Washington State
Liquor and Cannabis Board

CR 102 Memorandum

Implementing Substitute House Bill (SHB) 1453 Regarding Medical Cannabis
Patient Excise Tax Exemption

Date: July 17, 2024
Presented by: Daniel Jacobs, Policy and Rules Coordinator
Background

Following the 2024 legislative session, Substitute House Bill 1453 (chapter 79, Laws of
2024) was signed by the Governor, and went into effect on June 6, 2024. The CR 101
was filed on April 24, 2024 (WSR 24-10-042), and 4 comments were received during
the informal comment period following the filing of the CR 101 and ending May 29,
2024. Those comments are attached as Attachment A.

SHB 1453 provides an exemption to the 37% excise tax levied on all cannabis
purchases in RCW 69.50.375(1) under the following conditions:

1) The sale is at a cannabis retailer holding a medical cannabis endorsement;

2) The sale is to a qualifying patient or designated provider issued a recognition
card by the Department of Health;

3) The sale is of cannabis concentrates, useable cannabis, or cannabis-infused
products, identified by the Department of Health as a compliant cannabis product
in chapter 246-70 WAC and tested to the standards in WAC 246-70-040.

The excise tax exemption is currently in effect until June 30, 2029. Additionally, the
Liquor & Cannabis Board (LCB) is required to provide a separate tax reporting line on
the excise tax form for exemption amounts. Lastly, the retailers are instructed to
preserve records in the form and manner required by the LCB.

In May, an infographic explaining the tax exemption was published, as was interim
guidance for retailers on what records they should preserve following the June 6
effective date of SHB 1453 and before formal rules are in place.

Stakeholder Engagement

The project team consists of representation from the Attorney General’'s Office,
Enforcement & Education division, Licensing division, Finance division, and the Public
Health Liaison. Two virtual stakeholder engagement sessions were scheduled for
Monday, June 3 and Thursday, June 6, 2024. Draft rule language was posted to the
LCB website and sent out with the invitation to the stakeholder engagements via Gov
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delivery on May 29, 2024. Following the June 6 stakeholder engagement session, the
PowerPoint presentation was posted to the rules webpage.

Following the stakeholder engagement sessions, feedback received was incorporated
into the draft rule language.

During the second stakeholder engagement session, a question was presented
regarding what the consequences would be for a retailer that failed to properly provide
the excise tax exemption where it should have done so. The answer is provided in
existing rule in WAC 314-55-089(4)(d) which states that “excise tax collected in error
must either be returned to the customer(s) or remitted to the WSLCB if returning to the
customer(s) is not possible.” This rule applies to the question presented, and similarly, if
a retailer fails to provide the excise tax exemption, they are collecting excise tax in error,
and are subject to this provision of rule.

PART 1: Proposed New Rule Language — WAC 314-55-090 — Medical Cannabis
Patient Excise Tax Exemption

Section 1: Prerequisites for Excise Tax Exemption

Consistent with section 1(2)(a), chapter 79, Laws of 2024, the prerequisites for offering
the excise tax exemption are identified. While the bill language says that a retailer must
have a medical cannabis endorsement, because RCW 69.50.375 and WAC 314-55-080
identify the requirements for holding that endorsement, specific reference is made to
them. Otherwise, the rule language closely mirrors the bill language.

Section 2: Record Requirements

Consistent with section 1(2)(b), chapter 79, Laws of 2024, the LCB has the authority to
identify what information retailers need to preserve in the event of future audits to
establish that each sale to which the excise tax is exempted qualifies for the excise tax
exemption. As such, and identified in more detail in the table below, the following data
points are required to be preserved for each sale where the excise tax is exempted:

e Date of sale;

e From the patient recognition card, the unique patient identifier and the effective
and expiration dates of the recognition card;

e Stock keeping unit (SKU) or unique product identifier of the cannabis product to
which the excise tax is being exempted from; and

e Sales price of the item(s) to which the excise tax is being exempted from.

Each of these items is necessary to establish that the prerequisites identified in section
1 above are satisfied, except for the sales price, which is required to determine how
much tax is being exempted.

I

I
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Section 3: Taxability Presumption

RCW 69.50.535(1) identifies the collection of the 37% excise tax as the default. The
very name and phrasing used in this legislation of an “exemption” indicates that this is
the exception, not the rule. Therefore, it follows that the party claiming the exception
should, in the event of a dispute, bear the burden of demonstrating that the exception
applies, rather than the LCB bear the burden of demonstrating that the general rule
applies. As such, this section makes clear that the burden is on the retailer to preserve
the required records demonstrating the propriety of every single excise tax exemption
that is provided. In the event of a dispute, if a retailer is unable to produce the required
documentation, the default presumption of RCW 69.50.535(1), that a 37% excise tax
shall be collected, applies. Consistent with other instances where a retailer fails to
properly pay its excise taxes, the same principles apply here, including any penalties.

Section 4: Definitions

The terms defined are mostly taken directly from RCW 69.51A, and more specifically
from the definitions identified in RCW 69.51A.010. The exceptions are for “department”
which refers to the Washington State Department of Health, “unique patient identifier”
which refers to the randomly generated and unique identifying number placed on
recognition cards as described in RCW 69.51A.230, and “unique product identifier”,
referring to the product identifier used consistent with LCB’s traceability requirements
identified in WAC 314-55-083(4).

Section 5: Statutory Expiration Date

As specified in section 1(2)(a), chapter 79, Laws of 2024, this excise tax exemption is
scheduled to expire on June 30, 2029.

PART 2: Changes to Existing Parts of Chapter 314-55 WAC
Other than cross-references to the new rule at WAC 314-55-090, and changing the

acronym “WSLCB” to “LCB” consistent with WSR #24-11-037, the following additional
changes were made:

WAC 314-55-087(1)(r) — adding a requirement to keep detailed sale records including
but not limited to, date of sale, sale price, item sold and taxes assessed. This record-
keeping requirement is added to sales records regardless of whether excise taxes or
collected to provide a baseline to understand the records provided where excise taxes
are exempted. To understand how the records provided reflect an exempted excise tax,
records need to be provided that demonstrate where an excise tax is not exempted.

WAC 314-55-089(1)(c) — replacing “listing” with “summarizing”. This reflects a relaxing
of record requirements to ease some regulatory burden on licensees and is provided to
reflect business records needed and preserved by licensees. Considering increasing
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record requirements issued as part of this rulemaking, this was viewed as a likely
desirable reprieve.

WAC 314-55-089(1)(e) — changing three years to five years. This rule explicitly cites
WAC 314-55-087, which requires all records to be preserved for five years, and the use
of the word “three” was a typographical error that needed to be addressed.

WAC 314-55-089(5) — removing the mailing address and the reference to paying online
“through the traceability system.” These changes are being done to provide greater
flexibility for future potential payment system modernization. The PO box mail address
identified currently is out of date, and rather than replace it with another one that may
become out of date at some point in the future, leaving the language to simply state that
it should be mailed to the LCB allows licensees to find LCB’s mailing address and mail it
themselves.

The reference to paying through the traceability system specifically is removed to allow
for future potential modernization of the traceability system, and a future potential
modernization of the tax payment system.

Estimated Costs of Compliance

Under the Regulatory Fairness Act (RFA) in chapter 19.85 RCW, agencies are required
to consider the costs that complying with the proposed rules will impose on businesses,
unless the proposed rules are subject to an exemption to this requirement. The CR 102
form describes these exemptions in more detail. None of the exemptions apply to this
rulemaking.

LCB applied a default estimated compliance cost when analyzing whether the rules
would have a disproportionate impact on small businesses as defined in RCW
19.85.020(3). This estimate is a very generous estimate for costs affiliated with any
additional required record-keeping and additional time that will accommodate any sale
where the excise tax will be exempted under the new rule. This cost was estimated to
be $2,000.00. This is well below the minor cost calculated to be $3,940.88, which is
explained in great deal in the Small Business Economic Impact Statement (SBEIS)
section of the CR 102 form filed today.

Rule Necessity

These rule changes are needed to implement the language in SHB 1453 and provide
internal consistency with other sections of chapter 314-55 WAC. The rule necessity for
each individual change is identified in the explanation above and the tables provided
below.

I
I
I
I
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Description of Rule Changes

WAC 314-55-090 Medical cannabis patient excise tax exemption

Section Proposed rule Language Rule Necessity
. Lo Consistent with section (1)(2)(a), chapter 79,
Pursuant to RCW 69.50.535(2), the excise tax levied in Laws of 2024, proposed WAC 314-55-090(1)
(1) RCW 69.50.535(1) does not apply to sales of cannabis identifies th iteria for eliibility t
that satisfy all the following conditions: igentiies the necessary crlt.erla or eligioility to
) offer the excise tax exemption.
Consistent with section (1)(2)(a), chapter 79,
Laws of 2024, the retailer offering the excise tax
The sale is made by a cannabis retailer holding a valid exemption must have a medical cannabis
(1)(a) medical cannabis endorsement issued pursuant to RCW | endorsement, and to have a medical cannabis
69.50.375 and compliant with WAC 314-55-080; endorsement, a retailer needs to satisfy the
statutory requirements at RCW 69.50.375 and
regulatory requirements of WAC 314-55-080.
Consistent with section (1)(2)(a), chapter 79,
Laws of 2024, which specifically states that the
The sale is made to a qualifying patient or designated qualifying patient or designated provider must
(1)(b) provider who has a valid recognition card issued have been issued a recognition card, a
pursuant to RCW 69.51A.230, and is in the database; recognition card can only be issued after a
patient is entered into the database per RCW
69.51A.230(2).
The sale is of cannabis concentrates, useable cannabis,
or cannabis-infused products identified by the . : . . .
! . . Language is nearly identical with section
(1)(c) department as a compliant cannabis product in chapter (1)(2)(a), chapter 79, Laws of 2024
246-70 WAC and tested to the standards in chapter 246- ' P ' '
70 WAC;
- : N . Consistent with section 1(2)(b), chapter 79,
Can_nabls Ilcensees_ must r_etam the following information Laws of 2024, the LCB has the authority to
for five years, consistent with WAC 314-55-087, for every | . . ; ) )
(2) : . identify what information retailers need to
sale where the excise tax is exempted per RCW : o .
X preserve to establish eligibility for the excise tax
69.50.535(2): exemption
To ensure that, if audited, LCB can confirm that
(2)(a) Date of sale; the retailer held a medical cannabis
endorsement at the time the sale occurred.
From the recognition card: ;o ensi'urettha:r,] if 3udjted,th(iJB ca%confirm that
e patient or the designated provider
2)(b) (i) The unique patient identifier, and purchasing the cannabis satisfied the
N . . requirements of WAC 314-55-090(1)(b) and
(ii) Thel gﬁectwe date and expiration date of the section 1(2)(a), chapter 79, Laws of 2024 at the
recognition card; time of purchase.
Stock keeping unit (SKU) or unique product identifier of To ensure that, if audited, LCB can confirm that
cannabis concentrates, useable cannabis, or cannabis- the cannabis product purchased meets the
(2)(c) infused products identified by the department as a requirements of WAC 314-55-090(1)(c) and
compliant cannabis product in chapter 246-70 WAC and | section 1(2)(a), chapter 79, Laws of 2024 at the
tested to the standards in chapter 246-70 WAC,; time of purchase.
Sales price of cannabis concentrates, useable cannabis,
or cannabis-infused products identified by the To enable LCB to determine how much excise
(2)(d) department as a compliant cannabis product in chapter tax would have been collected had it not been
246-70 WAC and tested to the standards in chapter 246- | exempted.
70 WAC.
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For any sale where the excise tax was not collected, if a
cannabis licensee cannot produce the documentation
identified in subsection (2) of this section when
requested by the LCB, such excise tax shall be
presumed to have been incorrectly exempted, and the
retailer shall be responsible for remitting to the LCB the
amount of excise tax that should have been collected.
Penalties may apply to any incorrectly exempted excise
tax payments that need to be remitted as described in
this subsection, consistent with WAC 314-55-092.

To clarify that the medical cannabis patient
excise tax exemption is the exception to the
general rule that the 37% excise tax shall be
collected on all cannabis sales per RCW
69.50.535(1). In the event of a dispute, the
burden shall be on the retailer to demonstrate
that they correctly exempted the purchase from
the excise tax, not on the LCB to demonstrate
that the retailer was incorrect in doing so.

(4)

Definitions:

(4)(a)

"Database" means the medical cannabis authorization
database as defined in RCW 69.51A.010.

(4)(b)

"Department” means the Washington state department of
health.

(4)(c)

"Designated provider" has the same meaning provided in
RCW 69.51A.010.

(4)(d)

"Qualifying patient" has the same meaning provided in
RCW 69.51A.010.

(4)(e)

"Recognition card" has the same meaning provided in
RCW 69.51A.010.

4))

"Unique patient identifier " refers to the randomly
generated and unique identifying number described in
RCW 69.51A.230.

Definitions of terms used are provided, all from
terms used in Chapter 69.51A RCW.

(4)(9)

“Unique product identifier” refers to the unique identifier
provided to the LCB consistent with the traceability
requirements in WAC 314-55-083.

This is the only term without a definition in RCW
69.51A. This term is described and repeatedly
referenced in WAC 314-55-083(4).

®)

The excise tax exemption described in this section is
effective until June 30, 2029, pursuant to RCW
69.50.535(2).

Consistent with section 1(2)(a), chapter 79,
Laws of 2024, identifies the expiration date of
the medical cannabis patient excise tax
exemption.

Amendments to Existing Sections of Chapter 314-55 WAC

WAC Section

Current Rule Language

Proposed New Language

Rule Necessity

314-55-083

Security and
traceability
requirements
for cannabis
licensees.

(4)(j) Cannabis excise tax
records;

(4)(j) Cannabis excise tax
records, including records
required for medical cannabis
patient excise tax exemptions in

WAC 314-55-090;

Adding language to state that
the records newly required for
retention in WAC 314-55-090
must also be kept up to date in
the traceability system.

Replaced instances of “WSLCB” with “LCB”

Consistent with WSR #24-11-
037

314-55-087

Recordkeeping
requirements
for cannabis

New Rule Language

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

To understand the records for
auditing the medical cannabis
patient excise tax exemption,
baseline records where the
excise tax is collected must be
preserved for use in
comparison.

New Rule Language

Adding language to state that
the records required in WAC

licensees. 314-55-090 must be kept for
(1)(s) Records for medical cannabis patient excise tax five years, along with all other
exemptions as required in WAC 314-55-090; required records in WAC 314-
55-087.
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Replaced instances of “WSLCB” with “LCB”

Consistent with WSR #24-11-
037

314-55-089

Tax and
reporting
requirements
for cannabis

(1) Cannabis retailer licensees
must submit monthly report(s)
and payments to the WSLCB.
The required monthly reports
must be: [...]

(b) Filed every month,
including months with no
activity or payment due;

(1) Cannabis retailer licensees
must submit monthly report(s)
and payments to the LCB. The
required monthly reports must
be: [...]

(b)(i) Filed every month,
including months with no
activity or payment due;

(i) Each report will identify total
product sales and total medical
product sales where the excise
tax was exempted pursuant to
RCW 69.50.535(2) and WAC
314-55-090, in the form and
manner required by the LCB;

Consistent with section
(1)(2)(b) and (c), chapter 79,
Laws of 2024, requiring the
monthly payment reports to
include records of total product
sales and total sales where the
excise tax is exempted is
consistent with the
requirements identified in WAC
314-55-090.

(1)(c) Submitted, with payment
due, to the WSLCB on or
before the 20th day of each
month, for the previous month.
(For example, a report listing
transactions for the month of
January is due by February
20th.) ...

(1)(c) Submitted, with payment
due, to the LCB on or before
the 20th day of each month, for
the previous month. (For
example, a report summarizing
transactions for the month of
January is due by February
20th.) ...

Replacing “listing” with
“summarizing” to lighten the
regulatory burden on licensees.

(1)(e) All records must be
maintained and available for
review for a three-year period
on licensed premises. (See
WAC 314-55-087)

(1)(e) All records must be
maintained and available for
review for a five-year period on
licensed premises. (See WAC
314-55-087)

Technical change for internal
consistency. WAC 314-55-
087(1) required records to be
kept for five years. The
reference to three years was a
typographical error.

licensees. (4)(b)(i) A cannabis retailer
licensee must collect from the
buyer and remit to the LCB a
: : cannabis excise tax of 37
féggi;ﬁﬂg?g;;ia#zn the percent of the selling price on Reference added to WAC 314-
buyer and remit to the WSLCB each re_tail sale of_useable 55-090 and RCW 69.50.53_5(2),
a cannabis excise tax of 37 cannabis, cannabis . whgre the med|cal cannapls
percent of the selling price on poncentrates, and cannabis- patient excise tax exemption
each retail sale of useable !nfusgq prloducts, except as are referenced, as well as
cannabis. cannabis identified in WAC 314-55-090 crpss-reference addeq to
concentrétes and cannabis- e!pd RCW 69.50.535(2). . relnfprce record retention
infused pI‘OdL,ICtS (ii) Records of medical patient requirements.
' cannabis excise tax exemptions

provided must be maintained as

required in WAC 314-55-087

and WAC 314-55-090.
(5) ... Licensees must submit
ff?;:gﬁaergcgieot:; gft);]rgents (5) ... Licensees must submit Fixing an incorrect address and
following means: cannabis excise tax payments replacir?g wiFh generic mailing
(a) By mail to WSLCB to the'board by one of the instructions in case O.f. future
Attention: Accounts ’ following means: move of physical mgmng
Receivaﬁle, P.O. Box 43085, (a) By mail to LCB; address or Post Office Box.
Olympia, WA 98504;
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(5)(b) By paying through online
access through the WSLCB

(5)(b) By paying through online
access; or

Removing specific reference to
the traceability system to allow
for potential future changes in

traceability system; or

online payment systems.

Consistent with WSR #24-11-

Replaced instances of “WSLCB” with “LCB” 037

Attachments:

Attachment A: CR 101 Informal Comment Table

Attachment B: Stakeholder Engagement PowerPoint

Attachment C: Stakeholder Engagement Session Teams Chat Logs
Attachment D: Post Stakeholder Engagement Comments
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CR 101 Public Feedback Table — Implementing SHB 1453 — Medical Cannabis Excise Tax Exemptions
Public feedback received April 24, 2024 through May 29, 2024 on the Medical Cannabis Excise Tax Exemption rulemaking
presented as CR 101 on April 24, 2024, filed as WSR 24-10-042. As noted in Notice to Stakeholders, public comment open until May

29, 2024.

Name

Feedback

Response

Shellies4@netzer
o.com

4/23/24, 9:34 PM

Good morning Board.

Thank you very much for all you do!

| don't remember seeing anything before NOW on any
additional taxes for Cannabis.

We already pay the most taxes of anyone anywhere!
Any increase in taxes should be approved by a vote of
the people.

When exactly will the rule making process be done?
You cannot continue to make rules forever.

There HAS to be an END.

Also, WHEN the federal government removes cannabis
from the schedule, a lot of these rules will no longer be
necessary.

Please remember that this is a cottage industry and
people will follow the rules as long as you keep it
SIMPLE! It's a PLANT! It's NOT complicated, please
don't make it that way!

We DO NOT need any more taxes on something we
ALREADY pay taxes on.

Those taxes are supposed to go to free lunch and free
healthcare for anyone under 18.

That's what we AGREED to when 502 was passed!
Thank you very much!

Have a great day!

4/25/24, 1:04 PM

Dear shellies4@netzero.com

Thank you so much for providing your comment on the CR 101
on Implementing Substitute House Bill 1453 on Medical
Cannabis Excise Tax Exemptions. Your input is valuable and we
look forward to reviewing your feedback. If we have any
guestions we will follow up by email.

The Washington State Liquor and Cannabis Board (LCB) relies
on public feedback, and welcomes the opportunity to hear more
from you! Public participation helps LCB develop inclusive,
transparent, and accountable policies and rules that serve the
public interest.

Please visit the LCB’s website for more information about
Medical Cannabis Excise Tax Exemption rulemaking and other
current rulemaking activities. To get timely updates from LCB,
please sign up to be on our GovDelivery email distribution list
(select the Rulemaking option along with any other topic of
interest).

The LCB Board holds public meetings on Wednesdays at 10
a.m., twice monthly. Held both virtually and in-person, the
meetings provide an opportunity for members of the public to
address Board members during the Public Comment agenda
item, or during scheduled Public Hearings held during the Board
meetings. Board meetings are also broadcast live on the state’s
public access TV station TVW.

Please visit LCB’s Board meeting schedule and information
webpage to learn more about observing or participating in a
Board meeting. The next Board meeting will be held on May 8,
2024.

CR 101 — SHB 1453 Medical Cannabis Patient Excise Tax Exemption Public Comments

Attachment A

4/25/24
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Thank you again for reaching out!

LCB Policy & Rules Coordinators

Michael Lowery

Mikelower0O1l@gm
ail.com

4/24/24, 2:43 PM

As a customer in regard to CR102 | seen the local
cannabis stores put limits on staff where it took up to 2-
3 weeks to get authorized and they mailed it in. |
always get my card authorized out of town and | never
purchase from most local stores. We just had 2
cannabis stores servicing an area of 300,000 people
out here in the Tri Cities. But we’re slowly getting
better. | do see it very beneficial to post hours, thanks.

In reading CR 101 it looks like the state is doing away
with the tax exempt for Card holders after 6/29. If this is
true you may erase that medical card down to just
growers card because there would be little reason for
you to offer a medical cards. Then why even keep
medical cards in hands of Cannabis board? Because
now it becomes an agricultural issue with volume rules.

| think this is a real question because | can buy/make
enough booze to cause alcohol poisoning. We can
legally buy enough alcohol to kill ourselves and many
do! Yet you have buy/make limits on cannabis
regulated by the same board? That is very
contradictive from your mission statement, to “Promote
Public Saftey and Trust.....”

Cannabis doesn’t share the characteristic of acute
poisoning as alcohol does to its users. Your board has
volume limits on the wrong product. In fact alcohol is
the only product you regulate that can cause acute
poisoning yet the board doesn’t have limits on it. Has
anyone ever taken your rules and asked that question
or a court of law perhaps? What would they say? If my
son died at a neighbors house all because the one 21
yo bought 5 half gallons of booze. How can you not

4/24/24, 4:00 PM
Dear Michael:

Thank you so much for providing your comment on the CR 102
on Medical Cannabis Endorsements, and the CR 101 on
Implementing Substitute House Bill 1453 on Medical Cannabis
Excise Tax Exemptions.. Your input is valuable and we look
forward to reviewing your feedback. If we have any questions
we will follow up by email.

The Washington State Liquor and Cannabis Board (LCB) relies
on public feedback, and welcomes the opportunity to hear more
from you! Public participation helps LCB develop inclusive,
transparent, and accountable policies and rules that serve the
public interest.

The proposed rule language on Medical Cannabis
Endorsements can be found here, and the public hearing on
these proposed rules is scheduled to occur during the Board
meeting on June 5, 2024 regarding the Medical Cannabis
Endorsement rulemaking.

Please visit the LCB’s website for more information about
Medical Cannabis Endorsements Rulemaking and SHB 1453
Medical Cannabis Excise Tax Exemption rulemaking and other
current rulemaking activities. To get timely updates from LCB,
please sign up to be on our GovDelivery email distribution list
(select the Rulemaking option along with any other topic of
interest).

The LCB Board holds public meetings on Wednesdays at 10
a.m., twice monthly. Held both virtually and in-person, the
meetings provide an opportunity for members of the public to
address Board members during the Public Comment agenda
item, or during scheduled Public Hearings held during the Board
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regulate the volume of alcohol purchase based on the
fact that you know it can kill you in one setting?
Specially if you never drank it and was peer pressured.
Your board refuses to protect the Public Safety from
alcohol but justify limits on cannabis for the sake of
Public Safety, that's not a normal way a board for
Safety should think. To me the lack of Volume Laws
on alcohol, really stands out now that we have volume
limits on cannabis. My Mom died of consumption to
me. It caused a heat attack but Doctors never call it
alcohol poisoning at time of death because it creates
SO many issues with insurances. | mean you never
really die of the drug, the body Kills you because of the
amount of drug intake. The city even puts limits on hard
drug use before conviction because small doses do
less harm. Alcohol should be regulated the same way.
| believe u need to answer this to all cannabis card
holders.

Just imagine how many lives would be saved if you
limited alcohol sales to just one six pack or a fifth per
person. | mean really.....People die from these big
booze parties by direct ingestion of alcohol. | don'’t
know of a way to die by smoking or vaping or eating
THC. | will say it will cause brain issues but that's just
one of the stages to death with alcohol not THC.
Maybe you guys could be real leaders and greatly
reduce alcoholism in our state by imposing limits on
amount of alcohol sold to a single person during a
purchase. | mean really with that mindset in our
consumerism it would really change our whole personal
perspective on alcohol in just a few years and greatly
reduce alcoholism. It's practical just like limits on THC.
Thanks for reading this far,

Mike Lowery.

509-554-2261

meetings. Board meetings are also broadcast live on the state’s
public access TV station TVW.

Please visit LCB’s Board meeting schedule and information
webpage to learn more about observing or participating in a
Board meeting. The next Board meeting will be held on May 8,
2024.

Thank you again for reaching out!

LCB Policy & Rules Coordinators

Scott Atkison

5/20/2024, 2:09 PM

5/20/2024, 2:26 PM

Dear Scott:
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scottatkison@mac
.com

Via email

| am affiliated with Zips Cannabis and Canna4Life, and
we operate medically endorsed retail stores in the
State of Washington. | was also at one time issued a
prescription for medical cannabis from my Doctor to
assist with chemotherapy related nausea and pain from
cancer related bone metastasis. | have never been
registered into the DOH system in Washington as | did
not think it was worth the hassle when | first visited a
dispensary with my prescription and was informed that
all of the products could be purchased without a
medical card and the savings was at that time pretty
minimal for having a card. With the passage of HB
1453 this is changing as the savings are now a
combined 47% between the Excise tax and regular
State DOR tax.

My concern as a retailer is to ensure we properly
document these transactions. Please provide us with
detailed instructions on what documentation will be
required to support that a sale was made in
accordance with the rules and will pass muster in the
event of an audit. To this end, please let us know of
the source documents the LCB and/or DOR will be
requesting in the event of an audit of tax exempt sales.
The rules here should be explicit so if a retailer follows
a prescriptive set of guidelines they will know with
certainty that they can pass an audit. There should be
no grey area for interpretation. In addition, please
consider a system where a retailer can upload a set of
files on a monthly basis which document their tax
exempt sales in order to create a safe harbor for
retailers to shelter as this potential liability could easily
sink a business if the rules were inadvertently followed
and sales were not correctly documented. We need to
know how to quickly take corrective action on our
documentation.

Thank you for this consideration,

Thank you so much for providing your comment on the CR 101
on Implementing Substitute House Bill 1453 on Medical
Cannabis Excise Tax Exemptions. Your input is valuable and we
look forward to reviewing your feedback. If we have any
guestions we will follow up by email.

The Washington State Liquor and Cannabis Board (LCB) relies
on public feedback, and welcomes the opportunity to hear more
from you! Public participation helps LCB develop inclusive,
transparent, and accountable policies and rules that serve the
public interest.

Please visit the LCB’s website for more information about
Medical Cannabis Excise Tax Exemption rulemaking and other
current rulemaking activities. To get timely updates from LCB,
please sign up to be on our GovDelivery email distribution list
(select the Rulemaking option along with any other topic of
interest).

Earlier this afternoon, additional guidance was circulated to the
Cannabis gov delivery listserv regarding implementation on SHB
1453.

The LCB Board holds public meetings on Wednesdays at 10
a.m., twice monthly. Held both virtually and in-person, the
meetings provide an opportunity for members of the public to
address Board members during the Public Comment agenda
item, or during scheduled Public Hearings held during the Board
meetings. Board meetings are also broadcast live on the state’s
public access TV station TVW.

Please visit LCB’s Board meeting schedule and information
webpage to learn more about observing or participating in a
Board meeting. The next Board meeting will be held on
Wednesday, May 22, 2024.

Thank you again for reaching out!
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Scott Atkison LCB Policy & Rules Coordinators
509 990-3124

5/27/2024 5/28/2024

Being mindful of the upcoming deadline for informal John:

comments, | would like to provide the following Thanks so much for getting this in, I'll be sure to include it in the
comments. These are my own personal comments. rule file

| would be happy to rephrase my comments in terms of . !

draft language suggestions. Sincerely,
-retailers must maintain easily auditable records of
excise tax exemptions

-retailers must be able to demonstrate that all retail
staff has a reliable method to differentiate,

at the time of sale, between WAC 246-70 product that
gualifies for the excise tax exemption and non-246-70,
that does not qualify.

-It should be made explicit in 314-55 that LCB is
responsible for educating and enforcing conformance
to the labeling and QA requirements of 246-70. (see
attached example)

--it should be made explicit that, along with the
requirement that retailers provide COAs to consumers,
on demand, within the store, that requirement also
must include providing a copy of the original COA of
heavy metal testing results, which cannot be
substituted by a vouch from a contracting lab, in cases
where the heavy metal testing results have been
subcontracted.

Thank you

John Kingsbury

John Kingsbury

Homegrow2018@
gmail.com

Via email

MAY 29, 2024

INFORMAL COMMENT DEADLINE
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Washington State

Liquor and Cannabis Board

SHB 1453 Draft Rules Discussion

Monday, June 3, 10 a.m. — Noon
Thursday, June 6, 1 p.m. -3 p.m.

Daniel Jacobs, Policy & Rules Coordinator
Daniel.Jacobs@lcb.wa.gov
rules@lcb.wa.gov

Attachment B
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&> Washington State

Y pf-."' .
A

% Liquor and Cannabis Board

Objective

To obtain public feedback on draft rule language to implement
SHB 1453.

For feedback or questions, contact rules@lcb.wa.gov



mailto:rules@lcb.wa.gov

Washington State

Liquor and Cannabis Board

Notes

During the meeting please keep the following in mind:

While the Teams chat feature will be ON, any written questions submitted in chat
will be saved in the rulemaking file and are subject to public disclosure.
Questions and comments in the session’s Team chat will not be responded to in
real time, but will be addressed at the end of the session.

Participants will be muted and will only be unmuted when the session’s leader
enables their microphone.

To ask questions during the sessions, participants must use the raise hand
function and they will then be unmuted to ask their question.

If you would like to submit questions before, during or after the engagement
session, feel free to email the rules team at rules@Icb.wa.gov.



mailto:rules@lcb.wa.gov

Washington State

Liquor and Cannabis Board

SHB 1453 Rulemaking Project Timeline

April 24, 2024 CR 101 Filed — Rulemaking officially begins, filed as WSR 24-

10-043
June 3 & 6,2024 WE ARE HERE Stakeholder Engagements

June 6, 2024 SHB 1453 Effective Date

June 18, 2024 Tentative CR 102 Filed — Draft Rules Proposed
June 18 — July 31, 2024  Tentative Public Feedback Period on Draft Rules
July 31, 2024 Tentative Public Hearing

August 14, 2024 Tentative CR 103 Filed — Final Rules filed

September 14, 2024 Tentative Rules effective


https://lcb.wa.gov/sites/default/files/publications/rules/2024-Proposed-Rules/WSR-24-11-037.pdf
https://lcb.wa.gov/sites/default/files/publications/rules/2024-Proposed-Rules/WSR-24-11-037.pdf

Washington State

Liquor and Cannabis Board

Substitute House Bill 1453 — adding to RCW 69.50.535

(2) (a) Until June 30, 2029, the tax levied by subsection (1)
of this section does not apply to sales by a cannabilis retailer
with a medical cannabilis endorsement to qualifying patients or
designated providers who have been 1ssued a recognition card,
of cannabis concentrates, useable cannabis, or cannabis-
infused products, i1dentified by the department as a compliant
cannabis product in chapter 246-70 WAC and tested to the
standards 1in WAC 246-70-040.

(b) Each seller making exempt sales under this subsection (2)
must maintain information establishing eligibility for the
exemption 1n the form and manner required by the board.

(c) The board must provide a separate tax reporting line on
the excise tax form for exemption amounts claimed under this
subsection (2).



Washington State

Liquor and Cannabis Board

SHB 1453 — Broken Down

(2) (a) Until June 30, 2029, the tax ]
levied by subsection (1) of this section 1. EXplreS June 30, 2029

d t ly t i i '
oes not a 2 2. Retailer holds medical cannabis

to quallfylng patients or endorsement
designated providers who have been o
issued a recognition card, of cannabis 3. Purchaser must be quallfled
concentrates, useable cannabis, or . . .
cannabis-infused products, identified by patlent or deSI_qnated prowder
the department as a compliant cannabis i
product in chapter 246-70 WAC and tested 4. !:)OH_C_:Om_DIIant product as
to the standards in WAC 246-70-040. identified in WAC 246-70
(b) Each seller making exempt sales 5. Retailers must keep records for

under this subsection (2) must

eligibility as prescribed by
Board



% Washington State

Liquor and Cannabis Board

Interim Guidance

» Because there will be a gap between SHB 1453 effective date
6/6/24 and tentative rules effective date 9/14/24, Board has
issued interim guidance via gov delivery on 5/29/24

e Can be found here.

 Recommends keeping documents mostly consistent with rule
language to be previewed later.


https://lcb.wa.gov/sites/default/files/publications/temp_links/Cannabis_Excise_Tax_Exemption_Guidance_5-29-24.pdf

Washington State

Liquor and Cannabis Board

WAC Changes

Description

New 314-55-090 | New rule section for new temporary excise tax exemption
including recording keeping and definitions

Amended | 314-55-083 | Adds reference to WAC 314-55-090.

Amended | 314-55-087 | Record requirements and adds reference WAC 314-55-
090

Amended | 314-55-089 | Record requirements, technical changes and adds
reference to WAC 314-55-090

Consistent with WSR 24-11-037, changing “WSLCB" to “LCB”




@> Washington State

Liquor and Cannabis Board

WAC 314-55-090 — NEW RULE

* [n order to address issues and compliance with new excise tax
exemption, in addition to amending current rules around
reporting and recordkeeping, the Board is proposing to create a
new rule dedicated solely to this new temporary excise tax
exemption

* |f the tax exemption expires in June 2029, the rule will be
repealed then. If it is extended, the rule can be extended.



Washington State

Liquor and Cannabis Board

WAC 314-55-090(1) — Elements to apply Excise
Tax Exemption

(1) Pursuant to RCW 69.50.535(2), the excise tax levied in RCW ©69.50.535(1) does

not apply to sales of cannabis that satisfy all of the following conditions:

(a) The sale 1s made by a cannabis retailer holding a valid medical cannabis
endorsement issued pursuant to RCW 69.50.375, and compliant with WAC 314-55-080;

(b) The sale 1s made to a qualifying patient or designated provider who has a
valid recognition card issued pursuant to RCW 69.51A.230, and 1s 1in the

database;

(c) The sale i1is of cannabis concentrates, useable cannabis, or cannabis-infused
products identified by the department as a compliant cannabis product 1n chapter
246-70 WAC and tested to the standards in chapter 246-70 WAC;



Presenter Notes
Presentation Notes
This means the new changes to medical cannabis endorsements at WAC 314-55-080 will be all the more important.


Washington State

Liquor and Cannabis Board

WAC 314-55-090(2) — Record Keeping
Requirements

(2) Cannabis licensees must retain the following information for five years,

consistent with WAC 314-55-087, for every sale where the excise tax 1s exempted

per RCW 69.50.535(2) :

(a) Date of sale;

(b) Unique identifying number of qualifying patient making purchase;

(c) Stock keeping unit (SKU) of cannabis concentrates, useable cannabis, or
cannabis-infused products identified by the department as a compliant cannabis
product in chapter 246-70 WAC and tested to the standards in chapter 246-70 WAC;

(d) Sales price of cannabis concentrates, useable cannabis, or cannabis-infused
products identified by the department as a compliant cannabis product in chapter
246-70 WAC and tested to the standards in chapter 246-70 WAC.



Presenter Notes
Presentation Notes
Questions: in (2)(c), would it be overly burdensome to keep track of the SKUs?


Washington State

Liquor and Cannabis Board

WAC 314-55-090(3) Taxability Presumption

(3) For any sale where the excilise tax was not collected,
1f a cannabis licensee cannot produce the documentation
1dentified 1in subsection (2) of this section when
reguested by the LCB, such excise tax shall be presumed
to have been incorrectly exempted, and the retailer
shall be responsible for remitting to the LCB the amount
of excise tax that should have been collected. Penalties
may apply to any incorrectly exempted excilse tax
payments that need to be remitted as described 1n this
subsection, consistent with WAC 314-55-092.

(emphasis added)



Presenter Notes
Presentation Notes
The default assumption of LCB is going to be that excise tax should be collected per RCW 69.50.535. It is going to be incumbent on the retailer to keep proof showing why it was permissible for them to NOT collect the excise tax. Similar to other record requirements, if retailers don’t keep records as required, they can be on the hook not just for violations of record requirements, but also in this case, for remitting the 37% excise tax PLUS penalties.

If retailer gets audited and found to have incorrectly exempted excise taxes, and challenges it and goes to hearing, it is not going to be about LCB needing to prove that the retailer was incorrect to exempt the excise tax, it will be about the retailer proving that they were correct to exempt it.


Washington State

Liquor and Cannabis Board

WAC 314-55-090(4) Definitions

(a) "Database" means the medical cannabilis authorization database as
defined in RCW 69.51A.010.

(b) "Department" means the Washington state department of health.
(c) "Designated provider" has the same meaning provided in RCW
69.51A.010.

(d) "Qualifying patient" has the same meaning provided 1n RCW
69.51A.010.

(e) "Recognition card" has the same meaning provided 1n RCW
69.51A.010.
(f) "Unique i1identifying number" refers to the unique 1dentifying

number described in RCW 69.51A.230.


Presenter Notes
Presentation Notes
Questions: are there other terms used in 314-55-090 that should be defined?


Washington State

Liquor and Cannabis Board

Other Changes — WAC 314-55-083(4)(j)

(4) ... The following information 1s required and must be kept
completely up-to-date 1n a system specified by the WSESR
LCB:

(J) Cannabls excise tax records, 1including records required
for medical cannabis patient excise tax exemptions 1n WAC
314-55-090;




Washington State

Liquor and Cannabis Board

Other Changes — WAC 314-55-087(1)

(1).. [records that have to be kept for five years
include]...

(r) Detailed sale records including, but not limited to,
date of sale, sale price, i1item sold, and taxes assessed;

(s) Records for medical cannabilis patient excise tax

exemptions as reqguired 1n WAC 314-55-090.



Presenter Notes
Presentation Notes
In order for records kept to demonstrate excise tax exempted to make sense, retailers are also going to need to keep sales records of sales where they don’t apply the excise tax, so that during an audit, LCB staff are able to adequately distinguish the products where a tax was exempted from those where it wasn’t, or in a single sale where some products had excise tax exempted and some did not.


Washington State

Liquor and Cannabis Board

Other Changes — WAC 314-55-089(1)

[regarding retailer monthly required reports]..

(b) (11) FEFach report will identify total product sales
and total medical product sales where the excise tax was
exempted, 1n the form and manner reguired by the LCB;

(c) .. a report distimg summarizing transactions for the
month...

(e) All records must be maintained and available for
review for a £h¥ree five-year period on licensed premises

(see WAC 314-55-087).


Presenter Notes
Presentation Notes
The change in (1)(e) from three to five is a typographical change. It already cross-references 087 which has required five year record retention for years, and somehow, 3 years got into this section when it should have said 5 years.
The change to the monthly report from “listing” to “summarizing” should actually make it easier for licensees


Washington State

Liquor and Cannabis Board

Other Changes — WAC 314-55-089(4)

(b) (1) A cannabils retailer licensee must collect from
the buyer and remit to the ((WSEEB)) LCB a cannabis
exclse tax of 37 percent of the selling price on each
retailil sale of useable cannabis, cannabilis concentrates,
and cannabils-infused products, except as identified in
WAC 314-55-090 and RCW 69.50.535(2) .

(11) Records of medical cannabis excise tax exemptions

provided must be maintained as reqguired in WAC 314-55-
087 and 314-55-090.




Washington State

Liquor and Cannabis Board

Other Changes — WAC 314-55-089(5)

[Streamlining language around payment methods for
excise tax payments]

2N
0

1la
_I_\/,

(a) By mail to ( (WSEEBR—Attentron+—Accounts Reeceirva

(b) By paying through online access ( (Ehrouogh—+the WSECEB

+ v AN ha1l1+=<~ axzot Am . Or
C L A C CONy L L L L,_Y k)_YQ C C1lLL 4



Presenter Notes
Presentation Notes
Mailing address changed
Want to give flexibility for new tax/fee payment system in future, should it ever happen.


&> Washington State

Y pf-."' .
A

2

¥y Liquor and Cannabis Board

Thank You!

For any questions or feedback, please contact Policy &
Rules at rules@Icb.wa.gov



mailto:rules@lcb.wa.gov

6.3.24 Chat

Gregory Foster (@CannObserv) (Guest) Monday 10:02 AM E Ve W &
GF This is Gregory Foster with Cannabis Observer. We're recording audio of this event and gathering meeting

materials here:

https://cannabis.observer/events/85420-wslcb-focus-group-hb-1453-implementation-june-3-2024/

James Hunt (Unverified) Monday 10:23 AM

JH What are the exact differences? Are copies of Medical ID cards required to support excise tax deduction?
It would be helpful clarify in the rule what, if any substantiation, differences are between sales tax and excise tax
that is, lay it out as part of the regulation
Perhaps a special notice

Also, are you coordinating the substantiation requirement with the Department of Revenue

Derek Christensen Monday 10:27 AM

DCO | feel she is speaking of either endorsed stores or the old farmers markets

James Hunt (Unverified) Monday 10:31 AM

JH® why not scheduled audits to confirm compliace
with a safe harbor against penalties

Wilmot, Jeanie D (LCB) Monday 10:33 AM

@ Audits by the finance unit that would reviewing exemptions given are typically announced with time to gather
documents.

Kause, Annie M (DOH) Monday 10:36 AM
% DOH is in the process of upgrading the system! J,

¢ 4

Attachment C



Gregory Foster (@CannObserv) (Guest) Monday 10:37 AM
GFO Ms. Kause, has an RFP been issued for the replacement to AirLift?
& 2
Melanie Lankhaar (Unverified) Monday 10:39 AM

MI_® | agreed | use DOH/AIrlift site daily and it's a mess.
We have it up on our screens for budtenders use to confirm cards and it is very time consuming.

Johnson, Tholo J (DOH) Monday 10:41 AM

We hearya.. (&
@ Ve
| K]

Michelle Gipson Monday 10:43 AM

MGO lists of farmers markets are provided by ou healthcare practitioners and should continue to be available in my
view

Kyla (Guest) Monday 10:43 AM

K Agreed with everything being said. Airlift is a mess and very hard to know who to talk to when certain problems
come about. Medical patients when either getting issued a card or just verifying a card and then going through
with a transaction take a very long time and can create medical patients to not want to go back to the store
because of how long it takes to get medicine. We would love to get our medical patients dealt with quickly and
efficiently so they can get home and have their medicine.

Michelle Gipson Monday 10:46 AM

MG In Colorado, there are distinct operations for medical cannabis which are separate from retail. It seems the most
efficient way of ensuring that the tax exemption applies only to medical cannaabis. Hence, the need for farmer's
markets.

W 1



Wong, Johnny (DOH) Monday 10:48 AM
% Melannie- can you provide details on this product? | am not aware of testing for "parent lots"
E&1
Michelle Gipson Monday 10:49 AM

MGO why did WA decide to lump patients into the same retail space as recreational useers?

West, Cassidy (LCB) Monday 10:50 AM

\9 Melanie Lankhaar (Unverified) If you would like to leave your email, | would be happy to follow-up with you about
the COA concerns. Thanks!

Y1 ¢
Michelle Gipson Monday 10:52 AM
MGo | think a lot of this difficulty could be resolved by simply keping medical separate from recreational sellers.
L
Johnson, Tholo J (DOH) Monday 10:54 AM

@ Hi Melanie Lankhaar, we're working on a testing guidance document as we speak and are hoping to put it out
¢ ASAP. The testing for DOH-compliant products (heavy metals) are in addition to the LCB tests. The LCB tests are
required based on product type found here: WAC 314-55-102: beginning at (4) and at the specified times. For
DOH compliance on heavy metals, if the final product is flower then HM testing is done on the flower. Ifit's
getting processed into anything else, HM testing is done on the concentrate after extraction.

&3
James Hunt (Unverified) Monday 10:54 AM

JH® Why not follow the sales tax requiredment- must keep copy of medical id card



Melanie Lankhaar (Unverified) Monday 10:55 AM

ML
® Melanie Lankhaar (Unverified) If you would like to leave your email, | would be happy to follow-up with you
about the COA concerns. Thanks!
Melanie.lankhaar@pomcannabis.com
Guest (Potential Patient) Monday 10:55 AM
G The proposal to have Retailers track DOH-Compliant product status via their specific SKU defeats the purpose of

TRACEABILITY, n'est ce pas?
&1
Johnson, Tholo J (DOH) Monday 10:55 AM

@ and yes, as Mr Kingsbury may have mentioned, DOH currently requires a larger sample volume be submitted for
testing than LCB does.

&1
James Hunt (Unverified) Monday 10:57 AM
JH® What about emergency regulations so there is a safe harbor
| agree that substantiation with sales tax should be the same as for excise tax

Johnson, Tholo J (DOH) Monday 10:58 AM

@ James Hunt (Unverified) 6/3/2024 10:54 AM
Why not follow the sales tax requiredment- must keep copy of
medical id card

A copy of this card on file may violate HIPPA laws, whereas documenting only the ID # may not.

&1
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James Hunt (Unverified) Monday 10:59 AM

change the statute

Shawn DeNae (Unverified) Monday 11:00 AM

Parent lot: my understanding by example is if flower and kief are separately tested for DOH, the 2 products can
then be blended to create a separate product that then only has to test for regular COA (sans pesticide and heavy
metals) and maintain the DOH qualification. The tertiary product would then not have the pesticide and heavy
metal information of the 'parent lot' on the COA.

James Hunt (Unverified) Monday 11:03 AM

do not assume airlift has that data.
LCB and DOH should sort this out as part of this process

Melanie Lankhaar (Unverified) Monday 11:03 AM

Parent lot: my understanding by example is if flower and kief are separately tested for DOH, the 2 products
can then be blended to create a separate product that then only has to test for regular COA (sans...

Yes thank you, sorry | was working on typing that out also helping on the sales floor at work at the same time
lol.

L
James Hunt (Unverified) Monday 11:03 AM
Greenbits did not keep historic id numbers

bad surprize

Guest (Potential Patient) Monday 11:07 AM

With respect. NO ability to track patient purchases across time should be enabled by the rules you write.



Guest (Potential Patient) Monday 11:U/ AM E VvV W w o <

GQ With respect. NO ability to track patient purchases across time should be enabled by the rules you write.
Given the performance of the current database provider (and keeper), the sanctity of patient ID to patient
identifying information should not be presupposed.

Why are we not having this all figured out by Thursday, when this is going live?
¢
Michelle Gipson Monday 11:11 AM

MG Perhaps this was resolved earlier in your rulemaking and | apologize if I'm repeating earlier work, but | have
experienced that not even allowing a non-medical customer in the door at a medical facility both ensures patient
privacy better and avoids the issue of retail taxes which are only applicable to recreational facilities. Providing
separate facilities for medical and recreational works in other states and could be good for washington as well.

Guest (Potential Patient) Monday 11:13 AM

GO Emergency Rulemaking? It worked for Heavy Metals a few years back.

Katrina Fisher (Unverified) Monday 11:13 AM

KF I'm struggling with the responsibility of verifying DOH compliance products falling onto the retailors. Shouldn't
the consequences for false "DOH compliant” marked products fall onto the producers? | do completely
understand verification of the qualifying patient information falling onto the retailors however - that makes
sense.

¢
Guest (Potential Patient) Monday 11:20 AM

GO Can't the agency get these data from CCRS?

Can any of the 20 LCB Staff on the meeting answer the CCRS question?



CR
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Crista Monday 11:25 AM

Will the LCB be sending a new sheet for retailers to use for their tax payments?
Perfect, thank you &

Aldaghestani, Reem (DOH) Monday 11:32 AM

Thank you all

Guest (Potential Patient) Monday 11:32 AM

Thank-you. Useful session!

Caitlein Ryan - The Cannabis Alliance Monday 11:32 AM

Thank you

James Hunt (Unverified) Monday 11:33 AM

thanks for the session

Shawn DeNae (Unverified) Monday 11:33 AM

Thank you!

Angell, Shannon C (DOH) Monday 11:33 AM

Thank you Daniel!

Michelle Gipson Monday 11:33 AM

thank you

Laflamme, Denise M (LCB) Monday 11:37 AM

Thanks everyone. Today's session has ended. 2nd session for SHB 1453 rulemaking is Thursday June 6, 1-3. The

same material will be presented.
/



1453 Stakeholder Engagement Chat 6/6/24

Gregory Foster (@CannObserv) (Unverified) 1:01 PM

GF This is Gregory Foster with Cannabis Observer. We're recording audio of this event and we're gathering meeting
materials here:

https://cannabis.observer/events/85425-wslcb-focus-group-hb-1453-implementation-june-6-2024/
&
Celia Curran (Unverified) 1:02 PM
CC® Thank you Greg!
¢
Kyla Degrandpre (Unverified) 1:07 PM

KD | have a question about what products exactly we can give our customers the excise tax taken off of the purchase.
We as a store have talked to an LCB consultant. There are 3 Stickers as far as we understand that are for DOH
compliant products. 1.) General Use

2.) high cbd

3.) high thc and we are under the conclusion that only the high thc labeled products can have the excise tax taken
off for medical patients is this correct?
Lara Kaminsky (Unverified) 1:10 PM
LKO all can get the exemption
¢

Walker, Loralei M (DOH) 1:16 PM

Yes, that's right (&
@& oht @

Kyla Degrandpre (Unverified) 1:16 PM

KDO Thank you so much! That really helps



Matthew-Skagit Organics (Unverified) 1:17 PM & . - Cc\) ¢/

MO | don't think there are many High THC-compliant products on the market. Most of the products are currently
labeled as General Use and High CBD.

€1
Walker, Loralei M (DOH) 1:18 PM

@; We are working on guidance and infographics to help explain when which tax exemption applies. They will go out
through our GovDelivery list when they're ready.

¢ 3
Johnson, Tholo J (DOH) 1:18 PM Edited

@ Sales tax exemption: all products purchased by card holders @medical endorsed store.

Excise tax exemption: any DOH-logoed product (tested and sampled to DOH standards) for card holders only
@medical endorsed stores.

¢ 3
Celia Curran (Unverified) 1:21 PM
CC® So, a qualifying medical patient could have both excise and sales tax waived from one single transaction?
¢ ?2
Walker, Loralei M (DOH) 1:23 PM

@ That's right. And just to reinforce, they must be registered in the DOH database and have a recognition card. In
this case, the single transaction would have to be for a DOH-complaint medical product.

¢



Johnson, Tholo J (DOH) 1:23 PM

@; Celia Curran (Unverified) 6/6/2024 1:21 PM
So, a qualifying medical patient could have both excise and sales tax

waived from one single transaction?
The patient/designated provider must be in the database.
¢
Celia Curran (Unverified) 1:23 PM

(g Thank you!
®

Tom - Treeline (Unverified) 1:25 PM

T Does a P/P have to send in an additional 3 gram sample per lot for the heavy metals test? Or, when testing a 50lb
lot for example, can we use part of the 19 grams for the heavy metals test?

John Kingsbury (Unverified) 1:28 PM
JK . .
[e) Tom - Treeline (Unverified) 6/6/2024 1:25 PM
Does a P/P have to send in an additional 3 gram sample per lot for
the heavy metals test? Or, when testing a 50lb lot for example, can ...

The requirements for DOH testing are under WAC 314-55-050

Walker, Loralei M (DOH) 1:29 PM

@ John, | think you have a typo, it's WAC 246-70-050: Chapter 246-70 WAC:

John Kingsbury (Unverified) 1:29 PM
JKO LOL Yes. Thank for catching that, Loralei

¢



Johnson, Tholo J (DOH) 1:29 PM

@ Tom - Treeline (Unverified) 6/6/2024 1:25 PM
Does a P/P have to send in an additional 3 gram sample per lot for
the heavy metals test? Or, when testing a 50Ib lot for example, can ...

Thank you for bringing this up!

The sample submitted to the lab needs to follow DOH sampling requirements (3gm/3lb flower)(2gm per batch of
concentrate). This sample should be used for all required tests (LCB tests and heavy metals).

Tom - Treeline (Unverified) 1:30 PM

T (i) For screening at harvest, three grams for every three pounds of harvested product. Harvest amounts will be
rounded up to the next three-pound interval. For example, a harvest of less than three pounds requires at least
three grams for testing; a harvest of three or more pounds but less than six pounds requires at least six grams for
testing.

(i) For screening a lot, three grams per lot.

&1
Roy Sherwood | Compliance Analyst (Unverified) 1:30 PM
RS | think flexibility in the recordkeeping requirement would be beneficial in section (c) , From the Point of Sale
standpoint, we often see SKU's that are unique from location to location. Thank you for your consideration.

Tom - Treeline (Unverified) 1:30 PM

O Johnson, Tholo J (DOH) 6/6/2024 1:29 PM
Thank you for bringing this up! The sample submitted to the lab
needs to follow DOH sampling requirements (3gm/3Ib flower)(2gm...
Thanks TJ! It also looks like instead of doing 3g per 3lb, we can also do 3g per lot?

é&:



Christine (Unverified) 1:31 PM

C Does the lot number or barcode number suffice as the ‘stock keeping unit'?

James G Hunt (Unverified) 1:31 PM

JHO Is it LCB/DOH position that they are not entitled to identify name of patient?

Johnson, Tholo J (DOH) 1:31 PM

@ Because DOH requires a larger representative sample currently, the P/P would need to submit more sample to the
lab prior to the lab's homogenization step.

Nick (Unverified) 1:32 PM

N Alternatively stated, the sample size for DOH is one gram per pound in increments of three.

Cait B (Unverified) 1:33 PM

CBO | was also wondering this

artie (Guest) (Unverified) 1:33 PM

A iam a PP... and i have DOH tested products... and i know the benefits of cannabis for patients, but | am not a
doctor... my question is labeling... can i say on my packaging, "This product is known to help..." ( lets say pain
management, or sleep aid )

&2

Johnson, Tholo J (DOH) 1:33 PM

@ Tom - Treeline (Unverified) 6/6/2024 1:30 PM
Thanks TJ! It also looks like instead of doing 3g per 3lb, we can also

do 3g per lot?

The 3gm per lot is outdated because the definition of lot points to LCB, and the lot sizes of LCB have since been
updated and changed. So, 3 gm/lb, and 2 gm/batch of intermediate or finished concentrate.



Tom - Treeline (Unverified) 1:33 PM & ' G iy QG‘) <

O Johnson, Tholo J (DOH) 6/6/2024 1:33 PM
The 3gm per lot is outdated because the definition of lot points to
LCB, and the lot sizes of LCB have since been updated and changed....
Thank you for the clarification!

&1

Walker, Loralei M (DOH) 1:36 PM

@; artie (Guest) (Unverified) 6/6/2024 1:33 PM
iam a PP... and i have DOH tested products... and i know the benefits
of cannabis for patients, but | am not a doctor... my question is...

Take a look at our DOH labeling requirements: Chapter 246-70 WAC:
part of that rule is that label must not (b) State or imply any specific medical or therapeutic benefit;...

V2

Johnson, Tholo J (DOH) 1:36 PM

@ artie (Guest) (Unverified) 6/6/2024 1:33 PM
iam a PP... and i have DOH tested products... and i know the benefits
of cannabis for patients, but | am not a doctor... my question is...

| believe there's language specifically saying that those claims can not be made (some WAC or RCW). I'm looking
for it and will share if | find it...

Gregory Foster (@CannQObserv) (Unverified) 1:36 PM

GF FYI, the WA Cannabis Integrators Association updated their B2B inventory transfer specification to ensure
© products can be marked "is_medical"; so if you're P/P clients are using it, the data is there; here's a summary of
the spec change:
https://docs.google.com/document/d/TWFF7hOf v-Jvykd5SygtYWJaSQs)1s7bgjU-fuSV6zl/edit?usp=sharing

[




Kyla Degrandpre (Unverified) 1:36 PM

KDO The barcode is the sku of the product yes.

Johnson, Tholo J (DOH) 1:36 PM
@ Walker, Loralei M (DOH), you're awesome
@1 &1 @1
Justin (Unverified) 1:37 PM

Jo the barcodes as they appear on a manifest are used as the SKU of a product

Johnson, Tholo J (DOH) 1:38 PM

@ WAC 246-70-060: (2)(b)

Christine (Unverified) 1:38 PM

© Because each individual lot must be tested to determine whether it is DOH compliant, there technically could be a
mix of DOH compliant lots and non-DOH compliant lots under the same 'SKU'". In practice, we don't expect this to
be the norm, but there is nothing mandating that all lots under a SKU must be DOH compliant.

¢ 1

Jason Jaques (Unverified) 1:39 PM

) Maybe this is something either Tom @ Treeline, DOH, or LCB can answer for me -- So if we, as a retailer, are trying
to verify the correct testing is done -- on a product like a tincture -- the COA we receive doesn't always say the
testing was done. For instance, we get tinctures from big brands that show "Heavy Metals: N/E" Etc. We have no
access to the COAs of the parent lot that was tested before the product was titrated into other products. How do

we track those down?
¢ 4
Walker, Loralei M (DCH) 1:39 PM

2 a q q 2 c q
@ Yes, DOH wants to underscore the very stringent privacy requirements that go with the patient registry. We are
working on solutions related to the excise tax exemption that strictly follow those privacy requirements.



John Kingsbury (Unverified) 1:39 PM
JK ) o
@) artie (Guest) (Unverified) 6/6/2024 1:33 PM
i am a PP... and i have DOH tested products... and i know the benefits
of cannabis for patients, but | am not a doctor... my question is...

Structure function claims are not allowed.
¢
Owen (Unverified) 1:40 PM

OO Why couldn't the patient just present their recommendation.

Matthew-Skagit Organics (Unverified) 1:41 PM
MOO | think the barcode number on the package itself as it arrives to retail store should be used for tracking.
¢

artie (Guest) (Unverified) 1:41 PM

AQ Walker, Loralei M (DOH) 6/6/2024 1:36 PM
Take a look at our DOH labeling requirements: Chapter 246-70 WAC:
part of that rule is that label must not (b) State or imply any specific...
hi tholo... after this meeting, is there a phone number i may call you to ask a few questions... artie 360.930.4996 /
artie@ftsfarms.com
¢?2
Tricia (Unverified) 1:41 PM
T For retailer we need the date the item the patient name and the retail price including the excise tax for our

records



Johnson, Tholo J (DOH) 1:42 PM

@ Christine (Unverified) 6/6/2024 1:38 PM
Because each individual lot must be tested to determine whether it is

DOH compliant, there technically could be a mix of DOH compliant...

| believe that if a DOH compliant lot got mixed with a non-compliant lot, this product would become "cannabix
mix" under LCB rules and would need new testing.

John Kingsbury (Unverified) 1:42 PM
JK . -
@] Tricia (Unverified) 6/6/2024 1:41 PM
For retailer we need the date the item the patient name and the retail
price including the excise tax for our records
My understanding is it is not the patient name, but rather the Patient Identification Number
¢
Tom - Treeline (Unverified) 1:43 PM
O Jason Jaques (Unverified) 6/6/2024 1:39 PM

Maybe this is something either Tom @ Treeline, DOH, or LCB can
answer for me -- So if we, as a retailer, are trying to verify the correc...

That's a great question, Jason! We have thought of one workaround. But I'm interested to hear what the
LCB/DOH/WSDA has to say.

L A



Jason Jaques (Unverified) 1:44 PM Edited
J) ; s
® Tom - Treeline (Unverified) 6/6/2024 1:43 PM
That's a great question, Jason! We have thought of one workaround.
But I'm interested to hear what the LCB/DOH/WSDA has to say.

| have some thoughts on it, as well. | just want clear answers so the LCB doesn't come knocking, or a customer
comes in, and asks for a COA (as we are required to have on hand presentable to both) and | can't prove that the
product is truly compliant. I'm not comfortable giving that tax exemption if i can't prove it in an audit. Taxability
Presumption is my exact worry!

&6
Johnson, Tholo J (DOH) 1:46 PM
@ artie (Guest) (Unverified) 6/6/2024 1:41 PM

hi tholo... after this meeting, is there a phone number i may call you
to ask a few questions... artie 360.930.4996 / artie@ftsfarms.com

| can give you a call afterwards, Artie (&

Jason Jaques (Unverified) 1:47 PM

J) As that is your response: Should we report brands that are claiming DOH compliance (Via sticker or label) if they
can't prove it to me as a retailer?

¢
Owen (Unverified) 1:47 PM
OO Does that not violate the patients right to tax free medicine

¢ 2



John Kingsbury (Unverified) 1:47 PM

JKO Will a logo on a package serve as prima facia evidence of Compliance?

¢E1
Melanie Lankhaar (Unverified) 1:48 PM Edited

MI_® Yes but these products have the label DOH sticker on them and the retailer can not prove they are compliant.

Jason Jaques (Unverified) 1:48 PM

JJ@ John Kingsbury (Unverified) 6/6/2024 1:47 PM

Will a logo on a package serve as prima facia evidence of
Compliance?

| was told by the LCB verbally yesterday that no one approves the putting of the logo on the packaging. The proof
is the COA.

Amber Wise (Unverified) 1:48 PM

AW | (testing lab) has been advising clients that it's up to them to provide BOTH COAs to the store if there are two
sets of results associated with a product.

Vs

Jason Jaques (Unverified) 1:49 PM

J)
® Amber Wise (Unverified) 6/6/2024 1:48 PM

| (testing lab) has been advising clients that it's up to them to provide
BOTH COAs to the store if there are two sets of results associated wi...

Thank you, Amber. This is what | have a large brand tracking down for me. This | believe is the only way to go
currently.

Other than testing facilities linking parents to sub-lots for retailers and vendors. Such as putting a QR code to the
parent (tested for DOH compliance) COA or something of that nature.



Celia Curran (Unverified) 1:50 PM 73 ' G le Qé <«
€ .
® Jason Jaques (Unverified) 6/6/2024 1:48 PM
| was told by the LCB verbally yesterday that no one approves the
putting of the logo on the packaging. The proof is the COA.

I'm worried that as an edible processor, we'll have to order all new compliant packaging if the LCB requires the
"medically compliant” sticker to be on there. Can't we add that text into the variable text we put on the barcode
that gets added to every product? Wouldn't that be easier and more cost-effective?

¢
Tom - Treeline (Unverified) 1:50 PM

T Agreed, supplying the upstream CoA's is the only way to prove DOH compliance on final products, assuming the
Inventory ID's are traceable to the parent lots

€1

Nick (Unverified) 1:50 PM

N Problem remains: you have two COAs, with two sample IDs, two lot IDs and what documentation do you have that
they are appropiately chained together?
Y1 ¢
Tom - Treeline (Unverified) 1:51 PM
T . -
O Nick (Unverified) 6/6/2024 1:50 PM

Problem remains: you have two COAs, with two sample IDs, two lot
IDs and what documentation do you have that they are appropiately...

Does this call for a traceability system? (&

&



Jason Jaques (Unverified) 1:51 PM & ' - s Cq\) &

JJ@ Nick (Unverified) 6/6/2024 1:50 PM

Problem remains: you have two COAs, with two sample IDs, two lot
IDs and what documentation do you have that they are appropiately...

Agreed, this has been a problem for YEARS. YEARS AND YEARS. And the DOR is going to come wondering where
all this tax money is going... and that might be the only way we get some of it locked down.

Celia Curran (Unverified) 1:52 PM
CcC ) o
® Nick (Unverified) 6/6/2024 1:50 PM
Problem remains: you have two COAs, with two sample IDs, two lot
IDs and what documentation do you have that they are appropiately...

Which means our teams have twice the amount of work to do to pull the appropriate COAs and then label them
correctly and send them as an addition to our retailers.

Amber Wise (Unverified) 1:52 PM

AW It's crazy difficult because no one has any visibility into CCRS, so there's no way to "prove" an intermediate has
been tested except the honor system of the licensee. | have been asking clients that have ‘final products' tested
with us which intermediate product they used to infuse that product and we are combining the old COA with the
new COA into one document for easier traceability. However, we are getting MANY samples sub-contracted from
other labs for metals testing only, so we have no way of knowing what the other testing results show.

¢4 @3 @1
Jason Jaques (Unverified) 1:55 PM
JJ® Half hour quicker than monday!
& 1



Johnson, Tholo J (DOH) 1:55 PM

@ DOH is considering requiring a QR code on the packaging linked to the COA. Would this help the above COA
discussion?

€4 @2
Celia Curran (Unverified) 1:55 PM
cc So... what's to stop a high school medical patient from purchasing a bunch of stuff and then turning around and
reselling it to their friends?
Amber Wise (Unverified) 1:55 PM

AW one QR code = one COA, so if there are two COAs associated with the product, still doesn't solve the visiblity
issue.

& ?2
Jason Jaques (Unverified) 1:55 PM

J)

® Johnson, Tholo J (DOH) 6/6/2024 1:55 PM

DOH is considering requiring a QR code on the packaging linked to
the COA. Would this help the above COA discussion?

Only if they have the QR code that proves compliance. Even if that means requiring them to attach both COAs for

their product.

¢

Justin (Unverified) 1:56 PM
J you could always attach multiple coa pdfs into a single multi page document and then link that - we have done

this at our p/p when testing on a product was done in parts

LA



Craft Elixirs (Unverified) 1:56 PM

CEO The DOH sticker is equal to a discount sticker for Medical patients. This should not be prominent on a package.

Jason Jaques (Unverified) 1:57 PM
JJ@ The sticker feels like us, as a retailer, are false advertising if we can't prove it.
¢ 1
Johnson, Tholo J (DOH) 1:57 PM
@ Amber Wise (Unverified) 6/6/2024 1:55 PM

one QR code = one COA, so if there are two COAs associated with the
product, still doesn't solve the visiblity issue.

Is there a way to link the first COA (intermediate product) to the second (end product)?
in 1 code?

Celia Curran (Unverified) 1:57 PM

CC® Justin (Unverified) 6/6/2024 1:56 PM
you could always attach multiple coa pdfs into a single multi page
document and then link that - we have done this at our p/p when...
Which still requires so much more work for p/p's to then pull and create outside of our integrator software.
Tom - Treeline (Unverified) 1:58 PM
T
(@] Johnson, Tholo J (DOH) 6/6/2024 1:57 PM

in 1 code?

What if the intermediate product is tested at a different lab than the final product?



Jason Jaques (Unverified) 1:58 PM

J) Present the need to the integrator software. The develop their product based on the needs of their customers. It's
mutually beneficial.

[
John Kingsbury (Unverified) 1:59 PM
JK o .
(@) Craft Elixirs (Unverified) 6/6/2024 1:56 PM

The DOH sticker is equal to a discount sticker for Medical patients.
This should not be prominent on a package.

| am not sure how you mean this, but as a consumer, the DOH sticker is also a quality assurance sticker.
&:?
Celia Curran (Unverified) 1:59 PM
(cc ) .
® Tom - Treeline (Unverified) 6/6/2024 1:58 PM

What if the intermediate product is tested at a different lab than the
final product?

It would be up to the p/p to create somewhere for those certs to live in order to link them to a gr code
¢1
Craft Elixirs (Unverified) 1:59 PM

CEO What if Medical patients don't want to be IDENTIFIED by a sticker and remain anonymous?



Amber Wise (Unverified) 1:59 PM ¢ e G @ ¢

AW@ Johnson, Tholo J (DOH) 6/6/2024 1:57 PM
Is there a way to link the first COA (intermediate product) to the
second (end product)?
in theory, yes but only if both the intermediate and final product were tested in the same lab.
& 3
Jason Jaques (Unverified) 1:59 PM
J) . .
® Craft Elixirs (Unverified) 6/6/2024 1:59 PM
What if Medical patients don't want to be IDENTIFIED by a sticker and
remain anonymous?
It's not an identifier. Anyone can buy DOH certified product, other than HIGH THC labeled.
& 1
Tom - Treeline (Unverified) 2:00 PM
T . e
O Amber Wise (Unverified) 6/6/2024 1:59 PM
in theory, yes but only if both the intermediate and final product were
tested in the same lab.
Traceability system would be great...
&2 &1 @1
Jason Jaques (Unverified) 2:00 PM
J) . .
® Celia Curran (Unverified) 6/6/2024 1:55 PM

So... what's to stop a high school medical patient from purchasing a
bunch of stuff and then turning around and reselling it to their...

The same things as current: Nothing.



JK

(o}
O

GE

John Kingsbury (Unverified) 2:00 PM ¢ Ve G Q ¢

Tom - Treeline (Unverified) 6/6/2024 2:00 PM
Traceability system would be great...

Remember when Garza was always pitching "seed to sale" traceability?
& 1 &1
Amber Wise (Unverified) 2:01 PM

Amber Wise (Unverified) 6/6/2024 1:59 PM
in theory, yes but only if both the intermediate and final product were

tested in the same lab.

it's also very difficult/time consuming to do this at least the way we have our software set up. The way we have
our software set up is that we cannot have two cannabinoid tests display on the same report, the pdfs have to be

combined manually, then the QR will only go to one result.
¢1
WE NEED REAL TRACEABILITY
¢c¢s8 @1
Owen (Unverified) 2:02 PM

Is that not the spirit of the law?

Craft Elixirs (Unverified) 2:04 PM
Where's the APP so a Medical Patient can easily register online? Then the LCB can track and limit products

purchased.

L



Owen (Unverified) 2:05 PM
0o Fundamentally this law is about providing financial relief to patient
¥ &1
Johnson, Tholo J (DOH) 2:06 PM

@ Craft Elixirs (Unverified) 6/6/2024 2:04 PM
Where's the APP so a Medical Patient can easily register online? Then

the LCB can track and limit products purchased.

RCW mandates that the initial visit must be in-person, so there's not much DOH/medical cannabis program folks
can do about that.
Craft Elixirs (Unverified) 2:06 PM

CEO The package is about keeping the community safe. Please keep this in mind.

Justin (Unverified) 2:06 PM

J this may have been answered already and | missed it, but is the doh sticker itself a requirement on a product for
doh compliance? or is the testing and coa attachments sufficient?

¢ 1
Esia Delena (Unverified) 2:06 PM

ED Q's regarding: "Recording keeping requirements" for a retailer giving exemption for excise tax does LCB require
we keep a copy of their medical recognition card? The topic has come up storing customer privacy rules HIPPA.
there is a slight contradiction since medical endorsement requires keeping a copy of patient or designated
provider

Robert Adams (Unverified) 2:07 PM

RA@ | would like a complete walk through of this rule in action for a retailer. Example:

V2



Store x:

Walker, Loralei M (DOH) 2:07 PM
& . ) e
@ Anyone can purchase DOH compliant product, EXCEPT High THC classification. We've heard there are not many of
-] . q 00
these products, if any, but just to be clear &
Johnson, Tholo J (DOH) 2:09 PM
@ a copy of the card would not be suggested as it would have patient name/HIPPA info
¢
Jason Jaques (Unverified) 2:10 PM

J)

® Johnson, Tholo J (DOH) 6/6/2024 2:09 PM

a copy of the card would not be suggested as it would have patient
name/HIPPA info

A recognition card is on'y identifying their name and that they have a "Qualifying condition" and the amount of

plants they are allotted. Is identifying someone by, for example, their license plate number and having a handicap

placard against HIPPA as well...? Just for my own understanding.

Johnson, Tholo J (DOH) 2:13 PM
@; Jason Jaques (Unverified) 6/6/2024 2:10 PM

A recognition card is on'y identifying their name and that they have a
"Qualifying condition" and the amount of plants they are allotted. Is...

Having a copy of the card is identifying a patients name w/their medication (cannabis). Only keeping a record of
the ID# does not

¢



Lara Kaminsky (Unverified) 2:15 PM C‘\’ <

LKO Yes, the medical system has been on life support. Glad there is so much interest in providing products to patients!
Vs
artie (Guest) (Unverified) 2:16 PM

A how many patients to date are in the DOH database ?

Craft Elixirs (Unverified) 2:18 PM

CEO Where does the sticker go?

John Kingsbury (Unverified) 2:18 PM

JKO artie (Guest) (Unverified) 6/6/2024 2:16 PM
how many patients to date are in the DOH database ?

my understanding is that about 9,500 patients and 2,000 designated providers,

artie (Guest) (Unverified) 2:19 PM

(@) John Kingsbury (Unverified) 6/6/2024 2:18 PM
my understanding is that about 9,500 patients and 2,000 designated
providers,

where do i locate the designated providers list

Owen (Unverified) 2:20 PM

0 So to be clear if a retail license holder has a medical endorsement they must provide the discount on doh
compliant product to registered card holders

Is that correct

Tax exemption not discount



Jason Jaques (Unverified) 2:21 PM

J) artie (Guest) (Unverified) there isn't a list of designated providers, designated providers refer to someone that is
designated by the doctor and the patient to obtain medicine for them. For example, if you have a condition that
doesn't allow you mobility, if you are a minor below the age you can come into the shop, etc.

Walker, Loralei M (DOH) 2:21 PM

@; Please reach out to us with DOH-specific questions! medicalcannabis@doh.wa.gov
&>
Cait B (Unverified) 2:21 PM

CBO Sunny on the east side!

John Kingsbury (Unverified) 2:21 PM
JKO :{\«
¢&1
2:22 PM
Any questions please email the rules team at rules@l|cb.wa.gov
&1

(® 2:23PM Meeting ended: 2h 53s

Attendance



June 12,2024
RE: WSR 24-10-042

WSLCB Rules:

| would like to submit the following comments and requests concerning rulemaking about the
implementation of HB 1453, in addition to the comments | have already submitted.

Concern

In my view, HB 1453 presents a unique and critical opportunity to finally realize the
commitment made by the Washington State Legislature to provide reliable, appropriate access
to Washington State’s qualifying medical cannabis patients. HB 1453 is designed and intended
to be a single, yet comprehensive, initiative to resolve multiple deficiencies in our medical
cannabis system. HB1453 also includes a five-year sunset and JLARC study. Because so much is
riding on a successful implementation of HB 1453, its implementation must go well.

Toward that end, | am concerned that, along with this opportunity will comes the incentives for
abuse. | am concerned that abuses of this opportunity could result in a failure and sacrifice of
the needed reforms and long-overdue benefits that HB 1453 could provide.

| am deeply concerned about the backroom comments | have heard from some licensees, along
with the normalized pattern of ‘fudging’ QA testing procedures. Therefore, | am urging that
additional guardrails be written into rules to deter these harms.

Deterrence.

Retailers.

There are a variety of ways that retailers could intentionally, or unintentionally, misapply the
excise tax exemption. For the most part, the threat of being liable for reimbursing the State for
any misapplied tax exemption seems like a substantial deterrence for deliberate misapplication
of the exemption.

This liability also provides adequate incentive to assure that stores assume responsibility for
understanding, practicing, and properly training their employees on the proper application of
the exemption.

While no additional penalties for misapplication of the exemption may be necessary, LCB may
want to at least consider whether some sanctions against non-complying stores’ eligibility for
medical cannabis endorsements are appropriate. | suggest at least considering giving LCB the
option to revoking a store’s privilege to hold a medical cannabis endorsement for up to two
years.

Attachment D


https://lcb.wa.gov/sites/default/files/publications/rules/2024-Proposed-Rules/WSR-24-10-042.pdf

Producer/Processors

While most p/p’s should be assumed to be properly educating themselves about the required
application of 246-70 rules, and should be assumed to be acting properly, over the years, | have
noticed a disturbing amount of improper behavior, including:

e lab shopping

e blending tested product with untested product (sometimes including inversion)

e providing COA’s to retailers that do not match the batch of product

e making 246-70 claims on packaging where there is no evidence that the products have been
tested to 246-70 standards

Given what is at stake, given the disturbing degree of normalization of circumventing some
rules, | am urging LCB to adopt harsh deterrents to misapplication of 246-70 claims and
requirements, as they apply to producer/processors, including:

1. the ability for LCB to order recalls of improperly labeled and improperly tested product.
sanctions for mislabeling that greatly exceed those penalties for mislabeling that are already
inrule

3. the option for LCB to deny a producer/processor from exercising the privilege of selling, or
making claims for 246-70 product for up to two years.

Because circumventing testing and labeling rules has become so normalized, because the
survival of any real medical cannabis program may depend upon proper compliance, and
because the incentives to cheat may be so attractive to some licensees, LCB should consider the
harshest of penalties for collusion with labs to circumvent the requirements of HB1463.

Labs

In view of the transition of lab accreditation from LCB to WSDA, this layer of monitoring
compliance and deterrence of abuse feels trickier. | admit that | am not versed in what
jurisdiction of lab practices will look like after the transition. Still, LCB will retain jurisdiction
over proper labeling and whether products fit the standards required.

In addition to establishing the ability to recall medical-grade product that does not meet QA or
labeling requirements, LCB should consider whether it has an avenue to deny a given labs right
to test for 246-70 product for up to two years.


https://apps.leg.wa.gov/WAC/default.aspx?cite=246-70&full=true
https://apps.leg.wa.gov/WAC/default.aspx?cite=246-70&full=true#246-70-050

As always | appreciate the seriousness that LCB has taken this critically important task. | agree
with the statement of Daniel Jacobs that it is better to do rulemaking well, rather than doing it
quickly. Nowhere is that approach more important than it is here.

| appreciate your work.

Sincerely,
John Kingsbury

references:
WAC 314-55-102. Quality assurance and quality control.

WAC 314-55-1035 Laboratory certification—Suspension and revocation

WAC 314-55-509 Penalty structure

WAC 314-55-523 Category IV.Violations that are significant regulatory violations.
Packaging and labeling. per WAC 314-55-105

WAC 314-55-105 Cannabis product packaging and labeling



https://apps.leg.wa.gov/wac/default.aspx?cite=314-55-102
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-1035
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-509
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-523
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-523
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-105
https://app.leg.wa.gov/WAC/default.aspx?cite=314-55-105
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