FINAL BILL REPORT
SB 5069

C264L 23
Synopsis as Enacted

Brief Description: Allowing interstate cannabis agreements.
Sponsors. Senators Rivers, Keiser, King, Stanford, Conway, Holy and Van De Wege.

Senate Committee on Labor & Commerce
House Committee on Regulated Substances & Gaming

Background: Cannabis Legality. Under federal and state law, cannabis—or marijuana, the
term used in federa law—is classified as a Schedule | substance. The manufacture,
possession, or distribution of Schedule | substances is a criminal offense, however, many
states have legalized cannabis for medicina purposes, recreational purposes, or both.
Medical cannabis is legal in 39 states and the District of Columbia (D.C.), recreational
cannabisislega in 21 states and D.C., and other states are actively considering the issue.
State laws regarding cannabis vary considerably. Washington legalized medical cannabisin
1998, recreational cannabis in 2012, and created a regulatory system by which cannabis
may be produced, processed, and sold in the state. The Liquor and Cannabis Board (LCB)
regulates most aspects of this system in coordination with other state agencies. Despite this
legal regulatory system, cannabis remains a Schedule | substance under state law and a
licensee may not export cannabis outside of the state. In addition, since cannabis remains
illegal under federal law, transporting it across state linesis prohibited.

Federal Developments. The U.S. Department of Justice (DOJ) has issued numerous
memoranda relative to cannabis. On August 29, 2013, former Deputy Attorney General
James Cole issued a memorandum (Cole Memo) to all U.S. Attorneys stating, anong other
things, that DOJ would not enforce federal cannabis prohibition in states that legalized
cannabis in some form, and have implemented strong and effective regulatory and
enforcement systems to control the cultivation, distribution, sale, and possession of
cannabis. The Cole Memo stated that federal cannabis enforcement resources would be
focused on specific cases, such as distribution of cannabis to minors and revenue from the
sale of cannabis going to criminal enterprises, gangs, and cartels. On January 4, 2018,
former Attorney General Jeff Sessions issued a memorandum (Sessions Memo) rescinding
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the Cole Memo and directed all U.S. Attorneys to follow well-established principles when
pursuing prosecutions related to cannabis activities. DOJ has not issued additional formal
guidance on its enforcement priorities relative to cannabis under the Biden Administration.

However, on October 6, 2022, President Biden granted a pardon to everyone convicted of
simple cannabis possession under federal law and called for a review of how cannabis is
scheduled under the federal Controlled Substances Act (CSA).

In recent years, Congress has heard bhills attempting to legalize cannabis, but none have
passed both chambers. In April 2022, the Marijuana Opportunity and Reinvestment
(MORE) Act passed the U.S. Senate. The MORE Act, among other things, removes
cannabis from the list of scheduled substances under the federa CSA and eliminates
criminal penalties for an individual who manufactures, distributes, or possesses cannabis.
The Secure and Fair Enforcement (SAFE) Banking Act is another bill introduced but not
passed in recent years, which attempts to ssimplify the process for financial institutions to
offer services to cannabis businesses.

State Developments. In 2019, Oregon passed legidation, which, among other things,
authorized the Governor of Oregon to make agreements regarding coordination and
enforcement of licensed cannabis-related businesses with other states. Interstate agreements
are permitted only after federal law allows the interstate transfer of cannabis, or DOJ issues
an opinion or memorandum stating it allows or tolerates the interstate transfer of cannabis.

Similarly, in 2022, California passed legislation, alowing the state to enter into an interstate
cannabis agreement to allow cannabis or cannabis products to be transported across state
lines if the other state meets or exceeds certain health and safety requirements, and allows
California to engage in commercia activities with out-of-state licensees. Interstate
agreements may only take effect if certain federal actions occur regarding the interstate sale
and transfer of cannabis.

Summary: The Governor may enter into an agreement with another state or states for:
e crossjurisdictional coordination and enforcement of cannabis-related businesses
authorized to conduct businessin this state, the other state, or both; and
 cross-jurisdictional delivery of cannabis between this state and the other state.

| nterstate agreements must ensure:

» enforceable public health and safety standards are met, and include a system to
regulate and track the interstate delivery of cannabis,

» any cannabis delivered into this state, prior to sale, is tested, packaged, and labeled in
accordance with rules adopted by LCB, the Washington State Department of
Agriculture, and the Washington State Department of Health; and

« applicable taxes are collected on the sale, delivery, and receipt of cannabis.

In accordance with an interstate agreement, Washington cannabis licensees may deliver
cannabis to, and receive cannabis from, an authorized person in the other state.
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The bill takes effect only if federal law is amended to allow for the interstate transfer of
cannabis between authorized cannabis-related businesses, or DOJ issues an opinion or
memorandum allowing or tolerating the interstate transfer of cannabis between authorized
cannabis-related businesses. |If the bill takes effect, LCB must:

» provide written notice of the bill's effective date to affected parties, the Legislature,
and the Office of the Code Reviser;

» provide written notice of statutory changes necessary to authorize the sale, delivery,
and receipt of cannabis in accordance with an interstate agreement, to the Governor
and the Legidlature; and

» adopt rules necessary to authorize the sale, delivery, and receipt of cannabis in
accordance with an interstate agreement.

Votes on Final Passage:

Senate 40 8
House 71 26 (Houseamended)
Senate 38 8 (Senateconcurred)

Effective: Contingent
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