
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2. AMEND RULE -1 am requesting the agency to change an existing rule.

List rule number (WAC), if known: WAC 314-55-018

[ ] I am requesting the following change:

[ ] This change is needed because:

[ ] The effect of this rule change will be:

Please see the attached document.

The rule is not clearly or simply stated:

[ ] 3. REPEAL RULE - | am requesting the agency to eliminate an existing rule.

List rule number (WAC), if known:

(Check one or more boxes)

[ ] Itdoes not do what it was intended to do.

[ ] Itis nolonger needed because:

[ ] Itimposes unreasonable costs:

[ ] The agency has no authority to make this rule:

[ ] Itis applied differently to public and private parties:

] It conflicts with another federal, state, or local law or
rule. List conflicting law or rule, if known:

] It duplicates another federal, state or local law or rule.
List duplicate law or rule, if known:

[ ] Other (please explain):
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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.
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Washington State Liquor and Cannabis Board <wslcb@public.govdelivery.com>

Reply-To: wslcb@public.govdelivery.com
To: david@thclawfirm.com

Having trouble viewing this email? View it as a Web page.

@ Washington State
«x.” Liquor and Cannabis Board

April 28, 2023
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Enforcement and Education Division
Bulletin No 23-01

Date: April 28, 2023

To: Cannabis Industry Members (Cannabis Producers, Processors, and Retailers)
From: Washington State Liquor and Cannabis Board

Subject: Direct and In-Direct Money’s Worth

This bulletin is to clarify what is allowable in financial agreements between cannabis
producers, processors, and retailers. RCW 69.50.328 and WAC 314-55-018 prohibit
cannabis producers or processors (non-retail licensees) from giving or lending money, or
from giving or lending items or services of value to a cannabis retailer. Exceptions to that
prohibition are outlined in RCW 69.50.585. These restrictions, referred to as “money’s
worth,” are intended to prohibit actions which influence or attempt to influence the
purchasing practices of the retailer with respect to cannabis product.

Direct Money’s Worth

Direct money’s worth involves a producer or processor giving tangible items such as
money or gifts to a licensee or a retailer requiring the producer or processor to engage in
prohibited practices as a condition of doing business. This would include loans of money,
gifts, or services.

Examples of prohibited activities include, but are not limited to:

» Producer or processor lending or giving money to a retailer
 Gifts beyond nominal value

o Extension of credit

David Sanders <david@thclawfirm.com>

Fri, Apr 28, 2023 at 11:56 AM
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» Volume discounts

» Discount of product to one retailer over another

Providing Money’s Worth by Indirect Means

In-direct money’s worth is producer or processor activity that could influence the retailer.
This includes providing goods or services above nominal value to others, such as the
retailer’s employees or other third parties, to influence a retailer. Any act of the processor
or producer to entice customers into a retailer’s store would be considered in-direct
money’s worth.

Examples of prohibited activities include, but are not limited to:
» Licensees creating a second company to give away items or sell items below true
market value to a retailer

» Producer or processor having or sponsoring events for licensees or employees of a
retailer

» Incentive programs (swag, prizes, or cash for selling a producer/processor’s items)

» Negotiating any discount for customers of a producer/processor’s product (rebates,
split discounts, custom products, etc.)

» Retailers requiring bulk discounts, rebates, custom products, or services outside of
what is allowed in RCW 69.50.369

What Can be Provided?

Producers and processors can provide some items and services to cannabis retail
licensees, but they are limited to items of nominal value, and those items cannot be
passed on to retail customers. Producers and processors may also participate in specific
retail events, if they follow the parameters outlined in RCW 69.50.585.

Examples of what is allowed:
 Items of nominal value such as branded promotional items (lighters, pencils,
apparel, and similar items valued $30 or less singularly or in the aggregate)
» Educational participation in “vendor day” type events at retail locations
« Listing the locations that carry product on the producer / processor licensee’s

website

Note: None of these types of allowed activities can be required by either licensee as a
condition of business.

Relevant RCWs and WAC:

RCW 69.50.328

WAC 314-55-018

RCW 69.50.369

RCW 69.50.585

In Summary, a non-retail entity may not have an interest in, or undue influence over, a
retailer. Also, a retailer cannot require non-retail licensees to engage in prohibited
practices as a condition of doing business. Undue influence occurs when a non-retail

https://mail.google.com/mail/u/1/?ik=35d2570e8d&view=pt&search=all&permmsgid=msg-f:1764447437790355242&simpl=msg-f:1764447437790355242
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cannabis entity provides money or money’s worth items to a retailer. Money’s worth
encompasses money, items of value, and services supplied either directly or indirectly to a
retailer. The money’s worth prohibitions are to prevent undue influence over other
licensees and ultimately, on consumers.

Please contact your assigned Cannabis Compliance Consultant with any questions.

Stay Connected with Washington State Liquor and Cannabis Board:

EBREa
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| 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 aresult, 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.

| 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. | 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.
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Enforcement and Education Division
Bulletin No 23-01

Date: April 28, 2023

To: Cannabis Industry Members (Cannabis Producers, Processors, and Retailers)
From: Washington State Liquor and Cannabis Board

Subject: Direct and In-Direct Money’s Worth

This bulletin is to clarify what is allowable in financial agreements between cannabis
producers, processors, and retailers. RCW 69.50.328 and WAC 314-55-018 prohibit
cannabis producers or processors (non-retail licensees) from giving or lending money, or
from giving or lending items or services of value to a cannabis retailer. Exceptions to that
prohibition are outlined in RCW 69.50.585. These restrictions, referred to as “money’s
worth,” are intended to prohibit actions which influence or attempt to influence the
purchasing practices of the retailer with respect to cannabis product.

Direct Money’s Worth

Direct money’s worth involves a producer or processor giving tangible items such as
money or gifts to a licensee or a retailer requiring the producer or processor to engage in
prohibited practices as a condition of doing business. This would include loans of money,
gifts, or services.

Examples of prohibited activities include, but are not limited to:

» Producer or processor lending or giving money to a retailer
 Gifts beyond nominal value

o Extension of credit

David Sanders <david@thclawfirm.com>

Fri, Apr 28, 2023 at 11:56 AM
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» Volume discounts

» Discount of product to one retailer over another

Providing Money’s Worth by Indirect Means

In-direct money’s worth is producer or processor activity that could influence the retailer.
This includes providing goods or services above nominal value to others, such as the
retailer’s employees or other third parties, to influence a retailer. Any act of the processor
or producer to entice customers into a retailer’s store would be considered in-direct
money’s worth.

Examples of prohibited activities include, but are not limited to:
» Licensees creating a second company to give away items or sell items below true
market value to a retailer

» Producer or processor having or sponsoring events for licensees or employees of a
retailer

» Incentive programs (swag, prizes, or cash for selling a producer/processor’s items)

» Negotiating any discount for customers of a producer/processor’s product (rebates,
split discounts, custom products, etc.)

» Retailers requiring bulk discounts, rebates, custom products, or services outside of
what is allowed in RCW 69.50.369

What Can be Provided?

Producers and processors can provide some items and services to cannabis retail
licensees, but they are limited to items of nominal value, and those items cannot be
passed on to retail customers. Producers and processors may also participate in specific
retail events, if they follow the parameters outlined in RCW 69.50.585.

Examples of what is allowed:
 Items of nominal value such as branded promotional items (lighters, pencils,
apparel, and similar items valued $30 or less singularly or in the aggregate)
» Educational participation in “vendor day” type events at retail locations
« Listing the locations that carry product on the producer / processor licensee’s

website

Note: None of these types of allowed activities can be required by either licensee as a
condition of business.

Relevant RCWs and WAC:

RCW 69.50.328

WAC 314-55-018

RCW 69.50.369

RCW 69.50.585

In Summary, a non-retail entity may not have an interest in, or undue influence over, a
retailer. Also, a retailer cannot require non-retail licensees to engage in prohibited
practices as a condition of doing business. Undue influence occurs when a non-retail

https://mail.google.com/mail/u/1/?ik=35d2570e8d&view=pt&search=all&permmsgid=msg-f:1764447437790355242&simpl=msg-f:1764447437790355242
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cannabis entity provides money or money’s worth items to a retailer. Money’s worth
encompasses money, items of value, and services supplied either directly or indirectly to a
retailer. The money’s worth prohibitions are to prevent undue influence over other
licensees and ultimately, on consumers.

Please contact your assigned Cannabis Compliance Consultant with any questions.

Stay Connected with Washington State Liquor and Cannabis Board:

EBREa

SUBSCRIBER SERVICES:
Manage Subscriptions | Unsubscribe All | Help

This email was sent to david@thclawfirm.com using GovDelivery Communications Cloud on behalf of: Washington State Liquor QOVDE”VERYE
and Cannabis Board - 1025 Union Avenue SE - P.O. Box 43088 - Washington 98504-3088
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RCW 69.50.325 Cannabis producer's license, cannabis processor's
license, cannabis retailer's license. (1) There shall be a cannabis
producer's license regulated by the board and subject to annual
renewal. The licensee is authorized to produce: (a) Cannabis for sale
at wholesale to cannabis processors and other cannabis producers; (b)
immature plants or clones and seeds for sale to cooperatives as
described under RCW 69.51A.250; and (c) immature plants or clones and
seeds for sale to qualifying patients and designated providers as
provided under RCW 69.51A.310. The production, possession, delivery,
distribution, and sale of cannabis in accordance with the provisions
of this chapter and the rules adopted to implement and enforce it, by
a validly licensed cannabis producer, shall not be a criminal or civil
offense under Washington state law. Every cannabis producer's license
shall be issued in the name of the applicant, shall specify the
location at which the cannabis producer intends to operate, which must
be within the state of Washington, and the holder thereof shall not
allow any other person to use the license. The application fee for a
cannabis producer's license shall be two hundred fifty dollars. The
annual fee for issuance and renewal of a cannabis producer's license
shall be one thousand three hundred eighty-one dollars. A separate
license shall be required for each location at which a cannabis
producer intends to produce cannabis.

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

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

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

(c) (1) A cannabis retailer's license is subject to forfeiture in
accordance with rules adopted by the board pursuant to this section.

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

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

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

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

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

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

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

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

(d) The board may issue cannabis retailer licenses pursuant to
this chapter and RCW 69.50.335. [2022 ¢ 16 s 54; 2020 ¢ 236 s 6; 2018
c 132 s 3. Prior: 2017 c¢ 317 s 1; 2017 ¢ 316 s 2; 2016 c 170 s 1; 2015
c 70 s 5; 2014 ¢ 192 s 2; 2013 ¢ 3 s 4 (Initiative Measure No. 502,
approved November 6, 2012).]

Intent—Finding—2022 c 16: See note following RCW 69.50.101.
Findings—Intent—2020 c 236: See note following RCW 69.50.335.

Effective date—2018 ¢ 132 s 3: "Section 3 of this act takes
effect July 1, 2018."™ [2018 c 132 s 4.]
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Findings—2017 ¢ 317: "The legislature finds that protecting the
state's children, youth, and young adults under the legal age to
purchase and consume marijuana [cannabis], by establishing limited
restrictions on the advertising of marijuana [cannabis] and marijuana
[cannabis] products, is necessary to assist the state's efforts to
discourage and prevent underage consumption and the potential risks
associated with underage consumption. The legislature finds that these
restrictions assist the state in maintaining a strong and effective
regulatory and enforcement system as specified by the federal
government. The legislature finds this act leaves ample opportunities
for licensed marijuana [cannabis] businesses to market their products
to those who are of legal age to purchase them, without infringing on
the free speech rights of business owners. Finally, the legislature
finds that the state has a substantial and compelling interest in
enacting this act aimed at protecting Washington's children, youth,
and young adults." [2017 c 317 s 12.]

Application—2017 ¢ 317: "This act applies prospectively only and
not retroactively. It applies only to causes of action that arise (if
change is substantive) or that are commenced (if change is procedural)
on or after July 23, 2017." [2017 c¢ 317 s 25.]

Effective date—2017 ¢ 316 ss 2 and 3: "Sections 2 and 3 of this
act take effect July 1, 2018."™ [2017 c 316 s 4.]

Effective date—2016 c 170: "This act takes effect July 1, 2016."
[2016 ¢ 170 s 3.]

Short title—Findings—Intent—References to Washington state
liquor control board—Draft legislation—2015 c 70: See notes following
RCW 66.08.012.

Intent—2013 ¢ 3 (Initiative Measure No. 502): See note following
RCW 69.50.101.

Certified on 7/12/2024 RCW 69.50.325 Page 3



RCW 69.50.331 Application for license—Renewal fee
reimbursement, social equity plan. (1) For the purpose of considering
any application for a license to produce, process, research,
transport, or deliver cannabis, useable cannabis, cannabis
concentrates, or cannabis-infused products subject to the regulations
established under RCW 69.50.385, or sell cannabis, or for the renewal
of a license to produce, process, research, transport, or deliver
cannabis, useable cannabis, cannabis concentrates, or cannabis-infused
products subject to the regulations established under RCW 69.50.385,
or sell cannabis, the board must conduct a comprehensive, fair, and
impartial evaluation of the applications timely received.

(a) The board may cause an inspection of the premises to be made,
and may inquire into all matters in connection with the construction
and operation of the premises. For the purpose of reviewing any
application for a license and for considering the denial, suspension,
revocation, cancellation, or renewal or denial thereof, of any
license, the board may consider any prior criminal arrests or
convictions of the applicant, any public safety administrative
violation history record with the board, and a criminal history record
information check. The board may submit the criminal history record
information check to the Washington state patrol and to the
identification division of the federal bureau of investigation in
order that these agencies may search their records for prior arrests
and convictions of the individual or individuals who filled out the
forms. The board must require fingerprinting of any applicant whose
criminal history record information check is submitted to the federal
bureau of investigation. The provisions of RCW 9.95.240 and of chapter
9.96A RCW do not apply to these cases. Subject to the provisions of
this section, the board may, in its discretion, grant or deny the
renewal or license applied for. Denial may be based on, without
limitation, the existence of chronic illegal activity documented in
objections submitted pursuant to subsections (7) (c) and (10) of this
section. Authority to approve an uncontested or unopposed license may
be granted by the board to any staff member the board designates in
writing. Conditions for granting this authority must be adopted by
rule.

(b) No license of any kind may be issued to:

(i) A person under the age of 21 years;

(ii) A person doing business as a sole proprietor who has not
lawfully resided in the state for at least six months prior to
applying to receive a license;

(iii) A partnership, employee cooperative, association, nonprofit
corporation, or corporation unless formed under the laws of this
state, and unless all of the members thereof are qualified to obtain a
license as provided in this section; or

(iv) A person whose place of business is conducted by a manager
or agent, unless the manager or agent possesses the same
qualifications required of the licensee.

(2) (a) The board may, in its discretion, subject to RCW
43.05.160, 69.50.563, 69.50.562, 69.50.334, and 69.50.342(3) suspend
or cancel any license; and all protections of the licensee from
criminal or civil sanctions under state law for producing, processing,
researching, or selling cannabis, cannabis concentrates, useable
cannabis, or cannabis-infused products thereunder must be suspended or
terminated, as the case may be.
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(b) The board must immediately suspend the license of a person
who has been certified pursuant to RCW 74.20A.320 by the department of
social and health services as a person who is not in compliance with a
support order. If the person has continued to meet all other
requirements for reinstatement during the suspension, reissuance of
the license is automatic upon the board's receipt of a release issued
by the department of social and health services stating that the
licensee is in compliance with the order.

(c) The board may request the appointment of administrative law
judges under chapter 34.12 RCW who shall have power to administer
oaths, issue subpoenas for the attendance of witnesses and the
production of papers, books, accounts, documents, and testimony,
examine witnesses, receive testimony in any inquiry, investigation,
hearing, or proceeding in any part of the state, and consider
mitigating and aggravating circumstances in any case and deviate from
any prescribed penalty, under rules the board may adopt.

(d) Witnesses must be allowed fees and mileage each way to and
from any inquiry, investigation, hearing, or proceeding at the rate
authorized by RCW 34.05.446. Fees need not be paid in advance of
appearance of witnesses to testify or to produce books, records, or
other legal evidence.

(e) In case of disobedience of any person to comply with the
order of the board or a subpoena issued by the board, or any of its
members, or administrative law judges, or on the refusal of a witness
to testify to any matter regarding which he or she may be lawfully
interrogated, the judge of the superior court of the county in which
the person resides, on application of any member of the board or
administrative law Jjudge, compels obedience by contempt proceedings,
as in the case of disobedience of the requirements of a subpoena
issued from said court or a refusal to testify therein.

(3) Upon receipt of notice of the suspension or cancellation of a
license, the licensee must forthwith deliver up the license to the
board. Where the license has been suspended only, the board must
return the license to the licensee at the expiration or termination of
the period of suspension. The board must notify all other licensees in
the county where the subject licensee has its premises of the
suspension or cancellation of the license; and no other licensee or
employee of another licensee may allow or cause any cannabis, cannabis
concentrates, useable cannabis, or cannabis-infused products to be
delivered to or for any person at the premises of the subject
licensee.

(4) Every license issued under this chapter is subject to all
conditions and restrictions imposed by this chapter or by rules
adopted by the board to implement and enforce this chapter. All
conditions and restrictions imposed by the board in the issuance of an
individual license must be listed on the face of the individual
license along with the trade name, address, and expiration date.

(5) Every licensee must post and keep posted its license, or
licenses, in a conspicuous place on the premises.

(6) No licensee may employ any person under the age of 21 years.

(7) (a) Before the board issues a new or renewed license to an
applicant it must give notice of the application to the chief
executive officer of the incorporated city or town, if the application
is for a license within an incorporated city or town, or to the county
legislative authority, if the application is for a license outside the
boundaries of incorporated cities or towns, or to the tribal
government 1f the application is for a license within Indian country,
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or to the port authority if the application for a license is located
on property owned by a port authority.

(b) The incorporated city or town through the official or
employee selected by it, the county legislative authority or the
official or employee selected by it, the tribal government, or port
authority has the right to file with the board within twenty days
after the date of transmittal of the notice for applications, or at
least thirty days prior to the expiration date for renewals, written
objections against the applicant or against the premises for which the
new or renewed license is asked. The board may extend the time period
for submitting written objections upon request from the authority
notified by the board.

(c) The written objections must include a statement of all facts
upon which the objections are based, and in case written objections
are filed, the city or town or county legislative authority may
request, and the board may in its discretion hold, a hearing subject
to the applicable provisions of Title 34 RCW. If the board makes an
initial decision to deny a license or renewal based on the written
objections of an incorporated city or town or county legislative
authority, the applicant may request a hearing subject to the
applicable provisions of Title 34 RCW. If a hearing is held at the
request of the applicant, board representatives must present and
defend the board's initial decision to deny a license or renewal.

(d) Upon the granting of a license under this title the board
must send written notification to the chief executive officer of the
incorporated city or town in which the license is granted, or to the
county legislative authority if the license is granted outside the
boundaries of incorporated cities or towns.

(8) (a) Except as provided in (b) through (e) of this subsection,
the board may not issue a license for any premises within 1,000 feet
of the perimeter of the grounds of any elementary or secondary school,
playground, recreation center or facility, child care center, public
park, public transit center, or library, or any game arcade admission
to which is not restricted to persons aged 21 years or older.

(b) A city, county, or town may permit the licensing of premises
within 1,000 feet but not less than 100 feet of the facilities
described in (a) of this subsection, except elementary schools,
secondary schools, and playgrounds, by enacting an ordinance
authorizing such distance reduction, provided that such distance
reduction will not negatively impact the jurisdiction's civil
regulatory enforcement, criminal law enforcement interests, public
safety, or public health.

(c) A city, county, or town may permit the licensing of research
premises allowed under RCW 69.50.372 within 1,000 feet but not less
than 100 feet of the facilities described in (a) of this subsection by
enacting an ordinance authorizing such distance reduction, provided
that the ordinance will not negatively impact the jurisdiction's civil
regulatory enforcement, criminal law enforcement, public safety, or
public health.

(d) The board may license premises located in compliance with the
distance requirements set in an ordinance adopted under (b) or (c) of
this subsection. Before issuing or renewing a research license for
premises within 1,000 feet but not less than 100 feet of an elementary
school, secondary school, or playground in compliance with an
ordinance passed pursuant to (c) of this subsection, the board must
ensure that the facility:
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(1) Meets a security standard exceeding that which applies to
cannabis producer, processor, or retailer licensees;

(ii) Is inaccessible to the public and no part of the operation
of the facility is in view of the general public; and

(iii) Bears no advertising or signage indicating that it is a
cannabis research facility.

(e) The board must issue a certificate of compliance if the
premises met the requirements under (a), (b), (c), or (d) of this
subsection on the date of the application. The certificate allows the
licensee to operate the business at the proposed location
notwithstanding a later occurring, otherwise disqualifying factor.

(f) The board may not issue a license for any premises within
Indian country, as defined in 18 U.S.C. Sec. 1151, including any fee
patent lands within the exterior boundaries of a reservation, without
the consent of the federally recognized tribe associated with the
reservation or Indian country.

(9) A city, town, or county may adopt an ordinance prohibiting a
cannabis producer or cannabis processor from operating or locating a
business within areas zoned primarily for residential use or rural use
with a minimum lot size of five acres or smaller.

(10) In determining whether to grant or deny a license or renewal
of any license, the board must give substantial weight to objections
from an incorporated city or town or county legislative authority
based upon chronic illegal activity associated with the applicant's
operations of the premises proposed to be licensed or the applicant's
operation of any other licensed premises, or the conduct of the
applicant's patrons inside or outside the licensed premises. "Chronic
illegal activity" means (a) a pervasive pattern of activity that
threatens the public health, safety, and welfare of the city, town, or
county including, but not limited to, open container violations,
assaults, disturbances, disorderly conduct, or other criminal law
violations, or as documented in crime statistics, police reports,
emergency medical response data, calls for service, field data, or
similar records of a law enforcement agency for the city, town,
county, or any other municipal corporation or any state agency; or (b)
an unreasonably high number of citations for violations of RCW
46.61.502 associated with the applicant's or licensee's operation of
any licensed premises as indicated by the reported statements given to
law enforcement upon arrest.

(11) The board may not issue a cannabis retail license for any
premises not currently licensed if:

(a) The board receives a written objection from the legislative
authority of an incorporated city or town, or county legislative
authority, relating to the physical location of the proposed premises;

(b) The objection to the location from the incorporated city or
town, or county legislative authority, is received by the board within
20 days of the board notifying the incorporated city or town, or
county legislative authority, of the proposed cannabis retail
location; and

(c) The objection to the issuance of a cannabis retail license at
the specified location is based on a preexisting local ordinance
limiting outlet density in a specific geographic area. For purposes of
this subsection (11), a preexisting local ordinance is an ordinance
enacted and in effect before the date the applicant submits an
application for a cannabis retail license to the board identifying the
premises proposed to be licensed. No objection related to the physical
location of a proposed premises may be made by a local government
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under this subsection (11) based on a local ordinance enacted after
the date the applicant submits an application for a cannabis retail
license to the board identifying the premises proposed to be licensed.

(12) After January 1, 2024, all cannabis licensees are encouraged
but are not required to submit a social equity plan to the board. Upon
confirmation by the board that a cannabis licensee who is not a social
equity applicant, and who does not hold a social equity license issued
under RCW 69.50.335, has submitted a social equity plan, the board
must within 30 days reimburse such a licensee an amount equal to the
cost of the licensee's annual cannabis license renewal fee. The
license renewal fee reimbursement authorized under this subsection is
subject to the following limitations:

(a) The board may provide reimbursement one time only to any
licensed entity; and

(b) Any licensed entity holding more than one cannabis license 1is
eligible for reimbursement of the license renewal fee on only one
license. [2023 ¢ 220 s 2; 2022 c 16 s 58; 2020 ¢ 154 s 1; 2019 c 394
s 7; 2017 ¢ 317 s 2; 2015 2nd sp.s. ¢ 4 s 301; 2015 ¢ 70 s 6; 2013 c 3
s 6 (Initiative Measure No. 502, approved November 6, 2012).]

Intent—Finding—2022 c 16: See note following RCW 69.50.101.
Findings—2019 c 394: See note following RCW 69.50.563.

Findings—Application—2017 c 317: See notes following RCW
69.50.325.

Findings—Intent—Effective dates—2015 2nd sp.s. c 4: See notes
following RCW 69.50.334.

Short title—Findings—Intent—References to Washington state
liquor control board—Draft legislation—2015 c¢ 70: See notes following
RCW 66.08.012.

Intent—2013 ¢ 3 (Initiative Measure No. 502): See note following
RCW 69.50.101.
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RCW 69.50.335 Cannabis retailer, processor, producer licenses—
Issue, reissue of licenses—Social equity applicants—Rules—
Definitions. (1) (a) Beginning December 1, 2020, and until July 1,
2032, cannabis retailer licenses, cannabis processor licenses, and
cannabis producer licenses that have been subject to forfeiture,
revocation, or cancellation by the board, or cannabis retailer
licenses that were not previously issued by the board but could have
been issued without exceeding the limit on the statewide number of
cannabis retailer licenses established before January 1, 2020, by the
board, may be issued or reissued to an applicant who meets the
cannabis retailer license, cannabis processor license, or cannabis
producer license requirements of this chapter.

(b) In accordance with (a) of this subsection, the board may
issue or reissue:

(i) Up to 100 cannabis processor licenses immediately; and

(ii) Beginning January 1, 2025, up to 10 cannabis producer
licenses, which must be issued in conjunction with a cannabis
processor license.

(c) In addition to the cannabis retailer licenses and cannabis
producer licenses that may be issued under (a) and (b) of this
subsection, beginning January 1, 2023, and continuing every three
years until July 1, 2032, the board may, with the approval of the
legislature through the passage of a bill, increase the number of
cannabis retailer licenses and cannabis producer licenses for the
social equity program based on:

(i) The most recent census data available as of January 1, 2023;
and

(ii) The annual population estimates published by the office of
financial management.

(d) In addition to the cannabis retailer licenses that may be
issued under (a) of this subsection, beginning January 1, 2024, and
until July 1, 2032, the board may issue up to 52 cannabis retailer
licenses for the social equity program.

(e) (1) At the time of licensure, all licenses issued under the
social equity program under this section may be located in any city,
town, or county in the state that allows cannabis retail, cannabis
production, or cannabis processing business activities, as applicable,
at the proposed location, regardless of:

(A) Whether a cannabis retailer license, cannabis producer
license, or cannabis processor license was originally allocated to or
issued in another city, town, or county; and

(B) The maximum number of retail cannabis licenses established by
the board for each county under RCW 69.50.345.

(ii) The board must adopt rules establishing a threshold of the
number of licenses created by this section that can be located in each
county.

(f) After a social equity license has been issued under this
section for a specific location, the location of the licensed business
may not be moved to a city, town, or county different from the city,
town, or county for which it was initially licensed.

(2) (a) In order to be considered for a cannabis retailer license,
cannabis processor license, or cannabis producer license under
subsection (1) of this section, an applicant must be a social equity
applicant and submit required cannabis license materials to the board.
If the application proposes ownership by more than one person, then at
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least 51 percent of the proposed ownership structure must reflect the
qualifications of a social equity applicant.

(b) Persons holding an existing cannabis retailer license or
title certificate for a cannabis retailer business in a local
jurisdiction subject to a ban or moratorium on cannabis retail
businesses may apply for a license under this section.

(3) (a) In determining the priority for issuance of a license
among applicants, the board must select a third-party contractor to
identify and score social equity applicants, using a scoring rubric
developed by the board. The board must rely on the score provided by
the third-party contractor in issuing licenses.

(b) The board may deny any application submitted under this
subsection if:

(1) The board determines that, upon the advice of the third-party
contractor, the application does not meet the social equity licensing
requirements of this chapter; or

(ii) The board determines the application does not otherwise meet
licensing requirements.

(4) The board must adopt rules to implement this section. Prior
to adopting any rule implementing this section, the board must
consider advice on the social equity program from individuals the
program is intended to benefit. Rules may also require that licenses
awarded under this section only be transferred to or assumed by
individuals or groups of individuals who comply with the requirements
for initial licensure as a social equity applicant for a period of at
least five years from the date of initial licensure.

(5) The annual fee for issuance, reissuance, or renewal for any
license under this section must be waived through July 1, 2032.

(6) The definitions in this subsection apply throughout this
section unless the context clearly requires otherwise.

(a) "Disproportionately impacted area" means a census tract or
comparable geographic area within Washington state where community
members were more likely to be impacted by the war on drugs. These
areas must be determined in rule by the board, in consultation with
the office of equity, using a standardized statistical equation to
identify areas with demographic indicators consistent with populations
most impacted by the war on drugs. These areas must be assessed to
account for demographic changes in the composition of the population
over time. Disproportionately impacted areas must include census
tracts or comparable geographic areas in the top 15th percentile in at
least two of the following demographic indicators of populations most
impacted by the war on drugs:

(1) The area has a high rate of people living under the federal
poverty level;

(i1) The area has a high rate of people who did not graduate from
high school;

(iii) The area has a high rate of unemployment; or

(iv) The area has a high rate of people receiving public
assistance.

(b) "Social equity applicant" means an applicant who has at least
51 percent ownership and control by one or more individuals who meet
at least two of the following qualifications:

(1) Lived in a disproportionately impacted area in Washington
state for a minimum of five years between 1980 and 2010;

(11) Has been arrested or convicted of a cannabis offense or has
a family member who has been arrested or convicted of a cannabis
offense;
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(iii) Had a household income in the year prior to submitting an
application under this section that was less than the median household
income within the state of Washington as calculated by the United
States census bureau; or

(iv) Is both a socially and economically disadvantaged individual
as defined by the office of minority and women's business enterprises
under chapter 39.19 RCW.

(c) "Social equity goals" means:

(i) Increasing the number of cannabis retailer, producer, and
processor licenses held by social equity applicants from
disproportionately impacted areas; and

(i1) Reducing accumulated harm suffered by individuals, families,
and local areas subject to severe impacts from the historical
application and enforcement of cannabis prohibition laws.

(7) Except for the process detailed in subsection (1) of this
section, the process for creating new cannabis retail licenses under
this chapter remains unaltered. [2023 ¢ 220 s 3; 2022 ¢ 16 s ©60; 2021
c 169 s 2; 2020 ¢ 236 s 2.]

Intent—Finding—2022 c 16: See note following RCW 69.50.101.

Findings—Intent—2020 c 236: " (1) The legislature finds that
additional efforts are necessary to reduce barriers to entry to the
cannabis industry for individuals and communities most adversely
impacted by the enforcement of cannabis-related laws. In the interest
of establishing a cannabis industry that is equitable and accessible
to those most adversely impacted by the enforcement of drug-related
laws, including cannabis-related laws, the legislature finds a social
equity program should be created.

(2) The legislature finds that individuals who have been arrested
or incarcerated due to drug laws, and those who have resided in areas
of high poverty, suffer long-lasting adverse consequences, including
impacts to employment, business ownership, housing, health, and long-
term financial well-being. The legislature also finds that family
members, especially children, and communities of those who have been
arrested or incarcerated due to drug laws, suffer from emotional,
psychological, and financial harms as a result of such arrests and
incarceration. The legislature further finds that individuals in
disproportionately impacted areas suffered the harms of enforcement of
cannabis-related laws. Those communities face greater difficulties
accessing traditional banking systems and capital for establishing
businesses.

(3) The legislature therefore finds that in the interest of
remedying harms resulting from the enforcement of cannabis-related
laws in disproportionately impacted areas, creating a social equity
program will further an equitable cannabis industry by promoting
business ownership among individuals who have resided in areas of high
poverty and high enforcement of cannabis-related laws. The social
equity program should offer, among other things, financial and
technical assistance and license application benefits to individuals
most directly and adversely impacted by the enforcement of cannabis-
related laws who are interested in starting cannabis business
enterprises. It is the intent of the legislature that implementation
of the social equity program authorized by this act not result in an
increase in the number of marijuana [cannabis] retailer licenses above
the limit on the number of marijuana [cannabis] retailer licenses in
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the state established by the [Washington state liquor and cannabis]
board before January 1, 2020." [2020 c 236 s 1.]
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RCW 69.50.395 Licensed cannabis businesses, agreements—
Disclosure to state liquor and cannabis board. (1) A licensed
cannabis business may enter into an agreement with any person,
business, or other entity for:

(a) Any goods or services that are registered as a trademark
under federal law, under chapter 19.77 RCW, or under any other state
or international trademark law;

(b) Any unregistered trademark, trade name, or trade dress; or

(c) Any trade secret, technology, or proprietary information used
to manufacture a cannabis product or used to provide a service related
to any cannabis business.

(2) Any agreements entered into by a licensed cannabis business,
as authorized under this section, must be disclosed to the board and
may include:

(a) A royalty fee or flat rate calculated based on sales of each
product that includes the intellectual property or was manufactured or
sold using the licensed intellectual property or service, provided
that the royalty fee is no greater than an amount equivalent to ten
percent of the licensed cannabis business's gross sales derived from
the sale of such product;

(b) A flat rate or lump sum calculated based on time or
milestones;

(c) Terms giving either party exclusivity or qualified
exclusivity as it relates to use of the intellectual property;

(d) Quality control standards as necessary to protect the
integrity of the intellectual property;

(e) Enforcement obligations to be undertaken by the licensed
cannabis business;

(f) Covenants to use the licensed intellectual property; and

(g) Assignment of licensor improvements of the intellectual
property.

(3) A person, business, or entity that enters into an agreement
with a licensed cannabis business, where both parties to the agreement
are in compliance with the terms of this section, is exempt from the
requirement to qualify for a cannabis business license for purposes of
the agreements authorized by subsection (1) of this section.

(4) All agreements entered into by a licensed cannabis business,
as authorized by this section, are subject to the board's
recordkeeping requirements as established by rule. [2022 ¢ 16 s 83;
2019 ¢ 380 s 1; 2017 ¢ 317 s 16.]

Intent—Finding—2022 c 16: See note following RCW 69.50.101.

Findings—Application—2017 c 317: See notes following RCW
69.50.325.
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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 ¢ 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 314-55-018 Prohibited practices—Money advances—Contracts—
Gifts—Rebates, discounts, and exceptions, etc. (1) No industry mem-
ber or licensee shall enter into any agreement which causes undue in-
fluence over another licensee or industry member. This rule shall not
be construed as prohibiting the placing and accepting of orders for
the purchase and delivery of cannabis that are made in accordance with
usual and common business practice and that are otherwise in compli-
ance with chapter 69.50 RCW and this chapter.

(2) No cannabis producer or processor shall advance and no canna-
bis licensee shall receive money or moneys' worth under an agreement
written or unwritten or by means of any other business practice or ar-
rangement such as:

(a) Gifts;

(b) Discounts;

(c) Loans of money;

(d) Premiums;

(e) Rebates;

(f) Free product of any kind except as allowed by WAC 314-55-096

and RCW 69.50.585; or

(g) Treats or services of any nature whatsoever except such serv-
ices as are authorized in this section and under RCW 69.50.585.

(3) "Industry member" means a licensed cannabis producer, canna-
bis processor, cannabis retailer, cannabis transportation licensee,
cannabis research licensee, their authorized representatives, and in-
cluding, but not limited to, any affiliates, subsidiaries, officers,
partners, financiers, agents, employees, and representatives of any
licensee.

(4) Consistent with WAC 314-55-017, no industry member or employ-
ee thereof shall sell to any cannabis licensee or solicit from any
such licensee any order for any cannabis tied in with, or contingent
upon, the licensee's purchase of some other cannabis, or any other
merchandise, paraphernalia, property, or service.

(5) If the LCB finds in any instance that any licensee has viola-
ted this section, then all licensees involved in the wviolation shall
be held equally responsible.

[Statutory Authority: RCW 66.08.030 and 2015 c¢ 70. WSR 24-16-064, §
314-55-018, filed 7/31/24, effective 8/31/24. Statutory Authority: RCW
69.50.342 and 2022 ¢ 1lo § 168. WSR 22-14-111, §& 314-55-018, 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, § 314-55-018,
filed 10/31/18, effective 12/1/18. Statutory Authority: RCW 69.50.342
and 69.50.345. WSR 16-11-110, § 314-55-018, filed 5/18/16, effective
6/18/16; WSR 15-11-107, § 314-55-018, filed 5/20/15, effective
6/20/15.]
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WAC 314-55-035 Qualifying for a cannabis 1license. A cannabis
license must be issued in the name(s) of the true party(ies) of inter-
est. The board may conduct an investigation of any true party of in-
terest who exercises control over the applicant's business operations.
This may include financial and criminal background investigations.

(1) True parties of interest. True parties of interest must qual-
ify to be listed on the license, and meet residency requirements con-

sistent with this chapter.
interest"

For purposes of this title,

Entity

True party(ies) of
interest

Sole proprietorship

Sole proprietor

General partnership

All partners

Limited partnership,
limited liability
partnership, or limited
liability limited
partnership

All general partners
All limited partners

Limited liability company
(LLC)

All LLC members
All LLC managers

Privately held corporation

All corporate officers and
directors (or persons with
equivalent title)

All stockholders
Multilevel ownership All persons and entities
structures that make up the

ownership structure

Any entity(ies) or
person(s) with a right to
receive revenue, gross
profit, or net profit, or
exercising control over a
licensed business

Any entity(ies) or
person(s) with a right to
receive some or all of the
revenue, gross profit, or
net profit from the licensed
business during any full or
partial calendar or fiscal
year

Any entity(ies) or
person(s) who exercise(s)
control over the licensed
business

Nonprofit corporations

All individuals and entities
having membership rights
in accordance with the
provisions of the articles
of incorporation or bylaws

than five retail cannabis licenses,
or more than three processor licenses.

A married couple may not be a true party of interest in more
more than three producer licenses,
A married couple may not be a

"true party of

true party of interest in a cannabis retailer license and a cannabis
producer license or a cannabis retailer license and a cannabis pro-
cessor license.

(3) The following definitions apply to this chapter unless the
context clearly indicates otherwise:

(a) "Control" means the power to independently order,
the management, managers, or policies of a licensed business.

(b) "Financial institution" means any bank, mutual savings bank,
consumer loan company, credit union, savings and loan association,
trust company, or other lending institution under the Jjurisdiction of
the department of financial institutions.

or direct
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(c) "Gross profit" means sales minus the cost of goods sold.

(d) "Net profit" means profits minus all other expenses of the
business.
(e) "Revenue" means the income generated from the sale of goods

and services associated with the main operations of business before
any costs or expenses are deducted.

(4) For purposes of this chapter, "true party of interest" does
not include (this is a nonexclusive list):

(a) A person or entity receiving payment for rent on a fixed ba-
sis under a lease or rental agreement. Notwithstanding, if there is a
common ownership interest between the applicant or licensee, and the
entity that owns the real property, the board may investigate all
funds associated with the landlord to determine if a financier rela-
tionship exists. The board may also investigate a landlord in situa-
tions where a rental payment has been waived or deferred.

(b) A person who receives a bonus or commission based on their
sales, so long as the commission does not exceed 10 percent of their
sales in any given bonus or commission period. Commission-based com-
pensation agreements must be in writing.

(c) A person or entity contracting with the licensee(s) to re-
ceive a commission for the sale of the business or real property.

(d) A consultant receiving a flat or hourly rate compensation un-
der a written contractual agreement.

(e) A person with an option to purchase the applied for or 1i-
censed business, so long as no money has been paid to the licensee un-
der an option contract or agreement for the purchase or sale of the
licensed business, or a business that is applying for a license.

(f) Any business or individual with a contract or agreement for
services with a licensed business, such as a branding or staffing com-
pany, will not be considered a true party of interest, as long as the
licensee retains the right to and controls the business.

(g) A financial institution.

(5) Notification.

(a) Except as provided in this subsection (4) (a) (i), (ii), and
(1ii), after licensure the 1licensee must continue to disclose the
source of all funds to be invested in the licensed business, including
all funds obtained from financiers, prior to investing the funds into
the licensed business.

(1) Revenues of the licensed cannabis business that are reinves-
ted in the business do not require notification or vetting by the
board.

(ii) Proceeds of a revolving loan where such loan has been ap-
proved by the board within the three previous years do not need to be
vetted by the board, unless the source of the funds has changed or the
approved loan amount has increased.

(iii) If the source of funds is an identified true party of in-
terest on the license, or a previously approved financier associated
with the license, or a previously approved revolving loan, the board
will allow these funds to be used upon receipt of an application to
use such funds. The board will then investigate the source of funds.
If the board cannot verify the source of funds after reasonable inqui-
ry, or the board determines that the funds were obtained in a manner
in violation of the law, the board may take actions consistent with
the provisions of this chapter.

(b) Licensees must receive board approval before making any own-
ership changes consistent with WAC 314-55-120.
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(c) Noncompliance with the requirements of this section may re-
sult in action consistent with this chapter.

(6) Disclosure agreements and intellectual property.

(a) Licensed cannabis businesses may enter into agreements con-
sistent with the provisions of RCW 69.50.395.

(b) Notwithstanding the foregoing, no producer or pProcessors may
enter into an intellectual property agreement with a retailer.

(7) Financiers.

(a) Consistent with WAC 314-55-010(21), a financier is any person
or entity, other than a financial institution or a government entity,
that provides money as a gift, a grant, or loans money to an appli-
cant, business, or both, and expects to be paid back the amount of the
loan, with or without reasonable interest.

(b) A financier may not receive an ownership interest, control of
the business, a share of revenue, gross profits or net profits, a
profit sharing interest, or a percentage of the profits in exchange
for a loan or gift of funds, unless the financier, if directly in-
volved in the loaning of funds, receives board approval and has quali-
fied on the license as a true party of interest.

(c) Washington state residency requirements do not apply to fin-
anciers who are not also a true party of interest, but all financiers
must reside within the United States.

(d) The Dboard will conduct a financial and criminal background
investigation on all financiers.

[Statutory Authority: RCW 69.50.342 and 69.50.345. WSR 24-21-051, s
314-55-035, filed 10/9/24, effective 1/7/25. Statutory Authority: RCW
69.50.342 and 2022 c¢ 16 § 168. WSR 22-14-111, § 314-55-035, filed
7/6/22, effective 8/6/22. Statutory Authority: RCW 69.50.342,
69.50.345, 69.50.395 and 2019 c¢ 380. WSR 20-18-099, § 314-55-035,
filed 9/2/20, effective 10/3/20. Statutory Authority: RCW 69.50.342
and 69.50.345. WSR 16-11-110, § 314-55-035, 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, § 314-55-035, filed 10/21/13, effective
11/21/13.1
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WAC 314-55-050 Withdrawal, denial, suspension, or cancellation
of a cannabis license application or 1license. (1) The board has the
discretion to withdraw, deny, suspend, or cancel a cannabis license
application or license consistent with RCW 69.50.331, for reasons in-
cluding, but not limited to, the following:

(a) Not meeting the initial or ongoing qualifications, require-
ments, or both for a specific cannabis license, as outlined in this
chapter and chapter 69.50 RCW;

(b) Not submitting information or documentation requested by the
board during the application evaluation process;

(c) Misrepresenting fact, or not disclosing a material fact to
the board during the application process or any review or follow-up
review that may occur after a license has been issued;

(d) Not meeting the background check standards outlined in WAC
314-55-040;

(e) Not meeting the cannabis law or rule violation history stand-
ards outlined in WAC 314-55-045;

(f) Using funds that cannot be verified for the acquisition,
startup and operation of the business, or obtained in a way that vio-
lates the law;

(g) Not allowing the board or its authorized representative ac-
cess to any place where a licensed activity takes place;

(h) Not producing any book, record or document required by law or
board rule;

(1) The applicant or licensee has had a cannabis license or medi-
cal cannabis license denied, suspended, or canceled in another state
or local jurisdiction;

(j) The city, county, tribal government, or port authority has
submitted a substantiated objection to the application or against the
premises for which the new or renewed license is requested, as descri-
bed in RCW 69.50.331 (7) and (10).

(k) The applicant or licensee has not paid taxes or fees required
under chapter 69.50 RCW or did not provide production, processing, in-
ventory, sales and transportation reports or documentation required
under this chapter.

(1) The applicant or licensee did not submit an attestation that
they are current 1in any tax obligations to the Washington state de-
partment of revenue.

(m) The applicant or licensee has been denied a ligquor or canna-
bis license or had a liquor license or cannabis license suspended or
revoked in this or any other state.

(n) The operating plan submitted with the application does not
demonstrate that the applicant meets the criteria for licensure.

(0) The applicant or licensee does not operate their Dbusiness
consistent with the operating plan approved by the board.

(p) The board determines the issuance of the license will not be
in the best interest of the welfare, health, or safety of the people
of the state.

(2) Except as provided in subsection (3) of this section, the
board will not issue a new cannabis license if the proposed licensed
business is within 1,000 feet of the perimeter of the grounds of any
of the facilities 1listed in (a) through (h) of this subsection. The
distance will be measured as the shortest straight line distance from
the property line of the proposed building or business location to the
property line of the entities listed below:

(a) Elementary or secondary school;

(b) Playground;
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Recreation center or facility;
Child care center;

Public park;

Public transit center;
Library; or

(h) Any game arcade (where admission is not restricted to persons
age 21 or older).

(3) (a) A city or county may, by local ordinance, permit cannabis
businesses licensing within 1,000 feet but not less than 100 feet of
the facilities listed in subsection (2) of this section except elemen-
tary and secondary schools, and playgrounds.

(b) If an applicant applies for a cannabis license at a location
less than 1,000 feet of a recreation center or facility, child care
center, public park, public transit center, library, or game arcade,
the applicant must provide the LCB with a copy of the local ordinance
that describes the distance required by the city or county where the
facility will be located.

o~~~ o~ o~

oQ O Q0

[Statutory Authority: RCW 66.08.030 and 2015 c¢ 70. WSR 24-16-064, §
314-55-050, 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, §
314-55-050, filed 10/12/22, effective 11/12/22. Statutory Authority:
RCW 69.50.325, 69.50.342, 69.50.345, and 69.50.369. WSR 18-22-055, §
314-55-050, filed 10/31/18, effective 12/1/18. Statutory Authority:
RCW 69.50.342 and 69.50.345. WSR 16-11-110, & 314-55-050, filed
5/18/16, effective 6/18/16; WSR 14-06-108, § 314-55-050, filed 3/5/14,
effective 4/5/14. Statutory Authority: RCW 69.50.325, 69.50.331,
69.50.342, 69.50.345. WSR 13-21-104, § 314-55-050, filed 10/21/13, ef-
fective 11/21/13.]
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WAC 314-55-079 Cannabis retailer license—Privileges, require-
ments, and fees. (1) A cannabis retailer license allows the licensee
to sell only useable cannabis, cannabis concentrates, cannabis-infused
products, cannabis paraphernalia, and lockable boxes to store cannabis
at retail in licensed retail outlets to persons 21 years of age and
older, except as allowed for persons under 21 years of age consistent
with RCW 69.50.357 and WAC 314-55-080.

(2) The board may accept applications for cannabis retail licen-
ses at time frames published on its website at lcb.wa.gov. Using esti-
mated consumption data and population data obtained from the office of
financial management (OFM) population data, the board will determine
the maximum number of cannabis retail locations per county.

(a) The number of retail locations will be determined using a
method that distributes the number of locations proportionate to the
most populous cities within each county and to accommodate the medical
needs of qualifying patients and designated providers. Locations not
assigned to a specific city will be at large. At large locations can
be used for unincorporated areas in the county or in cities within the
county that have no retail licenses designated.

Consistent with WAC 314-55-570 (4) (d), social equity licenses
that are currently designated to specific cities may be located any-
where within the county in which the city is located. A license may
not be transferred outside of that county.

(b) The number of retail licenses determined by the board can be
found on the board website at lcb.wa.gov.

(3) Any entity and/or principals within any entity are limited to
no more than five retail cannabis licenses.

(4) Application and license fees.

(a) The application fee for a cannabis retailer's license is $250
consistent with RCW 69.50.325 (3) (a). The applicant is responsible for
fees required by the approved vendor for fingerprint evaluation.

(b) The annual fee for issuance and renewal of a cannabis retail-
er license 1s $1,381 consistent with RCW 69.50.325 (3) (a). The board
will conduct random background checks at the time of renewal that will
require the licensee to submit fingerprints for evaluation from the
approved vendor. The licensee is responsible for all fees required for
the background checks.

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

(6) Sales of cannabis-infused products not permissible under WAC
314-55-077 are prohibited.

(7) Cannabis retailers may not sell cannabis products below the
current acquisition cost.

(8) All cannabis products must be stored behind a counter or oth-
er barrier to ensure a customer does not have direct access to the
product.

(9) A cannabis retailer may not sell lockable boxes for less than
the cost of acquisition or sell boxes received as a donation. The don-
ation of lockable boxes must come from a person or entity that is not
a licensed cannabis producer, processor, or retailer.

(10) Cannabis retailer licensees are allowed to have a maximum of
four months of their average inventory on their licensed premises at
any given time.

(11) A cannabis retailer may transport product to other locations
operated by the licensee or to return product to a cannabis processor
as outlined in WAC 314-55-085.
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(12) A cannabis retailer may accept returns of open cannabis
products. Products must be returned in their original packaging with
the lot, batch, or inventory ID number fully legible.

(13) A cannabis retailer may dispose of cannabis products as pro-
vided in WAC 314-55-097.

(14) The board may take disciplinary action against any cannabis
retailer that fails to comply with the provisions of WAC 246-80-021.

[Statutory Authority: RCW 69.50.335, 69.50.336, 69.50.342, and 2022 c
16. WSR 22-21-058, § 314-55-079, filed 10/12/22, effective 11/12/22.
Statutory Authority: RCW 69.50.342 and 69.50.345. WSR 21-15-124, S
314-55-079, filed 7/21/21, effective 8/21/21. Statutory Authority: RCW
69.50.325, 69.50.342, 69.50.345, and 69.50.369. WSR 18-22-055, §
314-55-079, filed 10/31/18, effective 12/1/18. Statutory Authority:
RCW 69.50.342, 69.50.345, 2016 c¢ 170, 2016 c 171, and 2016 c 17. WSR
16-19-102, § 314-55-079, filed 9/21/16, effective 10/22/16. Statutory
Authority: RCW 69.50.342 and 69.50.345. WSR 16-11-110, § 314-55-079,
filed 5/18/16, effective 6/18/16; WSR 15-11-107, § 314-55-079, filed
5/20/15, effective 6/20/15; WSR 14-10-044, § 314-55-079, filed
4/30/14, effective 5/31/14. Statutory Authority: RCW 69.50.325,
69.50.331, 69.50.342, 69.50.345. WSR 13-21-104, § 314-55-079, filed
10/21/13, effective 11/21/13.]
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WAC 314-55-087 Recordkeeping requirements for cannabis 1licen-
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:

(1) 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;

(1) 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;

(1) 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 Jjars 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;

(qg) 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 wvouch-
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 1is 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

(11) Mailed to the board. Mailed notice must be addressed to:

LCB, ATTIN: Licensing - Receiverships, P.O. Box 43076, Olympia, WA
98504-3076 or, for certified mail, LCB, ATTIN: Licensing - Receiver-
ships, 1025 Union Avenue S.E., Olympia, WA 98504; or

(11id) 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:

(1) 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:

(1) 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 1is 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:

(1) 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 ¢ 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
licensed cannabis retailers; amending RCW 69.50.325; creating a new

section; and providing an effective date.

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

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

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

of Washington, and the holder thereof shall not allow any other
p. 1 ESSB 5403.SL
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person to wuse the 1license. The application fee for a cannabis
producer's license shall be two hundred fifty dollars. The annual fee
for issuance and renewal of a cannabis producer's license shall be
one thousand three hundred eighty-one dollars. A separate license
shall be required for each location at which a cannabis producer
intends to produce cannabis.

(2) There shall be a cannabis processor's license to process,
package, and label cannabis concentrates, useable cannabis, and
cannabis-infused products for sale at wholesale to cannabis
processors and cannabis retailers, regulated by the board and subject
to annual renewal. The processing, packaging, possession, delivery,
distribution, and sale of cannabis, useable cannabis, cannabis-
infused products, and cannabis concentrates 1in accordance with the
provisions of this chapter and chapter 69.51A RCW and the rules
adopted to implement and enforce these chapters, by a wvalidly
licensed cannabis processor, shall not be a criminal or civil offense
under Washington state law. Every cannabis processor's license shall
be issued in the name of the applicant, shall specify the location at
which the licensee intends to operate, which must be within the state
of Washington, and the holder thereof shall not allow any other
person to wuse the 1license. The application fee for a cannabis
processor's license shall be two hundred fifty dollars. The annual
fee for issuance and renewal of a cannabis processor's license shall
be one thousand three hundred eighty-one dollars. A separate license
shall be required for each location at which a cannabis processor
intends to process cannabis.

(3) (2a) There shall be a cannabis retailer's license to sell
cannabis concentrates, useable cannabis, and cannabis-infused
products at retail in retail outlets, regulated by the board and
subject to annual renewal. The possession, delivery, distribution,
and sale of cannabis concentrates, useable cannabis, and cannabis-
infused products in accordance with the provisions of this chapter
and the rules adopted to implement and enforce it, by a wvalidly
licensed cannabis retailer, shall not be a criminal or civil offense
under Washington state law. Every cannabis retailer's license shall
be issued in the name of the applicant, shall specify the location of
the retail outlet the 1licensee intends to operate, which must be
within the state of Washington, and the holder thereof shall not
allow any other person to use the license. The application fee for a

cannabis retailer's license shall be two hundred fifty dollars. The
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annual fee for issuance and renewal of a cannabis retailer's license
shall be one thousand three hundred eighty-one dollars. A separate
license shall be required for each location at which a cannabis
retailer intends to sell cannabis concentrates, useable cannabis, and
cannabis-infused products.

(b) (i) An individual retail 1licensee and all other persons or
entities with a financial or other ownership interest in the business
operating under the license are limited, in the aggregate, to holding
a collective total of not more than five retail cannabis licenses.

(11) A retail licensee and all other persons or entities with a

financial or other ownership interest may not enter into any

management agreement under RCW 69.50.331(1) (b) (iv) or any agreement

as referenced in RCW 69.50.395, whether or not in exchange for

payment, that confers a financial interest across more than five

retail cannabis licenses. For the purposes of this subsection,

"financial interest" includes, but is not limited to:

(A) Anvy sharing of profits or revenue;

(B) Anvy assistance, coordination, or recommendation for the

purchase of cannabis products whereupon pricing is coordinated or

discounted;

(C) The common use of intellectual property assets such as

branding, trade names, logos, social media accounts, or websites;

(D) Any operational control over the business or operational

support for typical day-to-day business operations, including core

business or executive functions of the retail cannabis license;

(E) Any sharing or coordination of marketing and advertising

efforts or expenses; and

(F) Any coordinated sharing of employment or hiring decisions,

including the shared employvment of individuals.

(c) (1) A cannabis retailer's license is subject to forfeiture in
accordance with rules adopted by the board pursuant to this section.

(ii) The board shall adopt rules to establish a 1license
forfeiture process for a licensed cannabis retailer that is not fully
operational and open to the public within a specified period from the
date of license issuance, as established by the board, subject to the
following restrictions:

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

(B) The Dboard must require license forfeiture on or Dbefore

twenty-four calendar months of 1license issuance if a cannabis
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retailer is not fully operational and open to the public, unless the
board determines that circumstances out of the licensee's control are
preventing the licensee from becoming fully operational and that, in
the board's discretion, the circumstances warrant extending the
forfeiture period beyond twenty-four calendar months.

(iii) The Dboard has discretion 1in adopting rules under this
subsection (3) (c).

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

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

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

(B) The adoption of an ordinance or regulation related to zoning,
business 1licensing, land use, or other regulatory measure that has
the effect of preventing a licensee from receiving an occupancy
permit from the jurisdiction or which otherwise prevents a licensed
cannabis retailer from becoming operational.

(d) The board may issue cannabis retailer 1licenses pursuant to
this chapter and RCW 69.50.335.

NEW SECTION. Sec. 2. This act applies:

(1) Retroactively to agreements entered before the effective date
of this section; and
(2) Prospectively to agreements entered or renewed on or after

the effective date of this section.

NEW SECTION. Sec. 3. This act takes effect January 1, 2026.

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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