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Date: March 10, 2026
Presented by: Kevin Walder, Policy & Rules Manager

Background

On January 12, 2026, the Washington State Liquor and Cannabis Board (Board)
received a petition for rulemaking from John Kingsbury requesting that the Board initiate
rulemaking to, “establish a requirement that retail stores verify patient recognition cards
and retain a record of this verification in order to grant and claim medical cannabis
excise tax exemptions for registered patients who qualify for and request these
exemptions.”

Substitute House Bill 1453 — 2023-24 was passed during the 2024 Legislative session,
signed into law by the Governor, made effective June 6, 2024, and set to expire June
30, 2029.

This bill amended RCW 69.50.535 to create a cannabis excise tax exemption for
qualified medical cannabis patients when purchasing DOH-compliant cannabis products
from a cannabis retailer with a medical cannabis endorsement.

The bill also requires the Joint Legislative Audit and Review Committee (JLARC) to
review this “tax preference" to determine if it meets the intended goals and submit a
report of its findings to the Legislature by December 1, 2028.

WAC 314-55-090 Medical cannabis patient excise tax exemption, was filed on
September 11, 2024 and became effective October 12, 2024.

This rule clarifies statutory eligibility requirements for the medical cannabis patient
exemption and further outlines related licensee verification procedures and
recordkeeping requirements.

Issue

Whether the Board should accept the petition to initiate rulemaking to amend WAC 314-
55-090 to require licensees to verify medical cannabis patient eligibility before a
licensee can process a medical cannabis excise tax exemption.
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https://app.leg.wa.gov/billsummary/?BillNumber=1453&Year=2023&Initiative=false
https://app.leg.wa.gov/RCW/default.aspx?cite=69.50.535
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-090

Sources of Law

Legislation

Substitute House Bill 1453 — 2023-24 Medical Cannabis Patients — Excise Tax
Exemption

Statutes

RCW 69.50.342 and RCW 69.50.345 identify the Board’s rulemaking authority over
cannabis.

RCW 69.50.535 — Section (2) establishes the medical cannabis patient exemption and
related requirements for retail licensees. The Notes (at the bottom of the page) include
required JLARC review and report criteria.

RCW 69.51A.230 — details requirements for the medical cannabis authorization
database and recognition cards administered by the Department of Health (DOH).

This statute allows DOH to contract with an entity to create, administer, and maintain a
secure and confidential medical cannabis authorization database that allows:

- A qualifying patient or designated provider to request and receive information on
any person or entity that has queried their name [(1)(c)]
- The LCB to verify excise tax exemptions under RCW 69.50.535 [(1)(9)]

Regulations

WAC 314-55-090 is the Medical cannabis patient excise tax exemption.

Analysis

The petition asserts that rulemaking is necessary to create a new requirement that
licensees must verify medical cannabis patient eligibility in the DOH medical cannabis
authorization database in order to process excise tax exemptions, and further outlines
several reasons why the failure of licensees to check a patient’s status creates hazards
that include jeopardizing the viability of the statutory exemption, which will undergo
review in 2028 and is currently set to expire in 2029.

This assertion is based on the personal experience of the petitioner, who requested
DOH records of inquiries into his medical cannabis patient status over the past year and
reports that only two of six licensees that provided him with excise tax exemptions had
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actually verified his medical cannabis patient status and exemption eligibility in the DOH
medical cannabis authorization database.
Some additional points of concern raised by the petitioner were:

Patient confidence in the integrity and security of the state’s medical cannabis
program and tax exemption

The accuracy of records created by retail licensees when they query a patient’s
name in the DOH database (or fail to do so)

The misuse of medical patient credentials by unscrupulous retailers or rogue
retail staff

The detection of invalid patient recognition cards

While the LCB appreciates these concerns being brought to our attention and shares a
vested interest in ensuring the integrity of the statutory excise tax exemption, we do not
feel that rulemaking is warranted for the following reasons:

1)

WAC 314-55-090 (1)(b) states that the exemption can only be applied when,
“[tlhe sale is made to a qualifying patient or designated provider who has a valid
recognition card... and is in the database.”

This already constitutes a requirement for licensees to verify a patient’s eligibility
in the DOH database, making any additional requirement redundant and
unnecessary.

Licensees cannot ascertain whether a recognition card is valid or in the database
without actually checking the database and would therefore not be in compliance
with the existing rule if they fail to do so.

Further, even if the rule were to more explicitly detail the steps licensees must
take to access a patient’s record in the DOH database (which would be
problematic in its own right) the LCB would not have any additional enforcement
capacity to proactively monitor or review each tax-exempt transaction in real
time, and therefore it is unlikely that this would have a significant impact on
licensee behavior.

WAC 314-55-090 (2) requires licensees to maintain a record that includes the
unique patient identifier from the recognition card for each transaction in which
the excise tax is exempted.

Additionally, WAC 314-55-090 (3) stipulates that if licensees cannot provide
documentation verifying that all required criteria are met for an exemption, they
are presumed to have applied it incorrectly and are therefore responsible for
remitting the excise tax to the LCB.
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Licensees are both randomly audited and audited based on Enforcement
referrals. Auditors review licensee records, including those in section (2)
regarding the medical cannabis excise tax exemption, and because of the data
sharing agreement between DOH, LCB, and the Department of Revenue (DOR),
all cannabis excise tax exemptions can be cross-referenced and verified by LCB.
In cases when an exemption cannot be supported by documentation that
includes the patient’s unique patient identifier, the licensee becomes liable and
must pay the tax.

3) Because the LCB has no authority or control over the DOH medical cannabis
authorization database, there is no feasible way for the LCB to proactively
confirm patient verification prior to each tax-exempt sale. Any real-time,
electronic verification between DOH, licensees, and the LCB would likely require
a prohibitively costly IT solution and would still require a review and cross-
referencing of records by LCB staff to confirm that a transaction is eligible.

4) As acknowledged by the petitioner, patients can access their own DOH medical
cannabis authorization records and are encouraged to be vigilant and report any
instances in which they find discrepancies.

5) The experience of a single patient is not necessarily representative of all patients’
experience.

Mr. Kingsbury is an outspoken and well-known patient advocate, and it is
conceivable that staff in retail stores that he frequents may be more lax in
verifying his recognition card than they would be for other, less familiar patients.
Nonetheless, licensees are still taking a risk any time they fail to verify a
recognition card because a patient’s status can change at any time.

Further, the LCB has received very little feedback from patients expressing
concerns regarding the misapplication of the medical cannabis excise tax
exemption, and when investigated, Enforcement staff have not found this to be a
widespread or significant problem among all retailers.

Recommendation

The Director’s Office recommends the Board deny the petition to initiate rulemaking to
amend existing rules to add a new patient verification requirement before a licensee can
process a medical cannabis excise tax exemption.
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Board Action

After considering the recommendation of Director’s Office staff, the Board
accepts/denies the petition for rulemaking submitted by John Kingsbury on March 4,
2026.

X Accept Deny W”“’ 3/10/26

Jifn Vollendroff, Board Chair Date
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Accept X __ Deny oSN e 3/10/26
Ollie Garrett, Board Member Date
_ Accept _ X Deny AA : o 3/10/26
Pete Holmes, Board Member Date
Attachments:
1) Petition Form
2) Rulemaking Petition Attachment
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January 10, 2026
RE: rulemaking petition,

WAC 314-55-090 (2) Medical cannabis patient excise tax exemption

LCB Rules,

I am requesting rulemaking to establish a requirement that retail stores verify patient
recognition cards and retain a record of this verification in order to grant and claim medical
cannabis excise tax exemptions for registered patients who qualify for and request these
exemptions.

I am surprised to be making this request. Until recently, I had assumed that stores would
automatically verify patient statuses, if only to protect themselves from potential liability for
improperly applied excise tax exemptions. Apparently, that assumption was mistaken. |
recently requested a record from the Department of Health (DOH) detailing inquiries into my
patient status, starting in May 2025. The report revealed that, out of the six stores that provided
me with medical cannabis excise tax exemptions, only two actually checked my patient status
during any transaction, according to the DOH.

I was so surprised by the results of the record that I attempted to verfy whether patient database
reporting was working properly. I was unable to find any fault on DOH's side, leading me to
believe that the four stores never had checked my patient status.

In my view, the practice of failing to verify cards creates a number of hazards.

* The medium to long-term viability of the medical cannabis excise tax exemption
depends upon its integrity and proper application. If the exemption is found to be
abused or misapplied, particularly during its 2028 review, the exemption could be

discontinued. Patients would most strongly bear the impact of the discontinuation of
this hard-won benefit.

* Patients should have confidence that our credentials are being used appropriately, and
we should have a right to review transactions made with our credentials. This can only
happen if reporting is uniform, assured and accessible to us.

* Patients reviewing their own records can serve as another layer of security and
reporting to assure that patient credentials and excise tax exemptions are being used and
applied properly.

* I have heard anecdotes of rogue store staff using patient credentials to justify excise tax
exemptions to persons other than the patient whose credentials are being used.
Routine credential checks would create a way of detecting those abnormal purchases.



» Patient status checks can serve as another data point for LCB auditors in the unlikely
case that a retail store is being auditted for proper application of excise tax exemptions.
Besides creating uniform records, proper credential checks demonstrate good store
training and routine patterns of due diligence on the part of the retail store.

* Preventing tax money from being exempted inappropriately in the first place is far
easier than detecting errors or fraud later and trying to recover the tax revenues from
stores.

* Patient recognition cards vary in quality and clarity . They are not sophisticated
documents. It is possible that someone could purchase a card over the internet without
an in-person exam, and without knowing what the proper process is, or know they that
they are holding an invalid card. The opportunity to detect invalid patient recognition
card is by the retail store at the point of sale, before the store becomes liable for the
invalid exemption.

* Avalid recognition card may become in invalid for any number of reasons. It may
expire. A designated provider may have been removed. A healthcare provider may
change the status. Routine patient credential checks are a way to alert both the patient,
designated provider, and the store about this, before the store assumes liability for
unpaid taxes.

Having recognized the importance of verifying the validity of patient recognition cards, I am
requesting that the LCB adopt a requirement for stores to verify these cards before processing
medical cannabis excise tax exemptions. Such a requirement would increase the integrity of
the system, normalize good store practices, deter abuses, increase patient confidence that their
information is being used correctly, allow patients to audit the use of their information, create
critical data points for LCB to audit and confirm store compliance, detect and deter the
improper issuance of patient recognition cards, and prevent stores from unknowingly putting
themselves at risk of liability for improper excise tax exemptions. Both patients and taxpayers
deserve a transparent, well-run program.

Establishing in rule a requirement that stores check patient elibibility in order to process excise
tax exemptions seems like a common sense requirement. Thank you for considering my

petition.

John Kingsbury - patient.



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 John Kingsbury

Name of Organization

Mailing Address 120 State Ave NE, #307

City Olympia State wa Zip Code 98501

Telephone Email homegrow2018@gmail.com

COMPLETING AND SENDING PETITION FORM
® Check all of the boxes that apply.
® Provide relevant examples.

® Include 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:  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 - | am requesting the agency to change an existing rule.

List rule number (WAC), if known: 314-55-090

That verifying patient status, and documenting the check (even if just by creating a
record in the DOH database) become a requirement for issuing an medical cannabis
| am requesting the following change: excise tax exemption.

Among the stores | made purchases from, only a third of them verified the validity of
my recognition card at any time. The integrity of the system depends upon stores
This change is needed because: checking the validity of patient recognition cards.

[ ] The effect of this rule change will be:

[ ] 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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